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This Report for the year ended 31 March, 2001 has been 

prepared for submission to the Governor under A11icle 

151 (2) of the Constitution. 

The audit of revenue receipts of the State Government is 

conducted under Section 16 of the Comptroller and 

Auditor General's (Duties , Powers and Conditions of 

Service) Act, 1971. This Report presents the results of 

audit of receipts comprising trade tax , state excise, land 

re venue , taxes on motor vehic les, stamp duty and 

registration fees , entertainment and betting tax , other tax 

and non-tax receipts of the State. 

The cases mentioned in the Report are among those 

which came to notice in the course of test audit of records 

during the year 2000-2001 as well as those which came 

to notice in earli er years but could not be included in 

previous years ' Reports. 

v 





This report con tains 28 paragraphs and 4 reviews relating to non-levy/short levy 

of tax, penalty, interests etc. involving Rs.948.06 crore. The Govern ment has 

accepted audit observations involving Rs.15.37 crore of which Rs. 0.54 crore , 

had been recovered upto June 2001. Some of the major findings are mentioned 

below: 

1. General 

• Du1i ng the year 2000-2001 revenue raised by the State Government, both 

tax (Rs.10979.97 crore) and non-tax (Rs. 1944.65 crore) amounted to 

Rs.12924.62 crore as agai nst Rs.1 14 12.65 crore during the previous year. 

Receipts under Trade Tax (Rs. 5436.52 crore) and State E xc ise 

(Rs.2238.53 c rore) accounted for a major portion (69.9 per cent) of tax 

revenue receipts. Under non-tax revenue, main receipts came from interest 

receipts (Rs.525. 17 crore), non ferrous and min ing and metall urgical 

industries (Rs. 196.44 crore) and Forest Wi ld Life (Rs.76.86 crore). 

• During 2000-2001 tax revenue registered an increase of 16.8 percent and 

non tax revenue registered decrease of 3.3 percent over the receipts of 

previous year. 

(Paragraph 1.1) 

• Test check of records of Trade Tax, State Excise, Taxes on Vehicles, Goods 

and Passengers, Stamp Duty and Registration Fees, Land Revenue, 

E lectrici ty Duty, Tax on Purchase of Sugarcane, Forest Receipts and Other 

Departmental Receipts conduc ted duri ng 2000-200 l revealed under 

assessment, short levy, loss of revenue etc . amounted to Rs.1632.33 crore 

in 2629 cases. Duri ng the course of yea r 2000-2001, the concerned 

departments accepted under assessments etc. of Rs.60.99 crore in 704 

cases of which 183 cases involvi ng Rs. l.92 crore had been pointed out in 

audit during 2000-2001 and the rest in earlier years. 

(Paragraph 1.7) 
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• Inspection reports numbering 8504 issued up to 3 1 December 2000 

containing 15867 audit observations with money value of Rs.5080.99 

crore were not settled up to June 2001 . 

(Paragraph 1.8) 

2. Trade Tax 

• 16 cases involving escaped turnover of Rs.32.85 crore were not finali sed 

even after six months from the date of receipt from Range Officers. 

(Paragraph 2.2.6) 

• 65 cases involving tax effect of Rs.27.95 crore were pending with various 

appe ll ate authorities and out of total demand of Rs.228.88 crore raised by 

the department, onl y a sum of Rs.54.17 lakh was rea li sed and the balance 

amount of Rs. 228.33 crore stil l remains unrecovered. 

(Paragraph 2.2.7) 

• 249 cases of stock transfer/consignment sale worth Rs.394.97 crore 

involving tax effect of Rs. 39.50 crore were pending verification. 

(Paragraph 2.2.8) 

• In 18 circ les and 15 sectors, dealers were liable to pay penalty of Rs.4.55 

crore for suppressed/concealed turnover. 

(Paragraph 2.3.6) 

• In 11 circ les and l sector dealers were liable to pay penalty of Rs. 4. 17 

crore for furni shing of fa lse certifi cate/dec laration. 

(Paragraph 2.3. 7) 

• In 8 circles and 2 sectors dealers were li able to pay penalty of Rs.20.52 

crore for misuse of raw material s. 

(Paragraph 2.3.10) 
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Overview 

• Inter-state sales of goods not covered by declaration in form C or D resulted 

in short levy of tax amounting to Rs.13.75 crore. 

(Paragraph 2.6) 

• Computation mistake of the department resulted in short levy of tax of 

Rs.5.85 crore. 

{Paragraph 2.8. (a)} 

3 . . 

• In the absence of higher rate of duty for better quality of IMFL produced 

after redistill ation of spirit resulted in loss of excise duty amounting to 

Rs.23.06 crore. 

(Paragraph 3.3) 

• The Government was depri ved of revenue of Rs. 15 .69 crore due to non 

levy of Stamp duty on agreements. 

(Paragraph 3.6) 

• T he Government was depri ved of revenue of Rs.153.68 crore due to 

ente11aining recovery certificates without support of proper documents. 

(Paragraph 6.2.6) 

• The Government was deprived of revenue of Rs.25.84 crore due to non­

accounting of recovery ce11ificates by the Tehsi ldars sent by the collectors. 

(Paragraph 6.2.7) 

• Recovery ce11ificates of Rs.287.10 crore were not monitored resulting in 

loss of revenue to the Government. 

(Paragraph 6.2.8) 
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• The Government was deprived of revenue of Rs. 11 2.11 crore due to non 

ini tiati on of recovery process against the sureties . 

(Paragraph 6.2.9) 

• The Government was deprived of revenue of Rs.124.4 1 crore due to non 
taking of action for recovery of dues. 

(Paragraph 6.2.11) 

5. Other Tax Receipts 

• T he Government was depri ved of revenue of Rs.15.36 crore on account 

of non reali sation of inadmissible and unutil ised amount of maintenance 

charges as entertainment tax. 

(Paragraph 7 .4.6) 

• Entertainment tax amounting to Rs.2.61 crore was sh011 levied due to 
assessment as interior/travelling cinema in place o f permanent cinema. 

{Paragraph 7.4.9(a)} 

• Entertainment tax of Rs. l.16 crore was short charged from Video Cinema. 

{Paragraph 7.4.9(b)} 

• The Government was deprived of revenue due to non realisation of licence 

fee and short realisation of entertainment tax amounting to Rs. l.92 crore 

from video hotels. 

(Paragraph 7.4.10) 

6. Forest Receipts 

• The Government was depri ved of revenue of Rs.2.48 crore due to non 

realisation of royalty on actual outturn of timber in 2 forest di visions. 

(Paragraph 8.2) 

• Revenue amounting to Rs. 1.30 crore was not recovered due to failure of 

fo rest department staff to prevent illicit fe lling of trees. 

(Paragraph 8.4) 
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(~~~~~C_HA~PT_E_R_-l_:_G_E_N_ERA~L~· ~~~-) 

Trend of revenue receipts __ _. 

The tax and non tax revenue rai sed by Government of Uttar Pradesh during the 

year 2000-2001, State's share of divisible U nion taxes and grants-in-aid received 

from Government of India during the year and corresponding figures for the 

preceding two years are given below: 

(Rupees in crore) 

" . 
1998-99 1999-2000 2000-20011 

I. Revenue raised by the State Government 

(a) Tax revenue 79 12.3 1 9400.91 10,979.97 

(b) Non tax revenue 1475.06 2011.74 1944.65 

Total 9387.37 11,412.65 12,924.62 

II. Receipts from the Government of India 

(a) State's share of divisible Union taxes 5768.92 7478.90 9045.472 

(b) Grants-in-aid 2222.40 2603.57 2773.18 

Total 7991.32 10,082.47 11,818.65 

III. Total receipts of the State (I + m 17,378.69 21,495.12 24,743.27 

IV. Percentage of I to III 54 53 52 

(i) The details of tax revenue for the year 2000-200 1 a long with the figures 

for the preceding two years are given in the following table: 

(Rupees in crore) 

Revenue Head 1998-99 1999-2000 2000-2001 Increase ( +) or Percentage of 
decrease (-) in increase or 

' ;; 
'· 

2000-2001 with decrease with 
' reference to reference to 

1999-2000 1999-2000 , 

1 2 3 4 5 6 

I. Trade Tax 3377.89 3703.59 5436.52 (+) 1732.93 (+)46.79 

2. State Excise 163 l.34 2 126.33 2238 .53 (+) 112.20 (+) 5.28 

I The state of Uttaranchal was called out of erstwh ile U.P. in November 2000, 
2 For details, please see statement No. 11 - Detailed Accounts of revenue by Minor-Heads' in the Finance 

Accounts of the Government of Uttar Pradesh for the year 2000-200 I. F igures under the Major Head 
"002 1 Taxes on Income other than Corporation Tax share of net proceeds assigned to State" booked in 
the Finance Accounts under 'A-Tax Revenue ' have been excluded from Revenue raised by the State 
and included in State's share of divisible Union Taxes in this statement. 

1 
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"" 
' 'i•'• ~".'. ' ; ,;i .;{ !' 

'· - ~: . !!. ,, # . • .. sr fy, 

1 . 
~· " 

,, 
2 .. 3 . 4 ' 6 !\, -~~ ~;[ . ,:7:., . ~. : £~. 'J ·-· ' 

,,;: ·' k 

3. Stamp Duty and 1031.78 1177.57 1269.75 (+) 92.18 (+) 7.83 ' 
Registration Fees 

4. Tax on Sale of Motor Spirit 1008.76 1359.31 586.39 (-)772.92 (-)56.86 
and Lubricants 

5. Taxes on Goods and 238. 18 100.26 85.81 (-) 14.45 (-) 14.41 
Passengers 

6. Taxes on Vehicles 211.30 512.10 543 .08 (+) 30.98 (+) 6.05 

7. Tax on Purchase of 71.02 36.35 95.45 (+)59. 10 (+)162.59 
Sugarcane 

8. Taxes and Duties on 100.85 126.41 136.30 (+) 9.89 (+) 7.82 
Electricity 

9. Land Revenue 88.34 11 6.09 69.85 (-) 46.24 (-) 39.83 

10. Other Taxes on Ni l 0.56 0.00 0.00 0.00 
Income and Expenditure 

11. Taxes on Immovable 0.01 l.1 6 9.22 (+) 8.06 (+) 694.83 
Properties other than 
Agricultural Land 

12. Other Taxes and Duties 136.87 135.89 504.58 (+) 368.69 (+)271.32 
on Commodities and 
Services 

13. Others (Hotel receipt and 15.97 5.29 4.49 (-) 0.80 (-) 15. 12 
Corporation Tax 
etc.) 

Total 791 2.31 9400.91 10,979.97 (+) 1579.62 16.79 

The reasons for variation w here it was substantia l, though called for (November 
2001), from the state government, have not been received (January 2003). 

2 
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Chapter-I - General 

(ii ) The detail s of non-tax revenue for the year 2000-2001 along with the 

figures for the preceding two years are exhibited in the following table: 

(Rupees in crore) 

·- ... ;r. • 
Increase ( +) or Revenue Head ., 1998-9'.9 1999-2000 2000;2001 Percentage . 

I .~ , decrease · of increase/ +' ~ ' 
" ' l" 'if(-) in 2000-, I i 

:1' " 

J[ decrease 
' . ;i';:f ,,, 2001 with with ., 

' J' 

" 
. .. reference ~o ?J reference to 

·~ ·'~ ,. 
"' ' ',, .... !' ' f-1" df "" 

1999~2000 11999-2000 
., ' 

" r 'j i w ;L 
. i '. 

~· 

1 ·2 3 4 5 6 
oF ' .· . i ,,.. 

l. Misc. General Services 96.78 126.80 55.48 (-)71.32 (-)56.25 

2. Interest Receipts 428.00 476.68 525 .I 7 (+)48.49 (+)10. 17 

3. Forestry and Wild Life 125.9 1 160.52 76.86 (-)83.66 (-)52. 12 

4. Major and Medium 49. 13 40.16 282. 13 (+) 24 1.97 (+)602.5 1 
Irrigation 

5. Education, Sports, Art and l 01.34 137.63 177.24 (+) 39.6 1 (+) 28.78 
Cul ture 

6. Other Admini strative 102.58 103.70 6 1.51 (-)42. 19 (-) 40.68 
Services 

7. Non-ferrous Mining and 145 .8 1 180. 17 196.44 (+) 16.27 (+) 9.03 
Metall urgica l Industr ies 

8. Police 74.84 53. 17 85.29 (+)32. 12 (+) 60.41 

9. Crop Husbandry 17.53 16.51 58.36 (+)4 1.85 (+) 253.48 

10. Social Security and Welfare 17.16 26.37 23.53 (-)2.84 (-) 10.77 

11. Medical and Publi c Hea lth 33.02 34.97 31.74 (-) 3.23 (-)9.23 

12. Minor Irrigation 35.09 36.61 18.96 (-) 17.65 (-) 48.21 

13. Roads and Bridges 22.06 24.30 29.93 (+) 5.63 (+)23 .1 7 

14. Public Works 21.90 26.77 26.94 (+) 0. 17 (+) 0.64 

15. Co-operation 4.62 17.76 6.54 (-) 11.22 (-) 63.18 

16. Others 199.29 549.62 288.53 (-) 261.09 (-) 47.50 

Tota l 1475.06 2011.74 1944.65 (-) 67.09 (-) 3.33 

The reasons for vari ation where it was substanti al, though called for (November 

2001) fro m the State Government, have not been received (January 2003). 
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1.2 Variations between Budget estimates and Actuals 

The variations bet\.veen budget estimates and actuals of tax and non-tax revenues 

during the year 2000-2001 are given in the table below: 

(Rupees in crore) 

Revenue Head Budget Actuals Variatio~ Percentage of 
estimates Increase ( +) variations 

)' ···' 
short fall ( ·) 

l 2 3 4 s 
A. Tax Revenue 

I. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10 . 

B. 

I. 

2. 

3. 

4. 

5. 

6. 

Trade Tax 4900.00 5436.52 (+) 536.52 (+) 10.95 

State Excise 2500.00 2238.53 (-)261.47 (-) 10.46 

Stamp duty and 1472.42 1269.75 (-)202.67 (-) 13.76 
Registration fees 

Tax on Sale of Motor 1400.00 586.39 (-)813.61 (-)58.12 
Spirit and Lubricants 

Taxes o n Goods and 453.68 85 .8 1 (-)367.87 (-)8 1.08 
Passengers 

Taxes o n Vehicles 275.17 543 .08 (+)267.9 1 (+)97.36 

Other Taxes and Duties on 151.69 504.58 (+) 552.89 (+)232.64 
Commodities and Services, 
Entertainment Tax 

Tax on Purchase of Sugarcane 75.00 95.45 (+)20.45 (+) 27.26 

Taxes and Duties on Electric ity 157 .00 136.30 (-)20.70 (-) 13. 18 

Land Revenue 90.00 69.85 (-) 20. 15 (-) 22 .39 

Non-Tax Revenue 

Misc. General Services 70.00 55.48 (-) 14.52 (-)20.74 

Interest Receipts 437.97 525.17 (+) 87.20 (+) 1. 9.9 1 

Fo restry and Wild Life 262.79 76.86 (-) 185.93 (-) 70.75 

Major and Medium Irrigatio n 234.65 282.13 (+) 47.48 (+)20.23 

Education , Sports, Art and 195 .45 177.24 (-) 18.21 (-) 9.32 
Culture 

Non Ferrous Mining & 200.00 196.44 (-) 3.56 (-) 1.78 
Metallurgica l Industries 

The reasons for vari ation where it was substantial, though ca lled for (November 
2001), from the state government, have not been received (January 2003). 
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Revenue Head 

•· 
II 

1 

Trade Tax 

Chapter-I - General 

Cost of collection 

The gross collections in respect of major revenue receipts, expenditure inc uJTed 

on their collection and percentage of such expenditure to the gross collection 

duii ng the years 1998-99, 1999-2000 and 2000-2001 along with the re levant A ll 

Indi a Average percentage of expenditure on collection to gross collection for 

1999-2000 are given below: 

(Rupees in crore) 

Year Gross Expenditure Percentage of All India 
Collection on expenditure to Average for 

' 
Collection gross collection the year 

1999-2000 
' ' ... ,,. '! " 2 3 4 5 6 

1998-99 3377.89 80.5 1 2.4 

1999-2000 3703.59 133.05 3.6 l.56 

2000-2001 6059.47 135.62 2.2 

Taxes on Vehicles, 1998-99 449.48 14.21 3.2 
Goods & Passengers 

1999-2000 612.36 0.18 0.03 3.56 

2000-2001 64 1.00 10.57 1.6 

State Excise 1998-99 1631.34 24.48 l.5 

1999-2000 2126.33 24. 16 1.1 3.3 1 

2000-200 1 2237.75 28.09 1.3 

Stamp Duty and 1998-99 1031.78 13.71 1.3 
Registration fees 

1999-2000 1177.57 20.80 1.8 4.62 

2000-2001 1268.86 25.56 2.01 

1.4 Performance of assessment work in Trade Tax Department 

(a) Arrears in assessments 

The number of assessments pending at the beginning of the year, cases becoming 

due during the year, cases di sposed of duiing the year and the cases pending 

finalisation at the end of the year, as reported by the Trade Tax Depa11ment for 

5 
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Year 
' 

" 
"' 

1 

1996-97 

1997-98 

1998-99 

1999-2000 

2000-2001 

Year 

Ii 
I! 

1 

Appeal cases 

1996-97 

1997-98 

1998-99 

1999-2000 

2000-200 1 

the years 1996-97 to 2000-2001 are given below: 

Opening "' P.ercent~ge of Cases due for Tota l Cases w'' Balance.at 
Balance · assess1nent , 

; . finalised the close of column5 to 4 I• 

during the · ' during .the 
1 

the year· ' 
' ' I• year year 

2 ·\' 3 ' 4 s ~. 6, 7 
" I 

5.62,847 5,26.778 10,89,625 4.86.648 6,02,977 44.70 

6,69,353 4,5 1,315 11 ,20,668 7,30,55 I 3,90, 117 65. 19 

4,42,379 4,66,899 9,09,278 4.89,535 4,19,743 53.84 

4,57 ,508 4,89,838 9,47,346 4,89,357 4,57,989 51.66 

4,57 ,989 4,61,697 9,19,686 4,90,853 4,28,833 53.37 

It was seen that the c losing balance of the years 1996-97, 1997-98 and 1998-99 

differs from the opening balance of the succeeding years. The department stated 

that th is was due to information received from other departments during the year 

and rectification of mistakes. The department needs to coJTect the system of 

maintenance of records to ensure consistency and coJTectness of statistics. 

(b) Appeal and revision cases 

(i) The number of appeal and revision cases due for di sposal and finalised 

by the Trade Tax Department during the years 1996-97 to 2000-200 l together 

with the number of appeal and revision cases pending at the end of 2000-2001 as 

reported by the Department are indicated in the following table: 

Opening Number of Total Number of Balance at. Perc~ntage of 
appeals filed appeals the close of . cases disposed 

Balance during the ,, disposed of the year of to the total 
year during the year number of 

cases ., + "' " .. i 

; .. 
:r 

2 Ii' 3 4 s ; 6 7 
'.( . 

56,879 42,166 99 ,045 32,913 66,132 33 

66,132 48.794 1,14,926 54,932 59,994 48 

59,994 61,93 1 1,21 ,925 61,339 60,586 50 

60,586 55 ,194 1,15,780 64,168 5 1,612 55 

5 1,612 46,876 98,488 58,905 39,583 60 

6 

., 



·. 

