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PREFATORY REMARKS 

Tt}_e Audit Report on Revenue 
Receipts of the Government of Uttar 
Pradesh for the year 1989-90 is 
presented in this separate volume <No • 
~ of 1991). The material in the Report 
has been arranged in the f(:Jl lowing 
orders: 

<! 

( i > Chapte~ 1 deals with trend of 
revenue receipts, classifying them . 
oroadly under tax revenue and non-tax 
revenue. The variations between the 
Budget estimates and actuals in respect 
of the principal heads of revenue, th·e 
position of arrears of revenue etc. are 
also discussed in this chapte~. 

( ii> · Chapters 2 to 9 set out 
certain cases and points of interest 
which came to notice during the audit 

• of Sales Tax , State E xcise, Taxes on 
Veh i c 1 e$, Goods and Passengers, Stamp 
Duty and Registration fees, Land 
Revenue, Electricity Duty, Tax on 
purchase of Sugarcane, Entertainment 
and Betting Tax and Non~Tax Receipts. 

(i )() 
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OVERVIEW 

1. General 

( a ) 1 ne total revenue receipts of 
the Gove ~1ment of Uttar Pradesh for the 
y ear 1989- 9 0 111ere Rs. 6623.17 crores. 
Of the total receipts R.s. 2448.58 
c r c res . <37 per cent) represent Tax 
re v enue 1.ihile Rs. 823.56 crores <12 
pe r cent) relate to Non-tax revenue. 
Re c eipts from Government of India, as 
grants- in-aid and share of Union ta:<es 
amounted to Rs. 3351.03 crores (51 per 
cent ) . There was an over-all increase 
of 1 7 per cent in the total revenue 
rec ei pts during 1989-90 over that of 
1988- 89 as against 6 per cent rise 
during 1988-89 over previous year 1987-
88. The major increase in states own 
ta :< revenue was in Sales Tax <30 per 
cent), State E:<cise (25 per cent> and 
Stamp Duty and Registration (23 per 
cent) i.ihile there \&Jas a decline in the 
collection of tax on Sale of Motor 

· Spirits, Lubricants etc. (45 per cent), 
E l e c tricity Duty <18 per cent> and 
T axes on Vehicles <12 per cent> during 
19'89- 90 as comoared to 1988-89. 

[Paras 1.1 and 1.21 

<b > The arrears of Sales Ta:< went up 
from Rs. 951.46 crores as at the end of 
1988-89 to Rs. 1151.37 crores at the 

<xi> 

• 



<xii> 

of the annual collection for that year. 

[Para 1.61 

(c) There was a perceptible tendency to 
f ina 1 i se assessments just before they 
became time-barred . Thus 54 per cent 
of the total Sales Tax as?essments 
{4.09 lakhs) finalised during 1989- 90 
were those which would have become 
time-barred in the ne x t financial year . 
Similarly, demands raised during the 
last quarter ( January to March 1990) 
(Rs. 344.49 crores) far exceeded that 
of the preceding three quarter put 
together <Rs: 18.32 crores) . 

[Paras 1.5 <b> and <c>l 

( d ) As a result of test audit conducted 
during 1989-90, under assessments and 
loss of revenue aggregating Rs. 46.05 
crores 1&1as not iced. These re J ated to 
Sales Ta:< <Rs . 9.58 crores), State 
E xe i se (Rs. 1. 07 crores) , Taxes on Ve­
hicles, Gqods and Passengers <Rs. 1.25 
crores>, Stamp Duty and Registration 
Fees <Rs. 0 . 51. -crore>, Land Revenue 
<Rs . 1.41 crores~, Forest Receipts <Rs. 
20 .91 crores) and other Tax and Non- Tax 
Receipts <Rs . 11.32 crores). 

(e) This report includes audit findings 
involving financial effect of Rs. 79.53 
c rores, noticed _during test check in 
1989-90 and earlier years . Of this, 
u nder assessments of Rs . 2 .62 crores 



• 

• 

<xiii) 

t&Jere accepted by the departments, out 
of 1>1h ich Rs. 0. 17 crore was recovered 
till Apr il 1991. The departments did 
not accept the audit findings in 
respect of Rs. 0 .94 crore, which 
posi tion along with further comments 
have been incorporated in the relevant 
paragraphs , For audit observations 
involving Rs. 64.72 crore, final 
replies have not been received . 

< f > 225 6 Aud i t 
mone y values 

inspecti on reports with 
of Rs. 108.11 crores, 

December 1989 were 
settlement at the end 

i~5ued up to 
outstanding for 
of June 1990. 

[Para 1.Bl 

2. Sales Tax 

<a> A revie1>1 of the functioning of 13 
c heck posts (out of 49 check pos ts in 
thB State ) disclosed that absence of 
c heck post on ce rtain important 
highways and at strategic points 
~educ ed the effect iveness of the 
system. 

The 
ver ification 
not adequate 
wh ich reduced 

qua ntum of ohysical 
of g oods in trans i t was 
<less than on per cent> 
i t s deterrent v a lue. 



<xiv> 

seized goods, valuing Rs. 76.23 
lakhs were lying undisposed for 1 to 16 
years; 

(Para 2.2.Bl 

Heavy cash realisation at the 
check posts were not being deposited 
into the treasury regularly. 

[Para 2.2.12] 

(b) Another review on <Arrears of Sales 
Tax' brought out that the procedure and 
mechanism of recovery of arrears were 
not effective. Thus only 4.53 per cent 
of the total col lection made during the 
year 1988-89 pertained ~o collection of 
arrears. Though the total arrears came 
to Rs. 951.46 crores on 31 March 1989, 
nearl y 84 per cent of the recovery 
certif i cates issued upto 1989-90, in 
s1:< di s tri cts> could not be acted upon 
for want of nec essary perticulars. 

(Par 2.3.5<3> 2.3.6. & 2.3.7] 

Among othe r things, the Report 
also includes cases of the following 
nature : 

• 
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(xv) 

A dealer' at Lucknow evaded f:ax 
due amounting to Rs. 42.75 lakhs fpom 
1977-78 to 1984-85; by PeCOUT"'Se to 
dilatoPy tactics including absenting 
himself at the time of assessments 
butPesoPting to appeals Pepeatedly. 

[Para 2.3.B<i><a>J 

Even though a deal eP had submitted 
fopged chal lans and had heavy aPrears 
outstanding against him, declaPation 
forms as 1>10uld enable him to avail of 
vaPious tax concessions covePed by such 
declaPation fopms 1&1ePe continued to be 
issued which ultimately led to loss of 
Pevenue of Rs. 18.91 lakhs. 

[Para 2.3.8.(i)(b)J 

Sales Tax dues of Rs. 35.05 lakhs 
of a company 1>1ePe declaPed irPecovep­
able by the department in May 197"7 ever1 
though the company had assets 1>10Pth 60 
lakhs and its case fop liquidation was 
pending befope the couPt. 

[Para 2.3.B<i> <d>J 

In 3 cases, Sales Tax dues of Rs. 
68 . 49 lakhs could not be Pealised due 
to de l ay in assessment , since the 
dealer's concePned had closed their' 
business by the time the demands were 
raised and pupsued. 

[PaPa 2.3.91 



(xvi) 
Due to lack o f co-ordination 

between Sales Tax and State Excise 
departments, sales tax dues amounting 
to Rs . 93.72 lakhs from th ree licensees 
of IMFL, who 111ere unregistered dealer-:; 
could not be collected in 3 cases in 
Varanasi and Kanpur district. 

[Para 2.3.10] 

Cc> In Morad ab ad, a dealer transfe-rred 
on consignment basis, acid monomer 
ta1orth Rs 1.09 crores , manufactured out 
of ~aw material purchased at 
c o n c ession al rate of tax. On the 
om iss ion being pointed out in audit 
th a t ta:< con c ession was not available 
on goods transferred on consignment, 
penalty of Rs 21. 75 l akhs was imposed 
by the Department. 

CPara 2.4(c){i)] 

Cd) On audit pointing out that the 
d eclaration forms submitted by a dealer 
in Kanpur and admitted in assessment 
were incomplete and defective, the. 
department verified the position and 
found that the forms were forge d ones, 
and rai sed an additional demand for Rs . 
4. 0 6 lakhs. 

< e) In 
dressed 
ta :< at 

• [Para 2.8.A(i)] 

Kanpur, a dealer purchased 
l eather (111hich is liable for 
the point of sale to the 

• 
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(xvii) 
consumers > fo r Rs. 247 lakhs tax-free, 
during the y ears 1983-84 to 1986-87 , on 
the basis of declaration forms, but 
manufactured "shoe uppers" out of it, 
for which he was liable to pay purchase 
ta:< amounting to R's. 9 .09 lakhs, which 
was omitted to be imposed. 

[Para 2.11.A(i>] 

3. State Excise 

(a) At Unnao, delay in cancellation of 
licence and reauction of four liquor 
shops 1 ed to loss of revenue amounting 
to Rs 6.48 lakhs. 

[Para 3.3(a)] 

(b > In the case of export of Indiari 
made foreign liquor by a distillery at 
Saharanpur to Delhi, duty was levied on 
the basis of minimum prescribed 
strength as indicated on labels, 
instead of on the actual strength 
indicated by the hydrometer, resulting 
in under assessment of duty amounting 
to Rs 4.12 lakhs. 

4. Taxes on 
Passengers. 

Vehicles, 

[Para 3.4] 

Soods and 

(a) A review of the 'assessment and 
collection of taxes owned by the Uttar 
Pradesh State Road Transport 



(xviii) 

Corpor at i on' d isclosed major discre­
pancy between ·t he figures of tax 
rem i ttance as per the cl aims of the 
corporat ion an~ thos e of the 
dep a rtme nt, the difference amounting to 
Rs . 370 . 7 0 · lakhs to the detriment of 
revenue dur i ng the period from 1984-85 
to 1988- 89 . 

passenger tax amounting to Rs. 
44 . 89 lakhs due f r om the Corporation in 
respec t of vehicles hired by one party 
f or various per i ods between 1981 and 
1988 1.&1 a s neither d~manded by tax 
off i cers , nor pa i d by the Corporation; 

(Para 4.2.bl 

loss of revenue on account of 
non- realisation 6f per~it fee from 3000 
vehicles of the Corporation deployed to 
carry passengers during Ku•bh lfela in 
1989, amounted to Rs. 15 lakhs. 

[Para 4.2.7] 

Cb> Non- levy of passenger tax on the 
b a s i s of minimum fare as fi x ed by the 
Sta te Transport Authority resulted in 
loss of revenue of Rs. 6 . 85 lakhs in 
Varanasi region and Bahraich sub­
region. 

[Para 4.3.A.{i)(ii)] 

• 

I 
.. 
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(xix) 

5. Electricity Duty and 
Purchase of Sugarcane. 

Tax on 

A factory at Meerut accumulated 
~rrears of Rs 115 lakhs under a 
moratorium granted to it by an 
e:.:ecutive order of 1984, . issued by the 
Industries Department, which was not 
covered by . any provision in the 
relevant Act or Rules. 

[Para 7.4<c>l 

b. Forest Receipts 

(a) A review on "Forest Offence cases" 
revealed the following: 

despite incurring an expenditure of 
Rs 374.08 lakhs on Forest Protection 
and Intensification of Forest 
Management schemes launched in 1974-75 
and 1981-82 respectively, the scheme 
had no visible impact on curbing the 
offence cases and the number of forest 
offence cases registered as only margi-

. nal ly less in 1988-89 as compared to 
1981-82. 

[Para 8.2<1>1 

during 1980 to 1989, 26,560 trees 
of various species valuing Rs 15.46 
lakhs were felled illici~ly by 
poachers; but due to failure to detect 



(xx) 

these tellings in time, cases were not 
registered or investigated. 

[Para 8.2<7>1 

between 1968-69 and 1988-89, 
15,417.70 hectares of forest land in 
nine divisions were encroached upon due 
to failure of the forest department. In 
one d i v is ion CT er a i East Di v is ion , 
Haldwani >, it was not iced that 36 ,846 
trees valuing Rs 10.99 lakhs were 
felled illic£tly. 

(Para 8.2.161 

Cb) A paper mill extracted and exported 
85 ,311 volumetric tonnes of eucalyptus 
wood in 1980-81 against 75,000 
volumetric tonnes sanctioned to it at. 
concessional rate, resulting in short 
levy of royalty amounting to Rs 27.82 
lakfis on the wood extracted in excess. 

[Para 8.31 

Cc> Terai Anusuchit Janjati Vikas • 
Nigam, appointed by Governmen t to 
collect Tendu leaves for 1988 season 
did not pay royalty and sales tax 
amounting to Rs 275. 64 1 akhs, due to 
the Government. 

• [ P a r a 8.51 

• 
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CHAPTER-1 

GENERAL 

1.1 Trend of revenue receipts 

The total revenue receipts of the 
Government of Uttar Pradesh for the 
year 1989-90 were Rs.6623.17 crores, 
against the anticipated receipts of 
Rs.6010.01 crores. Increase in total 
receipts · during the year over the 
receipts of 1988-89 <Rs.5652.20 c r ores> 
to1as 17 per cent as against the 
corresponding rise of 6 per cent during 
last year. Of t h e total receipts of 
Rs.6623.17 crores, revenue raised by 
the S~ate Government amounted to 
Rs .3272.14 crores, of which Rs. 2448.58 
crores represented tax-revenue and the 
b.?llance Rs . 823 . 56 crores non-tax 
revenue. Receipts from the Government 
of India amounted to ks.3351.03 crores. 

1.2 Analysis of revenue receipts 

<a> General analysis 

An a n alysis of the 
receipts for the year 

(1) 

10-A.G.-l 

revenue 
1989--90, 



~2) 

alongside those for the preceding t1>10 
years, is given below: 

I . Revenue raised 
by the State 
Government-

(a) Tax revenue 

1987-88 1988-89 1989-90 
!in crores of rupees> 

l , 986.66 2,065.74 2,446.56 

t bl Non-tax revenue 631.39 704 . 65 823.56 

2, 620. 05 2, 770. 39 3, 272. 14 

l l ~ Receipt& ·from the 
Government of I nd.ia::. 

!al State's; Share 1, 786. 79 1, 766. 09 2, 301. 01 
of divisible 
Union taxes 

lb . ; r 1nts in-aid 925.09 1, 115 . 72 1,050. 02 

2, 711.86 2,661.613,351.03• 

Ill.Total receipts 5,331.93 5,652 .20 6,623.17• 
of the State 
I I+ I I l 

•For details pleas e see Statement 
No. 11 - Detai I ed Accou nt of Revenue by 
Ml.nor Heads in the Financ0 Ac c ount of 
Government of Uttar Pradesh 1 989 - 90 

' r 



(3) 

IV. Percentage of 49 49 49 
I to I I I 

(b) Tax revenue rilised by the State 
Government. 

Receipts from ta:<- revenue <Rs. 
2448.58 crores> during the ysar 1989- 90 
constituted 75 per cent of the State ' s 
own revenue receipt~ <R5 . 3272 . 14 
crores> and regi st~red an increase of 
19 per cent over the receipts of the 
previous year 1988-89 viz . , Rs.2065.74 
crores. 

An analysis of tax revenue - for the 
year 1989-90 and for th~ p ri~c~d i ng t111r. 
years i~ g1ven b~low 

ReYenue Head 1!187-68 198&-"9 1989-90 Increase!+) 
or 

OAcreasel-1 
in 1969-90 
with ref e-
re nee to 

1988-89 
----------- - ----- ---- ------- --------

11) \ 12 1 131 14 ) 151 
------------ ______ _ .... ------- --------

!in crores of rupees l 

1. Sales T;ax 799. 42 947.00 1,235. 30 1+1286.30 
!301 



(4) 

2. State Excise 494.15 338.24 422 . 13 1+183.89 
125) 

3. Stamps and 250.33 25\. 77 31 ~1 ,17 1+)58. 40 
Hegistration 123) 

i" 

4. Taxes on Goods 108. 23 1.;;5. v I !35. 27 I+ l 10. 20 
and Passengers 181 

5. Taxes on Vehicl es 5 ~ . 12 WJ.84 79.30 (-110 .54 
112 I 

6. Tax on Sale of I 17.23 116.03 ,. •.17 ( ·· 151. 86 
11otor Spir its and (451 
Lubricants 

7. Land Revenue 35.75 35.77 ~;,. t6 , .. ) 17. 40 
1n1 

8. !axes an~ Duti es 41. 78 62.00 50.98 (- ) 11. 02 
on Electric ity I 18 l 

9. Tax on Purcha1rn 37.38 27' 18 37.93 {+) 10.75 
of Sugarcane 139) 

• 
10. Other T•xei; on 0.02 0. 01 o. ( 5 +0. 04 • 

lnco3e and 1400) 
Expend itu1e 

11. Taxes on 0.13 0.07 0.01 1-)0.06 
Immovab le Properties 1861 
other than Ag ricultu-
ral Land 



•' 

• 
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·~ 

c;, 

12. Other Taxes and 53. 12 72.76 
Duties on co11•0-
dities and Serr ices~ 

Total 1966.66 2065. 14 

<In the 
brac 1<: 1,.t ::. 

last column, 
,-1.-.> note p~ r·c ent ."\ : 

50. 11 

r446.56 

figures 

(- 112.65 
1171 

362.64 
I 191 

within 

Therl~ has been sub:;tantial increase 
under the heads Land Revenue (49 per 
cent>, Stamps and Registration C23 
percent>, State Excise <25 percent), Sales 
Tax C30 percent> and Taxes on Purchase of 
Sugar Cane (39 percent>. On the other hand 
there has been substantial decrease in 
receipts on Sales of Motor Spirits and 
lubricants <45 percent> b e sides short fall 
in Elec tri c ity Duty <18 percent>, 
Entertainment Tax <17 percent) and Taxes 
on vehi c les <12 perr: ent>. 

The growth o f Ta x Revenue during the 
Sevvnth P lan per i od i.e. 1985- 86 to1~89-90 
i~ e xhibited graphically in chart I. 

Cc) Non- tax revenue of the State. 

Receipts from non- ta!< revenue <Rs . 8 23.56 
crores) during the y ear 1989- 90 
constituted 25 per . cent of the State ' s own 
revenue r eceipts (Rs. 3272 .14 crores) and 
registered an increase of 17 per cent over 
the r ece ip ts of the previ ou s year 1988- 89 
<Rs . 704.65 c rores) as ag a inst the rise of 
12 per cen t last year. 



(b) 

Break-up of non-tax re.-v~nue for 
the year 1989-90 alongwith the ' figures 
for preceding two years in re,;;pect of 
departments having receipts of more 
than 10 crores is given below: ~ 

Revenue Heads 1987-88 1968-89 1969-90 lncrtasal+) 
or decrv-

( 1) 121 (3) (4) 

.. se 1-1 in 
1!189-90 vith 
referenc11 to 
1988-6~ 

!51 
! in crore~ of rupees I 

1. Interest-Receipts 295.58 234.54 281.66 

2. tliscellilneous 66.60 106.6/ 
General Services 

3. Eorastry and 100.80 78. 18 
Wild l.ifll 

4.Education,Sport!i , 21. 02 16.JJ 
Ar t and Cu l t ure 

S.En11r gy Departillent 0.02 ~3.C•:I 

6.ltajor and l!sdiu• 17 . 16 3-0.39 
Irrigati on 

7.~~d i cal and 14.93 9. 15 
Pt.to~ ic He'l th 

118.37 

92. 14 

H.95 

44. 72 

.38 . 62 

.,, •:. .... .. ..,, 

(tl47.l4 
120) 

(+131.70 
!30) 

1+113.46 
11 71 

I+ 128~62 

: 75) 

(• 11. 69 
(4) 

111 6. 23 
1201 

! •!l2. (:{'. 

11'31 • 
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8.0ther lds inis - 11.22 15. 38 65 If !5. 47 
136 ) t rat i voJ Services 

9.Hon- ferrous "1 ioing 7. 71 27.05 16.56 1-110.49 
(J91 and Metallurg i ~al 

Industries 

10. Pub ! ic llor ks 

11 .Mi no r lrr i c~ti ~n 

12. 0ther Socia l 
Servic!!s 

~3. Po I ice 

14. Road5•nd Bridgei 

15.Crop Husbandry 

• 16.0 thflrli 

7.22 

11. 60 

3.31 

9. 05 

7. 74 

9. 72 

47 . 7J 

13.01 13.73 

16. 30 1 2 .0~ 

6. 43 12.05 

16. 39 11. 76 

10. 21 10. 'I ) 

15. 51 

6~ . (J i ... ~S 

I + )0, 72 
I - l 

1- 14. 24 
126) 

1+ 15. 62 
187) 

f-14.fJ3 
l .:8 ) 

(+) 0.58 
I 1) 

135l 

To tal tl3 l. 39 10,; , 65 ti. V• - , \ ' 1 rn.'38 

Th ere h as 
rec ei p t s •.1 der 
S p or ts, A , • <>•lO 

;17) 

b een a b 1or m_ 1 " i s ~ i n 
the hr: ad5 f ·-_•c a t. ' on , 

CuJti.1r ·e <17 '.'.:• ;; •_r· c ~ c . t> , 
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t1 e di c al and Pttl.Jl i c Health (131 per cent> 
and other S o c ial servi c t:!s (87 per cent>, 
o ther import: ant contributors in the 
ov erall growth of 17 per cent being 
Ni~cellan~ous General Serviceg (30 per 
c. ent> and Jrd.er f~ ~. t Hec elpts <20 pe1· 
r:: 0 nt). NotabJ.-> tall in receipts were 
under the head~ Non - Ferrous Mining and 
Metallurgical Industries (39 per cent>, 
Ml.nor Irrig a t i on <26 per c ent), Pal ice 
<2B per cent> and Crop Husb•ndry <35 per 
c ent). 

The grot.ith of No n · toi x Revenue during 
the Sevtmth Plan period i . t•. 1985- Bh to 
1989- 9 0 i$ exhibited gr~µh1 c ally in c.hart 
Y.I. 

1.3 Variations between Bude;,, et 
estimates &nd actuals 

Ca) 1he variations between BudQet 
1:s timat~5 a nd actuall!5 of t•x revenue •nd 
non-ta :< revenue during the year 1989- 90 
;i re given beloN: 

Budce t Actual s Vari a- Per 
[r;tiaatei; ti on ctn 

lncrnse(+) tac• 
Shortt al I 1-1 of 

var i a 
ti on 

t In crores •J f rupee&) 

A. Tilx 2059.02 2448. U (. )389 . 59 19 
Revenue 

B. Mon-Tax 745 . a~ 823.5:- 1• )77. 4., 10 
Revenue 

( 

• 

I 

41 
( 



,,. 
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8-A 
Chart I ' 

GROWTH OF TAX REVENUE 
DURING THE Vllth PLAN PERIOD 

1985-86 to 1989-90 

RUPEES IN CRORES 

- Sales Tax 

11111 M.V. Taxes 

~ State Excise 

llIIIIIlil 0th e rs' 

f.'.:i< I St.-mpa & Registrat 
2448.68 

1291 .41 

·21ll.81 

-128 . 711 

-149.98 

-8 :l8 . 2 3 

1985-86 

1628.80 

142.92 

174. t t 

2111 . t 1 

718 .28 

1986-87 

1988.88 

-286 .41 

-169 35 

-200 .33 

-494. 111 

-798 .4 2 

1987-88 
YEARS 

2086.74 

1988-89 

( Reference:Paragraph 1.2 (b) ;Page No. 5) 

. 
1989-90 



... .. 
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8-B 
Chart ll 

GROWTH OF NON-TAX REVENUE 
OU.RING THE Vllth PLAN PERIOD 

1985-86 to 1989-90 

RUPEES IN CRORES 

900 

800 -

700 

- Interest Receipts ~ Misc General Ser~H<:i!! Forestry & wild Life 

- Edu, Art & Culture'llllIIIll Maj & Med lrrlgat- Others 

600 

600 

400 

300 

. 200 

100 

o~-

5.l.~ . ~o 

1 11 .U 

107 .0 1 

-11 .0 1 

·5 1 .tll 

117 

1986-86 

So2-.11 

104 .3 7 

4 4 . 41 
1 1 .3 0 

7f.H 

4 8 . 11 

1986-87 

.... 

1987-88 
YEARS 

704 . ~s-

·30 .31 

• 18 .33 

• • l'l -11.18 

108.87 

134.84 

1988-89 

[Reference: Paragraph 1. 2 ( t) ; Page No . 8 ) 

8~3·.S{, 

H .U 
44. 98 

tl. 14 

139.3 

181 . 8 

1989-90 
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(bl The break-up of the v~riatiuns 
u nder " the principal heads of Re , enue is 
g i v en b P. lo"' : 

Revenue 11 2ad Budget Actuals Yaria- Per 
ei;t i- t 1 r,n cen 
mate:; In<: 1 ~asl! tagg 

(+)/snort of 
h . 111-) u ri a-

ti on 
( 1l 121 (3) 1.41 15) 

11 n crores of rupe~s ) 

A. Tu Revenue 

1. S.altti. Td~ 1011.:.:'.~ 1235.30 (-1 1221t J :· "'.i" 

~ . St.;.t. 428. 19 422. 13 t-16 .0b 
Excise 

3. Staeps Bi 261. 54 310. 17 {+)48.63 19 
Registration 

4. Taxes 135.21 135.27 {+J 0.06 
on !ioods 
;111d l'assenge rs 

~ 
~ · Tines r; 79.02 7~.30 (•)0.28 

V~hic l d5 

6. Tax Oh 132.03 64. 17 1- 167. 86 J I 
Sale of Mo t.r· r 
Spir its art 
Lubr ir.<Jnts 
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7. Other Taxes 60.45 60. 1: (- 10.34 
and Duties on 
coHodities and ] Services-Entertain-
•ent tax. .... 

8 . Land 30.00 53. t;; (+123.16 77 

Revenue 

• 
9. Ta xes and .i2. 72 50.98 It 18. 26 19 

Duties on 

J 
Electric i ty 

10. Tax on 28 .52 37. <:'' 1119. 41 33 
Purc,hase of 
Sugarcane 

8. Non-Tax Rt1venue 

11. Interest 30<3 . 43 291. o<.l 1-l24. 75 8 
Receipts " 

12 t1 i see- 127.05 138. :. i l t, 11. 32 9 

11 aneous 
Gwneral Serv ices • 

13. Forestry 73 . 24 n . u 1+)18. 90 26 
g. 111 ltJ Li fe 

14. Educ~ t i on , 30. 16 44. 95 It 11 4. 80 49 
Sport s, Art 
and Cu l ture 



... 

. ... 

15. Power Hi I 

16. Major and 68.78 
Hediu• Irrigation 
Project 

{11) 

44. 72 

36.61 1-)32. 17 47 

Estimations of available tax 
resources under Land Revenue, Stamps 
and Registration., Sales ta:< and Tax on 
Sale of Motor Spiri.ts . and Lubricants, 
Taxes on purchase of Sugarcan~ ~nd 

Taxes and Duties on Electricity have 
been grossl y inaccur.:ite, variations 
ranging fro m (+)77 per c~nt in Land 
Revenue to < ·- ) 51 per r: ~ n t in Sal e o 1' 
Mator spirits ~nd Lubricants . 

There has oe.'en considerable under 
estimation in ron-tax receipts as ~ell, 
r> <::;l-'•-'f. J 'il ly unde1~ the h~ads Education, 
Sports, t'\1·f: . nd Cul tu r e (49 per cent) 
and Forest r y and Wild Li fe <26 per 
cent>.On the o th ·:!r hand, rece i pts under 
Major &11.:1 Medium Irrigation Proj e cts 
was less to the tune of Rs. 32 . 17 

• cror<>s , ':h e :.nor tf.ill be ing 47 per 
cent. Rea.sons f-01 · suc h gross und er 
estill"!ati.:..ans h a.... n ot: been indicated by 
the dep .:irtmen ts . 

1.4 Cost of Coll ~ ~ tions 

E:<penditur.- i n c urred on collection 
of rece:.. : •ts un ci_. . ..., the principal heads 
of re·.•enue d•_•r! : . .:,; the three yea rs 



~ ':'97-·88 to 1989- 90 i s given below: 

( 11 

!. L~nd 
P11venue 

Sales Tax 

., T<txes on · 
Yehicl es 

l2l 

Gross 
Col I ac­
tion 

l 3l 

ltn crores ot rupees l 

1987-66 
19"6-89 
1969-90-

1987 -Be 
1988-69 
1989-90 

1907-66 
1988-89 
1969-90 

35.75 
35. 77 
53.16 

799.42 
947.00 

LD.f. 30 

51. 12 
89.134 
79.30 

Expend ­
iture 
on col ­
lection 

14) 

33.95 
40.24 
52.74 

17.50 
24.97 
31. 81 

1. 72 
2. 21 
2. ! 9 

Pe1 All In 
cen di a Avr: 

taee rat ~ 

of !Perce• 
bp t a.g£ 1 

e,nd i f 01 

t.u re 19811 
to ts· 
gro 
SS 

Col I 
ecti 

on 

( 5) 

95 
112• 

99 

2 
3 
3 

3 
2 
4 

141. 

4 

~Do es n ot ·repr9sent the expend i ture soie ly 
fo r co ll ection o f Land Revenue. Please re f er 
to +he Sub -Para bel o w. 

·' 

.. 
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4. Tarns on 1987-88 108.23 0.28 
loods and 1988-8'3 125 . 0'/ 0.2:J 
Pas::;angers 1969-90 13~.27 0.39 

I. Ei -:c tr ic i ty 1987 -88 41. 78 . 0. 91 2 
Duty 1988-89 1)2 . 00 i. 22 2 

1989-90 50 . 98 1. 67 3 

6. Entertain- 1987-68 53. 12 4. 52 8 
rnP.nt tax es 1S88-89 72 . 76 7. 07 10 

• 

1989- 90 60.12 ~.63 16 

A<.c oroing t o t.he depar t men t , L a nd 
R.e venue inc luding all GovePrnne nt dues 
recoverable as arrears of l c. n d revenue 
are c ollected J o i n t l y b y ti-. e Revenue 
S taff. Accord1nql y the ::.~ tua] c os t of 
co l lection <inc l ud i n g other d u es ) for 
the year· 1986-87 to 1989-9('1 1••as · !•1o r1<eci 
.:Jut by t he de p artment as u n de r·. 

Y-.•3 r 

1967 -88 

1988-89 

1989-90 

Tota l 
Coll ecti on 

Expendi t ure Per ce,ta z ~ 

on <:o 11 ect ion C1 f Experui i · 
f ln cror"sl (in croresl tu re tc to la l 

CC' I ! ed M n 

'in i::ror es l 

186. 41 28.5& 15.32 

165.00 35.00 21. 21 

241. 60 40.91 16. 93 

206. 52 51. 27 24.!>9 

4 

H~ 



( 14) 

1.5 Assessments in arrears 

Pe.rformance of assessment 
work in Sales Ta.:< Department 

1 <.;.' Th ~3 number of a:. .::.essments due for 
c oinple tlon and those finan lised by the 
S ales Ta ~ Department during the 
assessm~~t years 1988-89 and 1989-90 
together· t•Ji th the number of assessments 
pending finalisation at the end of 
"'larcr-;, as reported b _y the department, 
a re indicated below; 

1988-89 
Ci> Number of assess­

ment5 due fo r com­
r let ion during 
1. na.t y ear 

Arr·ear case s 
Current cases 
Remand c ases 

Total 

7, 73,293 
3,03,486 

9,701 

10,86,480 

Cii) Number of tlSse­
ssments comp l eted 
during the y ear 

;~ r re a r c as es 
Cur i'ent L-: ases 
R.emanrl cases 

Total 

3,25~l:S6 

12, 4 76 
6,528 

3, 4 4,140 

1989- 90 

8' 15. 564 
3,26,876 

9,984 

11,52,424 

3,87,448 
15,762 
6,572 

4,09,782 

' 
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(iii>Number of ass­
essements pending 
finalisation as on 
;';1st March 

Arr·ear cases 
Cur r ent cases 
Rem'3nd cases 

Total 

4,48,157 
2 ,91,010 

3, 173 

7,42 , 340 

( i v)Percentage o ·f 
disposal to the number 
of issessments due for 
Completion 

4, 28 ' 116 
3, 11,114 

3 ,412 

36 

(The above information is 
presented graphically in Chartlll> 

It t•1ill be seen that more than 70 
per cent of the cases due for 
~ssessment were old or pending . 
Although assessements carried out 
during th e year 1989-90 constituted 36 
per cent of the assessements due for 
c ompletion , as against 32 per cent last 
~ar, the pend ency of cases laSas almost 
the same. The Government should take 
measures to strengthen the assessmen t 
infras tructure to substantially reduce 
the number of pending assessment cases . 



A.rrear Casea 

Current Cases . 