YeaF 

I 

Cllapter-1 - General 

Revision cases 

1996-97 61 ,894 8444 70,338 13,226 57,112 19 

1997-98 57,112 9544 66,656 16,609 50,047 25 

1998-99 50,047 14,225 64,272 14,858 49,414 23 

1999-2000 49,414 Not Avai lable 

2000-2001 Not Available 

(ii) Year - wise break up of the appeal cases pending as on 31 March 2001 

was as under: 

Up to 1998 314 

1999 

2000 

2001 

Total 

2370 

26787 

10112 

39583 

An·alysis of collectio~ 

The break up of total collection (at pre-assessment stage and after regular 

assessment) of Trade Tax during 2000-2001 and corresponding figures for 

preceding two years as furni shed by the Department are given below: 

(Rupees in crore) 
. l 

J ' 

Amount collected Amount collected ·Net Percentage 
at pre-assessment after regular of Col.2to 5 

stage assessment 

2 3 4 5 . 6 

1998-99 3211.84 190.5 1 24.46 3377.89 95 

1999-2000 3732.35 107. 33 55 .04 3784.74 98 

2000-2001 5934.99 124.48 37.44 6022.03 98 

7 



Audit Report (Revenue Receipts) f or the year ended 31 March 2001 

SI. 
No. 

1 

l 

2 

3 

4 

5. 

6. 

. 

Heads of 
revenue 

2 

Trade Tax 

Cane Purchase 
Tax (Sugar 
Factories) 

1.6 

As on 3 1 March 2001, arrears of revenue under principal heads of revenue as 

reported by the concerned Departments were as under: 

' 
Arrears pending 

collection 
(Rupees in crore) 

Remarks 

Total More than 
5 year~ old 

<< ' " 
., > " ~ 

' . ,, 
3 4 5 

6906.35 Not Out of Rs. 6906.35 crore, demand for Rs.899.29 crore had been 
Available certified fo r recovery as arrears of land revenue. Recoveries 

amounting to Rs. 136.48 crore and Rs.38.63 crore had been stayed 
by the courts and Government respectively. Recoveries amounting 
to Rs. 130.15 crore were he ld up due to rectification/review 
applications. Demand for Rs. 1243.74 crore was li kely to be wri tten 
off. Specific action taken in respect of remaining arrears of 
Rs.4458.06 crore had not been intimated by the Department. 

26.35 Ni l Out of Rs. 26.35 crore, de mand for Rs. 1.36 crore has been 
certified for recovery as a rrears of land revenue. Recoveries 
amounting to Rs. 0.53 crore had been stayed by courts. Specific 
action taken in respect of remaining arrears of Rs.24.46 crore had 
not been inti mated by the Department. 

Forestry and Wild 13.12 Not Out of Rs.13.12 crore, demand for Rs.7 .97 crore had been certified 
li fe Avai lable for recovery as arrears of land revenue. Recovery amou nti ng to 

Rs.0.33 crore had been stayed by the courts. Demand for Rs.0.03 
crore is likely to be wri tten off Rs. 0.06 crore has been adjusted 
against security. Specifi c action taken in respect of the remaining 
arrears of Rs.4.73 cro re had not been intimated by the Dep artment. 

Entertainment 6.05 3. 16 Out of Rs. 6.05 crore. demand for Rs. I. I I crore had been certified 
Tax for recovery as arrears of land revenue. Recoveries amounting to 

Rs . 3.92 crore and R s< 0.54 crore had been stayed by the courts and 
Government respectively. Specific action taken in respect of 

.. 
of Rs. 0.48 crore had not intimated by the remaining arrears 

Department. 

State Excise 83.97 N il Out of Rs.83.97 crore demand for Rs. 10.17 crore had been 
certified for recovery as arrears of land revenue. Recoveries 
amo unt ing to Rs.7 1.57 crore had been stayed by the courts and 
2.23 crore as parties declared insolvent. 

Stamp and 11 5.79 Not Out of 11 5.79 crore. demand of Rs.73.99 crore had been certified 
Registration fees Avai lable for recovery as arrear of land revenue. Recovery amou nting to 

Rs.4 l .80 crore had been stayed by the courts< 
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1. 7 Results of audit 

Test check of records of Trade Tax, State Exc ise, Taxes on Vehicles , Goods and 

Passengers, Stamp duty and Registration Fee, Land Revenue, Elec tricity duty, 

Tax on Purchase of Sugarcane, Entertainment Tax, Publ ic Works Department, 

Irrigation Department and Forest Receipts etc. conducted during the year 2000-

2001 revealed under assessments/short levy/ loss of revenue amounting to Rs. 

1632.33 crore in 2629 cases. During the course of the year 2000-200 1 the 

concerned departments accepted under assessments etc. of Rs.60.99 crore 

involved in 704 cases, of which 183 cases involving Rs.l.92 crore had been 

pointed out in audit during 2000-2001 and the rest in earlier year. 

This report contains 28 paragraphs and 4 reviews relating to non levy, short levy 

of tax , duty, interest, penalty etc. involving Rs.948.06 crore. The departments/ 

Government have accepted audit observations invo lving Rs. 15.37 crore in 511 

cases, of wh ich Rs. 0.54 crore had been recovered upto June 2001. No replies 

have been received in remaining cases (October 2001). 

1.8 Outstanding Inspection Reports and audit observations 

Audit observations on incorTect assessments, short levy of taxes , duties, fees , 

etc. as also defects in initial records noticed during audit and not sett led on the 

spot are communicated to the heads of offices and other departmental authorities 

through inspection reports. The more importan t irTegularities are reported to the 

heads of departments and Government. The heads of offices are required to furnish 

replies to the inspection reports through the respective heads of departments 

w ithin a period of two months. 

T he number of inspecti on re ports and audit observations relating to revenue 

receipts issued up to 31December2000 which were pending settlement by the 

departments as on 30 June 2001, along with conesponding fi gures for the 

preceding two years are given below: 

1999 2000 2001 

Number of inspection reporrs pending settlement 6429 7300 8504 
upto June 

Number of outstanding audit observations 14565 14709 15867 

Amount of revenue involved (in crore of rupees) 1646.51 I 828.98 5080.99 
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SL 

No. 

1 

1 

2 

3 

4 

5 

6 

7 

Department wise break-up of the inspec tion reports and audit observations 

outstanding as on June 2001 is given be low:-

' 

Nature of receipts Numo erof Number of Amount of Year to 
outstanding outstanding revenue involved' which the 

' inspection audit , observations 

I • 
,, reports observations (in crores'~f relate .. 

".'! 
rupees 

" 
.. 1•; 

2 3 I ~ . , 4 5· 6 . ' 

Forestry and Wild life 861 1804 1322.95 1990-91 

to 

2000-200 1 

Trade Tax 2683 5171 335 1.01 1984-85 

to 

2000-2001 

Irrigation 306 685 82.74 1984-85 

to 

2000-2001 

State Excise 528 7 19 124.54 1984-85 

to 

2000-2001 

Land Revenue 83 1 1274 3 1.5 1 1987-88 

to 

2000-2001 

Taxes on Vehicles, Goods and 672 201 I 36.22 1984-85 
passengers 

to 

2000-2001 

Public Works 305 640 22.53 1984-85 

to 

2000-2001 
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1" 

1 2 3 4 s 6 
- ,. 

-

8 Taxes on purchase of sugarcane 72 84 11.24 1985-86 

to 

2000-2001 

9 Stamp duty and Registration fees 1482 2337 59.96 1983-84 

to 

2000-2001 

Other Departments 

A 

B 

c 

D 

E 

Agriculture 163 300 14.75 1984-85 

to 

2000-2001 

Electricity Duty 307 376 11.29 1988-89 

to 

2000-2001 

Food and Civil supplies 80 155 0.69 1984-85 

to 

2000-2001 

Cooperation 88 109 5.78 1984-85 

to 

2000-2001 

Entertainment Tax 126 202 5.78 1986-87 

to 

2000-2001 

Total 8504 15,867 5080.99 

This was brought to the notice of government in October 2001 , intimation 
regarding steps taken by the government to clear the outstanding inspection reports 
and audi t observations has not been received (December 2001) 
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6 
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10 

.2.1 Results of Audit 

Test check of assessments and other records of Trade Tax Offices conducted in 
audit during 2000-2001 revealed under assessment of tax, non/short levy of 
penalty/i nterest iITegular exemption of tax etc. amounting to Rs.534.86 crore in 
1080 cases, which broadly fa ll under the fo llowing categories. 

(Rupees in lakh) 

Categories 
~ 

No. of cases Amount 
·" . ·-

Non levy or short levy of penalty/i nteres t 457 459A4 

Irregular exemption 166 1,302. 16 

Non levy of additional tax 38 66.17 

Incorrect rate of tax 2 13 581.34 

Misclassi fication of Goods 44 1,965.46 

Turnover escaping tax 06 0.36 

l1Tegularities rela ting to Central Sales Tax 23 108.13 

Under assessment of tax 46 639.61 

Other i1Tegulari ties 85 14,506.01 

Reviews:-

( i) Review on "Working of S. l.B. and its impact 01 30,081.00 
on collection of revenue" 

(ii) Review o n "Imposition of Penalties and 
Realisation thereof' in Trade Tax Department 

01 3,776.00 

Total 1080 53,485.68 

Duri ng the year 2000-2001, the depa1t ment accepted under assessment etc. of 
R s.46.79 lakh involved in 110 cases, of which 101 cases involving Rs. 37.04 
lakh had been pointed out in audit during 2000-200 1 and the rest in earlier years. 
Of this a sum of Rs. 7.40 lakh involved in 37 cases had been recovered upto 
March 2001. 

A few illustrative cases and 2 Reviews involving Rs. 105.66 crore are mentioned 
in the fo llowing paragraphs: 

2.2 Review on "Working of Special Investigation Branch and its 
Impact on Collection of Revenue" 

2.2.1 Introduction 

Trade Tax, known as sa les tax in other states , is the major source of revenue of 
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the Government, constituting nearl y 43 per cent of the total tax revenue. It is 
levied and collected under the U.P. Trade Tax Act, 1948 (UPTI Act), and the 
Central Sales Tax Act, 1956 (CST Act). 

To arrest evasion of trade tax in the state power of entry into and inspecti on of 
trader's business premises and to seize the books of accounts of traders are laid 
down under Section 13 of U.P. Trade Tax Act. For this purpose, the Commissioner, 
Trade Tax has established Special Investigation Branch, (SIB) consisting of 15 
Deputy Commissioners (SIB). 

2.2.2 Organisational Set up 

The overall contro l and direction relating to the SIB vests with the Commissioner, 
Trade Tax, U.P. with Headquarters at Lucknow. The State including Uttaranchal 
is divided in to 15 Administrative zones each headed by a Deputy Commissioner 
(SIB). The zone is further di vided into circles and sectors each under the charge 
of Ass istant Commissioner, (SIB) and Trade Tax Officer, Grade I/II (SIB) 
respectively. 

2.2.3 Scope of Audit 

With a view to see that working of SIB is in consonant with the provisions of 
Act, a review was conducted from July 2000 to April 2001 covering the period 
from 1995-96 to 1999-2000. Out of 41 units of SIB, records of 14 un its in 7 
zones were test checked. 

2.2.4 Highlights 

• 16 cases involvi ng escaped tum over of Rs. 32.85 crore were not fina lised 
even after six months from the date of receipt from Range Offices. 

• 
(Para 2.2.6) 

65 cases involving tax effect of Rs.27.95 crore were pending with various 
appe llate authorities and out of total demand of Rs. 228.88 crore raised 
by the department, only a sum of Rs. 54.17 lakh was real ised and the 
balance amount of Rs. 228.33 crore sti ll remains unrecovered. 

(Para 2.2. 7) 

• 249 cases of stock transfer/consignment sale worth Rs. 394.97 crore were 
pending verification since 1995-96 which involved tax effect of Rs.39.50 
crore. 

(Para 2.2.8) 
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2.2.5 Statistical data relating to SIB Survey 

As per provisions of the Trade Tax Manual, each Range Officer (SIB) is required 
to maintain a confidenti al complai nt regi ster in which the information regarding 
tax evasion received from any source against any trader is recorded. Further, SIB 
also maintains a confidenti al informati on register for each di strict separately 
showing details such as list of market areas, their c losure day, sensitive localities, 
names of habitua l tax evaders etc. On the basis of such compiled information , 
the survey is conducted by the Range Officers (SIB). 

As per Annual Report of 1999-2000 of Trade Tax Department, the position of 
Survey conducted by SIB in the State during the last 5 years was as under: 

1995-96 1996-97 1997-98 1998-99 1999-2000 Total 
, 

. 

2 3 4 5 6 7 8 

No. of SIB Uni ts 20 41 41 41 41 

Total Surveys 2822 3872 5113 5743 6727 24,277 
conducted 

Records seized 935 1147 1407 1462 1472 6423 

Adverse Survey 1349 1899 2525 2884 3466 12,123 

General Survey 538 826 11 81 1397 1789 573 1 

It is evident from the above tab le that there was a trend of increase with regard to 
adverse survey in each year. Out of 24277 surveys conducted during the last fi ve 
years, 12123 (50 per cent) were fo und adverse i.e. no evasion was fo und in these 
cases. Further records of only 6423 dea lers were seized (26 per cent) in surveys 
which were insignificant. T hus it is c lear that surveys were conducted without 
adequate seriousness/preparation. 

It was further noticed that the percentage of adverse surveys in 2 zones (Agra 
and Varanasi) was 65.57 as against 50 per cent for the state as a who le. Details 
are given below: 

Name of Circle 'Year Total No. of Survey Total No. of Adverse Survey Total 
conducted 

April to January April to January 
December to March December to March 

2 3 4 5 6 7 8 9 

Agra 'A' Range 1995-96 l 17 27 144 108 27 135 

1996-97 90 63 153 72 42 114 

1997-98 85 47 132 71 45 116 

1998-99 67 47 114 62 42 104 

1999-2000 74 55 129 59 47 106 

Total 433 239 672 372 203 575 
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1 
2. 

3. 

2 3 4 l s 6 7 8 9 
Agra 'B' Range 1995-96 120 44 164 74 31 105 

1996-97 69 38 107 28 26 54 
1997-98 88 40 128 21 36 57 
1998-99 81 49 130 33 36 69 
1999-2000 100 45 145 36 34 70 

Total 458 216 674 192 163 355 

Varanasi 'B' Range 1995-96 87 66 153 40 53 93 

Total 

Grand Total 

SI. 

No. 

.. 1~ 

1. 

2. 

1996-97 94 57 151 56 41 97 
1997-98 71 74 145 26 40 66 
1998-99 72 19 91 55 6 61 
1999-2000 49 17 66 24 9 33 

373 233 606 201 149 350 
1264 688 1952 765 515 1280 

It would be seen that most of the surveys were conducted hun-iedly in the last 
quarter of the year as a result most of these turned to be adverse. 

On being pointed out in audit the department stated (September 2000) that 
increased percentage of adverse serveys was due to availabi lity of proper records 
at the survey premises. This indicates that the information network of the SIB 
was not very reliable. 

2.2.6 Delay in.finalisation of cases by the Assessing Officers 

As per Trade Tax Manual, the assessing officer is required to finalise the SIB 
cases with in a peri od of six months from the date of receipt fro m the Range 
Officer (SIB). 

During the course of audit, it was noticed in five zones that 16 cases involving 
Rs. One crore and above each, involving escaped turnover of Rs. 32.85 crore 
were lyi ng unfina li sed even after six months. 

2.2. 7 Non-recovery of demand 

The demands rai sed by the assessing officers on the basis of reported cases of 
evasion by DC (SIB) were sti ll pending in appea ls as per detail s given below: 

(Rupees in lakh) 

Name of Cases in Appeal Demand Amount Amount 
Zone No. Amount raised Recovered pending 

involved .. 
2 3 4 5 6 7 

Agra 9 1,466.60 6,051.13 15.32 6,035.81 1 

Al lahabad I 1.00 712.00 3.21 708.792 

I Mis Gangadhar & Sons. Mis Shakti Enterprises, Mis Indian Oil Corporation, Mis Moolchand Shyam Lal. 
2 Mis R M Enterprises. Mis Maya Agro Products Ltd. 
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2 3 t ""4 5 6 7 

Ghaziabad 8 91.48 3,504.75 32.39 3,472.36 l 

Kanpur 24 508.62 3,28 1.15 2.77 ' 3,278.38-

Lucknow 3 107.07 1,701.06 --- 1,701.063 

Meerut 2 78. 13 2,568.38 0.48 2,567.90 4 

Varanasi 18 542.32 5,069. 17 --- 5,069.17 5 

Total 65 2,795.22 22,887.64 54.17 22,833.47 

65 cases involving tax effect of Rs.27.95 crore were pending with various 
appel late authorities for the period from September 1995 to M arch 2000. The 
department failed to pursue vigorously these cases and thus providing undue 
relief to the dealers. Out of total demand of Rs. 228.88 crore, only a sum of Rs. 
54. 17 lakh was recovered, which is negligible . 

2.2.8 Non-verification of Stock Transfer/Consignment Sale to Other 
States 

Under the Central Sales Tax Act and Rules framed thereunder, no tax is payable 
by a deaJer on stock transfer to other States on fulfilment of certain conditions. 
To check the fraudulent transactions relating to stock transfers, the Commissioner 
directed the Deputy Commissioner (SIB) to verify persona lly and physica lly the 
cases of Rs. 40,000 and above. It was, however, noticed that in 7 zones stock 
transfer/consignment sale of Rs. 394.97 crore involving tax effect of Rs. 39.50 
crore were either not found correct or pending verification since 1995-966. 

Effective steps were not taken by the department to verify the cases of stock 
transfer to other states expeditiously. In Kanpur and Varanasi zones not even a 
single case could be got verified (December 2000) and in Agra Zone, out of 104 
cases only 2 cases could be verified since 1995-96. 

On being pointed out in audit, the department stated (December 2000) that cross 
verification of stock transfer could not be carried out due to inadequate budget 
provision for trave lling allowance, shortage of staff and a lso due to non-

Mis G. D. Steel & Gases Pvt. Ltd .. Mis Baron International Ltd .. Mis Swarnima Oil Industries Ltd. 
Mis Kamal Trading Co., Mis Somani Iron and Steel Ltd .. Mis Mohan Steel Ltd. 

2 Mis RH L Profils, Mis Vikas Trading Co .. Mis National Trading Co .. Mis Uttar Pradesh laghu udyogh 
Nigam (U.P. S I C Ltd.) 

3 Mis Maa Vaisnav Agency, Mis United India Publications. Mis Rapti Commission Agency. 
4 Mis Suresh Ku mar. Mis Central Distillery and Bebrics, Bombay. Mis DCM Sri Ram Industries. Mis 

Kumar Trading Co., Mis Bhawani Trading Co. 
5 Mis Kamal Traders. M is Rajeshwar Lottery Agency, Mis Shanti Agency. Mis Varunacoal Commission 

Agent. 
6 Mis Hise India Pvt. Ltd .. Mis Asian Paints India Ltd. , Mis Aeroclub. Mis HMT Ltd .. Mis Synthetic & 

Chemicals Ltd., Mis Star Paper Mills Ltd. Mis Tata Chemicals Ltd .. Mis Ramprasad Harishchandra. 
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cooperati on by the officers/staff of the concerned states. This is not tenable as 
no proof of inadequate budget I staff and non cooperation by other states was 
available on record. 