Remand Cases 

(1 6} 

Char t IH 

PERFORMANCE OF ASSESSMENT WORK 
In St lo t Ta ;, D• per t .n~nt 

1'189-90 

' l 

~~~.__,_1e"""". 7=i'11.2...,.. ... --~ .... -,, -,. - .,..--: ..... -. -] ss1::,:7e 
I 
I 

i 
- -·-"T -,--,-,-,r-~ :- -- --.--,--,·~ . ...,--,....,..........---. --. i-i--J 

1&1lll 

1000 10000 100000 100000 

- Number Due ~ Number Completed 

1 ' Number pending on 31.03 . 1990 

(Rt:.i'crooce : PArahn .pb l. 5; Pa.ge Ho. 151 

.. • 
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Yearwise break-up of the assessments 
pending as on 31st March 1990 t•1as a :.; 
per table below: 

Assessment year Number of cast!s 

up to 1984- 85 750 

1985- 86 25' 148 

1986-87 1,6(! ,520 

1987-88 2,41,698 

1988-89 3,11,114 

Cases remanded by 
courts for re-
asses sment 3,41 ? 

Total 7 ,42,642 

<The above information is presented 
~raphi ca lly in Chart II> 

Cb) Rush of work at the close of the 
year 

An anal ys i s of month wis~ break- up 
of assessments finalised during the 

10-A r..-z 
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Chart r·; 
Year-wise break-up of M.sessments in ST 

Oeptt pending on 3 lst March 1990 

Assessment Year 
--- - - --·---- -· 

Upto 1984-85 · ,:;; ., 760 

1986-86 

Ir------ ----- ·- -- --
.. '· .···· . i .. '., ·.; _ _J 160620 
r---- ·-- -- -1986-87' 

1987-88 J ... -- ---· ; 24169~ 

1988-89 I ---~~~---· -'-_-.--'----__ -_-_-_-, -~J 31111t 

r n-ITT___..m_, --·- . -) 3412 . . ',J Cases remanded 

100 1000 1000,0 100000 100000 

; ·1 Number of Cases 

I Reference: Paragraph J. 5 ; Page No . J'f I 

, • 
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year 1988-89 and 1989-90 are given 
be 1 O\•J: 

Period 1988-89 1989-90 
llu1be r De111and s Nuaber de.:ands 
Qf asse- rai sed of ass - raised 
s:e1ents 1 Jn c ro- essmen ts (In cro 
fina l- res of fina l- res of 
ised r upei?S i sed- rupees t 

Apr i I 2,02,922 166. 99 2,68, 440 188.32 
to i)eceaber 
J aouary 1,41, 218 242.57E 1, 41, 342 344. 49 
to /'larch 

Total 3,44, 140 409.56E 4,09,782 532.61 
E--Revised. 

It wi 1 l be s eP-n that the rate of 
disposal n f 'cases during March to 
December was mucn l ess (29 827 cases per 
month> th an that during the last 
quarter of the y ear (47, 114 cases per 
month). Ave r a ge a ddition al demand per 
case was al so muc l1 less during the 1st 
three qLtarters a s compared to the last 
quarte r . 

(c) Heavy inci d ence of finalisation of 
cases at the fag end of the 
limitation pe riod 

Break- u p ot c ases di s posed of ac­
cordi n g to th ~ year tc> to1hi c l1 they pert­
a ined, fu r ther i n llicates, as given 
be l 01•1, that a 1 most 50 per cent of the 
cases disposed of were more than 3 
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years old which were l ik el y to get time 
barred if not disposed of during tha t 
year . 

Year 
ending 
31st 
March 

1989 

1990 

1987- BB 

Brea~-up of cases d1soos ed of 
according to the ye ar to t•h ich 
they p e rtajned 

Up to 
Year 

1984-85 
1985-86 
1986- 87 
1987- 88 
Remand Ca :;es 

Total 

1985-86 
1986--87 

1988-·89 
Re mand Cases 

Total 

Numb~r of Percen-
cases tage 

2 , 13,566 62 
80 . 197 23 
31,373 9 
1 2 ,476 4 
6,528 2 

3 ,44,140 

2 ,20 , 9 49 
1 I J S , 3 83 

61,116 
15, 762 
6,572 

4,09,782 

54 
26 
15 

4 
1 

Appeal and revision cases 

As in the case of assessment c ase, 
the pos ition of appeal and revision 
c ases '2nd app e al) is no better. 
Disposal o f c ases a re 1 ess than even 
t he cur re n t ~ ases a~cruing each y ear a s 

" 
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<i > Numbe r of Case s to be dec ided 

Appe:il Cases Rev i sion Cas e s 

1988- 89 1989- 9 0 1988- 89 1989-90 

P e nding 58 , 8 9 6 78 , 325 56 , 891 53 , 5 4 7 

• Ca ·.::; es 

Cu1rent 5 4 ,609 50;979 1'7,302 16 , 089 
Cases 

Total 1,13,50 5 1, 2 9, 304 7 4 ' 193 69,636 

( ii ) - Number of Case·s decided 

P e n ding 19 , 06:,j 32 ) 3 8 7 15,42 5 15 , 906 
Cases 

Current 1:5 ,511-1 i2,87 t 5 , 22 1 :;.-, 074 
Cases 

To t a l 34, 6 0 6 4 5 , 258 20 ,646 17 ,980 

<i r 1 : Numbe r of p e nding Cases 

Pendin_g 39 , 257 4 5 , 9 3 8 4 1 ,466 37 , 6 4 1 
Cases 

Current .3 9 , 068 3 8 f 108 12,081 14 , 0 15 
Cases 

Tota l 78, 3 25 84, 046 5 3 ,547 51 ,656 
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Ye ar-1.&1i s e break-up o f the app e a l 
::i.nd rev i sion c a s e s p e nding a s o n 31st 
Ma r c h 1 9 9 0 , was as under: 

Y~ar [' e nding as on 3 1::.t Marc h 1990 
Ap p e a l cases 2 nd Appe a l 

Up t n 2 22 6 , 186 
1984 
t 9 8 5 17 9 4,491. 
19 8 .S 897 5,81 0 
198 7 5 , 8 16 8, 1 0 8 
1988 2 3 ,4 1 1 11, ~29 

1989 36 ,453 11,495 
1990 17 ,068 4, 237 

Total 84, 0 46 5 1. 656 

Th e ten den c y to f i na l ise a larg e 
n u mber of c ases at th e faq e nd of the 
l i mitati on p e riod is. fr ·aught with the 
risk of l oss o -f r ev-e n u e due t o hur r ied 
a~sessment, i n a d e q u ate sc rutin y o f 
1·t-cord s a n d dea l ers becomi ng in s olven t 
•:J r u n tr a ce abl e 1•1i t h t h e lapse o f time .• 
•Jn t he other· h a nd , de 1 ay in 
fi n a li s ation o f ass e sseme nt cas e s and 
~ a s es pe n d i ng i n a ppe a l re su l ts in 
b loc ki n g r ev enue· ( add i ti o nal deman d 

_ r ~ i s ed d uri ng asses sme nt ) f or a period 
ran .-~i ng f 1·o m 1 t o 4 years , taihi c h not 
o n l y a f fects t he wa y s a nd means 
posit ion o f Go v e rnment b ut al s o r e sults 
in a cc r·u a l o f fo r·t u1 t ous ben ef it to t he 
d ea l ers b y wa y o f i ntere s t. 

• 

• 
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Frauds and evasions 

The position of case s nf frauds 
~nd e v asi ciw.:; detected, finalised and 
p t?nd J n g a s nn 31st March 199('\ \Alas as 
U'1 ,lt>r~ 

f':"o.t S1;' <; Cases Cases Cases 
r: c" 1d i ng detected finalised pending 
a t ti""\ ( I during during at the 
bey inning the year the year end of 
•.!) f 1 <:: 89- 9'.l <Amount 1989- 90 

raised) 

. 7' 167 2,460 2,786 6,841 
<Rs 34.84 
crores) 

1.6 Arr~ars of Revenue 

Details of the arrears of 
pending collection at the end· 
ye ar 198 9 - 9 0 , a s furnished 
depar t ment in respect of some 

· he ads a r e gi v en below: 

revenue 
of the 

b y the 
receipt 

• Ci) Sales T~x Rs .11'5 1.37 crores <Pro-
visional ) r e mained uncollected as on 
3 1s t Marcl1 1991) as agains t R.s. 951.46 
crores •Jn 3 1st March 1989. A r e vie1A1 on 
the drrears o f Sales Ta :< is included in 
c hapter ~'" . 

(ii) Tax 
Rupees 9 • . 15 
a nd Rupe es 

on purchase of sugarcane 
crores frcm sugar factories 
2 . 4'~' c;-or·e: fr o m Khandsari 
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uni ts 
March 
b" low; 

remained uncollected, as on 31st 
1990 . Ye•rwi se details are given 

Ye ar 

Up to 

Arrears pendinq .c ollection f rq_!!!. 
Sugar factorie s Khandsri un i ts 

<In crores of rupees> 

1985- 86 7.35* 0 . 92 
19 86- 87 0 .23 0 . 0 4 
1987 - 88 (). 43 0 . 04 
1988- 89 0.66 0 . 04 
1989- 90 0 . 48 1.36 

Total 9.15 2.40 

Out of ar-rears of Rs 2 . 40 crores 
p1?rtainin9 t.o tt:handsari uni ts a sum of 
Rs. 0.60 c rore was covered unde1· 
Recovery CE' rf;ificate i!:;sued and ~ sum 
of R5. 1 . 63 crores were s t a yed fo r 
recovery by H i gh Court. The pas it ion of 
refunds in respect of Khandsar i uni ts 
as worked out b y '·he department was a s 
under: 

l . Claims pending ~t the 
beginn ing of the ye ar 

Nu.of 
claim!.-; 

l:::i 

?\mount 
<i n 

ld k h s 
of Rs> • 

0.55 

~<Including arrPa~s of Rs4 . 69 crores 
f or th e period prior t o 197 1- 72) . 

• 

' 

• 
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~'.C laims l"'ecei v ed d u r·i n g 
t he year 

3 .R~ funds made dul"'in9 
the year 

4.balarice at the end 
of the year 

YeaT- wise break- up 

111 6 . 21 

102 5 . 35 

2 4 1.41 

Part i-culars .~ ___ ___ rears-------
1967-68 1988-89 1 98 ~ - 90 

Ho of A•ount H1 of Aaount Mo· or Aaount 
Cases C«sos Cases 

I In lakhs of rupees) 

l .' Clai1s pending 11 0.31 3 0. 16 0. 08 
at the beginning of 
the year 

2. Claims received 27 0.93 21 1. 41 63 3.87 
during the year 

J. Refunds •ade during 36 1. 23 24 1. 57 42 2.55 
t he year 

4. Ila lance al the end 2 0.01 22 1. 40 
of t he yaar 

(iii ) Land Revenue Out of Rs . 38 . 2 9 
crol"'e<S p endi ng c ollec tion as o n 3 1s t 
March 19 90 r e covery of Rs . 23 .48 crores 
h ad be e n s u s p e nd ed by the Go v ernment . 
Si nnl ar l y out o f Rs. 1. 97 crore s of 
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Land development tax pending 1co llection 
as on 3 1st March 1990 , recove ·ry of Rs. 
< . 87 crores had been s •.ispended. 

The position of demands, callee- . 
tions and arrears in resp,ect of Land 
Re v eque and Land deve l •1µment ta:< dur·ing 

· the y ear wa~ as un~ £ r; 

Par t i cu l ;ir·s Land R. ::- venue 

(in cror~ c:: of 
1. Revis~d demand 60.9~ 

Rec n ve 1- y stay•d 
by Government 

3 . Net riemand 

2~.48 

37 .45 

4. To ta l Collection 2=.60 

5 . P e r e f? n t a q e 

6. Ar r~ars out of 
Total deman d 

37.10 

3f'l.29 

<iv> Forestry and Wild Life 

1. ,01j Deve­
lor,mearit Tax 
rupeefi) 

2.05 

0.87 

·1 • 18 

0.08 

3.84 

1.97 

Rs 11.06 crores rP.mained 
uncollec ted as on 31st 1'larr h 1990.· 
Year-wise de ~ a i ls are gi v e n te l ow: 

Year 

Up to 1984-85 

Amo~rt o f arre a ~s 

( i n cror~~ of rupees) 

3 .. . ; 1 
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1985-86 
1986- 8 7 
1987- 88 
1988- 89 
1989-90 

Total 
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0 . 14 
!) • 11 
2.2 1 
2 . 7 2 
2. 47 

11.06 

T!1e a r-re~rs of Rs. 11.06 cror~s 

we re i. n the fo l lowing stages of act ion: 

<In crore~ 
of rupee5) 

( i > 

(ii) 

Amount ta be adjusted 
against the security in 
hand or material in custody 
of department 

Amount covered by 
reco very certificate 

(iii) Amo u nt stayed by High 
Cou rt and Other Judicial 
authorit ies 

(1v) Amount likel y to be 
written off (due to the 
pa rties being insolvent> 

{ v) Other Stages 

(v1) Refunds 

To toil 

4.12 

1.13 

0 .66 

0.12 

5.03 

Nil 

11.06 
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<v> Electricity Duty: Rs.25.37 crores 
remained uncollected as on 31st March 
1990. The year-wise break-up · was as 
under:-

Up to 1987-88 
1~88-89 

1989-90 

Total 

<in crores 
of rupees) 

24. 97 
0.32 
o.ps 

25.37 

Arrears outstanding for more than 5 
y ears was Rs.24.39 crores as f ollows: -

1983-84 
1984-85 
1985-86 

Total 

<I n c rores 
o -f rupees) 

23.25 
0 . 62 
0.52 

24.39 

Out of the total arrears o"f 
Rs .25.37 c r ores r ecov ery of Rs .24.90 
c rores were stayed by courts and other 
j ud i cial authoriti es; recovery of 
Rs . 24. 43 crore s pe r tained to one party 
,;i. lon e. 

' 

, 
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1.7 Writes off and remission of revenue 

Details of demands written off and 
remitted during 1989-90, as furnished 

~ by two departments, are given below: 

• 

Department No. of Amount Remarks 
cases 

< i. > Finance­
Sa l es Tax 

(ii> Revenue 
Land 41 

. Revenue 
<Including rentt 

1.8 Outstanding 
report'!I 

The number 

2 

of 

involved 
<In lakhs 
of rupees> 

20.57 

138.74 

Reasons 
not 
indicated 

audit inspection 

inspection reports 
~nd audit objections issued up to 
December 1989 which were pending 
settlement as on ~0th June 1990 are 
~) i v en be 1 ow; 

As at the end of June 
1988 1989 1990 

1. Number of out- 2136 
standing insp-
ect ion reports 

1855 2256 
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2. Number of out- 5302 
?tanding aud i t 
ob j e c tions 

5050 5771 

3. Amount o t re- Sl.91 82.03 108 . 11 
c eipt s i n vo lved 
<Jn cro r ?.s o f Rs . > 

The table below indicates receipt 
wise detail s of the ins pection reports 
and a udit objec tions issued upto 
December 1989 bL1t r ema ining outstanding 
as on 30th June 1 990 . 

Nature of Receipts 

{ 1) 

1. Fo r e st r y and 
Wild Life 

2 . Sales Tax 

3. I r rigation 

Nuaber of ou t'· 
stand ing· 
lnspe· 
ct ion 

Reports 

--- --- ----
12) 

---- ------
263 

589 

96 

Year to 
A1ount which 

Para· of the 
cra'ph& Revenue ear l iest 

involved repor t 
per la 

· I In ins 
crores 

of 
Rupees! 

---- ------ -- -- ------· 
{3 ) ( 4 ) 15 J 
-------------- ------4 
8 91 67 . 48 1977-78 

1394 11. 44 1981 -82 

368 9. 11 1984- 85 

) 

• 
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4. Tax on Purchase 122 154 5.32 1980-81 
of Sugarcane 

5 . Sta te Excise 168 221 3.99 1981-82 

~ 
( i I Admi n istrative 7 9 1989-90 
charges on sale of 
Mo l asses 

6. Taxes on Veh icles, 

" Goods a nd Passenger s 77 669 3.7 1 1983-84 

7. Pub lic Works 69 261 2.40 1984-85 

8: Land Revenue 300 605 1. 76 1980-81 

9. Stamp duty and 
Re gistration Fees 435 965 1. 73 1981-82 

10 . Crop Hus band ry 29 73 0.56 1985-86 

11. Electric.ily Duty 36 47 0.36 1981-82 

., 12. Food and Ci vi I 
Supplies 28 66 0. 15 1984- 85 

13 . • cooperation 22. 28 0.07 1984-85 

14. Entertainment Tax 15 20 0 . 03 1986-6'1 

Tot a l 2256 577 1 106 .11 

In respect of audit insp e ction 
reports pe rtaining to t he fol l o wing 
receipt he ads, even firs t r ep lies h ad 
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.ii ~. IJc"' n rec~i ved from t.he '1Ppai-tmen ts : 

NUmber of audit in;pection 
reports out~tanding to~ 

Thr11e 1 wu year:; 
yea1s and 1ore 
and 1ore bt1t less 
!issued tlnn 3 
uptc l'larchye.us 
19871 

2. 3 ~ ,;, 1'µ du t y aud 
reg1s rJtir~ f ees 

J, Sta t e Exc is e 

tilAd1inistrative 
charges on sale ot 
molasses 

II. Sales Tax 

I ; ssued 
during 
1987-8fll 

5. T~x on pur- 4 2 
. ~ asJ of sugarcane 

S. 'f:lx e:; on 
·1.1h i C'I e:;, goods 
~ 11LI P;issen11Pri 

l.es$ than 
tllo y11ars 
lisc:ued 
during 
1988-89 
and 
1989-9(,) 
tupto 12189l 

37 

25 

4 

13 

34 

Tor;il 

37 

27 27 

4 

94 

34 

" 



.. 
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7.Electricity 13 13 
Duty 

6. Public llorks 4 10 14 
9.Co-operat ~pn 4 2 6 

10.Crop Hus- 5 5 10 
bandry 

11. Food and 5 5 
Civil Supplies 

12. Forestry 17 9 61 87 
and Uild Life 

13. Irrigation 5 10 30 45 

Total 29 36 353 420 

of outstoand in9 
few important 

Year-wise analysis 
paras in respect of a 
department are as under:-

Year No of No of Amount 
Reports Paras involved 

<in crores 
of rupees> 

----------- ------- ------- --- -----
Sales Tax 

Up to 
1986-87 48 255 1.80 
1987-88 119 227 0.95 
1988- 89 189 ~79 2.57 
1989-90 233 533 -._.12 

10-A.G.-3 



( 34) 

State Exc i se 

Up to 
1986-87 70 95 0.98 
1987-88 24 44 0.39 
1988- 89 49 50 0.57 
1989-90 32 41 2.04 

Land Reve nu e 

Up to 
1986-87 77 146 0.81 
1987-88 19 35 0.03 
1988-89 103 223 0.39 
1989-90 101 201 0.53 

Sta•ps and Registration 

Up to 
1986-87 245 508 0.94 
1987-88 52 122 0.19 
1988-89 66 179 0.24 
1989-90 72 156 0.36 

Irrigation Depart•ent 

Up to 
1986-87 32 104 2.75 
1987-88 20 63 0.16 
1988-89 23 104 2.29 
1989-90 21 97 3.91 

Public llorks Depart•ent 

./ 
Up to 
1986-87 25 107 0.75 



• 

1987-88 
1988-89 
1989-90 

• 
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11 
20 
13 

32 
84 
38 

0.09 
0.82 
0.75 



CHAPTER-2 

SALES TAX 

2.1. Results of Audit 

Tes~ check of the records of Sales 
Tax Off ices conducted in audit during 
the year 1989-90 revealed under­
a s sessments of tax and non-levy or 
short levy of interest and penalty, 
amounting to Rs. 958 .40 lakhs in 1072 
cases which broadly f all under the 
following categories: 

Number Amount 
of I In· I akhs 

cases of rupees I 

1. Non-levy or short levy of 222 458.44 
interest/pe nalty 

2 . Appli cation of incorrect 144 165.92 
rat e o f t a x 

3 . Irregular gr ant of 165 150 . 77 
ex emption 

4 . Inco r r ect c lassification 77 40.26 
of goods 

. 
5 . Ari t hmetical mistake 58 30.23 

6. Tu rnove r es capi ng 100 19.:37 
asses sment and incorrect 
dete rmi nation of turnover 

(36) 

" 
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7. Non-levy / short levy of 98 16.59 
additional tax 

B. Other i rregularities 2of1 76.92 

Total 1072 956. 40 

A few i mportant cases, i n c l uding 
t wo r e views o n ' the work l. ng of check­
posts ' and 'accumulation o f a r r ear s in 
col l ec t ion o f sales tax ' a re included 
i n t he succeeding paragra p hs. 

2 .2 Working of Sal e s Tax c heck posts Q, If J 
i n Uttar Pradesh . 

2 .2. 1 . Introduct i on 

Th e Uttar Pradesh Sal es Ta x Act, 
1948, ini t ially env.isage d a syst e m of 
mul t i-p oin t lev y of sal es t ax , wh ich 
was sub s equen tly <1st December 19 7 3 > 
s ubs titu ted by a sing le- p oint t a:<ation 
sys tem. All commo d i ti es h a v e now b een 
b ~ough t und e r the singl e p o i n t t axation 
syst em i . e t h e tax is l evied at the 
p o i n t of sale by the manufactu re r / 
i mporter or a t the point of sale t o the 
c onsume r . 

Wi th a v i ew to p reven t i ng and 
c h e ck ing t h e e vas ion of t ax by way of 
irregu lar imp o rt o f g o ods in t o the 
t err itory of the State a nd t h e i ·r non­
accoun t al i n the b ook s of accoun ts b y 
t he dealers , Go vernment dec i ded t o 
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establish Sales Tax check posts at 
strategic points along its borders with 
the neighbouring states and fifteen 
Sales Tax check posts 1J1ere established 
with effect from 14th April 1974. More 
chec k posts 1•ie re established from time 
to time and by the end of March 1989, 
the number of i.JOrki ng check posts in 
the State increased to 49. 

2.2.2.Administrative set up 

The overall control and direction 
relating to check posts vests with the 
Commissioner, Sales Tax. A Deputy 
Commis~ioner <Check Post and Mobile 
Squad) is posted with Headquarters at 
,Lucknow who besides assisting in the 
framing of general polic i es , conducts 
inspection of the lliorking of t he Sales 
Tax check posts. In fiv e districts , 
viz. Varanasi, Agra, Ghazi ab ad, Jhansi 
and Mathura, the Assistant Commissioner 
<Check Post) u nder the general direc­
tion of the Deputy Commissioner 
(E:<ecutive) is responsible for the 
general cont rol and inspect ion. ~n 

areas llJhere there is no Assistant 
Commission er <Check Pos t), the control 
and i nspec tion of t he check posts are 
carried out by the Assistant Commiss­
ioner <Executive) under whose jurisdic­
tion the c heck posts fal 1 . The checl$ 
posts are manned by Sales Tax Officers 
a nd other staff i.e., ministeria l 
staff, Polledar <Porters) and Police 
f orc e . 

1. 



, 
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2.2.3.Scope of Audit 

With a view to verifying whether 
the check p osts a r e functioning in 
conformity with rul.e.s and orders/ 
instructions and are serving t h e 
purpose f or wh i ch th@y were i ntend ed, a 
review was undertaken duri ng the p e r i o d 
from February 1990 to May 1990 and 
covered the offices o f the Assistan t 
Commissioner <Chec k Post >, Ghazi abad, 
Agra and Varanasi. Rec ords r elating to 
'13 out o f t he 49 check post s were 
generally audited d u r i ng Apr i l 1989 to 
May 1990 for the years 1988-89 and 
1989-90. In certa i n c ases r ecords of 
t h e earlier years were also chec ked, 
whenever con sidered nec essary . 

2 . 2.4 Highl i ghts 

Cl > Absence of chec k-post on two 
main roads conn ect i ng NOIDA and Delh i, 
and on the road from Bharatpu r a n d 
Dholpur . <Ra j a s t han> connecting t h ese 
two places to Ag ra makes l arge scale 

.evasion on t h ese rou t es pos s ibJe . 

<2> The quantum of phy s ical 
verification of goods i n trans it was 
less t h a n one per cent in almost all 
the cases wh ich reduc ed t he deterr ence 
o f s uch ph ysical ve rification. 

<3> At e i ght chec k- posts, se ized 
g oods amo unting to Rs. 7 6 . 23 lakhs were 
lying und i sposed for 1 to 16 years as 
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on 31st March 1990. At Naubatpur, items 
seized ever since the incept ion of the 
check-post viz., 1974-75 were lying 
undisposed. 

(4) In two cases at Transport ~ 

Nagar <Ghaziabad >, penal ties were· 
imposed short to the tune of Rs. 2. 07 
lakhs and Rs. 0.73 lakh.<October and 
November 1988> 

<5> At Naubatpur check-post, 
substantial amounts ranging from Rs. 
21.24 lakhs to Rs. 55.24 lakhs 
continuously remained outside Govern­
ment · account due to their non-deposit 
into Government Treasury. 

( 6) At Kot ban and Naubatpur 
check-posts , basic records such as 
Pan J i - 5 were not maintained during the 
period from April 1988 to May 1989, and 
from April 1988 to 23rd June 1989 
respectively. Further at Kotban, 
receipts for security money/penalty 
collected from transporters/drivers 
carrying 'Rori' were not issued by the. 
check post s taff as required under 
rules, and the correctne'ss of coll ec­
t ions during the period 1988-89 and 
1989-90 could not b e verified. 

2.2.5 Trend Analysis 

Und~ r the Uttar Pradesh Sales Tax 
Act, 1948 • declaration Form xxxi, 
certificate i:-i Form xxxii and transit 

.. 

.. 
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pass in Form xxxiv are required fo r 
import~ng tax able goods from outside 
the State. Where the goods are not 
supported by proper/suffiecient docu­
ments, the dealers importing the goods 
are liable to penal action unde r 
Section 15AC1) (0) for contravening the 
provisions under Section 28<A>. The 
maximum penalty leviable is to the 
e x tent of 40 per cent of the value of 
the · goods being imported and the 
security i s realised j us t to cover the 
penalty to be imposed and which is 
subsequently adjusted against penalty . 
However, in case of u n registered 
dealers, t he 9fficer- iri-charg e o f t he 
check-post ac ts as an assessing of ficer 
and is authorised t o imposed penal t y 
and recover the amount. 

Co mparative posi tion of vehic les 
c h ecked at the c heck-p osts in the Stat e 
and the amounts recovered as penalty/ 
secu r ity, from t hem during the three 
years from 1986-87 to 1988-89 "'as as 
unde r : 

1. No. of check 
posts 

1986 -87 

46 

1987-88 1988- 89 

46 49 

2. Tota l No. of 27,80,444 31,94,589 34,40,492 
vehicles pass -
ing through 
these check- posts 
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:1. No. of veh i c l es 22 , 15,99626 , 54 . 856 27,5 1,851 
ca r ryin g t ax a -
b l e goods 

4. No of vehic l es 20, 13, 19520 , 14 ,394 21,11,387 
passed with 
fo r ms 

5. No. of v eh i c I es 2 , 0 2 , 80 1 6 , 40,462 6,40,464 
ca r rying unau-
thor i sed goods 

6 . Amoun t rec e i ved 604. 35 967 .51 1163.67 
as sec uri t y/ 
pena lty ( i n 
lakhs of Rs . I 

It will be seen that ,even though 
the number of vehicles c a rrying un­
authorised goods p ass i ng through the 
check-post s dur i ng 1987-88 registered 
threefold increase , the amount re a lised 
as pena l ty/sec ur i ty from them did not 
k eep pace. 

2.2 . 6 Non-exi stance of check posts at 
strat eg i c poi nts 

<i> Ne 111 Okhla Ind ust r i a l De vel opment 
Autho r ity CNOIDA > i s t he biggest I ndus­
tria l Es tat e in Uttar Pradesh adJ oining 
t h e Un ion Te r r ito ry of De lhi and heavy 
I n t e r State trans acti ons tak~ place 
d a i ly. I t was obse rved i n audit 
<Februa r y -Marc h 19 9 0 > t h a t no c heck 
posts uie r e o p e rat i ng on t he t t•IO main 
r o ads connect i ng NO! DA and Del hi 

.. 
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al though provision for check 
Dallupura and Chitta on these 
already exists in the Sales 
Post/Mobile Squad Manual. 

posts at 
ti.10 roads 
Ta:< Check 

<ii>Similarly there is no check post on 
the road from Bharatpur and Dhaulpur 
<Rajasthan> via Nagla Kamal-Kheragarh 
and Saiyyan Chau raha Marg connecting 
these two places to Agra in the State. 

In the absence of check posts on 
t hese two entry po i nts, especially the 
former, the possibil ity of imports of 
goods going undetected and untaxed 
cannot be ruled out. 

(iii) It was also noticed that the 
Goverdhan check post situated in the 
vicinity of Goverdhan town on the Deeg 
<Raj as than > Mathura Road is so located 
that vehicles coming on the Mathura 
Road from Deeg <Rajasthan> c a n take any 
of the two by-passes~ one via Jat i pura 
and other via Si k arwa, quite some 
distance beforf:! t he established check 

•post o n that road , without touching 
Gove rdh an check post,which also makes 
evasion possible . 

( iv>It was furth~ r noticed that the 
Sales Tax check post at Transport Nagar 
<Ghaziabad) on the Grand Trunk Road i s 
situated .3.bout five kilomet res inside 
th~ State t err i tory and betwe e n the 
borde r of Delhi and this check post, it 
is possible that goods could be 
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delivered without going through a check 
post. In all these cases, relocating 
the check posts to more strategic 
position$ would be advisable. 

2.2.7 Physical verification of goods in 
transit 

At every check-posts or barrier, 
when so required by the officer-in­
charge of the check-posts or by any 
officer empowered under the U.P.Sales 
Tax Act, 1.948, the driver or the 
person-in-charge of the vehicle shal 1 
stop the vehicle and keep it stationary 
for so long as may be required by such 
officer to search his vehicle, to 
examine the con tents thereof and to 
inspect all documents and records 
relating to the goods carried. If on 
such examination, the officer finds or 
has reason to believe that: <a> any one 
or more consignments are not covered by 
one or more of the documents, or (b > 
any s uch documents in respect of any 
consignment are false, bogus, incorr­
ect, invalid or incomplete, 

One officer shall sl!ize those 
consignmen t after giving the driver or 
the person-in-charge of the vehicle, 
reasonable o p portunity of being heard. 
He is also r e quired to give a receipt 
of the goods se i z ed. 

Manual of the Sales Tax Department 
<check post a nd mobile squad> prov ides 

~. 

• 
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that at least one vehicle should be 
physically verified fully in each shift 
<3 shifts in the first category of 
check posts and 2 shifts in the rest> 
in the case of first and second 
category of check-posts or at least two 
vehicles per shift where a separate 
officer has been posted for this 
purpose. 

During the course of the review, 
it was noticed that, the number of 
vehicles physically verified at the 
check posts during the year 1988-89. 
<de~ail given in appendix-I> was as low 
as 0.01 to 1.89 per cent of the total 
number of vehicles which passed through 

the check posts. The physical veri f ica­
t ion of only 13,505 vehicles out of a 
total of 23,13,859 did not fulfil the 
objective of ' physical verification of 
goods in transit and checking irregular 
/unauthorised transportation of goods 
and thereby evading tax. Further at 
Vijay Nagar, Transpor~ nagar, Bhopura, 
Maharajpur, Kakkarpul, Bhoyapura, Kule­
sera, Loni and Bharauli check posts, 
.even the physical verification of goods 
in transit for each shift was not 
adhered to, with the ~hort fall ranging 
from 51 per cent to 99 per cent as 
given in the statement in appendix-I. 

It would be advantageous for the 
Department to conduct a detailed study 
about the quantum of physical verifica­
tion which could be achieved with 
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maximum economy and with the least 
inconvenience to the traffic, by 
adopting random sampling methods, as 
would make the system more effective. 

2.2.8 Non-disposa'l of seized goods 

During the course of audit 
<February 1990 to May 1990> of Sales 
Tax check posts Mohannagar, Transport­
nagar <Ghaziabad), Naubatpur, Saiyyan, 
Kotban, Sarswan and Massau~a it was 
noticed that a large number of goods 
amounting to Rs. 76.23 lakhs consisting 
of 569 items <appendix-II> seized 
during the period from 1974-75 to 1988-
89 had not been disposed of <even after 
a lapse of one to 16 years>. The delay 
rendered the goods liable to decay and 
becoming unserviceable with the passage 
of time. No provision had, so far, been 
made in the Act or Rules to auction the 
seized goods after a specified time and 
to appropriate the sale proceeds towa­
ds the tax and the penalty payable by 
the the concerned dealers. 

2.2.9 Transit of goods by road through 
the State and issue of transit 
pass 

When a vehi c le carrying goods 
referred to in sub - section (I) of 
section 28- A, coming from and bound for 
any place outside the State, and passes 
through the State, the driver or · the 
person-in- charge of such veh ic 1 e sh al 1 

" 
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obtain, in the prescribed manner, a 
transit pass from the officer-in-charge 
of the entry check post or barrier and 
de 1 i ver it to the officer-in-charge of 
the exit check post or barrier before 
cross ~ ng the boundary of State, failing 
t11h ich it sh al 1 be presumed that the 
goods carried thereby have been sold 
within the State b y the owner or the 
person-in-charge of the vehicle. 

Under section 15-A <i><q> of U.P. 
Sales Tax Act, 1948,if the owner or the 
person-in-charge of vehicle fails to 
obtain transit pass or to deliver the 
same at the exit check post, the 
assessing authority/officer-in-charge 
of the check post may, after such 
inquiry as deemed necessary, direct 
that such owner or the person-in-charge 
of the vehicle shall pay, by way of 
penalty in addition to the tax payable 

.- by him, a sum not e xceeding forty per 
c~nt of t he · value of the goods 
involved. 

It was noticed in audi t that in 
the fol lowing cases though the penalty 
of 40 per cent was imposed, there was 
omission to workout the correct value 
of the goods on which the penalty under 
sect ion 15-A < i > Cq) was to be imposed, 
which resulted in short d

0

eposit of 
security/impos i tion of penalty. 

<1> At 
Transport 

the Sales Tax chec k post, 
Nagar <Ghaziabad) a person-
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value of the goods as Rs. 9.28 lakhs 
(in Form-34> on · which a penalty of Rs. 
3. 71 lakhs .at the rate of 40 per cent 
was leviable. However, the value of the 
goods was reckoned as Rs. 4.10 lakhs by 
mistake and a penalty of Rs. 1.64 lakhs 
only was imposed, resulting in $hort­
imposition of penalty of Rs. 2.07 
lakhs. 

(2) In yet another case, at the same 
check post,though a person-in-charge of 
the vehicle disclosed the value of the 
goods (in Form-34> as Rs. 2.33 lakhs on 
which a penalty of Rs. 93,379 at the 
rate of 40 per cent was leviable, a 
penalty of Rs. 20,000 only <at the rate 

-of 40 per cent of Rs. 50,000> was impo­
sed. This resulted in short imposition 
of penalty of Rs. 73,379. 

<3) At Sal es Tax check post Kotban 
<Mathura>, a person-in-charge of the 
vehicle disclosed the value of the 
goods in Form-34 as Rs. 2.11 lakhs and 
on that basis, the value 'of the goods 
was determined at Rs. 2.52 lakhs 
imposing a penalty of Rs. 1 lakh. Thoe 
total of 24 bi 1 ties <Goods Receipts> 
supporting the goods loaded in the 
vehicle · and appended with Form-34, 
however, worked out to Rs. 4.68 lakhs. 
Thus Rs. 2.57 lakhs <Rs. 4.68 minus Rs. 
2.11 lakhs) escaped penal action 
resulting in short imposition of 
penalty amounting to Rs. 1.03 lakhs. 

• 
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<4> Similarly, at Bhopura <Ghaziabad> 
a person-in-charge of the vehicle 
enclosed with Form-34 two invoices 
amounting to Rs. 1.77 lakhs and Rs. 
34, 744 but in the body of the Form-34 
only . an amount of Rs. 1.77 lakhs was 
mentioned. Thus Rs. 34, 744 escaped 
penalty action resulting in short impo­
sition of penalty amounting to Rs. 
13,898 calculated at the rate of 40 per 
cent. 

(5) It was also noticed that in eight 
cases at Naubatpur <Var.anasi > and. in 
tµ10 cases at Sarsawan <Saharanpur > the 
penalty was determined on the basis of 
the amount shown in Form- 34 without 
adding the element of profit, freight 
a.1d miscellaneous e x penses etc., which 
resulted in short imposition of penalty 
to the tune of Rs.2.87 lakhs and Rs. 
45,160 respectively. 

All the above cases were 
to Government in the month 
1990; reply thereof is still 
< Ap r i l 1 991 > • 

reported 
of July 
awaited 

2.2.10 Short realisation of security 

Under section 15- A<i><o> of U.P. 
Sales Ta:< Act, 1948, if the assessing 
authority is satisfied that any dealer 
or any other person imports or trans­
ports, or attempts to import or trans­
port, any goods in contravention of the 
provisions of section 28-A - it may, 

10-A.5. -4 
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a f ter sµch inquiry, if any, as it may 
deem necessary direct that such dealer 
or person shall pay, by way of penalty, 
in addition to the ta:<, if any payable 
by him a ~um not exceeding 40 per cent 
of the. value of the goods involved. 

From the drivers or the persons­
in-char9e of the vehicles carrying the 
gcods in contravention of section 28-A 
from outside the State , securities at 
the rate of 40 · per cent of the 
estimated value o f the goods are 
realised at th e check post as provided 
in the Sales Tax Manual, to cove r the 
amoun~ of Qenalty likely to be i mposed 

:under the Act . 

< 1 > In the course of the review, it 
was noticed a t Mohannagar sales tax 