2.2.9 Other Interesting Points 

Under Section 3E of the Act, every dealer is li able to pay additional tax, in 
addition to the tax payable under other provisions of the Act in respect of turnover 
of sales or purchases, or both, as the case may be with effect from Ist August 
1990, calculated at the rate of 25 per cent of the tax payable by him for that 
assessment year. 

Duiing audi t of Assistant Commissioner (Assessment)-!, Trade Tax, All ahabad, 
it was noticed (January 2001) that a dealer sold cement worth Rs. 5. 17 crore 
during the year 1992-93 on which tax (including additional tax) at the rate of 
12.5 per cent was levied (February 1994). However, during remand, the assessing 
officer inc reased the turnover to Rs. 5.31 crore and levied (August 1997) tax 
thereon at the rate of 10 per cent but omitted to levy the additional tax at the rate 
of 2.5 per cent. This resulted in non-levy of additional tax of Rs. 13.27 lakh . 

On thi s being pointed out in audit, the department stated (January 2001) that 
action would be taken after necessary verifi cation. 

2.2.10 Non-maintenance of prescribed records 

Deputy Commissioner (SIB) is required to maintain records for stock verification 
and consignment sales whereas the assessing officers are required to maintain 
Register in Form R-14A and R-14B for recording SIB re ports and in formation 
indicating source of information and idea of turnover of the deale r. During test 
check it was noticed that these Registers were not maintained in most of the 
zones or the same were incomplete wherever maintai ned. This resulted in 
ineffective contro l over the working of the SIB . 

This indicates that the inte nded purpose for which SIB was established could 
not be achieved mainly due to inadequate monitoring, non - prescri bing of any 
norms. 

The foregoi ng points were reported to the depa11ment and Government (June 
2001 ); the ir repli es have not been received (October 200 1). 
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. • . . ' . flii{l . ' 

Review on ~~Imposition of Penalties and tealishtion 'thereof''.in 
•· ,_ - ~ ,, - ' - f . • • ' • ~ ,, • f tj: ' '. 

Trade Ta~ Departinen~ --- ' ,.,~ - , 

2.3.1 Introduction 

Under the U.P. Trade Tax Act, 1948 if the assessing authority of Trade Tax finds 
any default by a dealer or other person he may after inquiry, di rect that such 
dealer or person shall pay penalty in addition to the tax payable by him. The 
Central Sales Tax Act, 1956 also empowers the Trade Tax Authorities to impose 
a penalty on a dealer or person if in purchasing goods he is found guilty of an 
offence mentioned under clauses of Section 10 of the Act. However, in case of 
default in sales the provisions of State Act would apply. 

2.3.2 Organisational Set up 

The overall contro l and direction of the Trade Tax Depa11ment vests with the 
Commissioner Trade Tax , Uttar Pradesh with headquarter at Lucknow. The 
Commissioner is assisted by Additional Commissioners, Deputy Commissioners, 
Ass istant Commi ssioners and Trade Tax Officers . For admini strati ve 
convenience, the State is divided into 39 ranges, (i ncluding Uttranchal ), each 
headed by a Dy. Commissinoer (Executive) . The range is fur1her divided into 
circ les which are sub di vided into sectors, each under the charge of an Assistant 
Commissioner (Assessment) and Trade Tax Officer respecti vely. 

2.3.3 Scope of Audit 

With a view to ascertaining the cases of non-imposition of penalties leviable 
under the provisions of the U.P. Trade Tax Act, 1948 and the Central Sales Tax 
Act, 1956, and also to ascertain the position of reali sation of penalties, a review 
in audit was conducted from Jul y, 2000 to March, 2001. For thi s purpose re levant 
cases in 20 ranges (77 Trade Tax Circles and 33 Sectors) out of39 ranges, assessed 
during the peri od from 1994-95 to 1999-2000 were test checked. 

2.3.4 Highlights 

• 47 dealers in 32 circ les and 5 sectors were li able to pay penalty of Rs. 
2.3 1 crore fo r late deposit/non-deposit of tax due. 

(Para No. 2.3.5) 

• In 18 c irc les and 15 sectors, 42 dea lers were liable to pay penalty 
amounting to Rs. 4 .55 crore for suppressed/concealed turnover. 

(Para No. 2.3.6) 
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• 21 dealers in 11 circles and 1 sector were li able to pay penalty amounting 
to Rs. 4. 17 crore for furni shing of false certificate/ declaration. 

(Para No. 2.3.7) 

• 17 dealers in 9 circ les and 6 sectors were liable to pay penalty of Rs. 2.06 
crore for unauthorised impo1t of goods. 

(Para No. 2.3.8) 

• 10 dealers in 8 circles and 2 sectors were li able to pay penalty amounting 
to Rs. 20.52 crore for mjsuse of raw materials . 

(Para No. 2.3.10) 

• 48 dealers in 30 circles and 7 sectors were li able to pay penalty amounting 
to Rs. 3.39 crore for purchases made against declaration in Form 'C' 
other than those covered by their certificate of registration. 

(Para No. 2.3.12) 

2.3.5 Non-imposition of penalty for late deposit/non-deposit of tax due 

Under Section 15-A(l)(a) & (e) of the Act, if a dealer had without reasonable 
cause fa iled to furni sh the return of his turnover or to furnish it within the time 
allowed and in the manner prescribed or to deposit the tax due under the Act, 
before furnishing the return , he would be li able to pay by way of penalty in 
addition to the tax, if any, payable by him, a sum which shall not be less than 10 
per cent but not exceeding 25 per cent of the tax due if the tax is up to ten 
thousand rupees and 50 per cent if the tax due is above ten thousand rupees. 
Commissioner vide hi s circular dated 4 November, 1991 had clearly directed 
assessing authorities to start proceedings of penalty si multaneously or just after 
assessment. 

During test check it was noticed in the office of 32 Asstt. Commissioner (A) 
and 5 Trade Tax Officers (A)1 that47 dealers liable to pay the tax due amounting 
to Rs. 23.08, crore either deposited the tax late or fai led to deposit the tax at all. 
Delay ranged from 2 days to 33 months , for wh ich the dealers were liab le to pay 
a minimum pena lty of 10 per cent of the tax due amounting to Rs. 2.31 crore, 
which was not imposed by the department. 

I Kanpur (3) . M eerut (3) . Ghaziabad (6) . Noida (5), Varanasi (4) . Sonebh adra ( I ) . A gra ( I ) . 
Lucknow (8). A zamgarh ( I), Aligarh (2) . Bareilly ( I ), Moradabad ( I ). Sitapur ( I ) 
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2.3.6 Non-imposition of penalty for concealment of turnover 

Under Section 15-A(l )(C) of the Act, if the assessing authority is satisfied that 
any dealer has concealed the particulars of his turnover or has deliberately 
furnished inaccurate particulars of such turnover, he may direct that such dealer 
shall pay by way of penalty, in a~diti on to tax a sum not less than 50 per cent but 
not exceeding 200 per cent of the amount of tax which would thereby have been 
avoided. 

During test check it was noticed in the offices of 18 Assistant Commissioners 
(A) and 15 Trade Tax Oficers (A)1 that the suppressed/ concealed turnover of 42 
dealers was determined by the department at Rs. 139.94 crore on which tax was 
levied but no penalty was imposed the dealers were li able to pay a minimum 
penalty of Rs. 4.55 crore. This resulted in non-levy of penalty of Rs. 4.55 crore. 

2.3. 7 Non-imposition of penalty for issue of false certificate/declaration 

Under Section 15-A (l )(I) of the Act, if a dealer issues or furnishes a false 
certificate or declaration , by reason of which a tax on sale or purchase ceases to 
be leviable under thi s Act, he may be liable to penalty for a sum not less than 50 
per cent but not exceeding 200 per cent of the amount of tax which thereby have 
been avoided. 

During test check it was noticed in the offices of 11 Assistant Commissioners 
(A) and 1 Trade Tax Officer (A)2, that 2 1 dealers had furni shed false certificate/ 
declaration regarding stock transfer/consignment of goods valuing Rs. 278 crore 
on the basis of which they avoided tax of Rs. 8.34 crore while tax was imposed 
on thi s amount, no penalty was imposed. This resulted in non-levy of penalty of 
Rs. 4.17 crore. 

2.3.8 Non-imposition of penalty on irregular import of goods 

Under Section 15-A(l )(o) of the Act, if a dealer imports or transports or attempts 
to import or transport any goods in contravention of the provisions of Section 
28-A of the Act, he shall be liable by way of penalty a sum not exceeding 40 per 
cent of the value of goods involved or three ti mes of the tax leviable on such 
goods under any provisions of this Act whichever is higher. 

During test check it was noticed in the offices of 9 Asstt. Commissioners (A) 
and 6 Trade Tax Officers (A)3 that 17 dealers imported goods valuing Rs. 5.16 
crore without Form-31 against the provision of Section 28-A but the penalty 
amounting to Rs. 2.06 crore was not imposed. This resulted in non-levy of penalty 
of Rs. 2.06 crore. 

I Luc know (4), Moradabad ( I), Aligarh ( I), Kanpur (5), Meerut (3), Ghaziabad (3). Moghalsarai ( I) . 
Bijnore ( I ). Banda ( I), Mainpuri ( I) . Shahj ahanpur ( I). Etah ( I), Orai ( 1), Hasanpur ( I) . Fatehgarh 
( I). Agra ( I), Noida (2), Bareilly ( I), Varanasi (2), S ilapur ( 1 ). 

2 Kanpur (5). Agra ( I). Moradabad ( I), Meerut (2), and Noida (3). 
3 Ghaziabad (2). Varanasi (2). Moradabad (I ). Mecrut (2), Lucknow (2), Barcill y (I), Agra (3). Noida 

( 1 ) . and Fatehgarh ( I). 
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SL Name of Circle/ 
No sector 

1 2 

I. Asstt. 
Commissioner 

(A) 3, Lucknow 

2. Assll. 
Commissioner 

(A) 6, Lucknow 

2.3.9 Non-imposition of penalty for excess realisation of tax 

Under section 15-A(l )(qq) of the Act, if a dealer realises any amount as Trade 
Tax on sale or purchase of goods or any amount in lieu of such tax by giving it 
any different name or colour in contravention of the provisions of sub-section 
(2) of Section 8-A, he may be liable for penalty for a sum not less than the 
amount of tax realised but not more than three times of the said amount. 

During test check it was noticed in the offices of 8 Asstt. Commissioners (A)1 

that 11 dealers had realised Rs. 24.23 lakh as excess tax from the customers, 
which were forfeited by the department but no penalty was imposed on them. 
The dealers were thus liable to pay a minimum penalty of Rs. 24.23 lakh. 

2.3.10 Non-imposition of penalty for otherwise disposal of goods. 

Under Section 4-B(5) of the Act, read with Government notification dated 29 
August 1987 special relief in tax has given to manufacturers on purchase of raw 
materials, packing materi als etc. required for use in the manufacture of notified 
goods on fu lfilment of certain conditions. In case of use of the raw materials for 
a purpose other than that for which recognition certificate has been granted or 
disposed otherwise, the dealer shall be liable to pay by way of penalty, a sum 
which shall not be less than the amount of relief in tax so secured by him, but 
shall not exceed three times of such relief. 

During test check it was noticed in the offices of 8 Asstt. Commissioners (A) 
and 2 Trade Tax Officers (A) that 10 dealers holding recognition certificates for 
the manufacture of notified goods, purchased raw mate1ials for Rs. 273.04 crore 
tax free/at concessional rate during the period from 1994-95 to 1999-2000 and 
got re lie f in tax to the tune of Rs. 20.52 crore. S ince these raw materials were 
not used in the manufacture of notified goods and disposed of otherwise, the 
dealers were liable to pay a minimum penalty of Rs. 20.52 crore as per detail s 
given below: 

(Rupees in lakh) 

Assess- Goods Purchased for Used in manufacturing Value of Amount Amount 
ment purchased manufacturing of /disposed otherwise goods of relliel of penalty 
Year in Tax 

3 4 5 6 7 8 9 

1990-9 1 Fabrics HDPE HDPE 102.38 10.24 10.24 

Bags Laminated wove n sacks 

1997-98 Acid Slu1Ty Detergent cake Raw material so ld as it 4.67 0 .35 0.35 
& Powder was 

I Kanpur (3). Mcerut ( I), Ghaziabad (3) . and Agra ( I). 

22 



I 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

JO. 

Chapter-2 - Trade Tax 

2 3 4 s 6 7 8 9 

Asstt. Commissioner J 997-98 Natural Gas Ferti lizer Electricity 12,446.46 933.48 933.481 

(A), Badaun & Naptha 

Asstt. Commissioner 1995-96 to Natural Gas Fe1tilizer Electricity 14,632.39 J ,097.44 1,097.442 

(A)l , Bareilly 1997-98 & Naptha 

Asstt . Commissioner (A)6, 1996-97 Shoe shoe Disposed 4.83 0.97 0.97 
Agra materials otherwise (sold) 

Asstt. Commissioner 1993-94 Chemicals Footwear Tanned Leather 6.86 0.51 0.51 

(A) J J, Agra 

Asstt. Commissioner J 993-94 Paddy Rice Consigned 36.57 l.46 1.46 

(A)4. Noida 

Trade Tax Officer, Sector- 1998-99 Timber Wooden Sold Timber in 19.48 2.43 2.43 
2, Firozabad Box cut pieces 

Trade Tax Officer Sector- 1993-94 Rubber Rubber Hawai Chappa! 36.81 3.68 3.68 
2 Meerut 

Asstt. Commissioner 

(A) 12 Agra 

chemical Product 

1993-94 Pig & Tron CJ .Castin Machinery Parts 13.27 1.59 1.59 
scrap g 

Total 27,303.72 2,052.15 2,052.15 

2.3.11 Non-imposition of penalty for non deposit of tax deducted at 
source 

Under Section 8-D(6) of the Act, every person responsible for making payment 
to any contractor for di scharge of any li ability on accoun t of val uable 
consideration payable for the transfer of property in goods in pursuance of works 
contract, shall deduct an amount equal to 4 per cent of such sum payable unde r 
the Act on account of such works contract. If any person fa il s to deposit the 
deducted amount as required under sub-section (3) into the Government Treasury, 
the Assessing authori ty may direct that such person shall pay by way of penalty, 
a sum not exceeding twice the amount so deduc ted. 

During the test check it was noticed in the offices of 4 Asstt. Commissioners 
(A) and one Trade Tax Officer (A)3 that 5 dealers deducted tax of Rs. 26. 13 lakh 
from the contractors but did not deposit into Governmen t Treasury, within time 
prescribed but no penalty of Rs. 52.26 lakh was imposed on them. 

2.3.12 Non-imposition of penalty on purchase of goods not covered 
under Certificate of Registration 

Under the provisions of Section 10 of the Central Sales Tax Act, 1956, a regi stered 

I Mis Tata Chemicals Ltd. 
2 Mis Indian Farmers Ferti lizers Coop. Ltd. 
3 Meerut. Shahjahanpur, Noida. Kanpur 
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dealer may purchase goods from a dealer in another State at a concessional rate 
of tax by furnishing declaration in prescribed form 'C' provided such goods 
have been specified in hi s certificate of regi stration. Issue of Form 'C' for 
purchasing goods which are not covered by the registration certificate constitutes 
an offence for which the dealer is liable to prosecution. The registering authority 
may, however, impose a penalty under Section 10-A not exceeding one and half 
times the amount of tax which wou ld have been levied in lieu of prosecution. 

During test check it was noticed in the offices of 30 Asstt. Commissioners (A) 
and 7 Trade Tax Officers (A)1 that 48 dealers had purchased goods valued at Rs. 
22.86 crore against declaration in Form 'C' which were not covered by their 
certificate of Registration. They were liable to pay penalty amounting to 
Rs. 3.39 crore which was not imposed. 

2.3.13 Non-imposition of penalty at check posts 

Under Section 28-A of the Act, read with Rule 85 of the U.P. Trade Tax Rules, 
1948, a regi stered dealer desirous of importing taxable goods, by road, from 
outside the state shall obtai n declaration in Form 'XXXl' from the assessing 
authority. One copy of such declaration is delivered by him at the check-post 
and the other to the assessing authority. For contravention of these provisions, it 
is the duty of the authorities of check-posts to impose penalty up to 40 per cent 
of the value of goods so imported. 

During test check it was noticed that during the year 1999-2000 three mobile 
units of Agra intercepted 22 vehic les which were caITying goods of unregistered 
dea lers from outside the State valued at Rs. 90.80 lakh. However, penalty 
amounting to Rs. 34.38 lakh had been imposed by the mobile squads and 
recovered too, whereas this should have been imposed by the authorities of 
check-posts. This shows that the check-posts are not vigilant enough to prevent 
unauthori sed import of goods. 

2.3.14 Position of imposition of penalty and realisation thereof 

A scrutiny of R-3 (Demand Register) maintained at 12 dist1icts/ Tehsi ls2 at the 
level of Asstt. Commissioners (A) and Trade Tax Officers (A) revea led that the 
penalty of Rs. 30.68 crore was imposed in 2711 cases during 1994-95 to 1999-
2000 out of which Rs. 2.24 crore were realised and Rs. 13.93 crore were reduced/ 

I Pali aka Ian ( I). Aligarh ( I). Kanpur (3). Noida (2), Varanasi (3). Agra (3). Khurja ( I). Bulandshar ( I). 
Brabanki ( I), Basti ( I), Meerut ( I), Dcoria ( I). Arnbcdkarnagar ( I). Allahabad (3). Mainpuri ( I). 
Ghaziabad (2). Shahjahanpur ( I), Bareilly ( I). Sh:kohabad ( I), Gorakhpur ( I). Lal itpur ( I). Sonebhadra 
( I). Etah ( I), Kosikalan ( I), Muzaffamagar ( I), and Gulawati ( I). Sardhana (I ) . 

2 Kanpur, Varanasi. Agra, Bareilly, Ghaziabad, Meerut, Noida, Moradabad. Lucknow, Aligarh , Sitapur. 
Paliakalan. 
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stayed by the appellate authorities/courts. The amount of Rs. 14.50 crore remained 
unreali sed so far. 

The foregoi ng points were reported to the department and Government (June 
2001 ); their replies have not been received (October 2001). 

2.4 Short-levy of tax due to misclassification of goods. 

Under the U.P. Trade Tax Act, 1948, tax is levied as per the schedule of rates 
notified by the Government from time to time. In case of goods which are not 
classified, tax is leviable at the rate of 8 per cent with effect fro m 7 September 
1981. Besides, additional tax is also leviable at the rate of 25 per cent of the tax 
wi th effect from l August, 1990. 

During audit of 15 Trade Tax Offices, it was noticed (between November 1998 
to September 2000) that due to misclassification of goods, co1Tect rate of tax 
was not applied which resulted in short levy of tax amounting to Rs. 42.82 lakh. 
Some i 11 ustrati ve cases are given below: 

(Rupees in lakh) 

Name of Office Year of Nature of Taxable Rate of Rate of Tax short 
Assessment I misclassification turnover tax tax levied 

levlable levied 
(Per (Per 
cent) cent) 

Assistant Commissioner 1996-97 Glucon C & D 234.80 10 7.5 5.87 

(A)-1, Aligarh clasified as medicine 

Assistant Commissioner 1996-97 & Power plant equipment 288.41 10 5 14.42 

(A)-I, Ghaziabad 1997-98 Classified as Electronic 
goods 

Trade Tax Officer, 1996-97 Pesticide classified as 31.37 10 7.5 0.78 
Sector-2, Barabanki medicine 

Assistant Commissioner 1998-99 Liquid Glucose 89.54 LO 7.5 2.24 
(A), Hapur Classifi ed as medicine 

Assistant Commissioner 1996-97 Liquid Glucose 30.65 10 7.5 0.77 
(A)-6, Varanasi Classified as medicine 

Trade Tax Officer, 1997-98 Lubricating Oil Classifed 11.50 10 5 0.58 
Sector-2 1, Kanpur as crude oil 

Assistant Commissioner 1.4.94 to Elew ical switch 16.33 10 3.75 1.02 
(A)- 11. Ghaziabad 30.9.94 equ ipment Classified as 

1.10.94 
electronic goods 

to 10.57 JO 5 0.53 - Do-
3 1.3.95 

1995-96 - Do- 2 1.99 10 2.5 1.65 

Assistant Commissioner 1996-97 Pol ypropelene waste 20.63 10 5 l.03 
(A)-5, Kanpur treated as waste product 
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9 . 

10. 

11. 

12. 

13. 

14. 

15. 

Assistant Commissioner J 997-98 Glass ba lls c lassified as 18.60 10 2 .5 1.39 
(A)-1. Ghaziabad sports goods -
Assistant Commissioner 1997-98 Diagnostic Kit C lassified 32.06 10 7.5 0.80 
(A)-4. Meerut as medic ine 

Assistant Commissione r 1996-97 Copper rod c lassified as 6 .75 JO 2.5 0.5 1 
(A )- Mirzapur ores & meta ls 

Ass istant Commissione r 1996-97 & Neel classified as 371.37 10 7.5 9.28 
(A)- 6, Kanpur 1998-99 Washing material 

Assistant Commissioner I 997-98 Neel class ified as 29.53 JO 7.5 0 .74 
(A), Hathras Washing material 

Assistant Commissione r 1997-98 Ultramarine blue 25.47 10 7.5 0.64 
(A)-14, Kanpur classified as Washing 

material 

Assistant commissioner 1993-94 Thymole classified as 22.81 10 7.5 0.57 
(A)-I , Barei ll y 

Total 

medicine 

1262.38 42.82 

On thi s being pointed out in audit (between November 1998 to September 2000) 
the department revised the assessment in 5 cases1 and levied tax of Rs. 10.93 
Jakh. No reply had been received in other cases. 

The matter was reported to the department and Government (Ju ly 200 1); their 
replies have not been received (October 2001). 

Sh()rt-levy of tax due to applica~ion of lncorrect rate of tax 

Under the Act, tax is le viable as per schedule of rate notified by the Government 
from time to time. 

During audit of 12 Trade Tax Offices, it was noticed (between January 1998 to 
November 2000) that incorrect rate of tax was levied. This resulted in short levy 
of tax amounting to Rs. 1.02 crore as per detai ls given below: 

(Ru pees in la kh) 

SI.No Name of Office Assessment year Name of " 
. " ,. 
Taxable Rate of tax Rate of tax Tax 

1 

1 

2. 

3 

4 

Commodity Turnover leviable .r levied (per short 
" (Per cent) cent) levied 1

; 
~ h 

2 
,;!11 

3 rt 

c;> 

4 5 
.. 

6 ' 7 8 

Asstt. Commissoner 1993-94 to 1995-96 Refined ground 17.63 12.5 2.5 1.76 
(A)-II, Ghaziabad nut oil 

Asstt. Commissoner 1992-93 & 1993-94 Laminated 52.54 10 2.5 3.94 
(A)-II, Noida I-IDPE bags 

Asset. Commissoner 1996-97 Sponge iron 36 .18 10 4 10.55 
(A), Modinagar, 
Ghaziabad 

16.75 2.5 2 

Trade Tax Officer, 1995-96 Machinery 6,000.00 7.5 6.25 75 .00 
Sector- 14 , Kanpur parts 

A.C (A)I, Aligarh 5.87, A.C. (A), Mirzapur 0.51. A.C. (A) 11, Ghaziabad 3.20, T.T.0. Sector-II. Barabanki 
0.78, A.C. (A)l Barei lly 0.57. (Total = 10.93 lakh) 
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2 3 4 
~ 

.~ 5 6 7 8 

Trade Tax Officer. 1996-97 Cement 50.00 12.5 10 J.25 
Gr. II , Sector-5, 
Ghaziabad 

Asst!. Commissoner 1996-97 & Stationery 49.43 10 7.5 J.24 
(A)-18, Kanpur 1997-98 

Asstt. Commissoner 1996-97 Spare parts of water 50. 14 7.5 5 1.25 
(A)5, pump 

Varanasi 

Asstt. Commissoner 1996-97 Plastic container 10.53 10 5 0.53 
(A).Hardoi 

Trade Tax Officer, 1996-97 & Nut & bolts 12.27 10 5 0.61 
Sector- 13. Kanpur 1997-98 

(upto 3 1.8.97 
'Do' 10.59 7.5 5 0. 27 1.9.97 to 3 1.3.98 

Asstt. Commissoner 1996-97 & Duplex 23.37 JO 7.5 0.58 
(A), Bijnore 1997-98 Board 

Asstt. Commissoner 1994-95 Computer control 56.79 15 7.5 4.26 
(A)-1, Ghaziabad 

Asst!. 

Commissoner 
Hapur 

Total 

automation system 

1998-99 Maize 30.09 7.5 5 0.75 

(A)- Starch 

6,416.31 101.99 

On thi s being pointed out in audit (between January 1998 to November 2000) , 
the department accepted the audit objection in 6 cases1 and rajsed demands of 
Rs. 83.73 lak h. 

The matter was reported to the department and Government (July 2001 ); their 
rep I ies have not been recei ved (October 200 l ). 

2.6 Short levy of Central Sales Tax 

Under Central Sales Tax Act, 1956, tax on inter-state sale of goods not covered 
by declaration in Form 'C' or 'D ' is leviable at the rate of 10 per cent or at the 
rate applicable to the sale or purchase of such goods inside the State whichever 
is higher. 

During aud it of seven Trade Tax Offices, it was noticed (between June 1999 and 
February 2001) that i ncotTect rate of tax were levied on inter state sale of goods 
worth Rs. 172. 75 crore not covered by declaration in form 'C' I'D '. This resulted 

I T.T.O Sector 14. Kanpur 75.00. (2) A.C. (A), Hardoi. 0.53 (3) T.T.O Grade II, Sector II , Ghaziabad 
1.25 (4) A.C. (A) V. Varanasi 1.25 (5) A.C.(A)ll, Ghaziabad 1.76 (6) A.C.(A)ll. Noida 3.94. (Total = 
83 .73 lakh). 
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4 
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7 

in short levy of tax amounting to Rs. 13.75 crore as per details given below : 

(Rupees in lakh) 

Name of Office Year of 
.,r'43'» 

Name or 
1
,, Taxable *' Rate "' 

' . t 
•Rate of fux '.fa~~11'0rt 

commodity Assessment Turnover . ·' of tax leviable · .. . Jevied 
~ l' ' (~rc~nt)\jj'w " ., 

;] ' ,. levied¥ 
'V ~ 

.. ' (per , i I . 'i . " . . . 
cent) : 

" p . ., 
" ;n , 

'" ' ' 2 3 , 4 5 6 
' 7 'l,''J> 8 

Assistant 1997-98 Xerox M achine 16,201 .00 2 10 1,296.081 

Commissio ner 
(A)TI , Rampur 

Assistant 1996-97 Malt spirit 7 .92 10 25 l.19 
Commissio ner 
(A), Gonda 

Trade Tax 1995-96 & Lobia 12.97 Ni l 4 0.52 
Officer Gr.II , 1996-97 
Sector-II, 
Varanasi 

Assistant 
Commissio ner 
(A)l , Aligarh 

Assistant 
Commissio ner 
(A)Xl, 
Ghaziabad 

Ass istant 
Commissio ner 
(A)I, Ghaziabad 

Assistant 
Commiss ioner 
(A)l , Ghaziabad 

Total 

1997-98 Ac id Oil 192.21 2.5 10 14.42 

1996-97 HOPE Fabrics 133.5 l Ni l 4 5.34 

1996-97 & Power Plant 690.88 2 10 55 .27 
1997-98 Equipment 

1994-95 Computer 36.98 10 15 1.85 
control 
Automatio n 
system 

17,275.47 1,374.67 

On this being pointed out in audit (between June 1999 and February 2001) the 
department has raised additional demand of Rs. 7.83 lakh (between October 
1999 and September 2000) in three cases. 

The matter was reported to the department and Government (Jul y 2001); their 
replies have not been received (October 2001). 

2.7 Incorrect exemption 
• 

Under the Act, read with Government notifications dated 5 June, 1985 and 

I M/s Modi Xerox Ltd. 
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l February, 1989, sa le of textile manufactured by power looms, excluding PVC/ 
HDPE fabrics is exempt from payment of tax. 

During audit of Assistant Commissioner (Assessment )- XI, Trade Tax, Ghaziabad 
(December 1999) it was noticed that a dealer so ld HOPE fabrics wo11h Rs. 1.94 
crore during the year 1996-97 which was exempted from payment of tax instead 
of levying the tax al the rate of 4 per cent. This resulted in incorrect grant of 
exemption of Rs. 7.78 lakh. 

On this being pointed out in audit the department revised the assessment order 
raising demand of Rs. 7.78 lakh (September 2000). 

The matter was reported to the department and Government (July 2001); their 
replies have not been received (October 2001). 

2.8 Mistakes in computation of tax 

(a) During audi t of Trade Tax Officer, Grade-II, Sector-I, Mainpuri, it was 
noticed (December 1999) that a dealer sold imported coal wo11h Rs. 15 crore 
during the year 1996-97 on which tax was calculated and levied at the rate of 4 
per cent as Rs. 6 lakh instead of correct amount of Rs. 60 lakh. Similarly on the 
inter-state sale made of coal and chemical not covered by declaration in form 
'C' or 'D ' worth Rs. l 0 crore and Rs. 50 crore on which tax was calculated and 
levied at the rate of 4 percent and 10 per cent amounting to Rs. 4 lakh and Rs. 5 
lakh instead of correct amount of Rs. 40 lakh and Rs. 5 crore. Thus due to 
computation mistake there was short levy of tax amounting to Rs. 5.85 crore1. 

(b) During audit of Trade Tax Officer, Grade-II, Sector-12, Lucknow 
(November 1997) it was noticed that a dealer sold electrical goods worth Rs. 50 
lakh during the year 1990- 1991 on which tax of Rs. 7 .50 lakh was le viable at the 
rate of 15 per cent. However, the department levied tax of Rs. 4.50 lakh. This 
resulted in short levy of tax amounting to Rs. 3 lakh . 

On this being pointed out in audit (between November 1997 to December 1999), 
the department rectified the mistakes in both the cases and raised additional 
demand of Rs. 5.88 crore (between February 1998 to August 2000). Report on 
recovery has not been received. 

The matter was reported to the department and Government (July 2001); their 
replies have not been received (Oc tober 2001). 

2.9 

Under Section 3AAAA of the Act, every dealer who purchases any goods li able 
to pay tax, from any person other than a registered dealer whether or not tax is 
payable by such person shal l be li able to pay tax on the purchase price of such 

I Mis Baby Glass Industries. 
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SL 
No. 

1 

I 

2 

3 

goods at the same rate at which tax is payable on the sale of such goods. 

During audit of three Trade Tax Offices, it was noticed (between August 1998 
and April 2000) that six dealers purchased goods worth Rs. 2.65 crore from 
unregistered dealers without payment of tax during the year between 1994-95 to 
1998-99. The dealers were, therefore, liable to pay tax on these purchases 
amounting to Rs. 23.80 lakh as per details given below: 

(Rupees in lakh) 

Name of Office/No. of Assessment Name of Turnover Rate of Rate of tax Tax short 
dealers year commodity Tax leviable levied 

levied (per cent) 

' 
(per cent) 

~ 

2 3 4 5 6 7 8 

T.T.O Sector-II Sitapur 1997-98 Timber 135.07 Nil 15 20.26 
(4 dealers) 

A.C. (A)-4, Ghaziabad 1994-95 & Paddy-husk 11 7.94 Nil 2 .5 2.95 
( 1 dealer) 1995-96 

T.T.O. Gr.II, Sector-11, 1995-96 & Labia 11.79 Nil 5 0.59 
Varanas i ( I dealer) 1996-97 

Total 264.80 23.80 

On this being pointed out in audit (between August 1998 to Apri l 2000) the 
department revi sed the assessment in only 2 cases (SI. No. 2 & 3) and levied 
purchase tax amounting to Rs. 3.54 lakh, the department stated that tax on sale 
of timber is leviable at the point of manufacture or import only from 1 December 
1998. Hence purchase tax on timber was not leviable before 1December 1998. 
The reply of the department is not acceptab le as the provisions of section 3-
AAAA apply on every dealer who purchases any goods li able to tax under thi s 
Act from 1 October 1997. 

The matter was reported to the department and Government (July 2001); their 
replies have not been received (October 2001) 

2.10 Short levy of tax due to incorrect grant of concession 

The Act provides for levy of tax at concessional rate of 4 per cen t, if the sales of 
goods are made to a department of the Central or the State Government or to a 
Corporation or Undertaking against the prescribed declaration. Besides, 
additional tax at the rate of 25 per cent of the tax was also leviable from 1 August, 
1990. T he faci lity of concessional rate was, however, withdrawn by the 
Government during the period from 14 May 1994 to 27 September 1994. 

During audit of six Trade Tax Offices it was noticed (between December 1997 
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to March 2000) that tax at concessional rate was levied on the sa les made to 
Government undertaki ng instead of at the normal rate of tax. This resulted in 
short levy of tax amounting to Rs. 6.77 lakh, as per details given be low: 

(Rupees in lakh) 

" 

i 
Assessment Name of Taxable Rate of tax Rate of Tax short 
year commodity turnover le viable · tax levied levied 

(per cent) (per cent) 
. 3 4 5 f 6 7 8 

A.C. (A)- 10, Agra 1994-95 Transformer 11 .76 10 5 0.59 

A.C.(A)I, 1994-95 Electrical Goods 36.36 10 5 l.82 
Gorakhpur 

T.T.O. Sector-II , 1994-95 Gas Cyli nder 10.34 10 5 0.52 
Agra with regulator 

A.C.(A)-6, 1994-95 Micro Computer 17 .00 15 5 1.87 
Lucknow 

T.T.O Sector-III, 1994-95 Iron goods 24 .73 10 5 1.24 
Allahabad 

(a) 
Gautam 
Nagar 

(b) 
Barabanki 

Total 

A.C.(A). 1994-95 Medicines etc. 22.72 7.5 5 0.57 
Budh 

A.C.(A), 
Transformer 

1994-95 3.16 10 5 0. 16 

126.07 6.77 

On thi s being pointed out in audi t (between Jul y 1998 to March 2000) the 
Department accepted audit objection and raised additional demand of Rs. 1.11 
lakh in two cases1. No reply has been received in the remain ing cases. 

T he matter was reported to the department and Government (July 2001); their 
rep lies have not been received (October 2001). 

2.11 Misuse of declaration forms 

Section 3-B of the Act provides that if a person issues false or wrong declaration 
by reason of which tax on sale or purchase ceases to be leviable or becomes 
leviable at concessional rate, the dealer becomes liable to pay a sum equal to the 
amount of relief in tax secured by him on purchase of such materials. 

During audit of six Trade Tax Offices, it was noticed (between November 1997 
to September 2000) that seven dealers ho lding Recogni ti on Certificates for the 
manufacture of certain noti fi ed goods purchased raw m aterial, processing 
m aterials etc; free of tax or at concessional rate of tax against prescribed 

l T.T.O. Sector-I!. Agra 0.52(2) A.C.(A) l 0, Agra 0.59 (Total = l. l l lakh). 
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SI. 
No. 

1 

I 

2 

3 

4 

5 

6 

declaration, for which they were not authorised as per recognition certi ficate. 
The dealers were, therefore, li able to pay an amount of Rs. 17.58 lakh equal to 
reUef in tax secured by them du1ing the peri od 1993-94 to 1997-98 as detailed 
be low: 

(Rupees in lakh) 

Name of Unit Assess- Name of Turnover Rate of tax Rate of tax Tax 
ment year commodity levied (Per leviable short 

cent) (Per levied 

.. cent) 
' 2 3 4 5 6 7 8 

A.C.(A)I, 1994-95 Plastic Container 21.65 2.5 10 2.40 

Orai Tin 
Parts 

Machinery 

22.03 2.5 5 

6.05 2.5 6.25 

A.C.(A)III , 1996-97 Sponge Iron 64. 14 2 10 5. 13 
Muzaffarnagar 1996-97 -do- 18.70 2 10 1.50 

A.C. (A)IV, Meerut 1993-94 M ild Steel/ 20.67 5 10 1.03 
Corrugated Steel 
Tank 

A.C.(A)V, 1996-97 Monogram 10.65 2.5 10 0.80 
Varanasi 

A.C.(A) , Hardoi 1995-96 Lime 2.56 2.5 7.5 3.30 

A.C.(A)VI, 
Kanpur 

1996-97 turbine 41.72 2.5 10 

1996-97 paint 0.33 2.5 15 

1997-98 Sponge iron 42.76 2 JO 3.42 

Total 251.26 17.58 

On thi s being pointed out in audit (between November 1997 to October 1999), 
the department stated that demand of Rs. 5. 13 lakh had been raised in three 
cases. No reply had been received in other cases. 

The matter was reported to the depai1ment and Government (July 2001 ); thei r 
repli es have not been received (October 2001). 

2.12 Turn over escaping assessment 

Under the Act, tax on sale of Indian made foreign liquor is le viable at the rate of 
26 per cent from 7 July 1981 and 20 per cent fro m Ist April 1996. Besides 
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additional tax is also leviable at the rate of 25 per cent of tax from 1 August 
1990. Further under Central Sales Tax Act, 1956, on inter state sales of alcohol 
against declaration in Form 'C' are taxable at the rate of 4 per cent. It is judiciall y 
held that sales promotions are part of turnover. 

During the audit of 3 Trade Tax Offices it was noticed (between December 1998 
to August 1999) that sales promotion and licence fees of Indian made foreign 
liquor amounting to Rs. 230.06 lakh was not added to the turnover. This resulted 
in short levy of tax amounting to Rs. 53.68 lakh as per details given below: 

(Rupees in lakh) 

A.C(A)-III, 1996-97 203.63 25 50.91 
Ghaziabad 

A.C(A)-7, 1995-96 6.00 32.5 1.95 
Lucknow 

A.C.(A), 1996-97 20.43 4 0.82 
Fatehgarh 

Total 230.06 53.68 

The matter was reported to the department and Government (July 2001); their 
replies have not been received (October 2001) 

(a) Loss of revenue due to non-observance of prescribed procedure of 
registration 

Under U.P. Trade Tax Act as well as Central Sales Tax Act, a dealer who is liable 
to pay tax, shall apply to the department for registering himself. The Registering 
authority after satisfying himself about his bonafides, his correct local and 
permanent address and his financial status etc. shall issue a Registration Certificate 
to the dealer. Further to safeguard Government revenue security and additional 
security are also obtained from the dealer. 