check-post · tha t a dealer/transporter 
was importing food grains from outs'·ide 
the Stat e without form-31/32. The vehi­
cle was stopped and the goods were 
seized at the check-post. A security of 
Rs. 6, 753 at the rate of one a n d half 
times the tax payable was realised. As 
the d ealer was importing taxable goods 
without form 31/32 in contravention of 
section 28-A o f U.P.S. T . Act, 1948 he 
was liable to pay security/penalty of 
Rs. 28,566 at t h e rate of 40 per cent 
of the val u e of the goods of Rs. 71 ,415 
under section 15A<i> <o> ibid. This 
resulte d in short realisat ion of 
security/penalty to ~~e tune of Rs . 
21,813. 
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The matter was reported to 
Government in June 1990; reply thereof 
is still awaited <Apr il ~991). 

<2> Similarly 9 a gain at Mohannagar _it 
was noticed that in cases of persons­
in-charqe of four vehicles the securi-

l t ies were shor t r eal.i sed to the tune of 
Rs. 38,078. 

; 

Th e above cases were reported to 
departmen t in June 1990; reply thereof 
i s s till awaited <Apri~ 1991 ) . 

2.2.11 Abnormal delay in depbsi~ .of 
Government ~ey. 

<1 ) Under Rule 21 of Financial Hand 
Book, Vol.V, Part I al l moneys received 
by or tendered to, a Governmen t servant 
on accoun ts of the revenue~ of the 
State shall , without undue · delay , b e 
paid i n ful l i nto the treasur y or into 
the bank and shall be included in the 
Government account of the State. In no 
case should the State revenue be kept 
out of the Government account. 

It was not iced during t h e audit of 
the office of t he sales tax officer 
(check-post > at Naubatpur <Varanasi ) in 
May 1990 that substantial amounts 
realised on account of security/penalty 
were not being deposited into the 
treasury r egularly. In the month of 
February 1990, for i nstance, the money 
was depos ited only on sevEtn occasions 
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<as indicated in Apendix-111>, and 
during the whole month, the amount kept 
·in the cash chest · amounted to Rs. 21.2.,. 
lakhs • . · On 19th February 1990, ttle 
amount kept in cash chest at the chec~, 
post was Rs. 55.24 lakhs. .0 

Besides this, under the rules 
ibid, all Government moneys received 
upto the day just preceding the date. of 
d eposit shall b~ deposited in ful! i~to 
the treasury. However the cash book of 
the check-post revealed that even on 
days when money wan deposited in the 
Varanasi Treasury, full ctMount av~ila­

ble as per cash-book was not depo6ited, 
as it is evident from the following 
details: 

!}ate of Balance of Receipt& Aaount Balance 
deposit preceding deposited rHaining 
into day into 
treu ury Treasury 

2. 2. 90 26, 48, 709 4,63,660 9,68,279 21,24,090 
7.2.90 36,55,670 4,90,812 16,60,430 24,68,051 
9.2.90 . 29, 95 ,892 5,77,951 13,31,043 ,22,42,600 

14.2.90 ~0 , 03,0 15 5,39,860 17,20,349 28,22,528 
20.2. 90 55,23,521 4,51,440 5,22, 451 54,52,510 
21. 2. 90 54,52,510 4,09,470 23,00,075 . 35,81,905 
22.2.90 35, 61, 905 3,02,160 6,10,470 32, 53,595 

Furthe r, a l though heavy amoun t s 
were be ing retained at Naubatpur check­
post i n t h e cash-chest there was n o 
strong roo m f or the safe custody of the 
Gover nment money, as provided under 
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Rule 28 of Fin<1ncial Hand book, Vol .V, 
Part- I. 

The matter was rRported to 
Government in the month of July 1990; 
reply is still awaited <April 1991). 

<2> At Saiyyan <Agra) check post Rs. 
26,000 was received on 26th October 
1988 but ' the same was neither ent~red 
into the cash-book nor was i t deposited 
in the treasury till 1st February 1989 . 
The .amount of Rs. 26,000 was enter ed 
into the cas~-book on 2nd February 1989 
~nd was deposited into the treasury o n 
the same day i.e after a delay of mor e 
than three months. 

The matter was brought to the 
notice of the d epartmen t i n the mo nth 
o f June 1990; reply i s s ti l l a wa i ted 
C Ap r i l 1 991 > • 

C3> At Kotban , Kagarol , Sar asawan and 
Dadri CKu lesara> check- p osts al s o , 
de l ays h a ve been noticed in deposit of 
full balance o f cash i nto t r easury 
ranging f r om ten to 40-f i ve d a ys, as 
indicated in Appendix-IV. 

2 . 2.12 "aintenance o f rec ords 

The department h as prescribed 
Panji No. 1 to 5 to be ma i n ta i ned at 
each check-post for ma in t a in ing the 
detailed accounts of declarations/ . 
certif~cates, issues, r eceipts and 
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verification of transit passes, accoun­
tal of Seizures and reali~ation of 
security ~herefrom. Out of these, Panj i 
No. 5 is the most , important containing · " 
the details regarding the seizure of 
goods and real is at ion of security etc. 
Irregularities · in ma i ntenance of the 
documents were noticed, as indicated 
be l ow: 

<1> · At Kotban and Naubatpur check­
post, panji-5 f or the period from April 
1988 to May 1989 CKotban> and from 
Ap.ril. 1988 to 23rd J une 1989 <Naubat­
pur> were not made available. -to audit. 
At Mohannagar < 1988-89>, Kotban <15 t h 
July 1989 to 31~t March 1990) and 
Kagarol <Marc h, 1989 to June, 1989 ) 
check-pos t s it was observed that panji-
5 was not ma intained i n the prescr ibed 
prof orma and in some c ases, th e name of l 

the consignor ., consignee, fu ll addre-
sses of the transport companies, 
discription of goods etc. were not 
noted. Such i nformation is essentia 
for verifying t he correctness of tt ~ 

amounts realis e d as security and f r 
locating the importer o f the goods. 

<2 > Registers in Forms R-5 <A> and 
R-5 CB > are the b asic: records , to Aatch 
the pend ency and disposal respe' ;ively 

,of assessment, · p enal t y and other 
miscell aneous c ases a s p rov ide , in the 
Sales Tax Manual. 
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At Mohannagar Check-post, it was 
noticed <February 1990 and March 1990) 
that R-5 <A> and R-5 CB> Registers for 
the disposal of penalty cases under 
section 15-ACI> CO> of U.P.Sales Tax 
Act, 1948 were not maintained at all. 

The above cases were reported to 
the department/Government in June/ July 
199 0 ; the ir reply has not been r eceived 
C Apr i 1 1991 > • 

~.2.13 Irregulariti es in Cash-Book/ 
receipt · Books 

<A> Cash-Book 

Unde r Ru le 27~A of F. H.B. Vol. V, 
Part I, a cash-book should be kept in 
every off ice for record ing al 1 moneys 
rece ived b y Gov e rnment serv ants in 
their off ic i al capac ity and their 
subsequent remittance to the treasury 
o r to the bank. Further, the cash- book 
shou ld be c l osed and balanced each day , 
a nd balance at the end of the month 
s hould be verified with the balance of 
cash i n h and a nd a certi f icate to that 
effect be recorded i n the Cash-Book 
under the s ignat ure of t he head of the 
off i ce respon sib l e for h andl i ng the 
money. 

A 
thi r t een 
<Fe bruary 
follow~ng 

ScYt..rtin y of cas h -book s o f 
check-pos ts d ur ing audit 
1990-Ma y 1990) reveal ed t he 

irregulari t ies : 
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Ci ) Cash-books in the prescribed 
proforma had bot been maintained at 
Transport Nagar, Goverdhan and Mugurra 
Check~posts. The Cash-book maintained 
at Transport Nagar was only a cash 
register in which the total cash coll-
ection made by each officer was posted .1 . 

in lump s um at the close · of his shift 
and handed over to the ne x t shift. 

Cii ) At Mohan Nagar, Kotban, Transp­
ort Nagar, Raksha, Sarsawan and Mugurra 
chec k pos ts, the entries of the rec eip t 
side of the Cash- book were _not attested 
b y the compet~nt authority. Further, at 
the t i me of monthl y closing, neither 
had t he c losing balance been physically 
verified by t he c ompetent authority nor 
were the det a ils o f cash balan~es viz. , 
actual c ash, c heque and bank-d raf t e t c . 
r e c orded . 

Th e mat te r was r epo rted to 
dep a rtmen t/Government durin g th e Mar ch 
1990 to J uly 19 90; the i r rep l ies have 
not b een recei ved <Ap r il 1991) 

<B> Receipt-Book 

Under Rule 2 6 o f Financ ia l Hand 
Book, Vo l . V, P ar t - I e ve ry Government 
s e rvan t r ec e i v i ng money on b eha lf o f 
t he Government g i v es to th t! p a y er a 
rece i pt fo r Go vernment mon ey r e ceiv e d 
b y him. Th e a mount sho u l d be e nte red i n 
t he receip t b o th in wa r es and fi g ures 
a n d i t should bear the ful 1 signature 

) 
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and not merely initials of the Govern­
ment servant receiving the money. The 
Officer is also required to ensure at 
the time of issuing the receipt that 
the amount has been entered into th e 
Cash-book . 

During the scrutiny of the Cash­
book for the year 1988-89 at Kotban 
check-post i n audit <May 1990) it was 
noticed that ·no receipt had been issued 
in respect of security/penalty received 
from persons importing 'Rori' <Stone 
gi tti > from outside the State. Instead 
all such amounts received in a d a y were 
entered in Rori Regist er and the ·1ump 
sum amount was posted in the Cah-book 
for the year 1989-90 that no indi v idua l 
receipts had been issued to the d ealer/ 
transporters of Stone gi tti in r esp e ct 
of money received on account of 
security/penalty. Ins tead, a sing l e 
receipt had b een issued for t h e total 
amount Peceiv ed du r ing the day as per 
entry in the 'Rori Register· . 

Thus there was no bas i c record on 
the b asis of which the correctness of 
amounts r eceived could be verified. 

It was · also noticed in aud it 
<February 1990 to May 1990) that in t he 
~h eck~posts at Mohannagar, T ransport­
nagar , Bhopura, Sar sawan and Naubatpur, 
neither had t h e certi ficate in respect 
Df the numbe r o f forms contained in 
receipt books been r ecorded before 



<58) 

their use nor were any certi fi cate 
recorded at the 2nd of t h e Receipt 
Books that all receipts were entered in 
the Cash-book . 

The above findings 
to the department and to 
July 1990; their replies 
r ecei ved <April 1991). 

were reported 
Governemnt in 
have not been 

2.3 ARREARS IN SALES TAX COLLECTION 

G. t ~ i 2.3.1 Introduction 

The U.P. Sales Tax Act, 1948 
provides f o r le vy. of sales/purch~se tax 
on a deal er whose annual turnover of 
sales/purchases ei<c e eds the prescribed 
Limit . The registration of the dP.al er 
i s necessary, under th e Act, i n case 
the actual or estimated annua l turnover 
e:<ceeds t he prescribed limit. A reg is- ) 
tered dealer is r e q uired to submit 
periodical returns in the prescr ibed 
manner, to th e asse ssing authority 
along"ii th the t ax due on the admitted 
turnover . The tax due is paid by 
deposit in the tr e asury or by a cheque 
or a bank dra f t. An assessmen t order 
c an be passed b y an assessing authority 
for the as sessment year be t ore the 
expiry of four years f rom th e e nd of 
such y e a r . Af t e r t he a s s e s s men t, t he 
de aler is issu ed a n o t i ce . to deposit 
the ba lance amount assessed within a 
period of 30 d a ys of th~ rece i~t of th e 
n o t i c e . If a pers on or de al e r fail s to 
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deposit the tax or any amount payable 
b~ him under the provisions of the Act 
within the period specified in the 
notice issued by the assessing 
authority, recovery certificates are 
issued authorising the revenue autho- . 
rities or the collection wing of the 
department, to recover the amount as 
arrears of land revenue. 

2.3.2. Scope nf audi t 

With a view to analysing the 
2xtent of arrears o f sales tax and the 
reasons · for heavy arrears remaining 
unrecovered since l ong as also to 
ascertain ~hether the department has 
taken effective steps for recovery/ 
reduction o f the a r rears, a review was 
conducted dur i ng the period from 
January 1990 t o June 1990 wh i ch covered 
the offices of the assessing authori­
ties and Deputy Collectors <Callee- . 
tion), Sales Tax of six districts viz. 
Allahabad, Kanpur, Lucknow, Meerut, 
Ghaziabad an d Varanasi, out of 14 
districts cov e ring the period upto 
1980-89. 

2.3.3. Organisational set up 

The respons ibility of collection 
of dues of sales tax rests with an 
Additional Commi ssioner · and . Deputy 
Commissione r <Co l lection) at the Head­
quaters, wh il e in the field , to r ecover 
the o u ts t and ing d ues of sales t a x as 
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arrears of land revenue, there are 16 
Deputy Collectors <Collection), Sales 
Tax <against the sanctioned strength of 
18) covering 14 districts. In the 
remaining districts, the arrears o f 
sales ta:< is collected by. the revenue 
authorit i es <District Magistrate) on 
receipt of recovery certificates from 
the concerned ass~ssing authorities. 

2.3.4. Highlights 

<a) Sales Tax arrears which were 
near ly 68 per . cent of the total annual 
co llection of sales tax in 1984-85 
increased to over ioo per cent of the 
annual Sales Tax c ollect i on by the end 
of 1988-89. 

(b) Of the total ~ales tax arrears as 
at the end of 1988-89 more t han 20 per 
cent was on account of stay granted by 
the judicial authorities and above 33 
perce nt was o n account of recove r y 
stayed / postponed by Government/other 
admin i str ative officers anp demands not 
f inally determi ned. 

<c > The posi tion of arre ars o f sales 
tax ind icate d a c ontinuously increas i ng 
trend ove r t h e f i ve years u pto 1988-89. 
Recovery · o f a r rears w<:is only 3 . 31 p er 

. cent , 4.51 pe r c ent and 4.53 per cent 
of the total Sa les Ta x Coll ect ion i n 
1986-87, 1987- 8 8 a nd 1988-89 respec­
tively. 

.. 

} 
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(d) A dealer at Lucknow was able to 
so use the appellate procedure to his 
adv,antage as to evade tax of Rs.42. 75 
lakhs payable by hi~ during the period 
~rom 1977-78 to 1984-85. 

<e> Despite submission of forged 
chal lans and heavy arr~ars outstanding 
against him declaration forms in large 
number were continued to be issued · to 
a dealer resulting in loss of revenue 
of Rs. 18.91 lakhs. 

(f) Sales Tax dues of Rs. 35.05 lakhs 
were outstanding against a private 
limited company in Lucknow, which was 
liquidated on 10th January 1<779. While 
th~ case of liquidation was pending 
before the High court, arrears were 
declared to be irrecoverable. No claim 
before the official 1 iquidator was 
lodged till April 1990. 

(g > Against a dealer of Lucknow 
reports about irregular import of 
vegetable ghee on consignment basis 
were received. The cases were re­
assessed involving ~ales T~x of Rs. 
13.74 lakhs, but the delay in 
assessment/re-assessment gave enough 
time to the dealer to abscond. 
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(h) Due to lack of co-ordination 
between tne Sales Tax and the Excise 
Departments of U.P. 9 the State Govern­
ment suffered a loss of revenue of Rs. 
94~66 lakhs in 4 cases, in Varanasi and 
Kanpur districts only. 

<i) It was discovered that a dealer 
in Ghaziabad imported goods in hug e 
quantity, by declaring his purchases as 
ta:< paid. The deal er could not be 
located as the original file pertaining 
to the dealer was lost in the sector 
office soon after orders (for reassess­
ment of the . case), ta1ere issued by the 
Dy.· Commissioner <Administrat i on ) Sales 
Tax . The case was reassessed after 
levying a tax of Rs.22.05 lakhs, which 
could not be recovered. 

2.3.S. Analysis of arrears in Sales Tax 

1 A comparative analysis of the per­
centage of uncollected sales ta:< dues 
to ' the total collection · during the 
year, for the p eriod from 1984-85 to 
1988-89," indicated as increase from 
67.86 percent in 1984-85 to 100.47 
percent in 1988- 89 as illustrated in 

' 

, 

l 
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the table below. 

Year Total Aaoun t of Increase in Pei-centage 
Co llection arrears arrear<; of arrears 
duri ng t he as on over t !e to the total 
year (incl- 31s t previous col I act ion 
u_ding Sales 11arch year during th11 
Tax, fees, Pe-
nalty, Registra-
tion ate) 

( 1) 121 (3) (4)- (5l 

---------- ·-------------------------------------------------
!rupees in c ro res l 

1984 - 85 528.19 358.~4 67.86 

1985-86 628.21 501. 98 143 .54 79 . 90 

1986.87 716.43 638 . 06 136.08 89. 06 

1987-88 799 .42 783.69 145.63 98 . 03 

1988-89 947.00 951. 46 16"/, 77 100.47 

2 A further b re a k-up of the arrears 
indicating the various categories and 
stages of act ion f o r their recov e ry as 
categorised by the department for the 

,/ 
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three years upto 1988-89 is as follows. 

Stages of action 

A. Arrears as on 31st ~arch 

B (al Recovery Stayed/post­
poned by Courts 

c 

(bl Recovery Stayed / post­
poned by Governaent/ 
Other administrative 
officers and deaands not 
finally determined 

lcl Arrears due against 
Governaent depart­
ments 

ldl Irrecoverable arrears/ 
Aaounts likely to be 
written off 

Total B la+b+c+dl 

Recoverable arrears 
!A-Bl 

Aaount of arrears 

1986-87 1987-88 1988-89 
!In Crores of Rupees) 

638.06 783.69 951.46 

99.94 99. 06 207. 12 

240.54 289. 30 322. 65 

26.03 47.23 25.51 

32.34 39.34 43.29 

398.85 474.93 598.57 

239.21 308. 76 352.89 

( i) 

Category wise break-up 
of recoverable arrears 
Amounts recoverable in 
instalments 

i.e. ·c· 
0. 19 0.05 0.08 

) 
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!iii A•ounts recoverable fro• 1.38 
liquidated fir•s 

I iii I A•ounts due against 
transporters 

livl Recovery Certificates 
sent to other States 

61.11 

12. 12 

lvl Arrears against Corpora- 1. 26 
tion/se•i Govern•ent 
departments and Fires under 
Governaent's Control · 

<vi I Others 163.15 

Total I ii to vii 239.21 

2.22 2.34 

83.17 79.91 

19. 70 38.11 

1. 66 12.30 

201.96 220.15 

308. 76 352. 89 

It will be seen that more than 60 
per cent of the arrears were considered 
to be not recover ab 1 e by the depart­
ment. Of this~ recovery stayed by 
Courts has more than doubled durin9 
1988-89, from Rs. 99.06 crores during 
1987-88 to Rs. 207.12 crores in 1988-8~ 
which constituted more than 20 per cent 
of the total arrears for that year. 

Recoveries stayed/postponed or not 
. fin ally determined canst i tuted another 
big segment, comprising about 33 per 
cent of the total arrears. Amounts 
likely to be written off also increa­
sed from Rs . 32.34 crores in 1986-87 to 
Rs. 43.29 crores in 1988-89. 
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Out of · the arrears considered to 
be recoverable, a substantial amount 
<Rs. 79.91 crores-22.6 per cent> was 
due from transporters. Similarly, 
arrears in -respect of recovery certifi­
cates sent to other States <Rs. 38.11 
crores> was considerable; arrear~ in 
this category had doubled during 1988-
89. Further, arrears against corpora­
tions and semi Government departmeAts 
etc. also registered an increase. from 
Rs. 1.66 crores in 1987-88 to Rs. 12.30 
crores in 1988-89. · 

7 
3 A Comparative position of year-

31st March of 'the 
1988-89 is given 

wise arrears 
three years 
below: 

as on 
up to 

Year A•ount of arrears as on 31st ltarch 
1967 1966 1969 

I In crores of rupees I 

Upto 300.09 257.30 232.27 
1965-66 14.26) 19.731 

I Including (Including Including arrears 
arrear& of arrears of of Rs. 35.04 
Rs. 23.26 Rs 26.63 crores •ore than 
crores •ore crores 1ore 10 years old 
than 10 years than 10 years i. e upto 
old i. e upto old i.e upto 1976-79 
1976-77 1977-76 

1966-67 337.97 200.15 156.74 
140.781 

) 

.. 
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1987-88 

1988-89 

208.34 
136.141 

352. 11 

- - ---- - ------------ - -- -------- - - ---- - ---- -- - -:~-------~ 

Total 638. 06 783.69 951.46 

<F igur es with i n brackets indicate per­
c entage of recovery during the year> • 

The following table shows out­
standing d ues on account of sales tax 
and recov e ry t he r eagainst for the three 
years upto 1988-89! 

s I. 
Ho. 

Deta i ls 

A.1 . Arrears as on 1st 
April IOld deaandl 

2. Deaand created 
during the current 
year !Hew deaand l 

Total A Total demand as 
on 31st lfarch 
( Col . lt21 

B.1. _Deaand reduced by 
appei"late authority 
including amounts 
written qff 

1986-87 

501. 98 

363.64 

865.62 

203.86 

1967-66 1986-89 
!Rupees in croresl 

638.06 783.69 

385.17 409.56 

1023.23 1193. 25 

203.11 198.83 
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2. Total ~ollact ion aada 
during the year against 
the arrears shown at 'A' 

la lAgainst old deaand 

lblAgainst new demand 

Total B I Col.1+21 

16. 55 

7.15 

227.56 

C. Ar rears as on 31st 636.06 
Karch IA-Bl 

O. Total Col lect iori aade 716.43 
duri ng the year inclu-
ding Sales .Tax, penalty, 
fee etc 

E. Percentage Collection 
of ar rears 

lalAgainst old deaand 

(blAgainst new daaand 

3. 30 

1. 97 

F. Percentage of Collecti on 3.31 
of arrears agains t to tal 
co ll ect ion aade 1uring 
the year 

27.74 27.57 

6.69 15.39 

239 .54 2U.79 

763.69 951. 46 

607.66 948.56 

4.35 3. 52 

2.26 3.76 

4.51 4.53 

The above table would reveal that 
out of t h e tota l collec t ion under sales 
tax i n t h e years 1986-87,1987-88 and 
1988- 8 9 , on ly 3.31 per cent , 4 . Sl per 
c ent and 4. 5 3 pe r cent respec tively 

) 
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were dues collected as a result of 
demand notices issued by the assessing 
officers and that an overhelming 
ba~ance of above 95 per cent of the 
collection was deposited by the dealers 

• as tax_ admi. tted ly payable, along"1i th 
the periodical returns. 

Besides the fact that such slow 
r at e of recovery has obviously con tf" i ­
buted to the accumulation of arr ears, 
the ~mount of uncollected f"evenue wh i ch 
have become irrecove rabl e and is accor­
ding to the dep artmen t <Annual Report 
for 1988- 89) likely to be written off, 
is increasing al armingly as compared t o 
th e ac1;ual ainoun t reccve r ed , as sho1.1m 
in the table given be l o w; 

Year A1ount of Arrears recovered I rrecoverab I!! 
arrtars during the year arrearG 
as on 31st likely to be 
"arch written off 

A.AOun t Percentage A11ount Percenta1e 
of 3 to 2 of 5 to 2 

-----------------------------------------------------------
111 !21 ( 3) (4 ) (5) 16l 

-----~---- ------ -------------- - - ---- - - - --- ---- -- --------- --

1984-65 358.44 23.41 6.53 26 .56 7.40 
1965-66 501. 98 28. 75 5. 72 28.91 5.75 
1986-87 636.06 23. 70 3. 71 32.34 5. 06 
19()7-88 783. 69 36.43 4.64 39.34 5.01 
988-89 951.46 42.96 4.51 43.29 4.54 

-----------------------------------------------------------
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2.3.6.Positian of recovery certi fi-
cates issued 

1 Recovery Cer-ti ficates in the pres-
cribed form <ST 114> giving detai l s of •' 
the dealer including his n ame, address, 
as wel 1 as name of the par.tners tlnd 
their complete addresses , amount of 
due·s., the rate of interest and the .> 

period for which the same is to be 
recovered are issued by the assessing 
author~ty to the revenue authori ties or 
to the Collection wing o f th~ 
Department to make the recovery as 
arrears of land revenue, in case a 
dealer fails to deposit the tax/ 
additional tax wi thin 30 days of "issue 
of notice . 

2 A t est c heck of 2390 cases 
mentioned in demand r egisters upto 
1989-90 · maintained by the Deputy 
Collectors <Collec t ion>, Sales Tax in 
the 6 distr ic ts revealed that in 1998 
cases recovery cer tificaties , involving 
an amount of Rs 803.94 lakhs, i ssued to t 
the Deputy Collectors <Collection>, 
Sales Tax fo r Collect ion were r eturned 
to conce r ned assessing offic~rs for 
want of sufficient particulars vi z._ 
name , correct address, fath e.r's name or 
naffi~ of the suret ies etc. of the 
assessees . As such the ve~y purpose o f 
issuing the recovery cert i ·f icates was 
defeated. 
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Further 'in 42 cases involving 
Rs.60.64 lakhs the details of movable 
or immovable properties relating to the 
asse-ssees were not given by the assess­
ing officers concerned, again severely 
constraining the collection department 
from taking •my action for collection 
by way of K~rki or auction • 

6.3 In 350 · cases, - recovery certifi­
cates for a total amount for Rs 717.75 
lakhs received upto 1988-89 by the 
Deputy collectors <Collection>, Sales 
Tax, recovery proceedings had not been 
initiated so far <June 1990>. The 
reasons for delay in initiating action 
oA these certificates were not intima­
ted to audit. 

6~4 Recovery certificates received 
frol1l other districts are . maintained in 
a separate demand register. During test 
check it was seen that between 1986-87 
and 1988-89, in Allahabad district 250 
recovery certificates in vol Ying Rs. 
50.77 lakhs were received from other 
districts for recovery of sales tax as 
arrears of land revenue <in the cases 
of such assessees whose permanent 
addresse$ are in Allahabad) but were· 
not included in the figures of arrears 
as intimated to the higher author"ities 
<by way of monthly and an.nual stateme ­
nts> . Steps were also not · taken to 
recover this amount during th~se years. 
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2.3.7.Stay orders granted by various 
Courts 

(i) Under the provisions of the U~P 
Sales Tax Act, 1948, an assessee aggri­
eved by an assess~ent order or a demand 
may file an appeal to the Assistant 
Commissioner <Judicial) or Deputy 
Com1ttissioner <Appeal s> of the Dep~rt­

ment of Sales Tax, U.P . A second appeal 
rests with Sales Tax Tribunal . The High 
Court can be approached for revision of 
the Triounal ' s decision, on the ground 
that the case invol v es question of 
law. Of the total arrears· amounting to 
Rs. 95 1 .46 crores as on 31st March 
1989, arrears amounting to Rs.207.12 
crores had been stayed by the various 
Judicia l authori ties. 

db A scrutiny of records in the 
office of Assistant Commissioner <High 
Court Cases> Sales Tax, Allahabad reve­
a l ed that 2381 writ pet i tions ;md 2801 
r evision p~titions involving levy of 
sales tax were pend ing in th~ High 
Court, Allahabad as on 31st December 
1989. Corresponding figures of such 
cases in respect of Lucknow Bench of 
the High Court were not available . 

The Supreme court in the case o f 
Assistant Collector, Central Excise , 
Chandan Nagar, West Bangal Vs Dunlop 
I ndi ::. limited itnd Others <AIR 1985-SC-
330> and Empire Industries Li mited and 
Others Vs Un ion of India and Other 

' 

,, 
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<AIR -SC-662-1986 Tax LR 1933> has 
observed that no Government business or 
for that matter no business of any kind 
can be run on mere Bank guarantee .and 
the Courts should refrain from passing 

• any interim orders staying the realisa­
tion of indirect taxes even with Bank 
tJuarantees. In 15 sample cases involv­
ing Rs.98.37 crores, 

the assessees obtained 
stay from Hi~h Court/Supreme Court with 
or without Ban k guarantee against the 
sales tax demand raised again s t them by 
the department; which are ye t to be got 
vacated. 

2.3.B. Depart mental failures l e ading 
to accwnula.t ion of arrl!'ars and 
loss of revenue 

With a v iew to ascertaining the 
· reasons for such heavy accumul~tion o f 
arre ars, a number o f individual cases 
were scrutinised in the ~ -::1urse of the 
r ev iew, some of which are narrated i n 
the succeedi ng paragraphs. These would 
reveal that the r e was failure on part 
of the departme nt t o take app r opriate 
a nd adequate measures f or time ly colle­
ct"ion of revenue; the dealers resorted 
to various metho d s to evade payment of 
the t.a.x due; issuance of large number 
of· deciaration forms to dealer b y t he 
~p~rtmeri t without even moni taring its 
pro p er use o r to d ealers who were 
defaulting on payment o f t ax and; del~y 
and carelessness in following the laid 
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down prQcedur2s for re~overy of tax 
like is~ue ~f recovery certificates, 
etc. In several cases, it was furtber 
seen in audit that adequate precautions 
before granting registration to ~he 
dealers were not taken by t~e depart­
ment resulting in the dealers not being 
traceable at the time of assessment and 
payment of dues. Moreover, a larg~ 

number of declaration forms were issu~d 
to such dealers, ind i cat ing that the 
quantum of business done by them was 
h°igh. 

2.3.S<i><a>A private limited 
company of Lucknow 1.11as register.ed as a 
dealer in Motor Vehicles, Tractor and 
parts thereof. Far all the assessment 
ye.a rs from 1979-80 to 1984-85 , the 
company was assessed on ex-parte basis. 
The a s sessment orders fo r 1979-80, 
1980-81 and 1981-82 were remanded on 
company's appeals against the orders. 
The re-assessments were again done ex­
parte, because of the failure of the 
company to turn up. The tota l outstand­
ing dues against the company on account 
of sales tax and penalty i n c rease d from 
Rs. 3 . 85 lakhs in 1979-80 to Rs . 42.75 
lakhs in 1984-85. 

During the assessment years 1~79-

80 and 1980-81, 10 cheques for Rs. 3.78 
lakhs submitted by the company tow4lr.ds 
tax on admitted turnovers, were dishon­
oured by the bank. The company was also 

•• 

.. 

) 
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per:tal ised for the failure to deposit 
the tax due under the Act along with 
his retur-ns and penal ty of Rs. 2.63 
lakhs a nd Rs. 0.22 l akh was levied 

• during the y ears 1980-81 af"!d 19~2-93 
respect i vely ._ 

On · the basis of request made by 
• the company , the department allowed the 

facility of payment o f a r rears for 
assessment y e a r 1979-80 i n 6 instal­
naents, b\,Jt· not a single instalmen t 111as 
p aid ·. 

Despite , the a bove developments, 
the departm~nt i s sued 445 forms 'C' and 
337 forms XXXl during the period from 
1979-80 to 1983-84 to enctble .the dealer 
to import gpods from o u ts i de the State · 
at . concessional r ates or othe rwi se. 
Neither _was any monitoring done at th e 
time of submission of the month ly 
returns and declaration f orm account 
nor was action taken by the department 
under the p rov isions of Ac)t r egarding 
c anc ellation .o f registration. 

By_ absen t ing itself at the t ime of 
assessments and re-assessments_, but 
going in for appeals in each assessment 
year the company evaded payment of tax 
due~ . The department , howeve·r , failed 
to take any corrective meas ures in time 
or effective steps t o recover the dues. 
Though recov ery certificates were 
i ssued, the arrears o f Rs. 42 . 75 lakhs 
c o uld not be recovered till Marc h 1990. 
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<b > For import o ·( .. goods fr09l outside 
the State and for availing concessional 
·rate of tax 0n purchase of goods from 
outside the State, a dealer has to 
furnish declarations in Form XXX.I . and 
Form ·c· respectively. Similarly, for 
obtaining concession in tax on purchase 
of raw materi~l, a manufacturer has to 
furnish declaration in f;orm III-8 to 
the selling dealer. Rules . provid.e that 
no f r esh forms· should be i ssued without 
verifying util l.sation of f o t:"ms pre•1 i o­
u s ly i ssued to the deal ~r . 

A dea l e r of Lucknow ~as r e9 i s t• r e d 
in 19 7 7-7 8 for manuflilcture an d ~ale of 
med icine . 

For th~ assessment y e ar 1977-78, 
t h e d e ale r was ass~ssed and declared 
ta:< fre e o n 30th Nov embe r 19 7 9 . 
Ho wever , on re~eiving certain i n forma­
tion , h e wa s re ass essed t o tax a mo unt­
ing t o Rs. 0 .72 l akh f or th~ same 
assessme n t y e ar on 24th J a nuary 1983. 
Fo r the as~essmen t years 1977- 7 8 to 

•· 

• 

1984-85 he was assessed t o a t ota l t ax , 
l iab i li ty , inc l ud i n g penalty, of Rs . 
18 . 91 lakhs. 

On 12th Sep tember 1980 t h e d ea l e r 
submi tted t wo t reas ury chall an'? . of ·· Rs 
71,366.78 wh i c h , o n t he basis o f i nfor­
mation rece i v e d f r om the :rreasury 
Officer , in Dece mbe r 1980 were ~ found to 
be forged. The assessing officer lodged 
an FIR on 4th February 1981. ·Alongwi th 
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monthly r2turns of assegsment years 
1981-82 and 1982-83, the dealer 
subrni tted · chequ<!s for tax on his 
admitted turnovers. Most of the cheque~ 
were dishonoured by the bank . The 
department however, continued to is!»tl-e 
declaration forms numbering 637 between 
the period from 1978-79 to 1984-85 
without verifying utilisation of forMs 
previously issued to the dealer. 

No verifications of the returns 
and cheques submitted by the dealer Nas 
done nor was action taken under the 
prescribed prov is ions for cancel l ·ation 
of registration and penal action etc by 
the deP,artment. The inadequate action 
on the part of the department al lowed 
the arrears to increase every year 
against the dealer. Recovery certi fi­
cates were issued but arrears of Rs 
18.91 lakhs could not be recovered 
<April 1991>. 

<c> A dealer of Kanpur was register~d 
on 4th July 1979 for the purchase and 
sale of iron and steel. The position of 
issue of forms, assessments dat•, tax 
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recovered e tc is g iven in th e f ollowing 
taD'le : 

Year Deelarat- Assess1ent 
ion forllS for year, 
i&sutd coapltted 

on 

2 3 

! ax I ia­
bil ity 

Tax d1po-D1te A9ount 
s ited by on reccta 
t he 11hich red 
dealer a.c issued 

5 6 7 

1979-80 N.A 22.10.1961 Rs.2, 247.00 Rs. 49.90 
<Ex-Partel !Reduced to 

Rs . 49. 90 by 
A.C IJI 

Reopened on R&.12000. 00 
29.9. 1964 

1960-81 30 31.5. 1982 
<fora I llAl 

R&.11,467 .00 
Reduced t o Ni I 
by A.CIJI 

Reas1111ed Rs. 6.00 lakhs 
on 25.9.85 

1961-82 35 14. 10.83 Rt. 0. 00 lakh 
(fora Ill I I 

15 
lf orPJ'C' I 

Iii 26.10.65 NiL 

llf I 3. 1. 67 Nii 

Nil 2. 3.64 Ni l 

1982-63 145 30. 5. 64 Rs.2. 90 L~khs Rs.1933.45 3. 1. 87 Mi l 
<Form Ill I I 

an 
· <f or• ··c· 1. 

•· 

J 



1983-64 30 30.10.87 
I Fora Ill U 

25 
I Fora 'C' l 

1963-8• Penalty 30.03.88 
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R1 ·2.40 Lakht Rs 1506.00 16.0..68 Iii 

Rs 1.76 Lakhs Mil · 01.07.88 Nil 

Further, the cheques submitted by 
that dealer during tlie years 1981-82 
<1 cheque) and 1982-83 <9 cheques> 
were also dishonoured by t!ie banks._c Jo­
July 1981, notices sent for the finali­
sation of assessment for the year 1979-
80 to the dealer w@re retu~ned 

undeliv·ered with the remarks that no 
such firm existed at the given address . 

The dealer also imported large 
quantity of iron and steel in 1981-82, 
which was not disclosed in his 
accounts. For example, against 3 Form~ 

XXXI <original copy received froQ check 
post> available on record the dealer 

_imported· iron and steel worth Rs. 1..69 
lakhs against Rs.0.07 lakh d i sclosed by 
him. 

The above facts would reveal that 
the dealer was able to evade tax 
because of the department ' s failure to 

· monitor issue of forms or the periodi­
cal returns on turnovers filed by thll! 
dealer, resulting in total tax arrears 
of Rs 13.94 lakhs. 
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(d) A private limited company of 
Lucknow manufacturing Vanaspati was 
reg i stered on 7th July 1971. Of the 9 
Directors, two were nominees of the U.P 
State Industr i al Development Corpora­
tion and one was of the U. P. Finance 
Cor porat i on. At. the time of registra­
t i on, the assessing authori ty asked for 
a security of Rs . 0.20 lakh which was 
not furnished. The Managing Director of 
the company, howeve r, undertook, on 
26th July 1971, personal responsibility 
for the payment of tax and the 
department did not take f urther action 
in th ~ s regard. 

T~e total tax liability of the 
company amounted to Rs. 49.35 lakhs for 
the , years 1973-74 to 1975-76. This 
included penalty of Rs. 5.68 lakhs 
during the years 1974-75 and 1975-76. 
Against the above , a sum of Rs. 14 .30 
l akht> was deposited from time to time 
leaving a balance of Rs. 35.05 lakhs ' 
till the end of 1975-76. During the 
three years, despite the arrears, 305 
declaration forms were issued to the 
company. > 

While Recovery Ce rtificates, for 
recovering the above mentioned amount, 
were issued in December 1976 and March 
1977, the company had filed on 19th May 
1976 a pet i tion in the Lucknow Bench of 
the Al 1 ah ab ad High Court for 1 iquida­
t ion which was allowed on 10th January 
1979 . In May 1977 , a Joint Enquiry 
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Commttt~e consisting of a Sales Tax 
Officer and Deputy Collector 
<Ccillection> declared the arrears to be 
irrecoverable. This N&s done when the 
case of l iquirclation was pending before 
the cou·rt ahd · assets worth Rs 60.00 
lakhs <approximately> wer~ still .with 
the Company. · 

lt was seen ·that survey or· 
monito~ing of periodical returns of 
tur~over and declaration forms i$sued, 
was never done with thEf result ti-fflt the 
~epartment was od.t e·ve~ aware of the 
closure of the Company. Under the.,. 
order.s · of Stat«! Govern.ment <14th ' 
Ja~uary . 1993) a proi;;ecution · case was 
filed by tt\.~ . d .epartment against the 
Director of the ~qmpany <26th Hay 1993> 
in the · court. of· Chief Judicial 
Magistrate, Lucknow, decision was 
awaited (April 1991>. 

Ce> In Sa,les Tax Circle, Lucknow, 
out5tand.in9 sales tax dues against a 
partnership firm dealing in glass.,are, 
chemical anfi sci.enti fie apparatus, rose· 
f1·om Rs. Or32 ... lakh in 1975-76 to Rs. 
6.54 ' lakhs in 1996...:01. From ·1976-77 to 
1980_;91, agai'nst a total liability of · 
Rs. 7.29 fa1<t1,,.., the firm had deposited 
only Rs. ·1.07 l .akhs. Despite these 
arrears, ~he ·depar.tment issued .as many 
as 600 .. Cteclarat:ipf1 forms during the 
period from 1976~77 to 1979~00. 

10-A.G.-6 
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As per request .of the firm, the 
State Government fixed <26th August 
1978> monthly instalments of Rs 3000 
for the payment o.f the arrears for the 
period from 1973 to 1977 ~gainst surety 
and subject to certain other 
conditions! The ~irm paid only one 
instalment, that too in March 1979. It 
did not furnish any surety~ 

In August 1980, when demand .notice 
for additional demand created in 
assessment years .1976-77 was sent to 
the firm, it was reported by the 
procl!ss server that the firm had been 
closed for the last two or three years. 
The d~p~rtment asked "for an additional 
surety of Rs 2.00 lakhs, wh.ich was not 
deposited. Finally~ the regist~ation 
was cancelled in September 1980; and 
the revenue remains unrealised <April 
1991>, despite issue of Recovery 
Certificates. 

(f) In Sales Tax Circle Lucknow, a 
dealer, registered in 1980 for the 
manufacture of packing material~, was 
irregular· in submitting his returns or 
payment of tax due. During the month of 
September 1983 and October 1983 tax 
due, amoun.t i ng · to Rs 22, 29.2 and Rs 
15, 960 "'ere not deposited by the 
dealer. For the month of January 1984, 
·t .he monthly r.eturn was not s.ubmi tted at 
all • . Two cheques . amounting to Rs 24,730 
and Rs 23,283 submitted by the dealer 
alongwith his returns for the months of 

, 
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August 1983 and Febru ary 1984 were 
dishonoured. During the year 1984-85, 
the dealer did not admit any tax 
l i ab i 1 i ty on turnovers, except for May 
1984 and March 1·985, but cheques 
s ubmitted for Rs 16,574 and Rs 9,713 on 
admitted turnover for these two months 
were also dishonoured. In spite of 
these defaults, the depz.rtment· issued 
during the period from 1983-84 to 1984-
85 ·declaration forms as and when 
reques t ed f or, without ascertainin~ the 
utilisation of those forms already 
i s sued. 

Noti c es for the finalisa~ion of 
cases pertaining to the asses$ment 
years 19S3-84 and 1984-85 were received 
bac k undelivered as the firm was 
reported, by the process server, to be 
closed. The assessing authority final­
ised the assessment cases on e xparte 
basis, fi x ing the tax liability at 
Rs.2.50 lakhs · and Rs 1.52 lakhs respec-

~ tively for the years 1983-84 and 1984-
8~. Apart fro m this a penalty for 
Rs.0.24 lakh a nd Rs 0.50 lakh were also 
imposed on the dealer. As a result of 
the department ' s failure to take prompt 
action an amou n t of Rs.4. 76 lakh s 
remains · outstand i ng as arrears against 
th~ dealer (April 1991>. 

<g> In Sales Tax Circle, Ghaziabad, 
it was discovered f rom the declaration 
forms rece i ved from the check · posts 
that a de_aler, regi s tered for trading 
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in ch emi c al and Ki rana had imported 
fro m other States, chemical, Kirana, 
tea and waste p aper worth Rs 23.08 
l akhs , d u ring ttie f irst three quarters 
o f 1984-85 , whereas·, in his quarterly 
returns fo r the same period, he had 
adm ~ t t ed a t urnover of Rs 1.88 lakhs / 
o nl y . One of the three notic es issued 
be t~s e en 7 t h . ..; ,,,F ebruary to 11th February 
1985 , c ould be served to the dealer who 
through an u ndated lette r informed the 
ass e ssi ng a uthority · that he had shifted 
his b u siness to a nother l ocation. On 
the bas i s o f the declaration forms 
r ece i v ed from check-posts provisional 
asse s sme n t f or the three quarters was 
compl e t ed in February 1985 with a tax 
li abi lity of Rs. 5.16 lakhs and demand 
notice was s en t to the new address. The 
p roc e ss server reported th at n o such 
f irm existed at t he n e w address. 
Though , in te rms o f th e prov i s i ons of 
U. P.Sales T a x Manu a l , permis~ion of the 
Comm i ssion er cf Sal e s Tax Uttar Pradesh ~ 

was r equired fo r shif t i ng b us i nes s from 
the j urisdi c tion of one assessing 
authority to a n other, ne ith er s uch 
per miss i on wa.s sought by t h e dealer, ! 
nor was it insisted upon by the 
dep ar t me nt . No s urv ey of t he n ew 
premises was ev e r car ried o ut . 

No f u rther ac ti o n w~~ take n to 
r ecover t h e amount excep t that the 
assessing author ity reported th e matter 
to the Mob il e Squad of t he Sales Tax 
Department on 24th August 1985 . 
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The fiMalisation of assessment for 
·the year 1_984-~S· , was taken up as late 
as in 1988. Four notices were issued 
for this purpose in June and July 1988 
to the new address and each time, it 
was rep_orted tbat no suc_h . firm existed 
at that addre.ss. Finally, on 28th 
September, 1988, assessment was 
completed ·on ex~parte basis and the 
total tax liabirity was fixed at Rs 
9.80 lakhs on a tu~nover dete rm ined ~t 
Rs. 129c00 lakhs. 

Recovery ce·r .ti ficat e were 
on pth F ebruary 1989 but the 
rem~ins ~~tstan~in9 till date 
19ci1). 

issued 
a mount 
<Apri 1 

2.::S.'8<iil Every d~aler., who sells· any 
goods, the turnover of which is liabl e 
to ~ales tax under the U . P.Sales Tax, 
Act, 1948, i 's _required to obtain t he 
reg.istration certif·icate under the Act • 
Certain conai t ions and procedures laid 
down in the Rules ~ramed thereunder and 
departmeota.l manuals provide that the 
assessing author ity will verify t he 
ident i ty of the dealer, his source of 
l ivel ·ihood before commencement of the 
stated business, financial position of 
the deal er, viz. cap i ia1 invested in 
the business. and its source , location 
of the fix.ed and float -ing assets "'i th 
their v~lue, whether the dealer has a 
bank accoun~ and recoverability of 
balance amount of the tax in the event 
of the. c~osure -of the firm and· complete 
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and correct local and permanwot 
addresses of the dealer or his partner 
and after satisfying himself _ by spot 
enquiries, the assessing Officer will 
grant registration certificate within 
30 days from the date of application. 

As per the U •. P .Sales Tax Rules, 
1.948, fresh declaration for~ Nt:'ich 
enable the registered dealer to make 
purchases without payment of sales tax 
or at a concessional rate, shall not be 
issued to the dealer unless he had 
rendered an account of al 1 forms 
previously i~sued to him. 

In the cases not iced during test 
check arid described below, prescribed 
checks and investigations ~ere not 
carried out by the department i4"l this 
regard and consequently, dealers could 
get themselv~s regi·stered, obtain 
declaration forms, carry on substantial 
bus~ness and close . their bus~ness 

within a short span of time before the 
department cou~d finalise the assess­
ment and issue de~~nd notices. 

Ca> In Sales Tax Circle, Ghaziabad, a 
dealer dealing in Ferrous and Non­
Ferrous metals stated his business 
place and re'sidence as at Farukhnagar, 
Ghaziabad and Chauri Bazar, Delhi 
respectively. On a security of Rs. 
5000, he was gran~ed registration from 
9th june 1980 without conducting any 

' 

, 
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inquiry or verification as laid down 
under the · rules. 

On 1st August 1981, a survey 
conduc.ted by the Special Investigation 
Branch of the Department revealed that 
no such dealer ever existed at the 
stated place of business. 

Meanwhile, during the year 1980-
81, 240 declaration forms were issued 
to ·the dealer, out of whicl'l 175 lllere 
issued within a ·span of 69 days from 
3rd ·January 1~81 to .12th March 1981. No 
check was ex~rcised lllhile i ·~suing the 
forms. 

When the assessing authority sent 
notice (from 26th February 1985 to 20 
th March 1.985>., three an~ a half years 
after the survey of Special Investiga­
tion Branch, "for the finalisation of 
assessment pertaining to the year 1980-
81, these were returned unserved as the 
dealer Illas not traceable. The asse$s­
ment for the years 1980-81. and 1981-82 
were done on -ex·-parte basis, on 27th 
March 1985 and tax liability of Rs • 
40.94 lakhs Illas ~ixed. Recovery 
certificates were issued but the tax 
remains unrealised . CAp~il 1~91). 

<b> In Sales Tax Circle, Kanpur, a 
de.aler, as a general or~er supplier of 
iron and steel was granted registration 
on 18th October 1980, on a surety of Rs 
10,000 from two . other dealers but 
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without details. of movable and 
immovable properties. The capital 
invested by the dealer was stated to be 
Rs 5000 only. 

Upt~ September 1983, the dealer 
submitted monthly returns and paid Rs 
10, 174 towards tax for the years from 
1980-81 to 1983-84. Huge differences 
were noticed for 1981-82 and 1982-83 in 
the i mports declared by the dealer ·and 
those recorded in the forms received 
from the check-posts for these years. 
On 7th November 1983, a notice was 
issued to t :-ie dealer to appear befor:-e 
the assessin g officer to explain these 
differences' even though' o n 30th 
October, 1983., the de·a.leP had already 
intimated t he closure of ttte business. 
The notice was pasted on the wal 1 of 
the business premises as the dealer was 
not traceable. Finally, the assessment 
.for the year 198 1-82 to 1983-84 were 
fina lised on ex-parte basis with tax 
liability amounting to Rs 16.21 lakhs. 
However, no demand notice could be 
served on the deal er as he was not 
traceab le. Issue of recovery cert i f i­
cate has also failed to recover the 
revenue till date <April 1991>. 

<c> In Sal~s Tax Circle, Lucknow, a 
deal er was granted registration Cert i­
ficate effective from 11th October 
1982, fo r · purchase and sale of Sugar, 
Maida and Atta without making spot 
inquiry of the business premises, 

, 

• 

' 
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mo.vable and l.mmavable property and 
with6ut verifying the )ocal and 
permanent addresses, financial posi­
tion, bank ~ccount and the possibility 
of recovery of t~x in the event of 
closure of the · firm. 

· The. dealer was not available 
during the survey, subsequently 
conducted on t9th Qctober 1982 and 
during anoth~r survey on 30th July 
1985. 

For .t he ye a rs 1982-83 . and 1983-84 
assessmen ts were f ina lis ed on ex- parte 
basis, on 25th March, · 1987 . a nd 28th 
December, 1987, jus t befo r e th e 
assessments wou ld hav e be come t ime ­
barred , fi xing tax- l i ab il it i e s of Rs . 
0.12 lakh a n d Rs. 3 . 12 lakhs f o r t h e 
respec ti v e ye~.rs. In t h e mean t i me, t he 
Deputy· Comm i ssioner , S ales Tax, Kh a n d wa 
Region, Madh~a Pradesh ~ nformed th a t 
the d e aler had impC?rted Vanaspati g hee 
valuing Rs. 40. 79 l C\khs · o n 12th 
December, 1982 on coris i Qnmen t b as i s 

·against declaration fo.r m 'F' Simila­
r ly, the E x e ise a n d Tax at ion Office r , 
Special Ce l l <.Inspec tion> , Punjab 
<P a t i a l a > inf ormed <12th No vembe r 1987) 
that t h e de a ler had imported Van ~spati 
g h ee valu ing Rs.18.6~ lakhs and Rs. 
8. 87 l a khs from a firm at Amr i tsar on 
c onsi gnment basis •during t he years 
1983- 8 4 and 1984-85. 
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Oo toe basis of the above 
· info.rmation, the assessment cases for 
the years 1982-83 and 1983-84 were re­
opened. No~ices sent were received back 
undelivered as the dealer was not 
traceable. The assessment cases for the 
years . 1982-83, 1983-84 and 1984-85 were 
finalised on 29th March 1988, 30th 
September, 1988 and 4th March 1989 
respectively, on ex-parte basis, 
creating total tax liability of Rs. 
13.74 lakhs. 

Recovery Certificates were issued 
<Bth June, 1985, 8th February, 1989 and 
29th July 1989) for the re~overy of 
.sales tax of Rs. 13.74 lakhs as arrears 
of land l'."even.ue but the same have 
remained un~ealised so · far <April 
1991). 

I 

<di In Sales Tax Circl .e, Ghaziabad, ·a 
deal~r, as a distributor and commission 
agent of soap and all kinds of · oil, was ~ 

granted registration on 23rd June, 1981 
only on the basis . of surety for Rs. 
0.20 l .akfl. The surety was accepted by 
the department without any verification , 
and was found to be fake in March 1985. 

Although, notice sent to the 
dealer, · on 13th January, 1983 for 
final~sation of ass essment case for the 
year 1981-82, could not be served at 
his local and permanent addres~·es, the 
dealer being unt r aceable, the depart­
ment still granted renewal of his 



' 

(91) 

registration o n 16th May, 
same day the app licat ion 
was filed. 

1984, 
for 

on the 
renewal 

Dur ing the year 1 984~85, the 
·department issued 26 dec l aration forms 
to an advocate, a c ting ~n behalf of the 
dealer. As the dealer f a i led to turn up 
at the t i me of hear i ng, t he assessment 
cases far the years 1981-82 and 1984-85 
were fina l ised on 6 t h Jun e 1985, on ex­
parte basis, by d e t ermining the total 
turnover at Rs. 86.00 lakhs and fixing 
tax liability of Rs •. 13 .16 lakhs. 

Recovery Cert i ficates were issued 
(June · 1987) to recove r t h e tax of Rs. 
13.16 lakhs as a r r e a r s of land revenue. 
The recovery Cert i ficates were received 
bac k from the Depu ty Collector 
<Collection>, Sales Tax , Ghaz iabad with 
the remark that th e f irm was closed and 
that the names of surety were a lso not 
rec orded on th e m. The d epart ment. made 
inquiry for t he wh e reabouts of the 
d e aler from the landl o rd of the bus i­
ness premises , who s t ate d th a t he had 
never rented h is p r emi s e s to such f i r m. 
The department, i n Augus t 1987 c'onclu ­
d e d that the f i rm was bogus. The tax 
due of Rs. 13 . 16 1 a khs remains un r ea­
lised <April 1991 ) . 

<e > I n Sales Tax_ .. C i r cle , Varanas i , a 
c ommiss ion agent fo r Coal was grante d 
registra tion f r om 10th Decemb er 1981 o n 
th e b asi s o f t he Coa l licence issued o n 
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31st August 1~g1, by the District 
Supply Officer, Jaunpur, to the dealer 
wh·ich was applicable to the district 
Jaunpur only. The registration , how­
ever, was granted by the Sales Tax 
Off icer , Varanasi for the ma in office 
at Varanasi. 

The registration was granted to 
toe dealer without the requ isite infor­
mation about his financial position , 
movabl e an.d immovable property etc and 
without prior spot inquiry and s urvey 
of the business premises. 

Altogethe r 3,093 declaration forms 
were issued to th e dea l er during the 
perio d from 1981-82 to 1983-84; but not 
a singla form was r ecei ved back f rom 
the check posts, n o r was any ·account of 
the forms received from the dealer. 

Th e process server reported 
untrac~at;> i 1 i ty of the firm on tl.&10 

occasi<;ms in July 1984 and March 1987 
while serving· demand notice for the 
assessment year 1981- 82 and notice for 
finalisation of case for assessm~nt 

year 1982-83 . Wh en the case for the 
year 1982-83 was f inalised on 12th 
March 1987, o n ex-parte basis, and an 
additional demand of Sales Tax for Rs. 
1.49 lak:hs was created, the dealer 
requested the ~ssessing officer to re­
open t he case . The request of the 
dealer was acceeded to . by the assessing 
officer in Decembe r 1987 a1,d the date 

, 

_ .. 
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of ne x t ~ hearing was f i »ed on 16th 
January 1988. The dealer did not appear 
on that date, and as such, the re­
opened case was f i n a l i sed ,with ~he same 
lia.bility of tax, as passed in the 
original assessment · order. Similarly, 
to f i nalise the assessment for the year 
1983-84, notice "'as served at his 
per~anent address on 1st August, 1987. 
The dealer sought and got adjournment 
on seven occasions.from August 1987 to 
January 1988 through his advocate , 
without appearing himself on any of the 
dates . The assessment was finalised by 
the assessing· author i ty in February 
1988 on e~-par.t~ basis, and an 
addit i onal demand for Rs. 2.89 lakhs 
was crect.ted. The tota l demand against 
the dea~er, b e t ween the period from 
1981-82 to 1983- 84, increased to 
Rs.4.58 lakhs , which rema i ns unrealised 
<Apr i 1 1 9 91 > • 

(f) In Sales Tax Circle, .Kanpur, a 
dea l er was regi stered i n 1981-82 as a 
general orde r ' suppl i er of i r o n and 
stee l , without pr ior local inqui r y. 

During the year 1981-82 and 1982 -
83 , 2 10 d ec lara t i on forms we re i ssued 
t o a n advocate, . authorised by t he 
d ea l e r. , even thoug h t he de a l e r never 
s u bmitted a comple t e account o f the 
f o r ms' u ti l i s e d by him d u ri ng t hese 
years . Exc ept for the mon t hs o f June 
and Jul .y 1981 <in· .1981-82) and f rom 
J u n e 19.82 to Ma rch l983 <in 1982-83>, 
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the dealer never submitted · any returns 
of turnover, but the department conti­
nued to issue de~laration forms to him. 

Despite the facts that the 
original copies of the declaration 
forms during 1982-83 received from 
check post revealed nuge differences 
and the prdcess server reported in May 
1983 that .there was no s:.tch firm by 
that name at the given address, the 
assessment for the year 1981-82 and 
1982- 83 were completed as late as on 
28th March 1985 and 30th June 1986, on 
ex parte basis, ci:-eating a total tax 
demand for Rs. 12.20 lakhs. During the 
year 1982-83 . the dealer had deposited 
only Rs. 0.20 lakh as tax along with 
monthly ·returns, on his admitted turn­
over, leaving an arrears of · Rs. 12.00 
lakhs for th~ years. 1981-~2 and '1982-
83, which remains unrealised till date 
<April 1991). 

2.3.9. Failure to take prompt action 
in case of closed firms. 

Acc9rding to departmen~~l instruc­
tions, 'on receipt of intimatiort '.egar­
ding closure of a firm enquiry should 
be. made within 30 days and assessment 
completed, on priority basis, within 
six months. of th'fi intimation/inf.orma­
tion received. 

In 
revenue 

the fol lowing 
amounting . to 

cases ,Government 
Rs.68.49 lakhs 

, 
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remains · unrealised due to delay in ass­
essment and failure of the department 
to raise demand and recover the dues 
before the dealers .closed their 
business~ 

( a ) I ri Sa 1 es Ta:<· Ci re 1 e , Gh a z i ab ad a 
dealer was granted registration on 3rd 
May 1979 for manufacture and sale of 
Iron and Steel forgings. The Special 
Invest iga.t ion Branch of Sal es Ta:< 
reported on 16th March 1982, and 30th 
September 1982, t h at the business of 
the dealer was dubious. It also stated 
that the account booKs of the dealer 
had been seized by the Superintendent, 
Central E:<cise <Preventive). A survey 
by the department in November '1983 
revealed that the firm has been closed 
finally and gone into liquidation from 
3rd January 1985. 

Even though 442 declaration forms 
i.1ere issued during the years 1980-81 to 
1983-84, asse~sments for the years w•re 
taken up by the department from 25th 
February 1985, after the firm had been 
closed and had also gone into 1 iquida­
tion. A tax liability of Rs.39.71 lakhs 
created for these years remains unrea-
1 ised (Apr.ii 1991). The department also 
failed to file a claim petition for the 
ar~ears before the official liqu i dator. 

(b) In Sales Tax Circle, Ghaziabad, a 
private limited firm with its Head Off­
ice at Delhi was ·granted registr-ation 
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from June 1978 for the manufacture and 
sale of paper. 

On 29th January 1982 , the firm 
intimated closure o"f its business from 
October 1981. The firm again intimated 
on 6th April 1982 that it was closing 
its business from 14th October 1982. 

Mean11.1hile, on 17th August, 1982, 
t he firm t>>as pu rchased by another 
person but the department conducted no 
survey on the basis of fr esh owne~ship. 
A survey conducted on 26th May 1988 
re v ealed that even the new firm was 
lying closed. 

Notices sent b y the department 
during December 1984 to December 1989 
to fi nali se the cases for assessment 
years 1980-81 to 1985-86 on the addre­
sses, local and permanent, of the 
previous and present Directors were 
returned unserved and f inally the cases 
were completed on ex-parte basis, 
creating an additional total demand for 
Rs 20.38 lakhs. The amount remains 
unrealised (Apri 1 1991). 

(c ~ I n Sales Ta:< Circle, Ghaziabad, a 
p a rtnership firm was registered for 
producti on and sale of ·Dal· on 20th 
March 1984. 

Fo r the assessment year 1985-86, 
assessee submitted monthly returns of 
his turnover amounting to Rs 56.84 

• 

/ 

.. 
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lakhs bu.t · did not admit any tax 
liability; the sales being on 
consignment bas.is. But neither pr_escri­
bed declaration forms or evidence in 
support of the exemption claimed was 
furnished nor was it called for by the 
assessing authority even after 
considering the substantial turnover 
involved. 

During the years ( 1984-85 and 
1985-86) declaration forms <105 Forms 
XXXI; and 10 Forms ·c· > were issued but 
the assessee did not furnish any 
account of thes~ forms. 

The assessee intimated the 
asse~sing autho~it~ ·<June 1986> ihat he 
had clc;>s~d hj..s business from 1st May 
1986. Th~ assessment for the year 1~85-
86, was however, taken up only in 
September 1989, a~d a tax liability of 
Rs. 8.40 lakhs was created. No amount 
could be realised as the dealer was not ~ 

traceable. Recovery Certificate was 
i~sued to the Deputy Collector <Collec­
tions>, Sal~s · Tax Varanasi. The amount, 
however, remains unrealised.. <April 
1991). 

2.3.10. Lack of Co-ordination bettif••n 
two departments of · the 
Sover.nment 

Unde~ the prbvisions of U.P.Excise 
Act, 1910 and rules .,.a~e thereunder·, 
1 icences for purchase and sale of 

10-A.G.-7 
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Indian Made Foreign LI.quo~ <IMFL> and 
other 1 iquors are granted annually to 
the highest bidd~r in auction. These 
1 icencees are not going concerns ~nd 

hence, collection of Sales Tax revenue 
depends wholly on prompt assessment and 
recovery. It was seen in audit that 
~ffective co:--ordination betwe~n the 
Sal~s Tax Depart·men t and the State· 

· E :<cise Department IJJas lacking arid the 
concer ned Sales Tax Circle · were not 
given i nfo rmation about the 1 icencees~ 
as and when . the · licences were granted 
by ~he State Excise .Department. 

In the fol lowing cases, such lack 
of co-orc;iina·tion and· delay in ~ssess­

ment resulted in loss of re~enue to the 
tun.e of Rs.93 ... 72 lakhs to ·the State 
exchequer . 

<a> Two unregistered dealer? of 
·varanasi got the lj,cence for purchase 
and sale of IMFL and . . Bhang f r om the 
State Excise Department for the · year 
1984-85. 

The assessing aµthority received 
in format ion of their business on 9.th 
November 1984 from the Special Investi­
gation · Bi"anch of The Sal.es Tax Depart­

·~ent. Notice for assessment for the 
year 1984-85 was issued as late a~ 8th 

·March 1989. The dealers were not 
traceable. The as9~ssments for the year 
were finalised o n 27th March 19~9, on 
ex-parte basis,. just a few days before 

. . ' 

) 
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the case would have become time barred. 
On the basis of bid finalised for the 
year 1985 annual · turnover "sere deter­
mined i;o be Rs 360.00 lakhs. The ·ta:< 
liability of Rs. 78.12 lakhs was fixed ­
agains~. the dealers but no amount could 
be realised <April 1991). 

(b > During the· year 1982-83, an 
unregistered dealer of · Kanpur cistrict 
was granted ·licence . by the State Excjse 
Department for purchase and sale of 
foreign liquor for Rs.14.55 lakhs. This 
information was received frpm the 
Special Investigation Branch of Sales 
Tax Depar~ment on 18th December 1982. 

On the basis of the said 
information., the assessing author-i ty 
issued . notice for the finalisation of 
assessment o"f 1982-83 as late as on 
16th May 1986. The dealer aid not 
turn up . 

The assessment of the de.aler was 
finalised en ex--parte basis -, on 11th 
September 1986 determining ·the total 
turnover at B.s .. 30.00 lakhs and a tax 
liability of Rs.7.80 lakhs was created. 
The recovery ce~tificate ~as issued on 
14th August 1987 but the amount remains 
unrealised (April 1991>. 

Cc) A deal er of Kanpur was registered 
on 10th December 1984 for wholesil~ and 
retail trade of foreign liquor for the 
year 1984-85 to 1986-87. While granting 
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registration by the Sales Tax Depart­
ment, neither were details of movab ~ e 
or immovable property or surety furni~ .­

hed nor were they insisted upon by the 
department. 

During the year 1985-86 five 
cheques on account of Sales Tax deposi­
ted by the dealer on the admitted 
turnovers were dishono11red. On 31st 
Det:ember 1985, while importing foreign 
liquor without any declaration forms, 
the goods were seized at the check­
post. A penalty of Rs.0.94 lakh was 
imposed on the dealer. On the basis of 
the request of the dealer for early 
finalisation of assessment case for the 
year 1985-86, the Assistant.,_ Commissio­
ner, Sales Tax, Kanpur '<29th April 
1986) instructed the assessing officer 
to finalise the assessment case at the 
earliest. 

Notices for the finalisation of 
the assessment case for the year were 
sent only between February 1987 and 
Jul~ 1987 but the dealer, by that ti~e, 
was not traceable. 

' Despite the request of the dealer 
and instruc~ion of the higher autho­
rity, the assessment of the said year 
was not taken up immediately and was 
finalised on 11th March 1987, on ex­
parte basis. The inter-state turnover 
was determined to Rs.28.00 lakhs and 

, 
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additional demand for Rs~7.80 lakhs was 
created. 

on 
Rec.every Certificates 

9th October 1987 but 
were issued 
the amount 

still rem~ins unreal"is~d 

2.3.1,1. "iscel laneous 

(a) A dealer of Ghaziabad was 
registration from. April 1984, 
in oil engine and mach~ne parts. 

\ 

1no1" 
.&.7'74~• 

granted· 
to deal 

Th& assessment case for the year 
1984-85 was completed on 24th May, 1986 
with no tax liability as both purchases 
and sales made by the dealer were shown 
as local and · hence tax paid. Th is was 
accepted by the department. 

The Deputy Commissioner <Administ­
ration>, Sales Tax, Ghaz~abad . Circle 
ordered in January 1987, the assessment 
case for the· year 19S4-85 to be opened 
for re- assessment as the dealer, during 
the year _ <1984-85), was reported to 
have made p~rchases from outside Uttar 
Pradesh which were not . tax paid. On 9th 
February 1987, howeveri it was discove­
red tnat the original file relating to 
grant of registration and survey was 
lost from the 0ff ice of the assessi_n9 
officer. A FlR was lodged with the 
Police on 14th February 1987. 

Notic~s sent <12th January 1987 to 
18th Februar-y 1987 > to the dealer ·for 

\ 

. 
~ 



<102) 

~h~ re-assessment were returned undeli­
vered t>Ji th the remark tha·t . the dealer 
was not traceable. On 12th March .1987 , 
a letter from the dealer "las received 
inti.matin·g his .address at Delhi. 
However, notices sent. by the assessing 
officer by registered post to thi~ . 

address ~lso remained undelivered with 
the po~ta~ department's r emark that 
there ·was no such person on the given 
address. Though 9 on Ist Apri.l 198"7,. the ,. 
dealer appeared before the assessing 
officer alongwi th h ,is adv.ocate ,- and he 
failed to turn up a.gain on the date of 
reassessment, the de.partment has not 
been able to ascertain any details 
which would facilitate it to ta.ke 
further action for recovery of tax 
dues. 

Ultimately , the re-assessment case 
was finalised C23rd April 1987>, o~ ex­
parte basis, fixing a tax liability of 
Rs. 22.05 lakhs on a determined 
turno·ver of Rs.350.00 lakhs . The ' tax 
remained unrealised till date <April 
1991). 

<b> In Sales Ta ~< Circle, Varanasi a 
fi r m registered for .purc hase and sale 
of ~ran and steel on 18th May 1983 
without prior ver i fication and inquiry. 
For the year 1983-84, the firm filed 
orily two monthly returns and paid no 
sa+es tax. During the same year, 53 
declaration· fo r ms were issued., account 
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was not rendered by the 

Huge imports l;>y the dealer were 
detected from declaration forms 
received from the check-posts . finally, 
when assessment for the year 1983-84 
and 1984-85 ~ere compl~ted on 30th July 
1985 and 23rd March 1989 respect'ively, 
the dealer "'as not traceable. A total 