During audit of Trade Tax Officer, Sector-2, Mainpuri it was noticed (March 
2000) that a dealer being registered (November 1990) never appeared for 
assessment of his case. The department however, assessed that cases for the year 
1990-91 to 1997-98 on ex-parte on sales turnover of Rs. 5.3 1 crore and levied 
tax amounting to Rs. 25.70 lakh. The dealer had already deposited tax of 
Rs. 0.44 lakh dming the years 1990-91 and 1991-92, the recovery certificate was 

33 

., 



Audit Report (Revenue Receipts) for the year ended 31 March 2001 

issued for the balance amount of tax Rs. 25.26 lakh at his address. But it could 
not be served upon him as his address was found to be fake. The department 
thereafter cancelled his registration and recognition certificate on 30 October 
1999. Failure to observe the provisions of the Acts for grant of regi stration 
resulted in loss of revenue amounting to Rs. 25.26 lakh. 

The case was reported to the department and Government (July 2001); their 
replies have not been received (October 2001). 

(b) Blocking of revenue due to misutilisation of provisions of Act 

Section-30 of the U.P. Trade Tax Act, 1948, provides that in any case in which 
an order of assessment or penalty is passed ex parte, the dealer may apply to the 
assessing authority within thirty days of the service of the order to set aside such 
order and reopen the case for hearing. Provided that no such application for 
setting aside an ex parte assessment order shall be entertained unless it is 
accompanied by sati sfactory proof of payment of the amount of tax admitted by 
the dealer. 

During audit of Assistant Commissioner (Assessment), Trade Tax Sonebhadra 
(Robertsganj) it was noticed (May 2000) that department issued to a dealer 
(semi Government institution) 1710 forms XX.XI, 50 Form "C": and 100 form 
3-D during the year 1991-92 out of which 1624 Form XXXI, 3 from 'C' and 17 
Form 3-D were utilized by him for purchasing the goods worth Rs. 866.94 crore 
and the same were supplied to a contractor. The assessments of the dealer were 
made ex pa11e four times after opening the case under Section 30 of the Act 
during the period from February 1996 to January 2000. At fifth time the case 
was again assessed ex parte (November 1999) on the taxable turnover of 
Rs. 968.99 crore and the tax amounting to Rs. 144.32 crore was levied. Against 
this the dealer went in a appeal (January 2000) and the case was remanded 
again. The remand case was not fina li sed so far (August 2000). Thus during last 
six years the assessment for the year 1991-92 was either in the process of re­
assessment or in appeal. The misutilisation of the provisions of Section 30 of the 
Act resulted in blocking of revenue of Rs. 144.32 crore. 

On thi s being pointed in audit (August 2000) , the department stated that remand 
case was assessed (November 2000) and tax of Rs.0.16 lakh levied on sale of 
tender form of Rs. 1.59 lakh only. The reply is not tenable because the final 
assessment order dated 27 November 2000 revealed short accounting of imported 
electrical goods worth Rs. 39.06 crore on which tax of Rs. 5.85 crore1 was not 
levied. 

The case was reported to the Government (July 2001); their reply has not been 
received (October 2001). 

I M/s Varishtha Lekhaadhikari ' B' Taap Vidyut Griha 
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Test check of records of the State Excise Offices, conducted in audit during the 
year 2000-2001 revealed non-levy or short levy of duties/fees amounting to Rs. 
102.23 crore in 190 cases which broadly fall under the fo llowing categori es: 

(Rupees in lakh) 
'" ,o ' 1 ~' 'T" :No of Cases" / 

, 
SI. Ca,tegories , ' Amount ,, 
Not \' ,.,,"' !".> .. • ""' "''' #,, ,•,. ,,, "' 
l 

2 

3 

4 

5 

6 

7 

8 

Non-levy of interest 17 51.41 

Non-realisation of licence fees 21 266.54 

Non-realisation of stamp duty 67 4,535 .08 

Low recovery of alcohol from molasses 22 1,784.59 

Loss of duty on account of redistillation of 4 3,064.49 
rectified spirit 

Irrational fixation of MGQ 8 121.58 

Excess transit/storage wastage 12 152.08 

Other irregularities 39 247.68 

Total 190 10,223.45 

A few illustrative cases involving a financial effect of Rs. 43.02 crore are given 
in succeeding paragraphs. 

Under UP. Excise Working of Disti llers (Amendment) Rules, 1978, outtum of 
alcohol from every quintal of fermen table sugar present in the molasses is fixed 
at 52.5 alcoholic litre (AL). For this purpose composite samples of molasses are 
required to be drawn by the Officer in charge of the disti llery and sent for 
examination to the Alcohol Technologist. The report of the Alcohol Technologist 
should be sent to concerned Officer in charge of the disti llery, within a month 
from the date of receipt of such samples. 

During audit of 11 Disti ll eries it was noticed between Jan uary 2000 and June 
2000 that during the period 1998-99 and 1999-2000, 149 composite samples of 
molasses were sent to A lcohol Technologist for examination. On the basis of the 
reports of the Alcohol Technologist regarding the quantity of fermentab le sugar 
present in the samples, the actual production of alcoho l should have been 
12907262.94 alcoholic litre instead of 12086597 alcoholic litre actuall y produced. 
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Thus production of alcohol was short by 820665.94 alcoholic litre involving 
excise duty amounting to Rs. 3.69 crore. 

On this being pointed out (between January 2000 and June 2000) the Excise 
Officers concerned stated that the cases have been referred to the Excise 
Commissioner for necessary action. 

The matter was reported to the Government (between August 2000 and March 
2001); their reply has not been received (October 2001). 

Under U.P. Excise Act, 1910 and Rules made thereunder, rectified spirit comes 
under the category of foreign liquor. Indian made foreign liquor can be 
manufactured either directly from rectified spirit, or Extra Neutral Alcohol. The 
residual impure spirit after extraction of E.N.A. and allowing for wastage is 
used for making country liquor. 

During the audit of records of two distilleries at Saharanpur and Rampur, it was 
noticed (between June 1999 and June 2000) that 65721760.50 A.L. of rectified 
spirit chargeable with excise duty amounting to Rs. 285.32 crore (at the rate Rs. 
40 per A.L. during 1998-1999 and Rs. 48 per A.L. during 1999-2000), were 
used for redistillation, during the period 1998-99 and 1999-2000 and 465393.60 
A.L. of E.N.A. and 17985334.00 A.L. of impure spirit were obtained after 
allowing wastage of 1197065.60 A.L. ofrectified spirit. 

A total excise duty of Rs. 262.26 crore was charged on the E.N.A. (used for 
manufacture of better quality of IMFL) and impure spirit (used for manufacture 
of country liquor). The duty was charged at the rates of IMFL/Rectified spirit for 
the ENA and of country liquor for the impure spitit. In the absence of laid down 
production norms for ENA out of rectified spirit and lack of separate and higher 
rate of excise duties for the better quality of IMFL manufactured out of ENA, 
excise duty should have been charged for the total quantity of rectified spirit 
(less wastage) at the higher rate applicable for IMFL. Failutre to do so resulted 
in a considerable quantity being charged at the lower duty applicable to country 
liquor. The difference in revenue realised was Rs. 23.06 crore for the period test 
checked and for these two distilleries alone. 

The matter was reported to the department and the Government (between 
September 1999 and January 2001); their replies have not been received (October 
2001). 
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3.4 

According to Uttar Pradesh Bottling of Foreign Liquor Rules, 1969, the licensee 
is required to execute a bond undertaking to deliver the liquor at the destination 
and furni sh a certificate from the excise authorities of the importing state/di strict 
to this effect within 90 days. If the licensee fails to furni sh the required certificate 
within this period, penalty equal to duty involved shall be recoverable from him. 

In the audit of 3 di stilleries1 it was noticed (between March 2000 to May 2000) 
that in 8 cases in respect of 98225.9 Alcoholic litre of rectified spirit exported in 
bond out of the state during the period between May 1999 to February 2000, the 
licensees had failed to furnish the required certificate of de li very of liquor at the 
destination even though more than 3 to 12 months had e lapsed since the export 
of liquor. The department had not taken any action to invoke the bonds for realising 
penalty (equal to duty) amounting to Rs. 47.15 lakh. 

On the matter being pointed out between March 2000 to May 2000, it has been 
stated that necessary action will be taken. 

The matter was reported to the department and Government (between May 2000 
and January 2001); their replies have not been received (October 2001). 

3.5 Non-levy of interest on belated payment of excise revenue 

Under the provision of the U.P. State Excise Act, 1910, as amended from 29 
March, 1985, where any excise revenue is not paid within three months from the 
date on which it becomes payable, interest at the rate of 18 per cent per annum is 
recoverable from the date such excise revenue becomes payable, till the date of 
actual payment. In respect of excise revenue which had become payable prior to 
the date of amendment, interest at the same rate is to be charged from 29 March 
1985. 

During audit of 7 district Excise officers2 it was noticed (between February 2000 
and July 2000) that in respect of 21 cases excise revenue of Rs. 6.05 lakh 
pertaining to the period 1962-63 to 1991-92 was deposited late (between January 
1995 and February 2000) delay ranging from 132 to 179 months. However, interest 
amounting to Rs. 11.56 lakh on the belated payments was neither levied nor 
realised. 

On this being pointed out between February 2000 and July 2000, the District 
Excise Officers concerned stated (between February 2000 and July 2000) that 
necessary action to realise the interest was being taken. 

I Bajpur Distillery Udhamsingh Nagar, K.M. Sugar Mill and Distillery Masauda Faizabad. Hargaon 
Distillery Sitapur 

2 Meerut, Varanasi, Ghaz ipur, Gorakhpur, Azamgarh, Kanpur city and Sultanpur 
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The matter was reported to the Government (between April 2000 and February 
2001); their reply has not been received (October 2001). 

3.6 Non-realisation of stamp duty 

Under the U.P. Excise licences (Tender-cum-Auction) Rule, 1991, in case the 
licensing autho1ity has accepted the bid for allotment of licenses for sale of 
country/foreign liquor/bhang, an advance security shall be paid by the bidder for 
performance of the contract in the prescribed manner. Every bidder in whose 
favour the licence is settled shall also execute an agreement in conformity with 
the terms of the licence on a stamp paper of the requi site value. In the Government 
notifi cation dated 12 April, 1999, it has been clearly mentioned that these 
documents fall under the category of mortgage deeds and are chargeable to stamp 
duty according ly. 

In the audit for 11 District Excise officers1 it was noti ced (between April 2000 
to September 2000) that on acceptance of bid for licence to sell country/foreign 
liquor/bhang, the licensees paid in advance a security of Rs. 134.24 crore in 
cash and bank guarantee of Rs. 8.72 crore for due performance of the contract 
during the year 1998-99 to 2000-2001 and executed counterpart agreements. 
However, stamp duty amounting to Rs. 15.69 crore (worked out @ Rs. 125 per 
thousand on cash and Rs. 5/- per thousand on bank guarantee subject to maximum 
of Rs. 10,000/-, on these agreements treating them as mo1tgage deed, was neither 
levied nor reali sed resulting in non-reali sation of stamp duty to that extent. 

On this being pointed out in audit (between April 2000 to September 2000) it 
was stated that there was no provision for such levy of stamp duty on agreements 
in the excise act. The reply is not tenable as the Government notification quoted 
above is applicable to a ll the departments. 

The matter was reported to the department/Government (between August 2000 
and February 2001 ); their repl y have not been received (October 2001 ). 

I Allahabad. Lalitpur. Jaunpur. G~azi pur, Barei lly, Agra. Gautam Budha agar. Rampur, Jhansi. Mathura, 
Udhamsingh Nagar 
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CHAPTER - 4: TAXES ON VEIDCLES, GOODS 
AND PASSENGERS 

Results of audit 

Test check of the records of various offices of the Transport Department, 
conducted in audit during 2000-2001 revealed short-levy or non-levy of taxes/ 
.fees amounting to Rs. 13.30 crore in 279 cases which broadly fall under the 
fol lowing categories: 

(Rupees in lakh) 

SI. Categories No. of Cases Amount 
No. 

l Non-levy or short-levy of passenger tax/ 107 965.93 
additional passenger tax 

2 Under-assessment of road tax and goods 39 83.02 
tax 

3 Other irregularities 133 281.53 

Total 279 1,330.48 

During the year 2000-2001 , Lhe department accepted under-assessment etc. of 
Rs. 1.47 crore involved in 80 cases pointed out in audi t in 2000-2001. 

A few illustrative cases involvi ng Rs. 26.63 lakh are given in succeeding 
Paragraphs. 

4.2 Short realisation of additional tax from passenger vehicles 

As per entry in part I (A) of the Forth Schedule to Uttar Pradesh Motor Vehic le 
Taxation Act, 1997, rate of additional tax (passenger tax) wil l be determined and 
levied on passenger vehicles for any particular route on the basis of di stance 
covered and num ber of trips performed in a quarter, as fixed by the Regional 
Transport Authority and shown in the permit. 

In the Audit of 4 Regional/ Assistant Regional Transport Offices 1 it was noticed 
(between April 1999 and June 2000) that during the period from November 
1998 to May 2000, in the case of 82 passenger vehic les while calculating the 
additional tax (P.T.) Lhe di stance covered was worked out on the basis of actual 
trips performed by the vehicles instead of that shown in the permit. This resulted 
in short reali sati on of revenue amounting to Rs. 13.57 lakh. 

I Dehradun. Kathgodam, Kannauj. Kushinagar. 
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On this being pointed out (between April 1999 and June 2000), the department 
stated that necessary action will be taken. 

The matter was reported to the department and the Government (between 
September 1999 and December 2000); their replies have not been received 
(October 2001). 

Short levy of additional tax on stage c~riages 

Under section 6 of the Act, effective from 9 November 1998 and article l (a) of 
Fourth Schedule, an additional tax on stage carriages shall be payable on 'B ' 
c lass routes at the rate of Rs. 156 per seat/per quarter, if vehicle covers distance 
up to 4500 k.m. in a quarter. The additional tax on a stage carriage operating 
within the limits of a corporation or municipality shall be Rs. 4200 per quarter in 
respect of a stage carriage having not more than 35 seats and Rs. 6000 per quarter 
in respect of a stage carriage having more than 35 seats. 

During the audi t of Regional Transport Officer, Moradabad, it was noticed 
(November 2000) that 67 stage carriages were permitted (between July 1998 
and March 1999) to operate as Mahanagariya city bus service for a period of 5 
years. An additional tax was levied and realised from these vehic les at the rate of 
Rs. 4200 or Rs. 6000 per quarter for the period from July 1998 to October 2000. 
It was further noticed that these vehicles were plying outside the municipal limits. 
Hence additional tax on these vehicles was leviable @ Rs. 156 per seat per 
quarter. This was neither levied nor realised. This resulted in short realisation of 
additional tax amounting to Rs. 7 .04 lakh. 

On this being pointed out (between July 1998 and March 1999), the department 
stated (July 2001) that the vehicles were plying out side the municipal li mits and 
the matter will be taken up with the Regional Transport Authority. 

The matter was reported to the Government (between March 2001 and May 
2001); their reply has not been received (October 2001). 

Under the Act Additional tax realisable from a Maxi cab is Rs. 2350 per month 
lump sum from 21November1996, Rs. 1500 per month from 9 November 1998 
and Rs. 1650 from 10 March 2000. From 9 November 1998 additional tax 
leviable on the vehicles having seating capacity of more than 12 persons but not 
more than 20 persons excluding driver and conductor is Rs. 4570 per month. 

In the audit of 4 Assistant Regional Transport Offices1 it was noticed (between 
March 1999 and June 2000), that 75 maxi cabs and 2 vehicles having capacity of 

I Pratapgarh, Firozabad, Shahjahanpur, and Sant Ravi Das Nagar 
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more than 12 persons and not more than 20 persons were covered under permits/ 
used as passenger vehicles in the sub-region, but additional tax (passenger tax) 
was neither assessed nor realised during the period between March 1998 and 
June 2000. This resulted in non-realisation of revenue amounting to Rs. 6.02 
lakh. 

On this being pointed out (between March 1999 and June 2000) the department 
stated (August 2001) that necessary action for recovery will be taken. 

The matter was reported to the department and Government (between June 1999 
and January 2001); their replies have not been received (October 2001). 

41 





CHAPTER .. 5 : STAMP DUTY AND 
REGISTRATION FEES 

5.1 Results of Audit 

Test check of the records of the Offices of District Registrar and Sub Registrar 
conducted in audit during 2000-2001 revealed short levy of Stamp duty and 
Registration fees amounting to Rs. 42.12 crore in 346 cases which broadly fa ll 
under the fo llowing categories: 

(Rupees In lakh) 

SI. € ategorics ~·11 No. of Cases Amount 
No. 

l Short levy of Stamp duty and Regi stration 249 258.85 
fees due to under valuation of properties 

2 Short levy due to misclassificat ion 47 54.60 

3 Other irregularities 50 3,898.79 

Total 346 4,212.24 

A few ill ustrative cases involving a financial effect of Rs. 36 lakh are mentioned 
in succeeding paragraphs. 

5.2 Short levy o( stamp duty and registration fees due to under 
valuation/incorrect valuation of land. 

Under the Indian Stamp Act, 1899 (As amended in its applicati on to Uttar Pradesh) 
stamp duty on a deed of conveyance is chargeable either on the market value or 
the value of consideration set forth there in, which ever is higher. As per Uttar 
Pradesh Stamp Rules, 1942, and Uttar Pradesh Stamp Act (Valuation o f Property), 
1997 market rates of various categories of land in a distri ct are to be fi xed 
bienn iall y by the Collector concerned for the guidance of registering authorities 
in hi s di strict. 

(a) During audit of 16 Sub-Registrar Offices1, it was noticed (between May 
1997 to Oc tober 2000) that Stamp duty and reg istration fee amounting to 
Rs. 25.4 1 lakh was short levied due to the fact that land was not valued as per the 
rate fi xed by the Collector. 

I S ub-Registrar- I Aligarh. Talbehat (Lalitpur), Si targanj (Udhamsingh Nagar) . Sikandrarao (Hathras). 
Aliganj (Etah). Varanasi . Mohamadabad (Gazipur), Duddhi (Sonbhad ra). Gharmuktcswar (Ghaziabad). 
Mau, Salcmpur (Dcoria), Mohanlalganj (Lucknow) Azamgarh. lg las (Al igarh) . Haridwar. Varanasi. 
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On this being pointed out (between May 1997 to October 2000), the Sub-Registrar 
concerned stated that cases have been referred to stamp collector for proper 
valuation of stamp duty. 

The matter was reported to the Government (between December 1998 and March 
2001 ); the ir reply has not been received (October 2001 ). 

(b) During audit of 3 Sub-Registrar Offices1, it was noti ced (between April 
1997 and December 1999) that in 3 cases the value of the land for levying stamp 
duty was worked out at Rs. 38. 11 lakh instead of Rs. 87 .99 lakh as per market 
rate fi xed by the collector. This resulted in short levy of stamp duty of Rs. 5.10 
lakh . 

The matter was reported to the department and Government (between December 
1998 and April 2000); their replies have not been received (October 2001). 

(c) In the audj t of Sub-registrar ill, Agra it was noticed (October, 1999) that 
a sale deed regarding sale of 2788 square metre land including 786 squaremetre 
constructed bui I ding was registered but its valuati on for levying stamp duty was 
worked out at Rs. 4 .90 lakh instead of Rs. 70 lakh as per market rate fi xed by the 
collector. Thi s resul ted in short levy of stamp duty of Rs. 5.21 lakh . 

The matter was reported to the department and Government (between July 2000 
and March 2001 ); their replies have not been received (October 2001). 

I Roorkee. S.R. I. and S.R. III Meerut. 
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(~~~_C_HA~P_T_E_R_-_6_:L_A_N_D_RE~V_E_N_U_E~~~) 

I 

6.1 Results of audit 

Test check of records of the offices of Revenue Department, conducted in audi t 
during 2000-2001 revealed non/short reali sation of land revenue, short realisation 
of collection charges, non-recovery of fees for suppl ying Kisan Bah is and other 
inegularities amounting to Rs. 78 1.33 crore in 217 cases, wh ich broadly fal l 
under the fo llowing categories: 

(Rupees in lakh) 
' 

~ 

SI. Categories No. of Cases Amount · 
No. -

Non/short realisation of land revenue 10 168.44 

2 Short realisation of collection charges 65 257.40 

3 Non-recovery of fees for supply ing Kishan Bah is 14 17.44 

4. Other irregularities 127 869.13 

5. Review on "Recovery of dues treated as arrears of 1 76,82 1.00 
Land Revenue" 

Total 217 78,133.41 

During the year 2000-2001, the department accepted under assessment etc. of 
266.52 lakh involved in 44 cases, which relates to preceding years. 

A few cases and one review involving financial effect of Rs. 768.32 crore is 
mentioned in the following paragraphs. 

Review on "Recovery of dues 'treated as arrears ofland revenue" 

6.2.1 Introduction 

In terms of UttarPradesh Public Money (Recovery of Dues) Act, 1972, Revenue 
Recovery Act, 1890 and orders issued by Board of Revenue from time to time, 
the Revenue Authorities on receipt of reco very certificates from a Government 
D epartment, Corporation, Board, Banking Company or Local Body shall proceed 
to recover the amount therein together with the cost of proceedings (Collection 
Charges) as arrears of Land Revenue. T he amount is classified in the Revenue 
Department as "Recovery of miscellaneous dues treated as an-ears of land 
revenue" . 
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6.2.2 Organizational set-up 

The Board of Revenue is responsible for planning, monitoring and regulating 
process of recovery of dues treated as aJTears of land revenue through District 
Magistrates assisted by Tehsildars. The actual work of recovery is done by the 
Tehsildars through his subo rdinate staff namely 'Amin '. 

6.2.3 Scope of Audit 

With a view to ascertaining the effecti veness and compliance of the rules and 
instructions by Land Revenue Department pertaining to recovery of dues treated 
as aJTears of land revenue, a review was conducted from Jul y 2000 to March, 
2001. For thi s purpose a test check of records of 30 Collectors and Tehsildar 
Sadar's offices out of 83 di stri cts in the state, covering a peri od of 5 years from 
1995-96 to 1999-2000 was catTi ed out by audit. 

6.2.4 Highlights 

• Entertaining recovery certifi cates without support of proper documents 
by the Collector resulting in non recovery of Rs. 153.68 crore. 

(Para 6.2.6) 

• Recovery certificates worth Rs. 25.84 crore sent by the Collectors were 
not accounted for by the Tehsildars resulting in non-recovery. 

(Para 6.2.7) 

• Recovery certificates worth Rs. 287 .10 crore sent to other Coll ectors for 
recovery were not monitored resulting in non-recovery. 

(Para 6.2.8) 

• Recovery certificates worth Rs. 11 2. 11 crore were returned by the 
Tehsi ldars unrecovered without initi ating recovery process against the 
sureti es. 

• 

(Para 6.2.9) 

Recovery certificates worth Rs. 42.19 crore were pending without action 
in Tehsi ls for more than 5 years and recovery certificates worth Rs. 82.22 
crore were pending for recovery for more than 2 to 5 years. 

(Para 6.2.11) 

• Recovery certi fi cates worth Rs. 65 .07 crore wi thout recovery were 
iJTegularly returned by the Co llectors. 

(Para 6.2.12) 
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No. 

l. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

iiiil 

Chapter-6 - Land Revenue 

6.2.5 Demand in arrears 

As per information furni shed by tile Board of Revenue, the position of the 
demands recoverable under the Public Money (Recovery of Dues) Act, 1972 for 
the state as whole for the last five years was as under : 

(Rupees in crore) 

Particulars of dues 1995-96 1996-97 1997~98 1998-99 1999-
' 2000 

.. 

Total demand 719. 17 774 .45 893.48 951.51 1,258.30 

Stayed or postponed by 40.57 37.26 70.25 75.66 120.58 
cou rtldepartmen t 

Provisionally irrecoverable 12.75 13.60 32.78 20.63 52.87 

R.C. received after due date 149.27 180.78 172.49 175.39 203.38 

Net demand (1-2-3-4) 516.58 542.8 1 617.96 679.83 88 1.57 

Recoveries made during the year 425.44 487.33 552.81 632.77 778.59 

Balance against Total demand (1-6) 293 .73 287.12 340.67 318.74 479.71 

Balance against net demand (5-6) 9 1.14 55.48 65. 15 47.06 102.98 

(a) It would be seen that: 

(i) While working out the net demands recoverable the amounts stayed by 
the courts/departments had been reduced which were on increase every year. 

(ii) Even from thi s reduced demand a large amount between 1995-96 to 1999-
2000 was deducted every year incorrectl y showing it as "Provi sional ly 
iffecoverable and, "R.C.s received after due date". 

(iii) To show higher percentage of recovery the total demands were reduced 
by 20 to 25 per cent as at (i) and (ii) above. 

(b) (i) It was further noticed in audit that the data of total demand/net demands 
as shown by the Board of Revenue was not reliable. As per information collected 
from 30 District Collectors covered under review the amounts of total demands 
and net demand at the end of 1999-2000 were Rs. 462.01 crore and 211.45 crore 
where as the same were Rs. 479.71 crore and Rs . 102.98 crore only for all the 83 
di stricts of U.P. as per data furni shed above, by the Board of Revenue. 

(ii) No efforts were made to reconcile the figures of the Board of Revenue 
and District Collectors. 
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.j• 

' 
SI. No. 

L 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

6.2.6 Entertaining recovery certificate without documents of property 

The recovery certificate of dues as aITears of land revenue should be supported 
by relevant documents to enable the Collector to effect the recovery. 

Test check of records revealed that in 241 Col lectorates/Officers in-charge, 
Collection Offices in 759 cases involving recovery of Rs. 153.68 crore, the 
recovery certificates were sent by UPFC, PICUP, etc. between April 1995 and 
¥arch 2000 without copies of m01tgage deeds and complete detai Is of properties 
and guarantors etc. These recovery certificates were returned by the concerned 
Tehsils without effecting recovery on the ground that defaulters were not traceable 
or had no property. Of these 13 cases involving dues of Rs. 2 crore and above 
are illustrated below: 

(Rupees in crore) 
,, 

''Ell "' :;. .!lt\~ ,i.J'' '". '"'"' l i,i~ . Amoun;· 
8 Nam~of <li$.tric~.,,,, ITk J'i!'me 9f .defaul~rs · ·::. :ol:!!. ~,::;: .;: 7;', ~-- , 

Lucknow Sri Syed Intiyaz Hussain 2.05 

Lucknow Sri Akhil Dayal 3.54 

Ghaziabad Mis Integrated organic 5.06 
Ltd. Sri V.B. Kumar Jain 

Meerut Mis M.M. Polytechnic, Meerut 2.40 

Kanpur Nagar Mis B.P.L. Textiles 2.17 

Kanpur Nagar Mis Madhur Oil Pvt Ltd. 2.0 1 

Kanpur Nagai· Mis Kashi Ram Panna Lal 3.24 

Kanpur Nagar Mis AJiance Inorganics Ltd. 3.67 

Kanpur Nagar Mis Alok Foundry Equipment Pvt. Ltd. 2.84 

Kanpur Nagai· Mis Anuradha Ultramarine & Pigment 2.46 

Kanpur Nagar Mis Rajendra's Steel Ltd. 4.24 

Kanpur Nagai· Mis Creative Industrial Pvt Ltd. 2.20 

Kanpur Nagar Umanath Industrial Partners 8.96 

Kanpur Nagar, Ghaziabad, Dehradun. Banda, Agra. Varanasi. Sultanpur. Jaunpur. Hardoi. Muzaffarnagar. 
Meerut, Bijnore, Fatehpur. Mathura, Aligarh, Lucknow, Bhadohi , S itapur, Rampur, Bareilly, Gorakhpur. 
Raebare li, Pratapgarh, Allahabad. 
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.On this being pointed out, the department stated (between Jul y 2000 and March 
2001 ) that in future no such recovery certificates will be accepted for recovery. 

6.2. 7 Incorrect accounting of recovery certificates 

The recovery certi ficates after order of the Collector declaring the sums as aJTears 
of land revenue, are entered in Miscellaneous Dues Regi ster maintained sub­
headwise separately for each Tehsi l in the ju1isdiction of a Collector. These are 
allotted a serial number (RRC No.) and sent to the Tehsi l for recovery. 

It was noticed in five districts1 that as per information furni shed by the Distri ct 
Collectors and Tehsi ldars concerned there were huge differences between demand 
raised by Collectors and these accounted for by Tehsils. 

(Rupees in crore) 
.. , . ·. 

No. of cases Amount involved 

Demand as per Collector's records 5789 55 .22 

Demand as per Tehsildar's records 4973 29 .38 

Difference 816 25 .84 

The above details revealed that 816 recovery certificates involving Rs. 25.84 
crore were sent by the Collectors to the Tehsi ldars for recovery but these were 
not accounted for by the Tehsildars which resulted in non-recovery of dues to 
that extent. 

6.2.8. La.ck of follow-up action on recovery certificates sent to other 
Collectors 

A test check of records revealed that in 18 Collectorates2 the Collectors had not 
taken proper followup action on the recovery certificates sent to other Collectors. 
As a result a sum of Rs. 287.10 crore involved in 875 recovery certificates sent 
to other collectors during 1995-96 to 1999-2000 was sti ll outstanding. Even 
routine reminders were not issued in these cases. Fu11her no register for recording 
outward recovery certificates was maintained in Kanpur De hat and Morada bad 
Collectorates due to which recovery thereof cou ld not be watched. 

6.2.9 Return of recovery certificates 

Provisions of UP Public Money (Recovery of Dues) Act, 1972, with respect ot 
any sum recoverable as aJTears of land revenue, can be made applicable to a 
person standing surety for the defaulter in case the defaulter is not traceable or 
has no property. 

I Kanpur Dehat, Ghaziabad. Hardoi. Muzaffer Nagar, Meerut 
2 Kanpur Nagar, Ghaziabad, Mirzapur, Banda, Agra. Varanasi. Jaunpur, Hardoi . Muzaffarnagar. Mecrut 

Bijnore, Fatchpur. Mathura, Aligarh. Lucknow. Bhadohi , Sitapur, Raebareli . 
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SI. 

No. 

l 

2 

3 

4. 

5. 

6. 

Duri ng test check of records of 18 Tehsils1 it was noticed that 343 recovery 
certificates invo lvi ng Rs. 11 2. 11 crore were returned by the Tehsildars between 
1995-96 to 1999-2000 without initi ating recovery process against the surety. 

6.2.10 Coercive Processes 

Paragraph 228 and 229 of UP Collection Manual provide for recovery of dues as 
arrears of land revenue by taki ng recourse to coercive processes to be recorded 
and watched through Coercive Processes Register maintained in Form-75. 

A test check of records of 30 Tehsils revea led that coercive action adopted for 
recovery by the Tehi ldars could not be asce11ained as Coercive Processes Register 
was not maintained at all during the period from 1995-96 to 1999-2000, which 
resulted in non monitoring of recovery cases properly. 

6.2.11 Recovery certificates pending without action 

A test check of recovery certificates pending in 30 Tehsils2
, revealed that 6 147 

cases involving Rs. 42.19 crore received more than fi ve years ago and 2668 
cases for Rs. 82.22 crore received more than two to fi ve years ago were sti ll 
pending. No reasons were given by the department for non recovery of dues. 

6.2.12 Recovery not executed 

Test check revealed that the District Collectors had not taken proper fo llow-up 
acti on to recover the amount involved in 157 recovery certificates even after a 
lapse of two to e ight years. Of this Rs. 56.11 crore pertain to Mis Modi Group of 
Industries. This resulted in non-recovery of dues amounting to Rs. 65.07 crore 
as detailed below: 

(Rupees in crore) 
Name of the district No. of Year of receipts Amount 

CollectorSJR.C.issuing department recovery pending for 
certificates recovery, 

Ghaziabad/U.P.S.E.B. 42 Between 1992 and 1998 13.75 

-Do- 32 Between 1995 and 1998 17.07 

-Do- 81 Between 1993 and 1999 23.09 

-Do- Not available Between 1992 to 1999 2.20 

Ghaziabad/A.D.M (Land Acquisiti on) I 1996 7.84 

Fatehpur/U.P.S .E. B l 
___ ... _____ 

1.12 

Total 157 65.07 

Kanpur agar. Ghaziahad. Banda. Varanasi. Jaunpur. Sultanpur. Hardoi , Muzaffamagar, Mcerut . Bijnorc, 
Moradabad. Fatehpur. Mathura, Aligarh. Lucknow, Bhadohi , Rampur. Pratapgarh. 

2 Kanpur Nagar, Akbarpur, Ghaziabad, Saharanpur. Dchradun. Mizapur, Banda, Orai, Agra. Varanasi. 
Jaunpur, Sultanpur. Hardoi , Muzaffamagar. Meerut. Bijnorc, Moradabad. Fatehpur, Mathura. Aligarh. 
Lucknow . Bhadohi. Sitapur. Rampur, Barci lly. Racbarclli. Pratapgarh, Deoria. Gorakhpur. Allahabad. 
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6.2.13 Non - maintenance of records 

The revenue recovery certifi cates received are first diari sed and then scrutini zed 
by the Co llector. The certificates found fit for recovery in respect of their own 
distri ct are entered in the Form 67-A and those relating to other di strict in Form 
67 (called Miscellaneous Dues Registers) and sent to Tehshildars concerned . 
The Tehshildar after entering these certificates in the similar Forms/Registers 
process them for recovery. 

A test check of records of recovery of miscellaneous dues of 30 di stricts revealed 
that the miscellaneous dues register which are the main record for watching 
recovery we re not being maintained, in the prescribed Form-67 and Form-67 A 
as per U P Collection Manual in almost all the Collectorates and Tehsil s. Also 
Monthly Goswaras/ Abstracts were not being prepared on thi s register Te hsil 
w ise because in the absence of which it was not possible to e nsure acc uracy of 
figures of demand, recovery, return and balances as shown in the returns furni shed 
by the Collectorate/Tehsil s. The di ary for diatising the requi sitions was also not 
being maintained in the almost all the Collectorates and Tehsils. 

The foregoing points were reported to the department and Gove1ment (June 2001); 
their replies have not been received (October 2001). 

6.3 Non- realisation of collection charges 

In terms of Uttar Pradesh Public Money (Recovery of Dues) Act, 1972, and 
State Government orders issued for time to time, the revenue authorities, on 
receipt of certificates of recovery from a Corporati on, Board , Banking Company 
or local body, shall proceed to recover the amount stated therein together with 
the cost of proceedings (collecti on charges) as an-ears of land revenue. Collection 
c harges at the rate of 10 per cent of the dues co llected/to be collected are to be 
real ised from the concerned loaners by the concerned bodies . 

During audit of 7 Tehsil Offices1 and the one Land Revenue Collection O ffice, 
it was noticed (between November, 1999 and M ay 2000) that the co llecti on 
c harges amounting to Rs. 10.73 lakh were not rea lised in 200 cases in which 
e ither the amount was deposited direct by the loanees with the concerned bodies 
or recovery ce1t ificates were withdrawn by them. 

The matter was reported to the department and Government (between February 
2000 and August 2000); their replies have not been received (October 2001). 

I Tehsildar Pratapgarh. autanwa. Kasganj . Barabanki, Bagpat. Meernt. Tamkuhiraj and Land Revenue 
Collection Officer. Deoria. 
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(A) - Electricity Duty 

Test check of records of the Offices of Asstt. Directors (Electrical Safety), 
Garrison Engineers, MES etc. & Divisional Engineers of various Railways, 
conducted in audit during the year 2000-2001 brought out non-levy or shortlevy 
of duties and fees amounting to Rs. 3.17 crore in 48 cases which broadly fall 
under the fol lowing categories: 

(Rupees in lakh) 

I Non-levy of Electricity duty 29 74.29 

2 Non-levy of Inspection Fees 5 4.80 

3 Other Irregularities 14 238.00 

Total 48 317.09 

An ill ustration involving a financial effect of Rs. 9.36 lakh is mentioned in 
succeeding paragraph. 

The Appointed Authorities in the state are exempt from levy of Electricity duty. 
However, Government clarified (August 1995) that in respect of energy supplied 
free of charge or at concessional rates to defence personnel by the Appointed 
Authority (Defence Department) , the rates for the purpose of calculation of 
e lectricity duty on energy consumed, would be deemed to be the fu ll rate 
applicable to other consumers even though the difference between the ordinary 
rate I free or concessional rate was being borne by the Defence Department. As 
per notification dated 3 January 1997 the electricity duty was leviable at the rate 
of 9 paise per unit. Director (Electrical Safety) also issued (September 1995) 
instruction to all the Appointed Authorities of Defence Department to reali se 
the electricity duty in all such cases where the energy was supplied to defence 
personnel free of charge or at concessional rates. 

During test check of records of 4 Appointed Authorities (Garri son Engineer 
M.E.S) - Agra, Kanpur Cantt., Dehradoon and General Manager, Ordnance 
Factory (Kanpur), it was noticed (between March 2000 and September 2000) 
that elect1icity duty amounting to Rs. 9.36 lakh was leviable on 104.04 Jakh 
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units of e lectricity supplied free of charge or of concessional rates to the defence 
personnel for domestic use between January 1998 and June 2000 against which 
a sum of Rs. 3.23 lakh was realised in one case of Kanpur. This resulted in 
short/non-levy of electricity duty amounting to Rs. 6. 13 Jakh. Besides, interest 
on the unpaid amount of e lectricity duty was also leviable. 

The above matter was reported to the department and Government in March 
2001 ; their replies have not been received (October 2001 ). 

(B) Entertainment & Betting Tax 

Results of audit , 

Test check of the records of various offices of the Entertainment Tax Department 
conducted in audi t duri ng 2000-2001 revealed short-levy or non-levy of taxes/ 
fees amounting to Rs. 26.44 crore in 71 cases which broadly fall under the 
following categories : 

(Rupees in lakh) 

SL Categories "· "' ·. ;z: 
Nwnber: of cases ·it Amoun 

"''.No. 
"'' "' .,. 

l. Non-levy or non-recovery of 16 12.20 
entertainment tax/ licence fee 

2 Other i1rngula1ities 54 108.25 

3. Review on "assessment and collection of l 2,524.00 
Entertainment tax" 

Total 71 2,644.45 

During the year 2000-2001 the department accepted under-assessment etc. of 
Rs. 18.24 lakh involved in 14 cases pointed out in audit in 2000-2001. Of these 
a sum of Rs. 1.21 lakh has been recovered . 