tax liability of Rs.6.72 lakhs was 
created but no amount has been realised 
till date <April 1991) . 

< c ) In Sa 1 es ·Tax Ci re: 1 e , Luc know, the 
Sp'ecial Investigation Branch (SIB>, of 
Sa.les Tax, informed. the d~partment 
about inte r-state sale of timber by an 
unregiste r ed dealer during 1983-84 w 
Notices issued t o the de~ler at the 
address gi ve~ by the SIB could not be 
served. F i nal assessmen t of the same 
year wa s comp 1 eted on ex-_parte basis, 
as l ate as an 3 1st October · 1987, 
creating a ~ax liability of Rs. 1 .31 
lakhs agai n s t th e d ea l er wh i c h was 
late r r evise d t o Rs . 1.29 lakhs~ 

By t hi s t ime 9 a c c ord i n g to the 
proce.ss serv e r 's report ,_ · a n other f i rm 
b y a d i fferen t n ame in the place of 
s aid firm ta1as f o u n d t o b e c a rrying on 
bus in e ss at the s ame premi s es . Anqthe r 
r epor t of p r o ces s s erver o f 28th 
October , 1 988 , reve~l ~d th a t yet 
anothe r f irm h a d star t e d op er a~in9 in 
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the same premises. The third firm did, 
however, register itself. 

Despite receiving information froru 
the SIB, the department could not 
complete the assessment promptly and 
take any effective step, other than· to 
issue recovery certificate in July 
1988. The amoun·~ of Rs.1.29 lakhs still 
remains unrecovered <April 1991~. 

The above points were re.ferred to ; 
the department and the Government in 
July 1990; their replies have not been 
received <April 1991). 

2.4.Irregularities in granting 
cession to manufacturers 
purchase of raw materials 

con­
fer 

Section 4-B of U.P. Sales Tax 
Act, 1948, provides a scheme for 
special relief in tax to manufacturers 
on purchase of raw materials required 
for use in manufacture of notifi~d 

goods, on fulfilment o .f certain 
cbnditions. In c~se of violation of any 
of the conditions or i'ssue of fals-e 
declaration by reason of .which tax on 
sale or purchase ceases to be leviable 
or becomes l•viable at concessional 
rate, the deal er becomes 1 i ab le to pay 
a sum equal to the amount of relief in 
ta:< secured by him. · 

• • 

} 
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Non-levy of tax a n d penalty 
misuse of declaration for.as 

for 

c;-2 
In case of i sst.te of f a lse decla­

ration forms by reas on of which tax an 
sale or purchase ceases to be leviable, 
the dealer becomes l i a bl e to pay a sum 
equal tb th~ amount o f r-el ief iri tax 
se~ured by him on ~urchase of such raw 
materials. Besides, th e dealer is also 
liable. to _penalty of .a sum not less 
then 50 percent but not exceeding one 
and a half times of the amount of tax 
avoided. 

Ci> In Saies Tax Circle, Moradabad, a. 
dealer holding recognition certificate 
for the manufacture of machinery was 
authorised to purchase raw materials 
tax free. The dealer purchased iron and 
steel valuing Rs.47.79 lakhs during the 
year 1983-84 tax free on the strength 
of tleclaration in Form III-B and 
manufactured arlimal driven agricultural 
implements which are exempt from levy 
of tax under the U. P. S-al es Tax Act. 
The dealer was, therefore-, liable to . 
pay penalty upto Rs. ·5.73 lakhs, but it 
was omitted to be i mposed, while asse­
s sing the dealer for the said period on 
21st September 1988. 

The cas~ was reported to the 
departm.e':'~ · and .Gover-nmen~ in December 
1989; their replies have not been 
received (Apr~l t991>. 

\ 
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~ , 1f8 (ii>In Sales Tax Circle, Lucknow, a 
dealer holdin·g r~cogni tion certif i cate 
for the manufacture of paints and 
varnish, was authorised to purchase 
c hemicals, bitumen, pigments, turpen­
tina, , linseed o i l, oxide colours 
varni·sh, \hinner a.nd · packing mat2rial 
tax free. The dealer purchased rosin, 
china .cfay, white cement, and barytes 
for Rs. 6;76 lakhs duri~g the year 
1982-83 tax free· on the strength of 
declaration in Form III-B in contraven­
tion of the recitals of declaration. 
The dealer was, therefore, liable to 
pay Rs. 54,056 being equal to the 
amount of tax payable under section 3-B 
of th~ Act. Beside.s, the dealer was 
also liable to pay penalty upto Rs ~ · 

81,084. The tax as well as penalty was 
omitted to be imposed <July 1990). 

The case was reported to the 
d epart~ent in December 1989 and to 
Gov'ernment in June 1990; their replies 
have not been received <Apr i l 1991). 

~-~8 Ciii> In Sales T ax Circle, Agra, a 
dealer holding recognition certificate 
for the manufacture of rubber and 
P.V.C. goods purchased china clay, 
carbon alack, silicate and titanium for 
Rs. 3.46 lakhs <taxable at the rate of 
8 per cent) and residue oil for Rs. 
48,454 <taxable at the rate of 4 per 
cent> as raw materials, ~uring the 
years 1982-83 arid' 1984-85 tax 'free on 
the streng.th of declar-ation in 

I 

• ) 
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Form III-B. The dealer was not 
authorised to purc·hase these goods as 
raw materi a l, in the recognition certi­
ficate granted to him. H~ was, 
therefor-e, liable ·to pay under Sec tion 
3 - B of the Act., an amoun t o f Rs. 

" 29,628 being equal to the amount .of 
, relief in tax secured by him. The 

deale'r was also liabl e to pay penalty 
up~o Rs.. 44,442 being · equal to one and 
half times of the amount of tax which 
t>JOuld hav·e thereby been avoided for the 
misuse of declaration forms. The tdx a~ 
111e 11 as penalty was omitted to be 
imposed. 

The case was reported 
depar tmen t and Government 
1990 ; their rep J. 1 es have 
received <April 1991). 

to the 
in March 
nut been 

(iv>In Sales Tax Circle, Meerut, a G-J7o 
dealer, holding rec ognition Certificate 
<August 1976) fo r the manufacture of 
transfor.mers, purchased wire nails a nd 
alumin i um· caps etc. for Rs. 1. 70 l akhs 
and Rs . 2.61 lakhs during the years 
1982-83 and 1983-84 respectively at the 
concessional · rate of tax on the 
strength o,f dee l arations in f orm I I I -B 
al though he wai not a uthorised to 
purchase these items in the rec ognition 
certificate granted to him. The d ealer, 
was, theJ:""efore, · 1iab1 e t o pay R.s, 
17,281 being equal to amount o f r elief 
in ta:< secu r ed by him . He w-as a lso 
liable to pay penalty upto Rs. 25,921. 
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The tax as wel 1 as penalty was omitted 
to be imposed during assessment in June 
1987. 

The case was reported 
departlftent and Government 
1990; their replies have 
received (April 1991>. 

to the 
in March 
not been 

(b) "isuse of the raw ma~~rial 

S~ction 4-B o-f the U.P. Sales Tax 
Act, 1'948, provides for relief in tax 
to, manufacturers on purchases of raw 
material required for use in the 
manufacture of notified goods on ful­
filment of certain conditions. As per 
provisions of the Act, in the eve~t of 
use of goods for any purpose , other than 
that for -.hich recognition certificate 
was granted or disposal of raw materi­
al othe..-..ise, the dealer shall be 
liable to pay, as penalty such amount 
as the assessing authority may fix not 
exceeding three times of the re 1 i ef in 
tax secured by him. 

<i> In Sales Tax Circle, Ghaziabad, a 
dealer, holding a recognition certifi­
cate for the manufa·cture of rubbvr 
goods, purchased raw material valuing 
Rs. 11.76 l~khs free of tax on the 
strength of decl~rati9n Forms III-B 
during the year 1987-88 and utili~ed 

the same in the manufacture of rubber 
beltings, a different commercial commo­
d~ty notified separately under the Act 
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as "beltings of a(l . kinds". The dealer 
was, therefore, liable to pay penalty 
upto Rs. 2.ao · i a khs, which was omitted 
to be imposed •. 

The cas~ was reported to the 
depa.rtment and Government in December 
1989; their replies have not been 
received <April 1991>. 

<ii >It has been judi,cial ly held* that G; -~ 2 
balloon is a toy and not . rubber goods. 
In Sales Tl!lx C.ircl~s, Bare i lly, a 
d~aler holding r.ecognition ce'/tificate 
for the martuf~cture of rubb•r goods 
fl'.'"Din Ap(l'.i 1 1979 purchased· rt"w-material 
<rubber-latex> tD-r-· .Rs. 5.46 lakhs tax 

.f ·ree on the ·st"rf!ngth of declaration in · 
Form III-B durinq· the year~ 1981-~2 and 
1982_:83·. ·and .used . the same in the 
manufact;ure of balloons, which do not 
come under· the« category of rubber 
goods. The dealer was, therefore, 
1 iable to pay pe.nal ty upto . Rs. 1.31 
1 akhs <three t i me~ the amount of tax> 
which was . omitted td be imposed at the 
time of initial a~sessments in August 
1983 and November 1983 . 

On the omission being pointed out 
in audit <November 1989), the dep·art­
meflt st.atec;f <February 1990 > that the 
assessmen~s for ·the years 1981-82 and 
1982-:-83 had since been revise.d and 

*CST Vs Kash i Nath Arora ST ! 1984 U . P ~ 

T ~ i b~n i l ·A l t~~ab ~d t 88 
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additional demand for Rs. 1.82 lakhs 
raised <January 1990>. 

The case 
Government in 
reply has not 
1991) . 

,Was report.ed to the 
November 1989; their 
be·en received. (April 

Ci·ii>Ca>In Sales Tax Circle, Faizabad, 
a dealer holding recognition 
certi icicate f or manufacture o -f tr-ans­
formers purchased copper wire and paper 
board foT' Rs. 5.50 lakhs during the 
year 1983-84 at the concessional rate 
of 4 per cent on the st r ength of decla­
rations in Form III-B and used the same 
in r-epai rs of transformers. The dealer 
was,, therefore, liable to pay penalty 
upto Rs. 1. 30 lakhs, tiJhich v..1as not 
imposed . 

On the omission being pointed out 
in audit · <October 19.88), the d ·epartment 
stated <Octobe r 1999) that penalty 
amounting to Rs 86 ,477 had .since been 
imposed. 

The c:: ase LA1as reported -to 
Gov f.• rnmen ~ i n Octab.er J 9889 their rep ly 
has not been received <April 1991). 

G, .. 1S \b) Similarly, in Sales Tax Circle, 
-Faizabad, a qealer was granted recog­
nition certificat~ for the manufac t ure 
of · trans·formers. The dealer purc;hase-d 
wire and wire paper for Rs. 3.06 lakhs 
at the crincessional rate of 4 per cent 

, 
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on the strength of declaration Forms 
III-B during the year 1984-85 and used 
them in repairs of transformers. Th~ 

dealer ia1as'j therefore, liable to pay 
penalty upto Rs. 72,316 but was omitted 
to be imposed. 

The case was repo~ted ·to the 
department and Government in Nov e mber 
1989; their replies h ·ave not b.een 
received <April 1991). 

<iv) In Sales Tim . Circlet Etawah, a <:;-34 
dealer · of steel 'al~irahs and · agricul­
tural implements obtained a recog~itjon 
certificate in May 1981 for the manu-
facture of "iron and steei. 11

., and 
agricultural implements which was 
~enewed in February 1985 tor a further 
period of 3 years up to Mar~h 1987. 
From surveys conducted by the Sales Tax 
Department C in December 1983 and prior 
to it) and in ·formation received from 
the Stores Purchase Section of the 
Industries Department <November 1987> 
it transpired tJiat the deal'er was not 
manufacturing "iron · and steel" or 
ag~icul tuf'al implements as per his 
returns submitted to th~ Sales Tax 
Department but was in fact on the rate 
contract with the Industries Department 
for the supply of steel furniture, an 
item not covered under "iron and steel" 
and was also found to be suppressing 
his turnover of purchases of raw 
material. 



.. 

<112) 

In the course of audit <Fepruary 
1989), it was seen that the dealer has 
purchased iron and st~el for . Rs. 2.17 
lakhs during the year 1981-82 and for 
Rs. 2.94 lakhs during the year 1984-85 
tax free on the strength of declara­
tions in Form .I I I-B and used the same 
in the manufacture of goods other than 
11 iron and stf!e 1 11 or 11 agricultural 
implements" for which the dealer . had 
been granted the recognition certi fi­
e ate. The dealer wa~, therefore, liable 
to pay. penalty upto Rs. 61,326, but· it 
was omitted to ~e imposed by the 
assessing authority. Information in 
respect of othe.r assessment years 
(1982-83 and 1983-84) .was not available 
in the records 

The case was reported to the 
department and Government in August 
1989; their replies have not been 
received <April 1991). 

<c> Un-authorised disposal of goods 

One of the c~nditions for the 
availability of the concessions envisa­
ged in the Act is that the goods so 
manufactured are required to be sold 
within the State or in the course of 
inter-state trade or commerce or in the 
coµrse of export out of Indi~. Where a 
deal er, in contravention of the t:erms 
and conditions, sells or otherwise 
disposes of the goods so manufac tured, 
h~ shall be liable to pay by way_ of 

, 

• 
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·penalty an ampunt, which shall not be 
less than the amount .of tax which would 
have been . payable on the sale of such 
notified goods within the State but not 
more than tflree times the' amount ' of 
such · tax. 

(i) In Sales Tax Circle, Moradabad, a G, -/13 
dealer holding recognition certificate 
for the manufac-tt.u:-e of acid monomer, 
purchas-ed molasses fer Rs. 38. 79 lakhs 
at the concessional rate of tax on the 
strength of declaration during 1982-83 
but t~ansferred acid monomer wo.rth Rs. 
1.09 crores manufactured ou·t of it 
outs.ide the 
The dealer 
pay penaJty 
was omitted 

State on consignment basis. 
was, therefore, liable to 
upto Rs·. 26 .• 13 lakhs · which . 
to be imposed. 

On the omis~ion being 
in audit <Decembe.r 1987>, 

pointed out 
the depart-
1989) that 
21. 75 lakhs 

ment st~ted <November 
penalty amounting to. R5. 
had since been imposed .• 

The 
Government 
reply has 
1991). 

case 
in 
not 

was reported to 
February 1990; their 
been received <April 

Cii) In Sales Tax Circle, Nainital, a G, ~ 4 
corporation, holding recognition 
certificate for the manufacture of 
turpentine oil and rosin, purchased 

· resin ~orth R~. 55.69 lakhs at the 
concessional rate of 4 percent during · 

10-A.G . -8 
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the year 1984-85 on t~e strength of 
declaration in Form III-B and trans­
ferred rosin <manufactured out of it) 
for Rs. 59.87 lakhs outside the state 
on consignment basis. For contravention 
of the terms and conditions, the 
corporation was liable to pay penalty 
upto Rs. 15.09 lakhs but it was omitted 
to be imposed. 

The case was reported to the 
department and Government in December , 
1989; their replies have not been 
received <April 1991>. 

a.-b 2 (iii) In Sales Tax Circle, Kanpur, . a 
dealer holding recognition certi f ic.ate 
for the manufacture of Pan Hasala 
purchased packing material for Rs. 
49.80 lakhs at the concessional rate of 
4 per cent on the strength of declarat-
ion in Form I I 1-'B during year 1981-82. 
Out of the above packing material, th• 
de-aler utilised packing material worth 
Rs. 6.06 lakhs for the packing of Pan 
Hasala which was consigned outside ·the 
State by the dealer. The dealer was, 
therefore, liable to pay a penalty up 
to Rs. 1.39 l akhs being three times the 
amount of tax involved (!~viable at the 
rate of 8 . per cent> which was omitted 
to b~ imposed at the time of assessment 
in December 1983 and re-assessment in 
Jury 1987. 

On the om i s'.'5ion being pointed out 
in audit <August 1988>, the department 

.. 
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stated <August 1989> that minimum 
p-enalty of Rs . 24,228 <which is the 
minimum amount> had since been imposed 
<December 1988). Reasons for short 
i mposition of penalty are awaited. 

Th e case was reported to 
Government in August 1988 . 

l'"' - \o. <iv> In Sales Tax Circle, Dehradun, a ":!) ..J 

de•ler holding a recognition ce rt i fi-
cat e for milling of rice, produced rice 
during 'the year 1984-85, out of paddy 
purchased by him w:i thout payment of 
tax, on the strength of declaration in 
Form III-B, and transferred the rice 
valuing Rs . 3.34 lakhs ou.tside the 
State on consignment basis. The dealer 
was, the refore, liable to pay penalty 
up to Rs. 40 , 105 but was omi t .ted to be 
i mposed. 

On the omission being pointed out 
in audit <Oc t obe r 1989>, the department 
stated <February 1990> that penalty of 
Rs. 31 7 000 had since been imposed in 
December 1989. 

The case was reported to 
Gov e r n ment in Oc:to be r 1.989. 

Cd> Irregular authorisation of tax 
free purchas es of ra~ material 

Government noti fication dated 31st 
December 1976 en visages tax free 
pur chase of r a w material, f or 
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manufacture of certai~ goods specified 
in Annexure I and III to the said 
notification. In respect of goQds not 
specified in Annexure I and III to the 
said notification and/or any subsequent 
notification, the manufacturers are 
entitled to purchase raw material at ;. 
concessional rate subje.ct · to certain 
exception and conditions. 

<i> In Sales Tax Circle, Kanpur, six 
dealers, h9lding recognition certifi­
cate for the manufacture of cycle seat 
leather tops and cycle parts, were 
authorised to purGha~e raw material tax 
free. The dealers made purchases of 
1 eather for Rs 95. 71 l akhs during the 
year 1983-84 to 1985-86 tax free on the 
strength of declaration in Form III-B 
a nd used the same in the manufacture of 
c yc le seat leather tops. As cycle seat 
lea ther tops are not speci·fied in the 
Annexure I or III to the notification, 
the dealers 1t1ere not entitled to 
p u rch ase raw material tax free but at 
f;he c oncessional rate of 4 per cent. 
Irregul ar g r ant of recognition 
certi f i cate led to loss of revenue 
amount ing to Rs 3~83 lak~s. 

On t he omission being pointed out 
in audi t <March 1990), the department 
stated <Oc tober 1990> that by Govern­
ment not i f ication dated 31st March 
1987 , cyc l e seat leather top has been 
included in the part and accessory of 
the cycle wi th effect from that date. 

) 
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As · the notification does not have 
retrospective effect, the relief in tax 
giv~n to the deal~r in the instant case 
was loss to · th.e department M 

The case ~as reported to Govern-
~ ment in March 1990; reply has not b~en 

received (April 1991). 

# 

(ii) Government notification dated 
11th June 1974 provides for special 
relief in tax ' to manufacturers on ~,Jn 
purchase of raw material required by 
them for use in the man~f acture of 
notified goods, for a period· of 5 years 
to uni~~ si'tuated in specified bac kward 
districts and three years . if situated 
in other districts of the State. 

In Sales Tax Circle, Ghaziabad, a 
dealer was gran~ed r~cognition certifi­
cate for the manufacture of tyre and 
tubes on 29th June 1974. The d e aler 
purc:hased raw material for Rs 14.22 
lakhs and Rs 17.36 lakhs, tax . f r ee 
during the years 1983-84 and 19a4-as 
respectively, on the strength of decla­
ration in Form 111-B. As Ghazi·abad is 
not in the list ~f ·specified backward 
districts, the dealer could have 
availed tbe conces~ions of tax-free 
purc~ases upto 28th June 1977 i.e. for 
three years only. Al lowing the dealer 
to purchase raw material tax-f'ree 
beyond the· spec i f .i.ed . period resulted in 
under assessment of tax amounting to Rs 
1.31 l~khs. 
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The case was reported to the 
department in July 1989 and to 
Government in June 1990; their replies 
have not been received <April 1991>. 

(iii) Government notification rlated 
31st Decembe~ 1976 provides for special 
relief for a period of 5 years in 
specified backward districts and three 
years in other districts of the State . 
Kanpur is not a specified backward 
district. In Sales Tax Circie, l(anpur, 
a dealer was gr.an ted recognition 
certificate on 7th December 1978 for 
the manufacture of transformers. As 
Kanpur was not a sp~cified backward 
district, the dealer could have purcha­
sed raw material tax free only .fa~ 

three years, namely •Up to qth December 
1981. The dealer, h owever, purchased 
raw material ta~ free for Rs. 8 .65 
lakhs during 1982-83 i.e. after the 
e:<pi ry of three years on 6th December 
1981 by issuing -declarations in Form 
III-B . He was , therefore, liabl e to pay 
tax amounti n g to Rs. 35~40~'. Besides, 
he was also liable to pay penalty upto 
Rs. 53,113 for i ssuing fa lse declara­
tion. The tax as · Well as penalty was 
omitted to be i mposed. while finalisi1,9 
the asses~ment case in Februa~y · 1987. 

On the omission being pointed out 
in audit <May 1987), 
stated in October 1.989 
demand for Rs. 
raised. Report 

35,409 
about 

the clepartmen t 
tt)at addi t~onal 
had since been 

imposition of 
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penalty has not been receiv.ed <April 
1991) • . 

T{le case was reported to 
Government in May 1987. 

. Q-71 
(iv> Purchases of fuel or process1n9 
materia~, tax free or at concessional 
rate, are not admissible under the 
prov i~ions of the Act. In Sales Tax 
Circle, Varanasi, a dealer was granted 
recognition certificate ~or the 
manufz-.cture of oi 1, and the dealer was 
authorised by the assessing officer to 
purchase coal, tax free which was 
contrary to the provisions of the ~ct. 
The dealer purchased coal for Rs. 6.12 
lakhs and Rs. 6.77 lakhs, tax free, 
against deciarations in Form III-B 
during the years 1983-84 and 1984-85 
respectively. As coal. was not a raw 
material for the 1nanufacture of oi 1, 
the dealer was not entitled to any 
concession in tax for purchase of coal. 
Irregular authorisation to purchase 
coal free of tax led to loss of revenue 
a mounting to Rs. 51,580. 

On the omission being pointed out 
in audit <May 1987 1 , the departme nt 

.stated (June 1989) $ that r..:c;al was 
originally removed (Julv 1981) from the 
recognition certificate; ::.>ut was a g ain 
included in . the cert;-:=icate a s per 
directions of the Sales Tax Tribunal in 
a pet i t i on filed ~y the ass~sse e . · The 
department had filed a s econd appe a l in 



(120) 

the High Court against the decision of 
the Tribunal, but as none appeared on 
behalf of the dep~rtment, the case was 
dismissed <September 198'P by the High 
Court. This . indicates failure on the 
part of th~ department to follow up the 
case in the right earnest and resultant 
recurring loss of revenue to 
Government. 

The case was reported to 
Government in Maren 1990; their reply 
has not been received <April 1991). 

(y) Chemicals used in the manufacture 
of dressed hides from raw material for 
the manufacture of dressed hides in 
terms a~ the department ' s circular 
dat~d 27th October 1979, and as such, 
the manufacturers of dressed hides were 
not to be allowed benefit of the conce­
ssional rate of tax on purchases of 
chemicals used in the manufacture of 
dressed hides and skins. 

In Sales Tax Circle, Kanpur, a 
dealer was granted recogn i tion 
certificate for the manufacture of 
dressed hides and was authorised to 
purchase babul bark at the concessio~al 
r~te of tax. The dealer purchased babul 
bark for Rs 10.61 lakh~ during the year 
1983- 84 at the conc: essiqnal rate of 4 
~ cent. Sinc e babu.l bark <used as 
c hemi c al s ) is not raw Material for 
manufacture of dressed ti.ides, the 
rle•ler was entitled to purchase the 
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same only at the normal rate of tax of 
8 Q..!.!: cent. Irregular grant of 
concession led to short levy of tax 
{including additional tax> amounting to 
Rs. 44,293. 

The case was reported to the 
department in September 1988 and to 
Government in ~ar~h 1990; their replies 
ha~~ not been received <April 1991>. 

2.5Ca>Suppres$1.on of turnover 

Under Section 15ACi><c> of the 
U.P'.Sales: Act·., 1948, if the dealer 
conceals the ~~rticul ars of his 
turnover or deliberately f u rnishes 
inaccurate particulars of such 
turnover, the assessing authority may 
direct that such dealer sha·1r p ay by 
way of penalty, in ~ddition to tax , a 
sum not less than 50 per cent, but not 
exceeding one' and half times of tax 

, which would thereby have been avoided. 

(1) In Sales Tax Circle, ts:anpur, a 
dealer in his return f9r the ye•r 1984-
85 had dis~losed his sales o f food­
grains, pulses and oilseeds for Rs. 
12.79 lakhs during 1984-85 in his 
rettJrns. l t was, how~ver, not iced from 
the information received from other 
wings of the dep~rtmeht that the dealer 
had supp·ressed sales a~ounting to Rs. 
30.95 lakhs. The. turnover was, there­
fo~e, ~etermined by the assessing 
a~thority. at Rs. 50 lakhs and tax 
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amounting to Rs. 2 l akhs 1 evi ed. The 
dealer was also liable to pay penalty 
amounting to Rs. 1.86 lakhs for conce­
alment of turnov~r which wa• omitted to 
be imposed. 

On the omission being poin.ted out 
in audit <September 1989>, the depart­
ment stated <March 1990) that penalty 
amounting to Rs. -2 lakhs had since been 
imposed <November 1989>. 

The case was reported 
Government in June 1990. 

to the 

Cii) In the Sales Tax Circle, Hapur, a 
dealer purchased gur and ~oodgrains 

within the State and sold the same 
outside the State, These sales were, 
however, not disclosed in his r,eturns 
of the year 1982-83. The turnover of 
tnese sales was determi.ned C June 1987 > 
by the assessing officer at Rs. 15 
lakhs and one lakh respectively and was 
levied tax amounting to Rs. 1.24 lakhs. 
The dealer was l i ab 1 ~ to pay penalty 
upto Rs. 1.86 lakhs for the concealment 
of the turnover, but it was omitted to 
be imposed. 

On the omiss i on being pointed out 
in aud l. t (June 1989 } , the department 
stated (January 1990) that penalty 
amount i ng. to Rs. 85,000 had since been 
imposed . 

, 
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The case was reported to 
Government in June 1989. 

(iii) Simi 1 arly, another deal er of ~ -3 . 
the same circle, who purchased gur 
within the State and sold the s~me out-
side the State during the. year 1984-85, 
did not disclose the turnover in his 
accounts. Tk e turnover of sales of gur 
was determined at Rs. 3 0 l .akhs i~ 

Febru~ry 1989 by the asses s i ng officer 
and tax amounting t o Rs . 2. 40 lakhs was 
levied~ For suppression of turnover, 
the dealer was l i ab le to pay penalty 
upto Rs.3 . 60 lakhs , but it was omi tted 
to be imposed. 

On the omission being . pointed ~ut 
in audit (Ju ne 1989>, the department 
stated (January 1990 > that penalty 
amounting to Rs . 2 lakhs had since :.>een 
imposed. 

The case was reported to 
Government in June 1989. ~ 

L)· 14 
<iv> In Sales Tax Circle, Fatehgarh, a 
dealer in perf u mes had an. ope ning stock 
of 215 k ilograms of pe r fumes in the 
year 1984-85. He shqwed manufacture of 
1 ,907.500 kilograms during the year, 
whereas as per i ngredients used, .the 
quantity shou ld have worked out to 
1, 907 . 950 Ki log r ams. After taking i nto 
account the open i ng stock of 215' 
kilograms, these aggregated 2,122.950 
kilograms. He ~hoi.1eti closing stock of 
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399 .500 kilograms. Aft~r deduction of 
closing stock ·from 2, 122 . 950 kilograms, 
sales during the year warked out to 
1,723.450 k ilograms, whereas the dealer 
disclosed sales of only 1,508 kilo­
grams . Thus, there was ~uppression of 
turnover of 215.450 kilograms of perfu~ 
mes valuing Rs. 5.63 lakhs. This 
resulted in short levy of tax amount i ng 

·to Rs. 67,608. The dealer was also 
1 iable to pay penalty upto Rs. 1.01 
lakhs for suppression of t~rnover. 

On the omission being pointed out 
in audit <Augus~ 1989 >, the department 
stated in Dec ember 1989 that assessment 
had since been revised aQ.d addition al 
demand for Rs .79,105 includ i ng add i tio­
nal tax raised. Re port on imposition of 
penalty has not been received (April 
1991). 

The case was report~d to 
Government in August 1989; th~ir reply 
ha~ not been r~ceived <April 1991). 

Q. f ':)3 ( v > In Sa l es Tax Ci.ri:: le, Lucknow, as 
pe r in format i on r~ce i ved from the 
Special In vest i~ation Branch of the 
department a Jealer made inter-State 
sales of 15 wagons of wooden planks 
during · !983-84 Cupto 30th September 
1983>. These sal.es were not disclosed 
in the accounts by the dealer. The 
turnover of t h e se sales was determined 
at Rs. 6. 2 5 l a khs and tax amounting to 
Rs. 87,500 was levied. The dealer was 

, 
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also liable to pay a ~inimum penalty of 
Rs. 43,750 ~hich was omitted to be 
imposed. 

On the omission being pointed out 
in. audit' <August 1988), the department 
stated <May 1989) that penalty amount­
ing to Rs. 43, 750 had since been 
imposed (Janu~ry 198~). 

The case was reported to 
Government in June 1990; their reply 
has not yet bee~ received. 

C. ILG 
<vi) In Sa.les iax Circle, Saharanpur~ 
~t the time of assessment for the year 
1985-86 <30th January 1988> the 
asses~ing officer found that sales of 
rice, rice ~ran and rice husk etc. 
valued at fis. 14.24 lakhs were not 
disciosed in the returns by the dealer. 
The amount was add_ed in the turnover of 
sales for 1985-8~ and tax amounting to 
Rs. 58,808 levied. Th~ dealer was also 
liable to pay penalty .upto Rs. 88,213 
which was omitted to b e i mposed. 

On the omission be ing poin t ed out 
in audit in Novemoer 1988·, the depart­
ment state~ -(Jan ua r y 1990 } tha ~ pen~lty 

· amounting to Rs . 60, 0 0 0 h a d since been 
imposed. 

The case <11as reported 
Government in May·1990 . 

to the 
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G-156 
Cvii> In Sales Tax Circle 7 

Mee rut, the turnover o .f concealed sales 
of gur by a dealer during the year 
1983-84,. was determined at Rs. 5 . 50 
lakhs and tax amounting to Rs. 44,000 
was levied <September 1986). The dealer 
was also liable to pay pen alty upto Rs 
66,00 0 which was omitted to b.e imposed. 

On the omission be i ng pointed out 
in audit <October 1988), the department ~ 
stated <July 1989) that penalty 
amounting to Rs 66.,000 had since been 
i mposed •. 

The case was reported ta 
Government in October 1988 ; their repl y 
has not been received <April 1991>. 

<viii) I n Sfiles Tax Circle , Bareilly , 
as a result of · spot survey , it was 
found in case of a .dealer that he had 
suppres~ed sales of large quantities of 
Khar>dsari and Gur .etc . during 1985-86 . 
The suppres sed turnov er of such sales 
1.&1as determined at Rs. 5 lakhs and tax 
amounting to Rs. 25,250 levied. The 
dealer was also liable to pay penalty 
upto Rs. 37.,875 which was omitted to be 
i l'nposed. 

On the omission b e ing 
in a udit <November 198 9), 
me n t st ated <Feb rua ry 
p ena lty amo unt i ng to Rs. 
s inc e been imp o s ed. 

poi nt ed out 
t h e dep a rt-
1990) th at 
37 ,875 had 
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The case was 
Government in November 
in July 1990 . 

reported to 
1989 and again 

G,-35 
< i x > In Sal es Tax Ci re 1 e , Moo in agar , 
turnover of concealed sales of wooden 
boxes by a dealer during the year 1985-
86 was determined at Rs. 4 lakhs and 
tax amounting to Rs. 25,200 levied. the 
dealer was also liable to pay penalty 
upto Rs. 37,500 for concealment of 
turnover which was not imposed. 

On the omission being pointed out 
in audit (June 1989), the department 
stated <October 1989) that penalty 
amounting to Rs 26,400 ha.d since been 
imposed (June 1989). 

The case was reported to 
Government in July 1989. 

Gi-15"9 
<x> In Sales Tax Circle, Pilibhit, as 
a result of sp.ot survey, it was f .ound 
that a dealer had concealed sales o'f 
ri~e and r~ce husk etc. during 1984-85. 
The suppressed sales of these commodi­
ties we~e determined at Rs. 5.05 lakhs 
and tax· amounting to Rs. 21,700 was 
levied. The dealer. !•las also liable to 
pay penalty up to Rs. 32,550 which was 
omitted to be imposed. 

On the omission being pointed out 
in audit <December 1989>, the depart­
ment stated <July 1990) that penalty 

I 
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amounting to Rs ·. 21, 700 had sin~e been 
imposed. 

The case 1.a1as 
Gov~rnment in December 
in January 1990. 

reported to 
1989 and again 

2.S<b>Un-authorised/excess 
of tax 

collection 

Under Sect ion 15A <i > <qq > of the , 
U.P. Sales Tax Act, 1948, if a dealer 
realises any amqunt of sales tax or 
purchase tax whe~e no sales tax or 
purchase tax is l~ga~ly payable or 
realises tax in excess of the amount of 
tax legally payable, the assessing 
authority may direct that he shall pay 
by way of penalty a sum not 1 ess than 
the amount of tax so realised or 
realised in excess but not more than 
three times the said amount. 

~ -3 \ · < i ) On s a 1 es of t i mb e r , the 
Divisional Forest Officer, Haldwani 
realised tax at the rate of 14 per cent 
during the period from 1st October 1983 
to 31st March 1985 instead of at the 
correct rate of 12 per· cent. This led 
to e:<cess realization of tax amounting 
to Rs. 4.85 lakhs during the said 
period by the division. The division 
was, therefore, liable to pay a minimum 
penalty of Rs. 4.85 lakhs but no 
penalty was imposed while making 