A review involving fi nancial effect of Rs. 25.24 crore is mentioned in the 
following paragraphs: 

.,, 

7.4 · Review on "Assessment and Collection of Entertainment Tax" 

7.4.1 Introduction 

E ntertainment tax is levied and collected under the provi s ions of the U.P. 
Entertainments and Betting Tax Act, 1979 and Rules framed thereunder. It is 
levied on a ll payments for admission to any entertainment at the rate specified 
from time to time. 
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The Act empowers the State Government to exempt any entertainment or class 
of entertainment from liability to pay tax under this Act from promotion of peace, 
international goodwi 11 , arts, sports or other public interests. The District Magistrate 
of a di strict is also empowerd to grant exemption to those ente11ainments whose 
gross proceeds are devoted to philanthropic, reli gious or charitable purposes. 

7.4.2 Organizational Setup 

The overal l control and responsibility for levy and collection of entertainment 
tax rests with the Commissioner Entertainment Tax U.P. Lucknow, who is assisted 
b y an Additiona l Commi ~s i oner, Deputy Commi ss io ne rs, Assistant 
Cornmisioners and Entertainment Tax Officers. At di strict level, the District 
Magistrate is the controlling officer who exercises control over operation of 
entertainment, and levy and collection of entertainment tax through Assistant 
Commissioners Entertainment Tax or District Ente11ainment Tax Officer assisted 
by entertainment Tax Inspectors. 

7.4.3 Scope of Audit 

With a view to evaluate the efficiency in assessment and coll ection of 
entertainment tax from various sources of entertainment and to ascertain whether 
the provisions of the Act and Rules are correctly followed, a test check of the 
records for the period from 1995-96 to 1999-2000 was carried out in 27 offices 
out of 80 offices of the District Entertainment Tax Officers, between July 2000 
to March 200 1. 

7.4.4 Trend of Revenue 

The position of source wise receipt of ente11ainment tax during the period from 
1995-96 to 1999-2000 was as under : 

(Rupees in crore) 

Name of sources 1995-96 1996-97 1997-98 1998-99 1999-2000 

Pe rmanent Cinema 105.95 110.23 124.22 126.23 127 .17 

Inte rior C inema 0.65 0.78 0.91 1.03 1.00 

Video Cinema l.24 l.02 0.90 0.87 0.92 

Video Library 0.24 0.19 0.17 0.22 0.25 

Video Hotel 0.12 0.19 0.22 0.24 0.28 

Cable TV 1.72 1.78 3.47 3.76 4.44 

Floor shows Video games. 0.99 l.3 l 4.05 1.32 2. 18 
Horse races and others 

Total 110.91 115.50 133.94 133.67 136.24 
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It shows that nearl y 95 per cent of entertainment tax was reali sed from pe1manent, 
interior and video c inemas and the rest was from other sources of en tertainment. 

7.4.5 Highlights 

• Non-reali sati on of inadmissible and unutilized amoun t of maintenance 
charges as entertainment tax amounted to Rs. 15.36 crore 

[Para 7 .4.6] 

• Loss of revenue due to non-reali sation of amount of Film Development 
Fund from petmanent cinema amounted to Rs. l.98 crore . 

[Para 7 .4. 7] 

• Entertainment tax amounti ng to Rs. 2.61 crore was short charged due to 
assessment as interior/travelling cinema in place of permanent cinema. 

[Para 7.4.9(a)] 

• Entertainment tax of Rs. 1.16 crore was shmt charged from Video Cinemas. 

[Para 7.4.9(b)] 

• Non- realisation of license fee, additionaJ license fee and short real isation 
of entertainment tax from video hotels amounted to Rs. l.92 crore. 

[Para 7.4.10] 

7.4.6 Non-realisation of inadmissible and unutilised amount of 
maintenance charges as entertainment tax 

U nder subsection (l ) of section 3A of the UP Entettainments and Betting Tax 
Act, 1979, the cinema owners (not in receipt of grants in aid) are authori sed to 
realise an extra charge of Rs. l.50 (Re. l prior to 25 January 2000) from the 
person seeking admiss ion to an entertainment, which will be utilised for 
maintenance of the c inema premises. If the amount so reali sed was not utili sed 
full y for maintenance of cinema premises, the same would be deemed to be the 
aggregate of additional payment fo r ad mission to the entertainment and 
entertainment tax would be payable thereon. 

In view of the above provisions, the Commjssioner of Entertainment Tax had 
issued instructions vide hi s circular dated 27 December 1996 for maintenance 
and submission of accounts of mainte nance charges and also laid down the 
admissible items of expenditure for maintenance charges . Expenditure on other 
items could be incurred on ly after due permiss ion of co llector. Further the 
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Commissioner had also issued instructions on the basis of decision of Hon' ble 
High Court vi de hi s letter No. 4890 dated 7 January 1998 that unused balance or 
maintenance charges should be got deposited as entertainment tax . 

It was observed in audit in 31 di stricts that expenditure was incurred by the 
cinema owners on inadmjssible and unauthori sed items out of mai ntenance charge 
without due permiss ion of the Distri ct Magistrate. As such the amounts were 
li ab le to be reali sed as entertainme nt tax . Simi larly unused amounts of 
maintenance charge as well as the amounts of the maintenance charge fo r which 
no account was submitted (taking it as unused balance amount), were also liable 
to be reali sed as entertai nment tax. But no acti on was taken by the D epartment, 
which resulted in loss of entertainment tax of Rs. 15.36 crore as detailed in 
Annexure "A". 

On thi s being pointed out in audit, department stated that as per the Government 
order dated 31 December 1999 only annual accounts, duly veri fied by Chartered 
Accountants, were to be submitted by the c inema owners in place of quarterl y 
accounts as laid down in earlier orders dated 27 December 1996 and in case of 
any irregulaiity noticed in maintenance of cinema, action was to be taken under 
provision of li censing rules instead of maki ng recovery of maintenance charges. 
The reply is not tenable as the Government orders itself is in contravention of 
the Act and the judicial pronouncement. 

7.4. 7 Loss of revenue due to non-realisation of amount of Film 
Development Fund 

A Fi lm Development Fund was c reated from 5 November 1999 fo r the 
development of film in the State by inserting new Section 3-B and 3-C which 
provided that cinema owners wou ld reali se an additional amount of 50 paisa 
from each spectator seeking admission to an entertai nment and amount so realised 
will be deposited separeatel y into treasury. 

During scrutin y of records of 57 entertainment Tax Officers it was observed that 
the recovery of Film Development Fund (FDF) was sta1ted after 8 February 
2000, i.e. the date of issue of Commissioner's orders which resulted in loss of 
Rs. 1.98 crore in 57 di stricts1. 

On this being pointed out in audit the Government issued an order on 07 March 
2001 to realise the amount of FDF in 10 instalments. 

Kanpur, Aligarh. Bulandshahar. Agra, Mcerul. Saharanpur. Bijnore, Shajahanpur. Faizabad. Varanasi. 
Deoria, Azamgarh, Mau. Allahabad, Jhansi , Ghaziabad, Mainpuri , Jaunpur, Farrukhabad, Firozabad, 
Gorakhpur. Bahraich, Lucknow, Bareilly, Pilibhit, Moradabad. Muzaffarnagar, Fatehpur, Naini tal, 
Mathura, Badaun, Unnao, Raebareilly, Sitapur, Khiri, Sultanpur, Barabanki, Gonda Balrampur, 
Maharajganj, Kushinagar. Basti Siddarth Nagar. Mirzapur, Sonebhadra, Sant Rabidas Nagar. Pratapgarh. 
Hamirpur. Kanpur Dehat, Lalilpur, Banda. Chitrakoot. Santkabimagar, Hathras, Kaushambi. Gautam 
Budh Nagar. Rampur) 
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7.4.8 Short deposit of security by permanent cinema owners 

Under the provisions of the UP Entertainments & Betting Tax Act, 1979 and 
Rules framed thereunder, every proprietor of a cinema, is required to deposit the 
security amount before holding an entertainment, which shall be fixed by the 
authorised officer. The amount of securi ty shall not be more than the amount of 
total tax chargeable for full seating capacity of the entertainment hall of eight 
days of total shows and it sh al I not be less than 25 per cent of such amount. Such 
secmity is reali sed to safeguard any loss of revenue and in case of any failure to 
deposit the tax , the amount is recoverable and adjustable from such security, 
which is got recouped before the tax of next week becomes due. 

During scruti ny of records it was noticed in 26 E.T.Os1 that a substantially low 
amount of security was deposited by the cinema owners against the minimum 
required amount. 5 10 cine ma proprietors of these districts had deposited a sum 
of Rs. 0.68 crore against the minimum required amount of Rs. 2.50 crore. Thus 
security of Rs. 1.82 crore was short deposited. 

On being pointed out in audit it was stated in most of the cases that amount of 
security was calcul ated on the basis of rates and seating capacity of the cinema 
at the time of granting initi al licence. The repl y is not tenable as the security was 
to be revised at the time of renewal of licence. 

7.4.9 Short realisation of Entertainment Tax 

(a) From interior/travelling cinema 

Under Ru le 27 of the UP Cinematograph Rules, 1951 , interior cinema/travelling 
cinmea may be granted licence for exhibition of cinema shows, initially for a 
period of six months at a place, which may be extended for a further period of 
six months onl y. No interior/travel ling cinema can be granted licence beyond 
one year for the same place before the expiry of six months. 

During scrutiny of the records of the offices of the ETOs it was noticed that 
licences to travelling cinemas were granted for the same place in di fferent names 
beyond one year and without a gap of six months. As such these travelling 
ci nemas were liable to pay tax on percentage basis as permanent cinema. 
Calculating tax per week on compounding system, the e ntertainment tax was 
found short charged to the tune of Rs. 2.61 crore as detailed in Annexure "B". 

In reply it has been stated that the licences were granted to different persons and 
tax was collected on the basis of population of the loca l area. The reply was not 
tenable as the licences granted were for the same place without gap of six months. 

I Kanpur, Aligarch. Bulandshahar. Agra, Meerut, Saharanpur. Bijnore, Shahjahapur. Faizabad, Varanasi, 
Dcoria, Mau. Allahabad, Jhansi, Ghaziabad, Mainpuri. Jaunpur. Farrukhabad. Firozabad, Gorakhpur, 
Bahraich, Lucknow. Bareilly, Pilibhil, Moradabad. Muzaffarnagar. 
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(b) From Video Cinema 

According to the definition given in Rule 2 of the UP Cinema (Regulation of 
Exhibition by Means of Video) Rules, 1988, there are two types of video cinemas 
(a) Travelling Video Cinema which gives exhibition in a temporary building 
and (b) Video Cinema licensed for exhibition in permanent building. Under 
Rule 15(2) the licensing authority may grant a license to a travelling cinema 
initially for a period of six months which may be extended for a further period of 
six months only. Such video cinemas may function only in a temporary building 
and they are liable to pay entertainment tax at the rate of Rs. one thousand per 
week where as video cinemas, located in permanent buildings in such local area 
where no permanent cinema is existing, are liable to pay tax at the rate of Rs. 
2500 per. week in advance. 

During scrutiny ofrecords relating to video cinemas, it was observed in 18 di strict1 

that the owners of 48 video cinemas were exhibiting their shows in a single 
permanent building at the same place in different names for a pe1iod from more 
than a year. As such they were liable to pay tax at the rate of Rs. 2500 per week 
whereas they were paying tax at the rate of Rs. 1000 per week. This resulted in 
short charge of entertainment tax of Rs. 1.16 crore. 

On being pointed out in audit it was stated in most of the cases that licences were 
granted for travelling video and tax was collected accordingly. The reply was 
not tenable because these video cinema were func tioning in the pe rmanent 
building at the same place continuously for more than one year. As such they 
were liable to pay tax at the rate of Rs. 2500 per week. 

7.4.10 Noni short realisation of licence fee, additional licence fee and 
entertainment tax 

Under Section 2(ee) and 2(III) of the UP Entertainment and Betting Tax Act, 
1979 exhibition of films, dramas, se1ials, and advertisements through Y.C.R./ 
V.C.P. was permitted on cable T.V. network from 27 April 1995. Hence, 
entertainment tax, licence fee and additional licence fee was leviable on exhibition 
through cable network in rooms of a hotel at the rates presc1ibed for video hote ls. 

During test check of the records of Entertainment Tax Officers it was observed 
in 14 districts that entertainment tax from 128 hote ls was reali sed at the average 
rate of tax of cable T.Y. connections prevailing in the local area, instead of the 
rates appl icable to video hotel s. This resulted in non/short reali sation of licence 
fee , additional licence fee and entertainment tax amounting to Rs. 1.92 crore as 
detailed in Annexure 'C. 

Kanpur. Aligarh. Bulandshahar. Meerut. Shahjahanpur, Faizabad. Deoria, Azamgarh . Mau. Ghaziabad. 
Jaunpur. Firozabad, Bahraich, Lucknow. Bareilly. Pi libhit. Morada.bad. Muzaffarnagar. 
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7.4.11 Unauthorised retention of entertainment tax by cable TV 
operators. 

Under the UP Cable TV Network (Exhibition) Rules, 1997, cable TV operators 
are required to deposit the entertainment tax into Government account within 
one week from the last day of every month, on the amount collected from their 
consumers failing which simple interest at the rate of 2 per cent per month would 
also be payable on upaid amount of tax for the period of del ay. In case of 
unauthorised retention of entertainment tax, cable TV operators are li able for 
penal acti on. The arrears of entertainment tax are recoverable as arrears of land 
revenue under the provisions of Rule 16 of aforesaid Rules. 

During scrutiny of the records it was noticed in seven di stricts1 that entertainment 
tax of Rs. 38.77 lakh was pending recovery (March 2001) from cable TV 
operators. Neither the recovery certificates were issued nor other effective steps 
were taken for its reali sation. Any penal action was also not taken against the 
defaulters. 

7.4.12 Non-observance of prescribed procedures by Cable TV Operators 

Under the provisions of U.P. Cable T.V. Network (Exhibition) Rules, 1997 Cable 
TV. operators are required to prepare regi stration cards (in triplicate) of their 
customers on Form 3 and to submit first copy of the card to the concerned 
consumer, second copy to the Entertainment Tax Officer and third copy is retained 
by themselves. They are also required to maintain a register in Form 4 for every 
ca lendar month. Connection wise details of customers and amount of fee realised 
from them is shown in both these records. The amount of monthl y entertainment 
tax payable by the cable operators is worked out (on Form 5) on the basis of the 
entries in these records. 

Further, under the provisions of section 30 and 30-A of U.P. Entertainment and 
Betting Tax Act, 1979, any person who contravenes any provisions of the Act or 
any Rules made thereunder or fai ls to comply with any orders or directions issued 
in accordance with the provisions of the Act/Rules is punishable by a fine not 
exceeding rupees five thousand, on fi rst offence and rupees ten thousand on 
second and subsequent offence. 

During the test check of the records of 27 districts, it was observed that the 
number of cable connections and amount of fee as dec lared by cable T. V. operators 
in fifteen districts2 was abnorm ally low. It was insufficie nt even to meet the cost 
of operation of network-centres. Registrati on cards of their customers were not 

I Agra. Shahjahanpur. Jhansi, Deoria. Lucknow. Bareilly. Muzaffarnagar. 
2 Aligarh, Bulandshahar, Faizabad, Deoria, Azamgarh, Mau. Jhansi. Jaunpur. Farukhabad.Bahraich. 

Lucknow. Barci lly. Pilibhit. Moradabad. Muzaffarnagar. 
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prepared and submitted to the concerned Entertainment Tax Officers by Cable 
T.V. operators. The register in From 4 was also not prepared and submitted for 
verification with Form 5 to E .T.O. In view of this the number of connections and 
amount of fee declared by the cable TV operators appear to be unrealistic leading 
to possible huge evasion of entertainment tax every month. 

In reply it was stated (between July 2000 and March 2001) by the department 
that T.V. cable operators would be directed to maintain proper records. 

The above points were reported to the department and the Government (June 
2001); their replies have not been received (October 2001). 
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4 

5 

6 

7 

8 

[-~~-C_H_A_P_T_E_R_-_s_:F_O~RE~ST~RE~C_E_IE_~_s_. ~~-) 

8.1 

Test check of divisional records of Forest Department conducted in the audit 
during 2000-2001 revealed non/short levy/ penalty, lease rent etc. and other 
irregularities amounting to Rs. 96.28 crore in 242 case which broadly fall under 
the following categories : 

(Rupees in lakl1) 
... 

'" ··.r ~ "' 

Categories No. of cases Amount 

Allotment of forest produce at concessional rate 6 525. 10 

Incorrect fi xation of roya lty 36 601.30 

Irregularities in extractio n of res in 22 1.225.31 

Loss of revenue due to non registratio n of saw mills 6 43 .12 

Loss of revenue due to non levy of stamp duty 1 0.07 

Non/short levy of penalty 1 0.05 

Non realisation of lease rent 13 2, 112.83 

Other irregularities 157 5,119.75 

Total 242 9,627.53 

During the year 2000-2001, the Department accepted 2 cases worth Rs. 8.02 
lakh. 

A few illustrative cases involving a financial effect of Rs. 4.31 crore is mentioned 
in the fo llowing paragraphs: 

Non-realisation of royalty on actual outturn of timber 

As per guide lines issued (October 1952) by the Government of U.P. and Chief 
Conservator of Forest (CCF) (October 1992), upto l 0 per cent variation between 
the estimated out-trun of timber allotted to and actual out-turn extracted by Uttar 
Pradesh Forest Corporation (UPFC) is permissible. Where such variation exceeds 
the prescribed limit, the demand for recovery of royalty should be revised to 
ensure that there remains no major variation between the out-turn of timber 
allotted by the department and actually extracted by UPFC. 

Test check o f records of Divisional Forest Officer (DFO) Bahraich and Director, 
Social Forestry Di vision, Rampur revealed (November 1999) that during the 
year 1998-99 actual out-tum of timber extracted by UPFC exceeded the estimated 
out-tum by 42.36 per cent to 154.92 percent, but the Department rai sed the 
demand of royalty on the basis of estimated out-turn onl y. Consequently, forest 
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royalty to the tune of Rs. 2 .48 crore on 3228.63 cubic metre of timber escaped 
assessment and reali sation. 

On thi s being pointed out (November 1999), Di visional Forest Officer, Bahraich 
stated (November 1999) that the necessary action in this regard would be taken. 
Divisional Director, Rampur stated that the royalty was paid by UPFC on volume 
factors fixed by Chief Conservator of Forest (Management & Working Plan) 
(CCF-factor) and not on actual out-turn . The reply of the division was not tenable 
in view of the fact that the estimated outtum is always calculated on the basis of 
CCF factor but the estimation should be so realistic as the variation between 
estimated out-tum on which demand is raised and the quantity actuall y extracted 
do not exceed the permissible li mit. 

The matter was reported to Government (September 2001); their reply had not 
been received (October 2001 ). 