assessment in September 1988. 

' 

• 



.. 

<129) 

On the om ission being pointed out 
in aud it <June 1989), the department 
stated in December. 1990 that penalty 
amoun ting to Rs. 2.49 lakhs had since 
been imposed for th"e year 1983- 84. 
Report regarding action taken for the 
year 1984- 85 is awaited. 

)he case was reported to Government 
in June 1989; reply' ·has not ben r~cei­
ved <April 1991>. 

G;-~6 
<ii> In Sales Tax Circle, Agra, a 
dealer in hardware and machinery parts, 
taxable at the rate -of 8 pP.r cent and 6 
pe~ cent respectively, coilected tax at 
the rate of 8 per cen t on sales of ball 
bearings, a machinery part during 1984-
85 and 1985-86. This resulted in excess 
realisation of tax amounting to Rs 
25,150. The dealer was, therefore, 
liable to pay a minimum penalty of Rs. 
25~150 which was omitted to be imposed. 

On the omission being pointed out 
in audi t <June 1989), t hi! department 
stated <November 1989) that pe,,nal ty 
a mounting to Rs. 25, 150 had since! been 
imposed. 

The case was reported to 
Govern~~nt in Feb~uary 1990. 

2.5.<c> Turn~ver escaping assessment 
G-39 

In Sales Tax 'Circle, Kanpur, a 
dealer in dyes., t~inner and -ch'emica~s 

10-A.6. - 9 
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showed <as per details submitted with 
assessment records) purcha.ses of 
thinner w01'ch Rs. 14· ~36 lakhs f rom 
outside the State during 1983-84. Out 
of this~ thi~ner worth Rs .7 .66 lakhs 
was shown sold during the year 1983-84 
and at the en'd of ·the year 1983-84 no 
closing balance of thinner· was shown. 
There was nothing on record about the 
balance thinner val'uing Rs. 6, 70 , 387. 
Tax on this part of the turnover which 
escaped assessment worked out to Rs. 
67,038 at the rate of 10 per cent 
<without tak inq into accos.Jn t the 
element of profit> . 1he dealer was also 
liable to pay interest at the rate 9f 2 
per cent per month from April 1984 upto 
the date of deposit. 

On the omission being point~d out 
in audit <March 1989 >, the: department 
stated i'n March 1991 that the turnover 
is quest).on had sinc·e been included in 
the turnover while finalising the 
assessment of 1984-85 ~ The assessment 
for 1984~ss was .fi~alised after the 

. I 

omission was pointed out in audit. 

Th.e case was reported to 
Government in March.1989. 

; 
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2.b Evasion of tax on import of goods 
from outside the State 

A-Under the State Act 

Under Section 28-A of the U.P. 
Sales Tax Act , 1948, where any dealer 
imposts goods from outside the State by 
rail, he shall not obtain delivery 
thereof unless he furnishes to the 
assessing officer a declaration in Form 
XXXI in duplicate duly filled in and 
signed by him, for endors~ment. In the 
event of violation of these provisions, 
the assessing authority mav direct that 
such dealer shall pay, by way of 
penalty, in addition to tax, a su~ not 
e:<c eed ing 40 per cent of the value of 
the goods involved. 

Q-4l 
(i) In Sales Tax Circle, Sardhana, 
Meerut, a Corporation of the Stat~ 

Gov ernment i mported store worth Rs. 
26.95 lakhs f rom outside the State by 
rai 1 during 1984-85 and obtained de'l i­
very thereof t.iJi thout getting Form XXXI 
endorsed by t he assessing officer. 
Penalty upto Rs . 10.78. lakhs could be 
i mposed for this offence, but was 
omitted to be imposed. 

On the omission being pointed out 
in audit <December 1989 >, the depart­
ment stated in March 1991 that penalty 
amounting to Rs. 10. 78 lakhs had sinc'e 
been imposed. 
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The case was reported to 
Gove r nment in December 1989. 

(?y>Cf ( (ii) In Sales Ta:< Circle, Sultanpur , 
two d eal er-s imported k i ran a and rope~ 

for Rs. 9.23 lakhs from outside th e 
State during the year 1982-83 by rai 1 
witho ut getting the declarations in ~ 

Form XXXI endorsed by the assessing 
.office r as required. The dealers were, 
therefore, liable to pay penalty upto 

. Rs. 3.69 lakhs, which was, howeve r , not 
imposed <August 19S7 and March 1988 ) . 

On the omission being poir:ited out 
i n audit (June 
stated <August 
amounting t o Rs. 
be e n imposed. 

1988 ), ' 
1989) 
1.52 

th~ department 
that penalty 

1 akhs had since 

The case \l1as reported to 
Gov ernment i n June 1989 ; 

~-2..~ (iii) In S a les Ta:< Circle , Aligarh, a 
dealer impor t ed ·ha r d ware, machinery and 
metal p o l i sh etc . wa r- t h Rs . 4.78 lakhs 
from o utside t he State dur ing the year 
1984-85 with o u t dee l ara t ion Form XXX I 
as no t i c e d fro m the report of Spec ial 
I nv e sti gati on B r anc h o f the d epartment. 
The de a l er wa ·-:; , t herefore, liable to 
pay p e na lty up tn Rs . 1.91 lakhs , but i t 
1.>Jas omi t t ed t a be imposed. · 

On th is be i ng. p o in t ed out i n aud i t 
<Fe brua ry 198'9! 1 the depar t ment 
i ntimated <Decemb t- r 1989) tha t on 
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further investi9~tion the estimat2d 
c6st of material imported by t he dealer 
as per Railway Receipts in his name, 
worked out to Rs. 26.71;J lakhs; on which 
penalty amounting to Rs.10 . 71 lakhs was 
imposed in the ex-parte order d ated 
2~th October 1989. The firm h aving been 
closed sinc_e long, the prospects of 
recovery are remot~ . 

The case was repor t ed t o 
Government in June 1989 ; their reply 
has not been received <Apr il 1991>. 

~-G 
<iv> In Sales .Tax Circle, Kanpur, . a 
de al~~ brougnt hQsi~ry goods f or 
Rs.2 .88 lakhs from _outside the State by 
rai l during 19B~-a4 and 1984-85 and 
obtained d ·e livery o f these g oods with -
out .gettint;i declar ation i n Form XXXI 
e ndorsed by · t h e as~essing officer. The 
deal e r was liable to pay p~nalty upto 
Rs. "1.15 lakbs, but i t wa s omi t t e d to 
be i mposed . 

On th~ ·omiss ion . being poi n ted o ut 
in aud i t <July 1989) , the depart~ent 
stated in November 1989 that p enalty 
amo unting to Rs. 1.15 lakhs had since 
b2en i mposed . · 

The ca~e was r eported · to 
Gove rnm~nt in July 1989~ 

< v ) In Sales Tax C i re l e, Baraut 
CMe erut >, deal ~ r imppt~ted raw m,aterial 
value.d at Rs .86., 0 3 2 d u r ing 1984- 8 5 f or 
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the manufacture of A.D.V.Rim and axle 
frqm outside the State without using 
declaration. The dealer was, _therefore, 
liable to pay penalty upto Rs . 34,412 
which was omitted ·to be imposed. 

The case was reported to the ,, 
department in February 1990 and to 
Government in March 1990; their repl i es 
hav~ not been received <April 1991). 

B. Under the Central Sales Tax Act 

Under Section 10 of the Central 
Sales Tax ~ct,1956, if a registered 
dealer, falsely represents when 
purchasing any class of goods from 
outside the State that gc:>ods of such 
class are covered by his certificate of 
re9istration 1 he shall be punis~able 
11;i !;h simple impris.onment which may 
extend to six months, or with fin'e, or 
with both; and when· the offence is a 
cont inu.ing offence, with a daily fine 
which may extend to fifty paise for 
every day during which the offence 
continues. Section 10-A of the Act ibid 
provides that in lieu of prosecution 
under section 10, the authority who 
granted . to him a certificate of regis­
tration m.ay impose upon ·him by way of 
penalty a sum not exceeding one and a 
half times the tax payable · on s ale · of 
such goods under section 8<2 > ibid. 

In 19 ~ ases, noticed in 12 
distr.icts pen'alty amounting to Rs.21.06 

,. 

.. 
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lakhs was Ievi abJe, but was omitted to 
be imposed by t he assess i~g officers 
wh i 1 e ma.king assessments, as indicated 
be !Olli: 

~I. Ci rcle Articles i1ported Assess1ent Aaount to 
Ho. con~erned years penalty 

involved 

3 5 
----.,---

ilil Agra hnnod loather 
and foaa 

1981-82 to Rs .32,438 b, ... 9 ~ 
1983-84 

Ii i.l • rubber sheets, interco11 1983-84 
and solution 

21il Bareill y corbond i-sulphide 1983-84 

(ii) 

3. Badaun 

caustic soda 

Iron and steel , electri- 1984-85 
cal goods & vther 
aiscellaneous goods 

hardwares, electrical 
goods, caustic soda 

1980-61 

Rs.29,370 ~ . /..)~ 

Rs.99,089 G-92_ 

Rs . 1. 14 lakhs 

Rs.1.61 Lakhs ~ -4> 

4. Dehradun electrfo 1otors, electric 1965-86 & Rs. ·16.038 c;. /SS­
co1ponen'ls and stainless 1966-87 
stell/coppar sheets and coi l 

5. Ghaziabad i ron ingo tsand bloo1s 1983-64 Rs. 89, 164 ~- 3"3 

6. Ghazipur P.Y.caps, not-bolts spare 1962-83 Ii Rs.1.04 1akhs 
parts, !ables, essence 1983-84 
stationary, fire clay etc. 
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diesel engines, 
elevators 

Tractor parts , diesel 
engines, 

Coal 

1981-82 Rs.8.01 lakhs 

1950-61 Rs.2.08 lakhs 

1982~83 49,89-0 ~ ; \/ liii). 

~ .. 18 (iV) I generating set ~ tools 1984-65 Rs.43,425 

(;. - ( 0 pullps , thenoaeters 1983-84 
cylinders, co1presso~~ 

R&.28, 100 

<; . \14 B!il Lucknow eiectrical goods & 
machinery pa.rt!i 

1983-84 & Rs.1. •4 Lakhs 
1984-85 

/' / _ (iii • 
\.!!) , t13 P. Y. C. cal: I es 1982-83 Rs. 63,945 

G .. I ~4 9. !lirzapur el;ic trical goods 

C:, . ~O 10. Horadabad printing ink 

G, · r b 11. Sitapur lubricants and rubber 
steets 

1963~84 Rs.9•,942 

1983-84 !. Rs. 39, 000 
1964-65 

1963-64 Rs .64,441 

12. Varanasi !!ethanol !llethyl alcohol I 1981-82 & Rs. 72,629 
1982-83 

Total Rs.21.05 la!hs 

On this b e ing pointed out in audit 
<between June 1988 to August 1990> 
demand for Rs. 16 .28 lakhs was raised 
in 16 cases out of which Rs. 1 .• 09 lakhs 
were recove r~d in two cases t i ll 

j 

• 

-... 
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De«;:~mber 19.90. Reply 
remaining tnree cases 
r eceivea <Apri~ 1991>. 

i n resp ect of 
has not been 

2.7.Ci) Application o f inc o r r ect rate 
o f ta):( 

<i> Under the U. P . Sa l e s 
1948,on turn~ver of sales o f 
tax was l e viable a.t the rate 
cent wi t~ effect f ~om 7 t h 
1981. 

Ta:< Act, 
lubricants 

of 8 p er 
Septemb e·r 

I n Sal e s Tax Circl e , Mugha lsarai ,~. Jlf, 
sales of l u b r icants dur ing t h e y ear 
1964-855 ~y a c orpo r ation c o ntro lled by 
C.en t r a. l Gove r nment we r e d e termi ned a t 
Rs. 2 0 l akhs and t a x on the abo ve s a les ' 
was l e v i e d at t h e rat e of 6 p er cen t 
instead o f at the c o rrec t rate of 8 p e r 
cent : App l i c ation o f the ~ncorrect ~at e 

res u l t ed i n u nd e r assessmen t o f tax 
amoun ting t o Rs . 4 0 , 000 a nd add i tion a .l 
t a x a moun ti n g to Rs. 8, 0 00. 

On th e om ission b eing po in t e d o u t 
i n aud i i <September 1989 ) th e depar t ­
men t stat e d (Jun e 1990 ) t ha t ass e ssment 
had s .i n c e been revised a nd a d d itional 
demand f o r Rs . 48,000 r a i sed <F e bru a.l'y 
1990) . 

The c a se was r epot ted to 
Go~ernm ent in January 1990 . 

(i i } 
1 9 48 , 

·. 

Under the U. P . Sa l e s 
o n t urn ove r o f gur ,. 

Tax 
ta>~ is 
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levia.ble at the rate of 8 pe r cent at 
the point of first purchase ~ith effect 
from 7th September 198 1 . 

In Sales fax Circle Mawana, 
Meerut, the first purchase of gur by a 
dealer, duri ng th e p er iod from 7th 
September 1981 to 31st March 19823, was 
dete r m.ined . <September 1983> at Rs. 20 
lakhs and tax was le vi ed at the rate of 
6 per cent, instead of at the correct 
rate of 8 per cent. Application of 
incorr ect rate led to underassessment 
of tax by Rs. 40,000 . 

On the omission being pointed out 
in a udit (Augus t i'989 >, the assessing 
officer revised <August 1989) the asse­
ssment and cr~ated an additional demand 
of Rs 40 ,000. 

The c~se • was reported to 
Governmen t in October 1989. 

(iii) Under the U.P. Sales Tax Act, 
1948, rate of tax on sale of u11classi-
fied · goods is 8 per cent with effect 
from 7 th September l981. 

In Sales Tax Ci r e l e, Varanasi, a 
deal e r so ld .imported and se lf manufac­
tured nylon and woollen hosiery for Rs. 
18.89 lakhs during t he years 1982-83 to 
1985-86 and tax on these sales was 
levied at the rate of 6 per cent. As 
ny lon and woollen hosiery are not 
classi fied, iax on the se sal es was 

i 

\ 
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l ev iab le at the r ate of B per cent. 
AQPl. i ~ation of tHe ihcorrect r~te 

resulted in short levy of tax amounting 
to Rs. 37,787. As the tax Nas admit­
tedly pay ab 1 e, i nterest at the rate of 
2 per cent per month was also 
chargeable upto the dat e of deposit. 

On t he omission being pointed out 
in audit <April 1988), the depar tment 
stated <March 1990>, that the 
assessment order had s i nce been revised 
and additional demand for Rs.37,787 
raised. Report on recovery of tax 
alongwith int~rest thereon has not been 
received. 

The 
Government 
July 1990. 

case was reported to 
in Apri 1 1988 and again in 

<iv> As per notification dated 31s~ Gj .Lt~ 
issued under t he U.P. August, 1979, 

Sales Tax Act, 
oi 1 inc lud i·ng 
leviable at the 
with effect from 

1948 , on sales of palm 
palmoline, tax was 
r at.e of 12 per cent 

1st September 1979. 

In Sales Tax Circle, Kanpur, 
turnover of sales of palm. oil by a 
dealer durir1g the year 1979-80 (after 
31st August 1979) were determined at 
Rs. 8.75 lakhs on the basis of informa-
tion rece ived from 
tion Branch of the 
was levied at the 
instead of at the 

Speci al Investiga­
department and tax 

rate of 8 per cent 
correct rate of 12 
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per cent. Application of incorrect rate 
of tax led to underassessment of tax by 
Rs. 35,000. 

- On the omission being poin t ed out 
in audit <November 1989 ) , the depart­
ment revised the assessment in October 
1990 and raise9 the additional demand 
for Rs. 35,000. 

The 
Government 
reply has 
1991) . 

case 
i n 
not 

was reported to 
November 1989; their 
b e en received <Ap ril 

< v) Under th e U .P: Sal es Tax Ac:t , 
1948, o n turnover pf sales of gas 
stoves, tax was leviable at the rate o f 
8 pe ;·• cent with effect from 7th 
S e ptember 1981 . 

In Sales Tax C i r cle , Luckn ow, a 
d e ale r sold gas stov e for Rs . 15 .08 
l a khs during 1985-86. Tax on these 
sales was lev ied at the rate o f 6 per 
c e nt instead of a.t the r ate of 8 p e r 
c e n t . App lication o f i ncor~ect rat e 
resulted i n under-assessment of tax 
amount ing to Rs . 33, 173 i nclud i ng 
additional tax. As t h e t a :< was a dmit­
tedly payab le , i nte r es t ·at t h e r a te o f 
2 P?r cent per mo nth wa s also 
c:h a.rgeab l e 'f r om · til e dea·1 e r u p t o th e 
da tt: o-f deposit. 

The case · was r eport ed 
· d e par-tment , ., Ma r 1.-h 1990 

to 
and 

the 
to 

• 
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Government in June 1990; their replies 
have not been received <April 1991). 

(vi) Under the U.P.Sales Tax Act, Gj .13 
1948~ on the turnover of sales of dry 
fruits tax was leviable at the rate of 
10 per cent with effect from 1st 
o'c:tober- 1985. Be~ides, where aggregate 
of gross turnover exceeds Rs. 10 la.khs 
addition a} tax at the rate of 5 per 
cent of the tax payable was leviable 
from 1st October 1983 to 31st October 
1985. From 1st Novem~er 1985, the 
additional tax is l~vi~ble at the rate 
of 10 per cent of tax payable i rres.­
pective of the aggregate. of turnover. 

In Sales Tax Circle, · Kanpur, on 
sales of dry fruits valuing Rs. 12.26 
lakhs made by a dealer during the 
period from 1st October 1985 to 31st 
March 1986, tax ~1as levied at the rate 
of 8 per cen~ inst~ad of at the correct 
rate of 10 per- cent. Application of 
incorrect rate resulted in short levy. 
of tax amounting tu Rs . 26~655 

including addition~! tax. 

Orf the omission being pointed out 
in audit. <November 198 9>, the depart­
ment stated iTI October 1990 th.at the 
assessment had since been revised and 
addi t .ional demand for Rs. 26,665 
raised. 
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The case was reported to 
Government in November 1989; reply ·has 
not been received <April 1991). 

< v i i ) Un de r the U • P • Sa 1 es Tax Ac t , 
194·8, on sales of bl'asswares, +.ax was 
leviable ~at the · rate of 8 per cent 
during the period from 7th September 
1981 " to 30th September 1985 at the 
point of sale by manufacturer or 
impor-ter . 

In Sales T?x Circle, Kanpur, a 
dealer sold self manufactured brass~ 

wares valuing Rs . 5.71 lakhs, during 
the year 1984-85 and tax on these sales 
was levied at the rate of 4 per cent 
instead of at ' the correct rate of 8 per 
cent. Application of ~ncorrect rate 
resulted in short levy of tax amounting 
to Rs . 22,835. 

On the Gmission being po inted out 
in the audit {July 1989) the department 
stated in February 1990 that the 
as:;sessment has since been revised and 
additional demand for Rs. 22836 raised . 

The case was 
Government in July 1989. 

reported 

G, .12,_ 2.B.A Irregular exemp t ions 

to 

(i) Under the Uttar Prad~sh Sales Tax 
Act, 1948 and Rules made thereunder, a 
registered dealer who wishes to 
purchase tax free goods l i ab 1 e to ta:~ 

, 

. 1 
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at the point of sale to consumer is 
required to furnish a d~claration in 
fbrm III-A to the selling dealer. 

It has been j~dicially held* that 
in case of defective declaration forms, 
the .transaction would not be entitled 
to tpx free or concessional r9.te of 
ta:<. 

In Sales Tax Circle, Kanpur , a 
deal er sold iron and stee 1 taiorth Rs. 
10 1.47 lakhs tax free against 
declaration Forms <III-A> during the 
year 1980-81. It '11aS noticed that 
declaration forms furnished were 
defective, in as much as the deta1ls of 
the officer issuing the forms and names 
and addresses of the purchasing dealers 
were not given. At the time of assess­
ment <March 1983 >, the de-feet i ve forms 
1.>1ere admitted and benefit of tax free 
sale was allowed . Allowing rel ief in 
tax on the basis of defective and 
incomplete declaration forms led to 
under assessment of tax amounting to 
Rs. 4. 06 l akh·s. 

On the o~ission being pointed out 
in audit {October 1983), the department 
stated <December 1989) that th'e matter 
i.ias examined and the declaration forms 
1.11ere found to be . forged and that the 
assessment has since been revised .and 

* State of Madras Vs Radio and 
Elect 1-ica3. Ltd <1'1~66) 1a S TC Z:: :~ <S . C . ) 
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add i tional demand for Rs. 4.06 lakhs 
raised. 

The case tiias reported 
Government in October 1983. 

to the 

( ii ) As pe1· Government notification 
dated lst Februa.ry 1985, turno ver of 
s ales o f tractofs from 1st February 
1985 om•1ards 1>1as to be exempted from 
le v y of ta x prov ided the tractors were 
sold at t he pr i ce prevai l ing on 31st 
December 1984. 

In Sales Ta x Circle, Bareilly, a 
dealer sold 8 tractors for Rs.5.31 
lakhs, during the period from 1st 
February 1985 to 31st March 1985. The 
sale price of these tractors was Rs. 
5.03 lakh s as on 31st 1984. As the 
tr~ctors wer e sold at higher sale price 
than that prevalent on 31st December 
1984, the dealer, according to th~ 

notification d a ted 1st February 1988, 
~as not entitled to exemption from levy 
of ta:<. At the time of assessment on 
14th Augus t 1987 , the dealer \11as, 
howe ver, granted exemption on these 
sales. Irregular grant of exemption led 
to non - levy of tax a mounting to Rs. 
35~558. As th e ta :< v.ias admittedly 
payable, interes t at the r-ate of 2 per 
c e n t 1.>;as also i::harg~able from the 
dealer upto t he date of deposit . 

in 
On the 
audit 

omi s si o n b eing pointed out 
<September 1988), the 

... 

) 

,, 

., 
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department stated <February 1989) that 
assessment had since been revised and 
demand for Rs •. 35,558 raised. Against 
this, a s um of· Rs . 13,500 had since 
been realised. 

The case was reported to 
Government in September 1988~ 

Ci.ii) As per departmental circular l$ .... 74 
dated 4th July 1988, new units 
esta~l i .shed on or after 1st October 
1982 were e~titled· to exemption from 
~evy of tax onJy in respect of sale of 
ttaose items which were indicated in the 
r~specti.Ye el i9 ibi l i .tY certificate. 

In Sales Tax Circle, Hapu~ , a 
d .ealer holding e 1 ig ib i 1 i ty cert i;f icate 
for t he manu·fac::ture of steel tub~s sold 
in,er alia rejected steel t ubes and 
iron scrap fc;>r -Rs. 6.07 lakhs during 
th ~ year 1984-85. Sales of the s e item~ 

were also exempted from levy of tax at 
the time of as3~ssment <31st January 
1989> . Irregular exemption led to under 
assessment of tax amounti~g tci Rs. 
24 ,306 . As the t ax was a~mittedly 

payable, the dealer was also liabl e to 
pay interest at t he rate of 2 per cen~ 
per month upto the dat~ of deposit. 

On the omission being pointed out 
i n audjt (July 1989>, the 
stated in October 199.0 'that 
had since been revised and 
d~mand for Rs. 49,392 

10-A.G.-10 

depa·rtment 
assessment 
additional 
C inciuding 
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interest> raised and realised <March 
1990). 

T~e case was reported to 
Government in ' July 1989. 

B. Irregular e~emption under Central 
Sales Tax Act ·# 

Under Sect ion 6 (2) of the Central 
Sales Tax act, 1956, in the case of 
inter State sales of goods effected by 
transfer of documents of title to goods 
during th~ir movement from one State to 
another, nQ tax is leviable subject to 
fulfillment of certain conditions. If 
the transfer of property in goods is 
made after the goods have reached the 
other Stat~s, tax at rates app.l icable 
to the State to which the goods have 
been tr·ansferred, are leviable 'on such 
transac,tion. 

<a> In Sales Tax Circle, Ghaziabad, a 
dealer entered into an agreement· with 
the Irrigation Department of Uttar 
Pradesh, for installation of pump $ets 
at sp~cified sites for which payment 
was t .o · .be mad~ to him after satisfac­
tory -installation ..,f the pump sets. The 
dealer purchased electric motors far · 
·Rs.17.91 lakhs during 1983-84 from 
outside thk' State and used the motors 
in the assembly of pump sets inst al led 
at the specified sites in the State ~ 

Th~ dealer showed the sale of the said 
electrical motors for Rs. 21.82 lakhs 

' 

• 
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as sale by transfer of documents of 
title to goods dµring their movement 
from one State to another and was 
al lowed exempt ... on treating the sale a~ 
subsequent sale under Se~tion 6 <2> of 
the .Central Sales Tax Act 1956. As the 
dealer continued to retain the owner­
ship of electric motors ~ill the date 
of installation, th~ trans~ction did 
not fall under subsequent sale. The 
transact ion was actually import of 
goods from outside the Sta~e, its 
utilisation in t-he manufacture of pump 
sets and then their sale to the 
I.rrigat ion department. The deal er was, 
therefore, liable to pay ta·x on the 
sale price of t~is part of the pumpset 
viz. Rs. 21.82 lakhs at the rate of 6 
per cent amounting . to Rs. 1.31 lakhs. 
Besides, surcharge at the rate of 5 p~r 
cent of tax payable from l<at October 
1983 was also leviable and interest at 
the r ate of 2 per cent per month on 
taxes so evaded and not paid was also 
recoverable f rom the dealer. 

The case. was reported to the 
department and Government in September 
1988; their reply has not been received 
in spite of reminders issued in July 
1990 ·and Octobe r 1990. 

(b) In Sales T ax Circle, 
dealer imported· hemp goods 
and sold the same during 

Kanpur, a 
from Nepal 

1981-82 for 
Rs. 3.93 lakhs tax-free to another 
dealer in the State by transfer of 

4-26 
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documents of title tb goods during 
their movement. As the purchases · were 
made from another country and were not 
inter State sales, the dealer was not 
entitled to e x emption from levy of tax . 
The irregular grant of e x e.mption led to 
under assessment of tax by Rs. 23,618. 

On th'e orrii ssion being pointed out 
in audit (June 1988>, tha department 
stated <September 1989) that the 
assessment had since been revised and 
additional demand for Rs. 23,618 
ra i sed. 

The case was reported to 
Government in June 1988. 

Application of incorrect rate of 
tax 

Under Section 8 of Central Sales 
Tax Ac t; 1 956 ., on i nter--State sale of 
non-declared goods not covered by 
pre~c ribed dec lara t ion forms, tax is 
leviab l e .a t the rate of 10 per cent or 
the r ate a pplicab le to sale or purchase 
of s uch good s with in th e State, 
whichever is h igher . 

In t h e Sales Tax Circle , Lucknow , 
sales o f magnesite, which is a non­
d eclared 9 o od, by a dealer dur ing the 
pe riod f rom 7th September 19.81 to 31st 
March 1982 were determi n ed at Rs.16 
l a khs (not covered by declaration Form 
·c· > and tax was l .evi ed <Octobe r 1988) 

) 
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at the r•te of 4 per cent instead of at 
the correct rate of i'o per c 'ent. The 
application of incorrect rate resulted 
in· short levy of tax amounting to Rs. 
96,000. 

On fhe omission being ~ointed out 
in audit (January i990>, the departm nt 
stated <April i991 > that assessmen t 
order had sinc:e 'been r e v ised and 
a.dditional demand for Rs.96,000 r aised" 

The case was r epo rted to 
Government in March 1990. 

D. Under assessment of 
Tax 

Cen t r a l Sal e s 

Gi-4G 
Under section 8 of the Cen tral 

·Sales Tax Act, 1956 , ori in t er-Stat e 
s a les of non-declared goods , n o t 
covered by .prescribed d e c larat iClns i n 
Form 'C ' or 'D ' t ax i s l eviable at the 
r a t e of 10 per cen t Qr i h e r a t e 
applicable to sale or .purchase o f such 
goods within t he S t a t e, wh ichever is 
h igh e r. 

In S a les Tax Circle , Bare il ly, 
inter- State sales of medic ine s made b y 
a de a ler during 1984-85 we re determi~~d 
at Rs. 20 lakhs. Although 'these sales 
were not supported .by p r ·esc ribed dec.la­
rations in Form 'C ' or . o··, ta:< was 
levied at the rate of 6 per cent 
instearf of at the · c orr ect rate of 10 
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per ce_nt. This resulted in short levy 
of tax amounting to Rs. 80,000~ 

On the omission being pointed out 
i n audit <Sep t ember 1989>, the 
department stated <February 1990) that ' 
assessment had since been revised 
<October 1989) ~nd additional demand 
for Rs. ao,OOO raised. 

The c ase was reported to 
Government in November 1989. 

2.9 Loss of revenue due to late issu~ 
of orders 

As has be~n judicially held*, raw 
coconut does not fall under t he classi­
ficat ion of fresh fruits ~nd as such on 
tur nover of sales of raw coconut tax 
was leviabl e a t the rate of 8 pPr cent 
appl icable to u nt: 1 ass if i ed items. The 
department issu ed a circular on 15th 
December 1988 t hat on sales of raw 
c oconut, ta x was t o be levied t r eating 
it as uncl ass i fi e d i tem. On 15th Decem­
ber 1989 Go vernment clar i fied that on 
sales earli e r t o 15th December 1988, 
tax be levied a n9 ~a i ved. 

*Supreme court decision case of 
Assistan t Commissioner, Madurai Vs . 
P . A. Jhi l lai chidambram Nadar , 1985 
U. P . T.C/14 
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In ·sales Tax Circle, Jhansi and 
Allahabad 4 dealers sold raw coconut 
for Rs. 69.20 lakhs during the year 
1984-85. The Sales were exempted from 
levy of tax <June, August 1988 and 
February 1989) treating raw coconut as 

f . f~esh fruit. Irregular exemption led to 
underassessment of tax amounting to Rs. 
5.53 lakhs. 

On the omission beinQ' pointed out 
• in audit (June 1989 and - April 1990>~ 

the department stated in July and 
August 1990 that assessments had sin~e 
been revised, and additional demand for 
Rs. 5 . 53 lakhs h~d been raised and 
ia1~i ved, in vie"' .of Government cl ari­
f ica tion d~ted 15th December 1989. The 
orders were issued 3 years after the 
j udicial pronouncement in 1985 and tax 
on sales of r aw coconut upto 14th 
December 1988 had to be waived. Thus, 
late issue of orders led to loss of 
revenue amount ing t o Rs . 5.5~ lakhs. 

The case s were 
Gbve r nment in Decembe r 
1990; t he ir r eply 
r ecei ved. 

reported to 
1989 a nd Ap ri l 

has not been 

2 . 10 . Non- levy of i n terest 

As per prov is i on in the U. P . S a les 
T a:< Rules·, 19 48, ev ery de a l e r, aggre­
gate of whose tur n o ver i n any asses s ­
ment y ear e xteeds Rs. 2 l akhs is 
req u i red to s ubm i t monthl y return 
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before the expiry of . the next succee­
ding month alongwi th treasury · chal lan 
for the ~mount deposited or cheque or 
bank draft. Tax admittedly payable by a 
deal e.r, if not deposited by the due 
date, shall ~ttract in t erest at the 
rate of 2. per cent per month on t .t,i e 
unpaid amount with eff~ct from the d ay 
immediately folla~ing th e las t date 
prescribed . Tax arjmitted l y payable 
means the tax with is payable unde r t he 
Act on the turnover, as d isclosed i n 
the· accounts ma i_ntained by the dealer 
or adm i tted by him· in a ny re t u rn or 
proceed ings u nder the Act. 

(i) I n the Sales •Tax Circle, 
Haldwani, a Di vision of Forest d epart­
ment sold t i mber fQr Rs. 18 4 lakhs in 
August 1983 and realised tax amounting 
to Rs . 25.38 lakhs on 8th Septemb er 
1983. The forest division , however, 
deposited tax amounting to Rs. 13. 12 
lakhs · on 1st February 1984 and Rs. 
12.26 l akh s on 21st F eb r u ary 1984 
respective ly into the Governme nt 
tr~asury a l though the amount was 
required to be deposited by 30th 
Septe mber 1983 as per provisions i n the 
Rµles. The division was, therefore, 
liable to pay i n te res t amounting to Rs . 
2.19 la~hs for belated payment of t ax 
which "Jas omi t ted to be 1 e v ied , wh,i le 
making assessment for 1983-84 in March 
1988. 

• 

) 

" 
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On the omission being pointed out 
in au.di t (June 1988), the departm·ent 
stated (January 1990) that demand for 
Rs. 2.17 lakhs had since been raised 
(after adjusting Rs. 2,090 due to the 
division for 1982-8 3 ). 

The matter was repor.ted to 
Governmen t in June 1988. 

Cii) In Sales Tax Circle, Agra , ta x 
for . the period September 1984 to 
February 1985 was depos i ted late by a 
dealer by 2 months to 6 0 months. He 
was, therefore, 1 i·ab l .e to p ay interest 
amounting to Rs. 90 ,310 at the ~a t.e of 
2 per. c ent per m~nth. The intere~t was , 
however, nbt charged. 

On the omission bein~ pointed out 
in audit July 1989·, t he depa r. tmen t 
s~ated <F ebruar y 1990) that demand for 
Rs. 9 0,310 an accoun t 
since been raised. 

o f i nterest had 

case 
in 

. I 
not 

was r eported to 
their 

<April 
Sept embe r 1989; 

been recei v ed 

G-11.b 

The 
Government 
repl.y h as 
1991). 

Q-·12; 
(iii> ~ Sa l es Tax Circ le, Banda,. -a 
Divis-ion uf t he Forest department sold 
timber etc. +~r R~ . 70.83 lakhs · i n the 
month o f Septembe !" ~.983 o n whi ch .tax 
amountihg . . t o 8's. 8.53 lakhs was levied .· 
Out o f · thj.s ~s . 2i ,085 were d e posited 
by the Division i n J anuary 1984 an~ 
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Rs. 6.01 lakhs in March 1984. The 
department was, therefore, liable to 
pay interest amounting to Rs. 61,31 0 
which was omitted to be charged. 

On the~ omission being pointed out 
in audit <September 1989), the depart­
ment stated (March 1990) that demand on 
account of interest amounting to Rs. 
61,310 had since b~en raised. 

The case was r~ported to 
Government in April . 1990. 

<iv> In Sales Ta:< Circle, Kanpur , a 
dealer sold wax for Rs. 7.96 lakhs 
during 1979-80 on ~ihich ta:< amounting 
to Rs. 63,651 Cat the rate of 8 per 
cent> was levied <February 1984>. The 
dealer instead of depositing the tax 
alongwith monthly r eturns on due dates 
depos i ted it on 31st Marc:h 1983. 
Interest on ~elated payme nt of tax 
worked out to Rs. 51,041 which was 
omitted to be charged . 

On the omiss ion being p oin ted out 
ir. audit <March 1986), the department 
stated in October 1990 that demand for 
Rs. 51 ,000 had ~inc e been ra i s ed pn 
account of interest and Rs. 47,833 
realised. 

The c ase was rep·o r ted to 
Government in May i 9 8 6. 

.. 
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(v) During the audit of the office of 
the Assistant ~ommissioner <Assessment) 
Sales Tax, Kanpu r it was noticed that a 
Corporation Ott.med by Government of 
India sold metal etc. for Rs . 324 lakhs 
against decl aration Forms III-B during 
the year 1984-85. Out of this, III-B 
=arms against sales of Rs .17.55 lakhs 
1>1ere incomplete and lt-Je re not accepted 
in the ass essment. The Corporation 
consequently a dmitted the tax liability 
on t his ~mount and deposited tax inclu­
ding additional tax amounting to Rs . 
36,854 on 31s t January 1989. The Corpo­
ration was also liable to pay interest 
amounti ng to Rs . 36,238 for different 
periods betwe e n September 1984 to 
Janu ary 1989 1>1hi c h was omitted to be 
char~J ed . 

On the omission being po i nted out 
in audit <November 19 89) , the depart­