8.3 Non-realisation of revenue 

With a view to keeping the confidential estimates more realistic for allotment of 
trees to Uttar Pradesh Forest Corporation (UPFC), the guidelines issued (June 
1978) by the Chief Conservator of Forest (CCF) (Management), Uttar Pradesh, 
Nainital , inter ali a, provide for preparation of additional estimates with the 
approval of Conservator of Forest (CF) for assessment of the value of trees for 
which no volume factors have been prescribed by the CCF. 

Test check of records of Di visional Forest Officer (DFO), Gonda revealed (March 
2001) that 28199 trees of different girth below 20 cm. (15977 trees of 0-10 and 
12222 trees 10-20 cm. diameter) for which no volume factor is prescribed were 
allotted to the UPFC and the same were felled by it during 1999-2000 without 
paying their value to Forest Department. The value of those trees amounted to 
Rs. 34.37 lakh at the rates prescribed (March 1998) by CF Saryu Circle, Faizabad. 

On this being pointed out by audit, (March 2001), DFO stated that no royalty for 
timber of 0-10 c m. and 10-20 cm diameter girth had been fixed by the 
Government. The reply was not tenable as the royalty rates are fixed by Royalty 
Fixation Committee on volume (per cubic meter) and not on girth. Further, the 
rates for trees having girth below 20 cm. were fi xed by CF and additional estimates 
as provided in the guidelines were required to be prepared and demands raised 
for reali sation of the value of these trees. The failure of the Department on this 
account amounted to non-realisation of revenue of Rs. 34.37 lakh. 

The matter was referred to the Government (September 2001); their reply had 
not been recei ved (October 2001). 

8.4 Illicit felling of tFees 

In order to check the illicit felling of trees, Government of Uttar Pradesh issued 
(May, 1996) orders, for the recovery of the value of the trees illicitly fe lled from 
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the concerned forest officers and officials under whose jurisdiction such illicit 
felling occurred. 

Test check of records of Bahraich Forest Divisions revealed (November 2000) 
that during June 1995 to July 1996 illicit felling of trees valued at Rs. 32.55 lakh 
was reported in Chakiya Range and Charda Range. In order to assess the actual 
value of the trees illicitly felled, the Principal Chief Conservator of Forest (PCCF) 
directed Conservator of Forest; Land Transfer, Forest Utili zation Circ le, Lucknow 
to verify the felled trees on the spot and assess their actual value. As a resu lt of 
spot verification (June-Ju ly 1996), the value of the felled trees was assessed at 
Rs. 130.34 lakh, but no action has been taken to recover the amount. 

On this being pointed out (November 2000), The Divisional Forest Officer stated 
that the departmental action against the concerned officers and offic ials was in 
progress. Thus, the fai lure of the forest staff to prevent and report illicit fel ling , 
led to non-recovery of revenue of Rs. 130.34 lakh. Neither the recovery of the 
loss of Government money had been made despite Government's order of May 
1996 nor the depa11mental action had been fina lized to fix the responsibi lity of 
the erring officials even after a lapse of over five years. 

The matter had been repo11ed to Government (September 2001 ); their reply had 
not been received (October 2001). 

8.5 Non-realisation of revenue due to shortage of seized thnber 

As per Forest Act, illicitly fell ed timbers when intercepted by the officials of the 
Forest Department are seized, particulars of the timber thus seized are entered in 
depaitmental records. Forest Department disposes of these seized timbers through 
UPFC. 

Test check of the records of Divisional Forest Officer (DFO), Haldwani Forest 
Divi sion, Haldwani (Nainita l) revealed (May 1999) that the DFO allotted 
(between April 1996 and May 1998) seized timber lots of 396.69 cubic metre to 
UPFC. Against thi s, only 276.96 cubic metre of seized timber was found on the 
spot which was lifted (August 1998) by UPFC in the presence of Officers of the 
Forest Department. The remaining 119.73 cubic metre timber val ued at Rs. 
18.94 lakh was found missing. This resulted in loss of revenue amounting to Rs. 
18.94 lakh. 

On thi s be ing pointed out the DFO, Haldwani Forest Division, Haldwani 
(Naini ta l) stated (July 2001) that the matter was under investigation ; outcome of 
investigation was awaited (October 2001). 

The matter had been referred to Government (September 2001 ); their reply had 
not been received (Ocotber 2001). 
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A- Irrigation Department 

9.1 Results of Audit 

Test check of the records of lITigation Department conducted in audit during 
2000-2001 revealed irregulariti es involvi ng Rs. 2189 crore in 23 cases wh ich 
broadly fa ll under fo llowing categories: 

(Rupees in lakh) 

SI. 1 ·r Categories 
~ .,. 

I 
No.of Cases Amount 

No. i 

" 

l Loss due to closure of tube wells l l.92 

2 Loss due to non-realisation of irrigation 2 87.77 
charges 

3 Other irregula1ities 20 2,099.36 

Total 23 2,189.05 

During the year 2000-2001 , the concerned department accepted short recovery 
of Rs. 0.69 lakh in one case pointed out in audit in earlier years. 

A few illustrative cases involving a financial effect of Rs. 17.08 lakh is mentioned 
in the fo llowing paragraphs: 

9.2 Non-levy of centage charges on deposit works 

Under the provisions of Financial Hand Book Volumes V and VI issued by the 
State Government, centage charges at uniform rate of 15 per cent of the actual 
outlay on works are to be levied and credited to Government account monthly in 
respect of all classes of deposit works undertaken by the Public Works and 
Irrigation Department, on behalf of commercial departments, local bodies and 
private bodies in the State. However, the Central Government, under a permanent 
arrangement have agreed to pay centage charges at the rate of 21 per cent on al l 
Centra l Government works executed through the agency of the Uttar Pradesh 
Public Works and Irrigation Department. 

During audit of Ganga Canal Division, Bulandshahar and lJTigation Division, 
Dehradoon, it was noticed (between July 1997 and December 2000) that centage 
charges amounting to Rs. 17.08 lakh on deposit works valued at Rs. 81.35 lakh 
undertaken by the divi sions on behalf of the Central Government/Commercial 
Departments/Local bodies of the State Government and Private Bodies during 
the years fro m 1991-92 to 1997-98 were not lev ied and realised. 
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SI.No. 
I. 
2. 
3. 
4. 
5. 
6. 

On thi s being pointed out (between July 1997 and December 2000) the department 
stated that necessary acti on wi ll be taken after veri fication. 

The matter was reported to the Government (March 1998 and June 2001 ); their 
reply has not been received (October 2001). 

B- Public Works Department 

Test check of records of Public Works Department, conducted in audit during 
the year 2000-200 l , revealed misutilisation of departmental receipts, short levy 
of stamp duty and non-levy of centage charges etc. involving Rs. 6.48 crore in 
57 cases, which broadly fal l under the following categories: 

(Rupees in lakh) 

Cateeories . •J No. of cases Amount 
Misutilisation of departmenta l receipts 3 I l.55 
Non/short levy of stamp duty 5 3.76 
Non-levy of centage charges 4 46.14 
Loss of revenue due to non-auction of emotv drums/gunny bags 6 1.64 
Non-recovery of re nt from inspectio n houses and guest houses 5 8.06 
Other irregularities 34 576.77 

Total 57 647.92 

During the year 2000-2001 , the department accepted short recovery of Rs. 1.15 
lakh in 5 cases pointed out in audi t in earlier years : 

A few illustrati ve cases involving a financi al effect of Rs. 6.22 lak h is mentioned 
in the following paragraph: 

9.4 Non/short levy of Centage Charge on deposit works 

Under the provisions of Financial Hand Book Volumes V and VI issued by the 
State Government centage charges at uniform rate of 15 per cent of the actual 
outlay on works are to be levied and credited to Government account monthly in 
respect of deposit works unde rtaken by the Public Works and Irrigati on 
Departments on behalf of commercial departments, local bodies and private 
bodies in the State. 

During audit of 3 provincial Divisions of Public Works Department (Rampur, 
Uttar Kashi and Saharanpur), it was noticed (between April 2000 and M ay 2000) 
that Centage charges at the rate of 15 per cent amoun ting to Rs. 12.49 lakh were 
leviable on total deposit works of Rs. 83.31 lakh undertaken by the 3 divisions 
du1ing the years 1996-97 to 1999-2000. H owever, agai nst thi s centage charges 
o f Rs. 6.27 lakh were levied and realised. This resulted into non-levy/short levy 
of centage charges amounting to Rs. 6.22 lakh. 

On thi s being pointed out (between Apri l 2000 and May 2000) the department 
stated that necessary acti on wi ll be taken after verification. 

The matter was reported to the Government (May 2001); their reply has not been 
received (October 2001). 
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C- Finance Department 

9.5 Non-levy of penal interest 

If the repayment of loans along with the interest is not made by a loanee by the 
due date as prescribed in the terms and conditions of loan, penal interest at the 
rate of 3.5 percent is leviable on the entire amount of loan. 

In the audit of Uttar Pradesh Awas Evam Vikash Parishad, Lucknow, it was 
noticed (July 2000) that 3 loans amounting to Rs. 8.92 crore were sanctioned by 
the Government to Awas Evam Vikash Parishad in November 1993 and August 
1998. It was further noticed that the Parishad fa iled in repayment of loans and 
interest as per terms and conditions, as laid down in the sanction order. However, 
no action was taken by the department to levy penal interest. This resulted in 
non-levy of penal interest amounting to Rs. 56.07 lakh. 

On thi s being pointed out (Ju ly 2000) the department stated that a proposal for 
remission was under the consideration of the Government. 

The matter was reported to the Department and the Government (January 200 1 ); 
their rep lies have not been received (October 200 1). 

Lucknow, 

The 10th March 2003 

New Delhi, 

The 21st 1 .. farch 2003 

(SUNIL CHANDER) 
Accountant General (Audit)-11 

Uttar Pradesh 

Countersigned 

(Vijayendra N. Kaul) 

Comptroller and Auditor Genera] of India 
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ANNEXURE-A 

Details of non-realisation of entertainment tax on certain maintenance charges 

(Referred to in para 7 .4.6) 

(Amount in lakh) 

Name of District Entertairuneut Tax on Entertainment Tax on Entertainment Tax on District wise 
inadmissible expenditure unused balance of unverified/w1pro duced total 

from Maintenance Charges Maintenance Charges accounts of Maintenance 
Charges 

Year Amount Year Amount Year Amount Amount 

(1) (2) (3) (4) (5) (6) (7) (8) 

Kanpur ---- ---- I 997-98 lO 33.87 33.87 
1999-2000 

Aligarh 1995-96 to 18.84 1995-96 to 7.37 1997-98 25.33 5 l.54 
1997-98 1998-99 

Bulandshahr 1999-2000 2.60 1995-96 lo 4.67 1995-96 lo 57.89 65. 16 
I 996-97 l996-97 

Agra 1995-96 to 7.88 1995-96 lo 15. l l ------- 23.00 
l 999-2000 l 999-2000 

Meerut 1998-99 to 6.48 1999-2000 O.Q3 I 995-96 lO 189.93 I 96.45 
1999-2000 1998-99 

Bijnorc 1998-99 to 3.3 1 I 998-99 lo 0.01 ------ 3.31 
1999-2000 1999-2000 

Shahjahanpur 1995-96 to 8.09 1995-96 to l.23 ------ 9.32 
I 999-2000 I 999-2000 

Faizabad 1995-96 to l.67 l 995-96 0.05 ----- l.72 
1996-97 

Varanasi 1997-98 LO 12.74 I 997-98 lo 0 .21 1997-98 2.34 12.95 
1999-2000 I 998-99 

2.34 

Deoria l 997-98 to 2.96 ------- 1996-97 lO 70.61 73.56 
1999-2000 1998-99 

Azamgarh I 999-2000 l.39 1999-2000 0.01 ----- l.40 

Mau ------- -------- 1995-96 lO 108.40 108.40 
1999-2000 

Allahabad 1996-97 to 6.60 1998-99 l.62 -------- 6.60 
1999-2000 

l.62 

Jhansi 1999-2000 5.33 I 999-2000 0.77 -------- 6.10 , 
Ghaziabad 1999-2000 5.02 -------- l995-96 to 187.77 192.80 

1998-99 

Mainpuri I 999-2000 0.03 -------- 1995-96 lO 21.53 2 1.56 
1996-97 
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(Amount in lakb) 
.H> ~ 

(1) 
,;; 

' "" ' (31 ·~.· · . (4) ' .;;,~ ''!' (6) ~)., ,;;~ 
'1Hi( " . . ' ···11 . 

(8} I~ .. (2),,. •i it' -~~ R 
. (5) ' 451 (7) " ' .. .:; ''" ' Y, ·;, 

Jaunpur 1998-99 lO 1999- 2.59 1998-99 to 0.06 1997-98 [ 0 24.71 27.35 
2000 1999-2000 1998-99 

Fanukhabad ------·- ------- ----·---- 1995-96 [ 0 83.13 83 .13 
1998-99 

Firozabad 1995-96 [0 1999- 27.20 1995-96 [0 1.58 ----------- 28.78 
2000 1999-2000 

Gorakhpur 1997-98 [O 1999- 8.67 1997-98 lO 1.54 ----------- I0.20 
2000 1999-2000 

Bahraich --------·-- 1999-2000 16.29 16.29 

Lucknow 1996-97 lO 1999- 16.78 1997-98 [0 0.55 1995-96 to 379.00 396.33 
2000 1999-2000 1998-99 

Bareilly 1999-2000 2.32 ------- ----------- 2.32 

Pilibhit 1998-99 1.10 --------- 1995-96 [0 62.21 63.31 
1997-98 

Muzaffamagar 1995-96 [ 0 1999- 17.54 1995-96 lO 0.58 1995-96 53. 18 71.30 
2000 1997-98 

Gazipur ----- ------- 1998-99 1.70 1.70 

Jyoti Ba Phoole Nagar -------- ------- 1999-2000 9.67 9.67 

Mahoba ----·-- -------- 1997-98 6.40 6.40 

Dehradun ------ -------- 1999-2000 3.65 3.65 

Gonda 1998-99 0.18 ------ 1998-99 0.47 0.65 

Badaun -------- ------- 1998-99 [ 0 3.05 3.05 
1999-2000 

Total 159.32 35.39 1341.13 1535.83 

Rs 15.36 crore 

71 



ANNEXURE -B 

Details of short realisation of entertainment tax due to assessment as interior/ 
travelling cinema in place of permanent cinema 

(Referred to in para 7.4.9 (a)) 

Name of District Place of cinema Period Entertainment Weekly tax Short Total District 
of tax paid payable under Payment amount wise 

Exhibit- (per week) compounding of tax of tax amount of 
ion system (per short tax short 
(in week) charged charged 

weeks) (Rs.) (Rs.) (Rs.) (Rupees in Lakh) 

Shahjahanpur Nigohi 78 1,500 12,880 11 ,380 8.88 8.88 

Faizabad a. Rampur Magan 135 1,500 7,280 5,780 7.80 

b. Bikapur 190 3,000 20,160 17,160 32.60 40.40 

Azamgarh a. Dumariganj 104 1,500 11 ,760 10,260 

78 1,500 13,440 J 1,940 19.98 

b. Nariyawn 78 1,500 J 3.720 12,220 9 .63 

c. Mahrajganj 156 1,500 l 1,760 10,260 

52 1,500 15.680 14, 180 23 .38 

d. Thekma 177 1,500 8,400 6,900 12.21 

65.20 

Jhansi Gurusarain 85 3,000 5,040 2,040 1.73 

52 3,000 8,400 5,400 2.8 1 

52 3,000 11,760 8,760 4.56 

66 3,000 13,440 10,440 6.89 15.99 

Jaunpur Badlapur 230 1,500 7,840 6 ,340 14.58 14.58 

Farrukhabad Mohmdabad 130 3,000 4,200 1,200 1.56 

26 3,000 5,040 2,040 0.53 

39 3,000 6,300 3,300 1.29 

29 3.000 3,1 50 150 0.04 3.42 

Firozabad Jasrana 130 1,500 12,600 11 ,100 14.43 14.43 

Bahraich Chakaria 91 1,500 12,8 10 11 ,310 10.29 10.29 

Lucknow Gosaiganj 184 1,500 8,960 7,460 13.73 

Kakori 156 3,000 10,080 7,080 11.04 

52 3,000 11 ,760 8,760 4.56 

52 3,000 13,440 10,440 5.43 34.76 

Bareilly Deochara 52 1,500 9,800 8,300 4.32 

52 1,500 11 ,760 10 ,260 5.34 

26 1,500 15.680 14,180 3.69 13.35 

Moradabad Pipalsana 142 1,500 6,300 4.800 6 .82 

K underki 225 3,000 7,560 4,560 10.26 

Agwanpur 116 1.500 6,300 1.800 5 .57 

Pakwara 208 3,000 7,560 4,560 9.48 

Bhojpur 156 3,000 7,560 4,560 7. 11 39.24 

Total 260.54 

Rs. 2.61 crore 
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ANNEXURE-C 

Details of non-realisation of licence fee, additional licence fee and 
realisation of entertainment tax at lower rates from hotels 

(Referred to in para 7.4.10) 
(Amount in lakh ) 

Name of the No. of Amount of Amount of Amount of district-wise total 
District Video/Cable Licence .Fee Additional Entertain-

hotels not realised Licence Fee mcnt Tax 
not realised short 

realised 

Kanpur 13 0.73 1.64 25.55 '27.9'2 

Bulnnd!>hahr 0 1 0.02 0.01 0.00 0.03 

Agra 19 0.98 2.87 -l9.55 53.41 

Mee rut 14 0.17 0.10 0.59 0.86 

Bijnorc 02 0.09 0.06 0.00 0.16 

Shahjahanpur 01 0.06 0.18 2.95 3.18 

Faizabad 03 0. 14 0. 18 2.14 2.46 

Varanasi 15 0.90 0.00 16.85 17.75 

Allahabad 16 0.84 1.64 28.63 31.12 

Jhansi 08 0.46 0.57 l 1.98 13.01 

Gorakhpur 04 0.24 0.27 5.03 5.54 

Lucknow 26 1.04 1.75 28.59 31.38 

Bare illy 03 0.04 0.04 0.65 0.73 

Muzaffar 03 0.17 0.24 4.22 4.63 
agar 

Tota l 128 5.88 9.55 176.73 192.18 
Rs. 1.92 crore 
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ERRATA 

Page Para No. Line For Read 

No. No. 
etc. 

I I. I Footnote- I I called out carved out 

I I. I Footnote-2 3 0021 - Taxes on income other than 0020 - Corporation Tax, 
Corporation Tax 0021 - Taxes on income other than 

Corporation Tax, 0028 - other taxes on 
income and expenditure, 
0032 - Taxes on Wealth, 
0037 - Customs 0038 - Union Excise 
Duties, 0044 - Service Tax and 0045 -
Other Taxes and Duties on 
commodities and services 

I I. I Foornote-2 4 excluded from Revenue excluded from revenue 
14 2.2.3 I inconsonant with inconsonance with 

22 2.3.10 6 Disposed otherwise disposed of otherwise 
Suboara-1 

49 6.2.9 I Ot to 
Suboara-1 

55 7.4.1 2 this Act from promotion of peace, this Act for promotion of peace, 
Continued 

suboara 
57 7.4.7 Last Rampur) Rampur 

Footnote Line 
59 7.4.9 (b), 5 License Licence 

Suboara-1 
67 9.1 2 Rs. 2189 crore Rs. 21.89 crore 

Suboara-1 