ment stated ( July 1990) , ·;;ha t in t erest, 
a moun t inc; to Rs. 3 6, 2 38 had s _i n c e been 
depos ited b y Corpor a tion in J anuary 
1990 . 

The mat t er was r eported t o 
Government in November 1 989. 

2.11.A. Non-l e v y of p u r cha se tax 

Unde r sec t ion 3 AAAA o f t h e U.P . 
S al es tax Ac t, 19 48, where any g oods 
li a b l e t o tax a t the point of s al e to 
c o n s u mers are s o l d to a dea l er but i n 

· vi e w of the p rov .i s ions o f the Act , n o 
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tax is payable · by the seller and the 
purchas i ng dealer does not resell such 
g oods within the State or ' in the course 
o f in t er-State trade or commerce in the 
same form and condition in which he had 
p u:--ch ased t hem, the purchasing ~eal e r 
shall b e liable to pay tax o n such 
purchases at the ra t e at tolhich ta :< is 
l evi able on sales of such goods to the 
consumers within the Sta te. 

(i) In Sales Ta:< Circlet Kanpur, a 
d ealer purchased dressed leather for 
Rs. 2 47 lakhs tax ·free on t he strength 
o f declar ation in Fo rm II I-A during the 
year 1983-84 to 19 86-87 withou~ payment 
of tax. He man~f ac tured " shoe upp erH 
out of it and sold the same to a 
company . As th e . dealer did not resell 
th e d r ess ed lea th e r in the same form 
and c ond ition in ti1h ich it was purcha­
sed, the dealer . was liab le to pay 
pu rch a s e ta x amounting t o Rs. 9.89 
l akhs at the ra-te of 4 per cent which 
was omi tt ed t o be levied at the t ime of 
a ssessments during October 1987, 
January 1988, October 1988 and Febru ary 
1989 . 

The case was reported t o the 
d e par.tment . ano Govern men t in Oc tobe r 
1989; t h ei r repl ies have no t been 
recei ved <Ap r i l 1991). 

a. :1n (ii) Sec t i-pf1 3-G of t he U.P. Sales Tax 
Act , 19.48 prov i des for levy .of tax a t 
conc~ssional r~t~ qf 4 per cent on 

•· 

\ 
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sales <supported by prescribed declara­
tions> made to ~epartments . of Central 
or State Gover~ments or company or 
corporation or undertaking owned or. 
controlled by Central or State 
Government provi~ed the .goods are no~ 

resol'd or used in manufacture or 
packing c;>f any . goods for :sate. In case 
of breach of . these ·conditions, the 
department, company or corporation 
sh~i 1 be 1 iabie to pay purchase tax 
equ~l to · the difference between the tax 
leviable and the tax at concessional 
rate pa.id on suc.h goods. 

In Sales T.ax ·~ircle, Mora~abad, a 
Corporation owne<;t by State Government 
purchased electr~cal goods, ET cranes 
an·d chil!l,hey etc. for Rs. 7 .69 lakn.s du­
t'ing 1982-83 a·t the concessional rate 
of tax on the s~rength of declaration 
in Form I I I-D and used th.e same in the 
manufacture.. of goods. The Corporation. 
was, therefore, liable to pay purchase 
tax amounting to Rs.44,895 which was 
omitted to be levied. 

On the omission being poi~ted out 
in aud i t <January 1989>, the department 
$tated in January 1990 that additional 
demand fo.r Rs. 44,896 had since been 
raised and realised. 

Th~ .case was reported to 
Government in January 1989. 
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Ci.ii> In Sales Tax Circle, Kanpur, a 
dealer sold foam for Rs. 3.19 lakhs 
during the year 1983-84 Cup to 10th 
October 1983 > to a Corporat.ion of the 
State Government .against declaration in 
Form I I I-D at the concessional rate of 
4 per cent. The foam was used by the 
Corporation in the manufacture of seats 
of buses . 'As such the Corporation was 
liable to pay purchase tax amounting to 
Rs. 25,498 which was omitted to be 
levied. 

On the omission being pointed out. 
in audit <Apri 1 1988>, the department 
stated <March 1990) that assessment had 
since been revised and additional 
d .emand for Rs.25,498 raised <November 
1989) against the Corporation, 

The case was reported to 
Government in June ·1989. 

2.11 .• B. Non-levy of additional tax 

Unde·r Section 3E(3) of the U.P. 
Sales Ta!< Act, 1948, additional tax at 
the rate of 10 per c::ent of · the tax is 

' 

leviable with ef .f~ct from 1st November 4 

1985. 

G-72 (i) In Sales Tax Circle, 
Kannauj, turnover of sales of perfumes 
and sandal oil by a dealer during the 
period from 1st November 1985 to 31st 
March 1986 was determined <September 
1988) at Rs. 30 lakhs and tax amounting 
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to Rs.3.60 'lakhs was levied. Additional 
tax at the rate of 10 per cent 
amounting to Rs. 36,000 was also 
leviable on these sales, which ':"as, 
however, omitted to be levied. 

On this being pointed out by audit 
in October 1989, the Sales Tax Officer 
raised the additional demand for 
Rs.34,000 in October 1989 itself. 

The case 
department and 
1989. 

was reported 
Government in 

to the 
December 

~- 129 
<ii) With effect from 1st October 
1983, . every dealer with aggregate 
turnover e:<ceeding Rupees ten lakhs in 
any assessment year, is liable to pay 
in addition to the tax pay ab 1 e under 
the provisions of the Sales Tax Act 
1948, an additional tax calculated at 
the rate of 5 per ·cent of tax payable 
by him. _ 

In Sales Tax Circle, Allahabad, 
the turnover of a deal~r in . respect ·of 
Indian Made Foreign Lfquor <IMFL> 
during the year 1983-84 was determined 
at Rs.50 lakhs and tax amounting to 
Rs.13 lakhs was levied. Additional tax 
on sales from 1st October 1983 to 31st 
March 1984 amounting to Rs.32,.500 was 
omitted to be levied. 

On the omission being pointed out 
in audit <April 1989) ' · the department 
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stated <October 1989> that 
ta:< amounting to ~s.32,500 

been levied. 

additional 
had since 

The case was reporJed to the 
Government in February 1990; their 
reply has not been received • 

. 
2.12. Affording credit in excess of 

actual deposit 

{;,-38 Ci> In Sales Tax Circle, Kanpur, tax 
liability against a dealer for the 
assessment year 1984-85 was assessed 
<September 1987> at Rs. 9,69,993 and a 
demand for Rs. 5,553 was raised after 
allowing cre dit for Rs.9,64,440 towards 
ta:< stated to have been deposited by 
the dealer, lt was, ho~ever, noticed 
dur ~ng audit that a sum of B 69596 
sho1.a1n t o have been deposited by the 
dealer in Feb ruary 198~ which was not 
actual ly deposited by him. This 
resulted in raising of short demand by 
Rs. 69,596s As the tax was admittedly 
payable, interest at the rate of 2 per 
cent per month was also chargeable from 
21st March 1985 up to the date of 
deposit . 

On the omission being pointed out 
in audit Ct\ugust 1988), the department 
stated <August 1990) that additional 
demand f or Rs. 69,596 had been l'aised 
( Decembe r 1988) and realised. Report on 
r~alisation of inte rest is awaited 
<April 1991). 

' 
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The case was repo"rted to · 
Government in April 1990. 

Cii) In Sale~ Tax Ci'rcle, Kanpur, t a:< 
liability a~a i nst a dealer on the sales 
of bitumenised jute bags and high 
density polyth ene woven fa~rics and 
bags for, Rs. 1.13 crores during the 
year 1983-84 taias determined <October 
1987> at Rs. 4 , 85,276 and a demand for 
Rs.63,153 was raised <October 1987) 
_after ailowing . cred'it for Rs.4,22,123 
t6wards tax deposited by the dealer. It 
was, however , noticed during audit 
that the total tax deposited by the 
dealer actually worked · out to Rs. 
4,02,123 and not Rs. 4,22,123. This 
resulted in affording credit of Rs. 
20,000 in e:<cess of the actual depo­
sits. As the tax was admittedly 
payable, inte .rest at the rate of 2 per 
cent per month was also chargeable from 
t he dealer . 

On t h e omission being pointed out 
in audit <March 1989 > ,_ the department 
s tated <October 1989). th a ·t assessment 
had since been revised and. ·additional 
demand for Rs. 2o, 000 r aised and 
re a lised . (June 1989). Report on 
rea l isation of the amount of interP.st 
has not been received <April 1991>. 

The 
Government 

case 
<March 

was reported 
1989); their 

has not been r ecei ved. 
10- A.G. -ll 

to 
reply 

tl-2~ 



.. CHAPTER-3 

STATE EXCISE 

Gr 1<1b3.1 Results of Audit 

Test check of the accounts and 
records of the State Excise Offices, 
conducted in audit during the year 
1989-90 rdvealed non-levy or short levy 
of duties and fees amounting to Rs. 
106.78 lakhs in 78 cases which broadly 
fall under the following categories: 

Number Amount 
of I In lakhs 

cases of rupees> 

1. ~on-Verification of 10 47.4 
Transit passes 

2 . Non-Collection or 7 41. 9 
Short collectio~ of 
licence fee 

3. Non-levy or short 11 6 . 6 
levy of duty on was-
tage of spirit/excess 
strength 

4. Non-levy of interest 10 3.2 

5. Non- realisation of 6 0.55 
composition fee 

(162) 
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6. Ot her irregularities 34 6.93 

TOTAL 76 106.76 

A few important cases noticed 
dur ing 1989-90 and earlier years·, are 
mentioned in t he succeeding paragraphs. 

3 .2 Non-observance of rul•es in reali­
sation of licence fee 

Under the _U.P.Excise Act, 1910 and 
the r-ul es made thereunder, l icenct! fee 
f or the retail vend of country spirit 
and Indian Made Foreign· Liquor, under 
the auc tion system, is fixed by public 
auction and licence is generally 
granted to the highest bidder. A 
successful ·bidder is required to depo­
sit one-six th of the licence fee in 
cash immediately on the con~lusion of 
the auction as security and one-twelfth 
toiithin ten days of the auction, either 
in cash or in Fixed Deposit Receirts 
obtained from a Scheduled Bank or in 
the form of Bank guarantee val id ti 11 
the fi.nal set t lement of all claims and 
dues of the Govef"'nment in respect of 
the auctioned s hop Cs). Th~ 1 icence fee 
is payable in e q ual instalments as are 
specified in th e licenc~ by 20th ~ay of 
each month. In the even t of default in 
making the advan c e deposit, and also, 
if the d .efaul t i n payment of monthly 
instalments equals or exceeds th~ adva­
nce deposit, the licence is required to 
be cancelled and t h e loss, if any 
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suffered on reau~tion of shop<s> is 
recoverable fr om ~he defaulter. 

G.52 Ca> In Unnao district, for the year 
1 9 87-88 , f our Indian made forei9n 
l iquor shop s were settled individually 
b y auction o n 20th march 1987 for total 
sum ·o"f Rs . lB. 71 lakhs i n favour of one 
and the same person. The s uccessful 
bidd er deposited Rs 3.12 lakhs in 
advanc e as security <one-sixth of the 
bid money> but defaulted in depositing 
Rs. 1.5 6 lakhs toward s one twelfth of 
the amount of the bid either in cash or 
i n the form of Fixed Deposi t Receipt/ 
Bank 9uarantee. As, p~r rules, ~he shop~ 
were requ :i. red to be re auct i oned but it 
was not done and licence was issu~d in 
favour of th e d e faultin~ bidder. The 
l icensee paid monthly instalments in 
r e s pect of t wo shops at Sadar u p t o only 
July 1987 and Augu~t 1987 r espectively 
and i n respec t of the remaining two 
shop s in Nawabg anj and Bangarmau upto 
S ei:t emb er 1987 . Thereaf ter payment of 
month ly instalments was no t made in 
r esp ec t o f any of the s hops . The 
licences thereof we r e requi red to b e 
cancell ed a nd shops reauct ion~d 

immedia t ely , a f te r t he default amount 
of mon th l y insta lments exceeded the 
advance deposit. The · cance llation of 
the licences for the 4 shops was 
hoiasever d on 2 onl y o n 3rd February 1988 
i . e. after a delay of more than fou r 
months. As a r esu lt, the licensee 
con t inued t o run the shops till 2nd 
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February 1988 without payment of 
1 icence · fee. The shops were run on a 
daily basis from 4th February to 6th 
February 1988. fetching a revenue o f Rs. 
16,608 and were reauctioned on 6th 
February 1988 for a total licence f 'ee 
of Rs. 2.96 lakhs. The del~y in r e­
auction resulted ' in loss· of reven ue 
amounting to Rs .6.48 lakhs , b u t the 
same was not recov e red from t~e 

defaulting 1 icensee, as provided unde.r 
the rule. 

The mat t er was reported to the 
d epartment in November 1988 and to 
Go vernment in May 1990; thEir rep l i es 
h~ve ~ot been re~eiv~d <Apri l 1991) 

~. 12\ 
<b> In Pratapgarh district , the lice n ce 
fee of the country spi r it shops o f city 
group for t he year 1986-87 was .settl e d 
by pub 1 ic auction on t he accepted bid 
of, Rs. 7 .26 laktis. The 1 icensees paid 
one-·sixth pf the licence fee amounti,ng 
to Rs.1 .. 21 lakhs t h.rough a bank draft 
dated 5th March 1.986 payable a t th~ 
State qank of India, Pratap9ar.h. It 
was, howe.ver, noticed in aud it <Dece­
mber 1989 ) that the amount of the bank 
dra.ft ha:d not been brought · into the 
account 9f the Government even after a 
1 apse of mQr.e ·than four years . / 

In Decemt>er 1989, the department 
stat~d ·that the bank draft had b~en 
encash~d by the State Bank of India but 
t1cco.rding to ·the Treasury· Officer this 
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amount was not traceable in the 
treasury's accounts for which cor.res­
pondence wi th the State Bank of India, 
Pratapgarh was continuing since 1986. 
The fact, however, remains that the 
amount has not been accounted for under 
the rele~ant.head so far <April 1991). 

The matter was reported to the 
department in April 1990 and t o 
Government in July 1990; their replies 
have not been received <April 1991). 

~.3 Irre9ular refund of licence fee 

Under the U.P. Excise Acto; 1910 
and the rules made th e reund~r, (as 
amended from time to time», no excise 
shops of any intoxicants shall be kept 
open on 26th Janu'ary, 15th August, 2nd 
October, 1st and 7th day of every month 
and any other thre2 days of a ye ar as 
decl ared by the Co l lector in h is 
district. No comp~nsation on account of 
such closures of shops is admi~sible to 
the licensee. The Coll~ctor is also 
empowered to order closing of ~ny shop 
for such tim~ or ~or such period as he 
may deem necessary in the interest of 
proper maintenance of law and order in 
the distric t . In such cases, the 
lic~nsee <s> may be compensated for 
such closures of shops b y way of refund 
of proportionate licence tee. 

<a> At 
1989) 

Aligarh, it was no t iced <August 
that four count r y liquor shops 

. , 

' ~. 
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<Khair ~dda, Gudari Bazar, Serai 
Bataria and ' Rasool Ganj) and six Indian 
Made Foreign Liquor shops <Sarai 
Rehman, Ka~&a1arigan~, Khirnigate, .Rasoo­
lganj, Railway Road No. 1 and No. 2) 
were ordered to be closed by the 
Collector for fifteen days .and thirty 
seven hours during the period .from 10th 
October 1988 to 2nd November 1988 in 
connect ion &a1i th the maintenance of law 

(' and order. In this period of closure, 
three days and four hours for which no 
amount of compensation was payable wer~ 
also included. The l icensees were hence 
entitled for refund of licence fee for 
12 days and thirty three hours only 
which amounted to Rs 5~10 

1

lakhs . 
However, Rs 6. 23 1 akhs &a1as al lowed as 
refund for the entire period of closure 
(15 days thirty seven hours>, which 
resulted i n irregular re fund of ·Rs 1.1~ 
lakhs. 

The matter was reported to the 
depa·rtment and Government in September 
1989; their replies have not been 
received <Ap~il 1991) 

Cb> In case of auction of shop s of 
Moradabdd district for the year 198.1-
8 2, F ri day of e ach week was notified as 
closed day as one of the conditions of 
auction a nd for. such closures no 
compensat ion was permissible . Further 
the Collector ordered to close the 
following excise shops of the district , 

~ .54 
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for the preservation of public peace, 
for the periods noted against each: 

Ci) Maqbara country 
from 4th April 1981 
1981 (46 days> 

liquor 
to 26th 

shop 
May 

Cii>All e xcise shops of the 
district· from 25 th July 1981 to 4th 
August 1981 <11 days> 

Ciii) Al l e xci~e - shops of Moradabad 
city on the o ccasion of Dussehra 
and Id, f rom 7th October 1981 to 
10th October 1981 <4 days>. 

The a f f ected 1 icensees claimed 
compensation for c losed days i ncluding 
Fridays, and refund of proportionate 
licenc.:e fee amoun t i ng to Rs.4. 0 6 lakhs 
was made for all clos ed days, even 
including F. rid a ys, which was irregular . 
The irregu lar inc l us i on of Fridays fo r 
th e purpose of r efund of l i cence fees 
resul t ed in e xcess r efund of Rs . 58,443. 

G, ·S-L.J Cc ) Similarly ., i n the d i strict of 
Al igarh <U .P . >, country liquor and 
foreign liquor shops r e mained closed as 
per the orders of th e Collector for 
preservation o f puql ic peace from 20th 
March 1982 to 30th March 1982 , Cl l 
days> and f ram 20~h March 1982 to 28th 
March 1982~ c9 · days> resp ective l y. The 
l i cense e cl aimed c ompensation for the 
~ame, and an amount of Rs. 87 , 568 be i ng 
the p r oportiona t e a mount of licence fee 

, 
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for close~ . days~ •xcluding the notified 
closed days was refunded . On represen ­
tation by 1;he L~censees for payment of 
compensation +or all the days includ i ng 
notified days o n which the shops 
remained closed as per the condi tion of 
licence , a sum of Rs. 32 ,947 being th.e 
proport:!oi:tat-e· amount of licence fee in 
respect o f such. clos~d days was also 
refunde d, wh ich was irregular. 

On these irregularities b e ing 
pointed o ut i n audit (June 19 83 and 
Aµgust 1983>, t he Excise Commi s sioner 
st,ated <Octobef' f 989-) t h at i n r e spect_ 
of . -the case of Hora d ab ad the e xcess 
r _efund of Rs.58,_4'43 h a s b e e n re:-al isedD 
R·eply · ir\ . case of Aligarh distric.: t h as 
not beeP, received <~pri l 199 1). 

The matter. was rep o r ted _ to 
Government i n May 1~84 ; thei r r e p ly has 
not been received <Apri l 1991 ) ft 

c.;. 149 
3.4 · Under assessoent o f cut y due to 

non~adoption of actua l s t ren gth of 
Indi~n Made f oreign liq u or 

Un~er the U.P .Excise Ac t , 1910 and 
~he rules made th~ reunder, read with 
the U. P,Bott l ing of For eign Liquor , 
Rules 1969 • the sale s t ren9th pre­
scribed f9r whi~ky, brandy, rum and gin 
a r e th e apparent s t r ength of spirit as 
indicate d by the hydrometer after the 
addition of .th~· colouring a nd flavour -­
ing triat'~rial. The. strength so indicated 
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is to be mentioned on the labels to be 
affixed on the sealed and capsuled 
bottles. Th~ minimum strength for · issue 
of whisky, brandy and rum is 250 
U.P.<i.e. 42.8 pe~ cent by volume> and 
for gin i t is 350 U.P . (i.e. ~7.1 per 
cent by volume> . A margin upto 10 below 
the · prescrib0ed strength <i.e. 0 .59 per 
cent by volume) i~, however, allowable 
under the rules. The duty is chargeable 
per litre of alcohol contai-ned in 
Indian made fore~gn liquor in sealed 
and capsul ed bot.ties. 

A dist il lery · at Saharanpur 
expar.ted to Delhi, during the period 
from 11th ~eptember 1988 to 28th 
October 1989, 6,45,342.40 alcoholic 
litres <A.L.) of rum valuing Rs - 258.14 
lakhs in sealed and capsul~d ,bottles 
with the .strength as prescribed by t he 
Delhi Administration viz . 20 . ·s per cent 
by volume as indicated in the 1 abe ls. 
However, the actual apparent strength 
of · rum after addition of colourin~ and 
flavouring material~ as indicated by 
the Hydrometer was between 28.6 ·per 
cent to 28. 7 per cent by volume which 
e~ceeded the presc ribed strength by 0.1 
per cent to 0.2 per cent by volume in 
di f ferent cases. The excise duty was 
lev i ed on the basis of mi nimum pre­
scribed strength as i nd i c ated o n the 
labels instead of on t h e actua l appar­
ent st r ength indicated by t he Hydrome­
ter., computed . on whic h bas i s, the 
q u ant ity o f rum exported a ctually 

, 

.. 
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worked out to · 6,S5,648.l A.L. instead 
of 6,45,342.4 A.L ·. as per label. This 
resulted in under assessment of duty on · 
10305 ~ 7 A . l • @ Rs 40 I - per A. L • 
amounting to Rs 4.12 lakhs. 

The matter was reported to Gover­
nment in May 1990; their rep)y has not 
been received. <April 1991> . 

3.5 Non-realisation of duty in .respect 
of 1 iqU.or covered by passes 
r ·emaining unvari fied. G, --' ~ 

Under the U.P.Excise ~ct. , 1910 . and 
the rules framed there.under, read with 
o rders issued by the Exci•~ Commis­
sioner, U. P., Allahabad, a distiller 
.is held responsible for payment of 
prescribed duty on Indian made foreign 
liquor issued against passes under 
bond, if the same are not received back 
duly verified from the Excise authori­
ties of the destination st~tion. If 
duly verified passes ar.e not received 
within 90 days from the date of issue, 
duty is cha~ged from the exporter as 
per terms of the export order. 

A distil lery at Ghaziabad issued 9 
passes under bond b etween October 1984 
and May 1988, whi ch were not received 
back duly ver i fied from the respective 
Excise authorities at the destination 
e ven though the prescribed period of 90 
days had el a psed long back. The 
department had ·no.t t aken any s t eps t o 
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realise the duty in respect of quantity 
covered by these passes. The I.M.F.L. 
issu.ed under these passes involved duty 
amounting to Rs 7.77 lakhs. 

On the omission being pointed out 
in audit <August 1988), the department 
intimated • <February 1989> that saven 
passes have since been received ·back 
duly verified and duty amoun ting to Rs 
2 . 28 lakhs involved in the remaining 
two passes issued in October 1984 and 
Augus t 1987 has been re=overed in 
September 1988 through ad justmen~ f r o m 
dist iller's ad vance account. 

The case was 
ment i n May 1990. 

report.ed to Gov ern­
~~ 

3.6 Non-levy of excise duty on transi t 
losses 

Under the U.P. Exc i se Act, 1910 
Pead with the Uttar Pradesh Issue of 
Spirit from Distilleries Rules, 1910 as 
amended from ·t ime -to t imP., when spirit 
is transpor1tad or exported under bond 
i n wooden c asks or metal vessels, 
actual trans i t loss Cdue to leakage, 
evaporatio n or other unavoidable 
causes ) up t o 0 ~ 5 per cent, cal·culated 
on the quanti ty contained in each cask 
cir metal v esse 1, is perm i ·ssib le. In 
case the wa stage exceeds this limit, 
the person exec uting the bond shall be 
directed to p ay e xcise duty on e xcess 
was t age at the highest rate of duty 

' 
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l:ev-iable. on such spirit in the State. 
The rules do not provi~e for any 
allowance for loss in transit of spirit 
transported or exported in sealed 
bottles/poly packs in which the 

• 

product~ are ultimately sold. 
Gf-59 

(a) At Saraya Distill~ry, in 
Gorakhpur, ·it was noticed <August 1989> 
that ·between Apr.il, 1988 and December 
1988, t~ansi t ·losses to the extent of 
9134.8 A.L. c;>f spiced country spirit, 
sent under bond in sealed bottles w~re 
indicated in 351 passes received back 
after due verification at the 
destination. station-. Excise duty 
leviable on such wastage amounted to 
Rs. 3.30 lakh~. w~ich was not levied. 

On being pointed out in audit in 
Sep~ember 1.988, the Depu·ty Commissioner 
in charge of Gorakhpur region issued 
orders for recovery jn August 1990 
which was deposited.by the distiller in 
September 1990. 

The matter was 
Government in May 1990 • 

reported to 

G -I'll> (b) It was noticed in audit tha~ no 
e xcise duty was levied and realised· in 
respect of transit losses of < i > 
3,920.7 alcohol\c litres of country 
spirit transported from a distille·ry at 
Nawabgan j <District · Gonda> to the 
bonded warehouses at Lucknow, Gonda, 
and Faizabad during the period from 
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July 1988 to December 1989 <iiJ 653.55 
alcoholic litres of country spirit 
transported from a distillery at 
Nandganj <District Ghazipur> to t,,e 
bonded warehouses at Ghazip.ur, 
Varanasi, Mi rzapur and .Jaunpur during 
the perfod March 1983 and March 1988 to 
April 1999 Ci ii> 447~51 alcoholic 
litres of Indian made foreign liquor 
transported/exported from the disti-
11 ery at Nawabganj <District Ganda> to 
the various. Canteen stores Department 
outlets in the Sta~e, during the period 
from March · 1987 to October 1989 ·in 
sealed bottles/poly packs. The total 
dut·y leviable amounted to Rs. 1.61 
lakhs. 

The matter was reported to the 
department . in May 1990 and to 
Govern~ent in 1990; their replies h~ve 
not been received <Apr i l 1991). 

<c> In a distillery at Majhola 
<District Pilibit>·, on transit losses 
at 905.1 alcohol ic litres of spiced 
country spirit transported in sealed 
bottles (in 65 consi gnment~> under bond 
to the various bonded warehouses in the 
dist~icts of Lakhimpur Kheri, Pil i bhit , 
Allahabad · ~nd Sultanpur between July 
1988 and January 1989, no duty was 
levied and realised by the department 
on such wastage. This resulted · in loss 
of revenue amounting to Rs. 27,660. 

.Jl 
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The m~tter was . reported to the 
department in September 1989 and to 
Government in May· .1990; t'1eir replies 
have not b .een received <Apri.l 1991 >. 

.. 

3. 7 .Non-levy .of- excise du~y an excess 
la·sses during bottling and ~torage GJ-'- 0 

Under the u.P.Excise Act, 1910 and 
the rules mad~ thereunder, as amended 
from time to time, where the quantity 
of beer in a brewery is found less than 
that shown in tt1e st'.ock account and the 
shortfall exceeds ten .Per c~nt of the 
stock account <allowance to that extent 
being made to cover losses due to 
evaporation, sullage and other canting--· 
encies within the brewery, and also. to 
cover losses in bottling and storage>, 
additional excise duty shall be levied 
at the rate of one tit•ndred per cent of 
ordinary rate· of duty over and above 
the normal .. duty in respect .of such 
shortage, as exceeds ten per cent over 
and ~bove the ordinary rate. 

I~ a brewery at Lucknow, it was 
no~iced <August 1988> that, over and 
above the maximum allowable limit of 
ten per cent, 13,446.4 bulk litres of 
begr was found less due to bottling . and 
storage losses etc. during the months 
of May and June 1988. On these s~orta­
ges, excise duty, including additional 
excise duty, was leviable at the rate 
of Rs. 2.64 per bulk litre, which 
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amounted to Rs. 35~499 but it Nas not 
levied and realised. 

The matter was reported to the 
department in September 1988 and to 
Government in September 1990; their 
r-eplies h2ve riot been received (April 
1991). 

3.B Non-realisation of interest on 
delayed payments of excise revenue. 

Under the provision of Section 38-
A of U.P.Excise.Act, 1910 as amended 
from 29th March 1985 9 "'he r e any excise 
revenue is not paid : wi~hin three months 
from the date on which it becomes 
payable, interest at the ~ate of 18 per 
cent per annum is recoverable from the 
date excise revenue becomes payable 
till the date of actual payment. In 
respect o f excise revenue which became 
payabl e before the said amendment, viz. 
29th Mar.ch 1985, interest at the said 
rate i .s to be charged from 29th March 
1985, if the excise revenue is not paid 
within three months of the date ·of 
amendment, viz.;by 29th March 1985. 

c; ,\\~ <a> It 1.<1as noticed during the aud it 
of the Office of the Excise Commissio­
ner, U.P.,Allahabad that excise revenue 
amounting to Rs . 9.12 lakhs, payable by 
a distillery at Saraya <District 
Gorakhpur >, for the period prior to 
29th March 1985, was paid after a de lay 
of 48 months, reckoned from 29th March 

• 
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1985. Inter.est amounting to Rs . 6.57 
1akhs calculated at t he rat~ of 18 per 
cent per annum Qn belated paymen t was 
p~yable bµt was not levied and 
re·a1 ised . 

The matter was reported to the 
department in May 1990 and · to the 
Gove1 nment .in July 1990; their replies· 
have not been r eceived <Apr il 1991). 

~- SS (b) In District Excise Office at 
Sitapur, it was noticed {January 1989) 
that excise revenue <licence fr.e fo r 
retail vend of country liquor and 

·bhang > to the tune of Rs. 1.58 lakhs 
which b~came payaple by veirious ! icen-· 
sees prior to 29th March 1985 was paid 
after delays ranging from 14 t o 22 
months, reckoned from 29th March 1985. 
Inte rest amounting to Rs. 51, 154 was 
payable on these belated payments of 
excise revenue, which was not levied 
and· reai ised. 

The matte r was reporte d to the 
depart1 .• e11t i n February 1989 an~ to 
Government in May 1.990; . their repli•9 
have not been received <April 1991). 

Cc> In Lilli~pur, it was noticed 4-Sb 
<Septembe r .· 1988> tha·t excise revenue to 
the ·exteot 'D1 Rs. 1.36 lakhs . which 
became pay.able bY. •the various l icen~ees 

prior t p 29th ~arch 1985, was paid 
.a.f ter a delay o .f 26 to 40 months recko.:... 
ned from 29th · March 198~. Inte.rest 

·10-A.6 . -1 2 
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amounting to Rs. 65,635 was payable on 
these belated paym~nts of exci~e 

revenue, which was not levied and 
realised. 

The matter was reported to the 
department~ in Oc~ober 1988 .and to 
Government in May 1990; their replies 
have not been received <April 1991>. 

G-57 (d) In Jaunpur, ·it was noticed <May 
1989> that excise revenue to the tune 
of Rs. 3 lakhs which became payable 
(after 29th March 1985) by four 
licensees w~re paid after a delay of 4 
to 8 months, reckoned from the date 
from _wh-ich these be.came due. Interest 
amounting to Rs . 25, 122 was .leviable on 
these belated payments of excise 
revenue, which was not levied and 
realised. 

The matter was reported to the 
department in July 1989 and to 
Government in May 1990; their replies 
have not been received <Ap~ii 1991>. 

G ~S& <e> In l)istrict ·Excise Office at 
Mee·rut, it was noticed (June 1989>" that -" 
1 icence fee for retai 1 vend Qf country 
liquor to the tune of Rs. so . 100 which 
becam~ p~~ab.le by various lic~nsees 
prior to 29th March 1985 was paid after 
~ delay of •4 months reckoned from 29th 
March 1985 . Interest amount'ing to Rs. 
33,222 was payable on these belated 
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payments of excise revenue, which was 
not levied and recovered. 

The matier ~as reported to the 
depart'ment .in August 1989 and to 
Government in May 1990; their reply has 
n o t been ~eceived <April 1991). 

3.9 Non-realisation of· purchase. tax on 
sale of alcohol. G - 17/i 

Under the U.P. Sales of Motor 
Spirit, Diesel Oil and Alcohol Taxation 
Act, 193 9, alcohol means ethyl alcohol 
not be ing alcoholic liquor for humar1 
consumption and includes rectified 
spirit, denatured spirit and absplute 
a lcohol . As per judicial pronounce­
ments,* " a lcoholic liquors" "alcoholic 
spirituous and ma 1 t 1 iquors" mean 
into:<icat ing 1 iquors which can be used 
as beverag e and which when take~ in 
e xcess, wil l produce intoxicat i on. 
Hence, ever)' spirit directly produced 
from distil l ation plant of a distillery 
whether balow or above 600 0.P. is 
alcohol, but not alcoholic liquor 
unless it is r educed by dilution . to a 
strength fit for human consumption. 
Under the Act 9 ibid, purchase. tax at 
the rate of 40 . paise per litre is 

*Case No Haward Vs Acme B r ewing Co . 143 
Ga-1 , 83 SE 1006, 1007 Anncas 1917A 91; 
FW Woolsworth Vs State 72 DKL Cr 12 5 , 
113 P2 d399,40B CP - 10 of Varma's Law of 
Excise in U . P.) 

.. 
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l evi able at the point of first purchase 
of s uch alcohol i n the State by the 
purchaser . 

It was seen tha t no a c t ion was 
taken to levy and re alise purchase tax 
at the rate.of 40 paise p er bulk litre 
on the sale of 2,68, 0 00 bulk litres of 
spir i t (below 600 OnP. or of the 
strength ranging from 83 per cent 
volume by volume to 84.5 per cent 
vo lume by volume.)· directly produced 
from the distillation plant of a 
d is t i 11 e r y at P i l khan i <Dist r i c t 
S ahara npu r> dur ing the period from 
March 1989 to July 1989 . This resulted 
in loss o f revenu e amounting to Rs 1.07 
l akhs. 

The matter was reported to 
depar tment / Governme nt in May 1990. 

~ .\~~ -10 Non-real i sation of compounding f ee . . 

Under th e U.P. E xcise Act, 1910. 
and t he rules frame d thereunder, any 
Excise o ffi c e r \empow.:.red by t he State 
Gove r n men t) may compound ·the cases of 
cance I l at i on or suspension of licence 
or prosecut ion of a person c ommitting 
an · offe n c e under th e Ac t, on payment of 
compoundi ng f ee n o t exceeding Rs 5,000 
in each ca!!Se . 

During th e audit of the offices of 
the Distr i c t E xc ise Officers at 
Pratapgarh and Si tapur and the Excise 
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Commission~ r, U .. P ~ A 11 ah ab a.d , .i t was 
~oticed that ~72 offence cases were 
compounded dur.ing the pe r iod by the 
concerned Excise Officers for a sum of 
Rs. 25, 245. but .the concerned defaulters 
/offenders were let off 'without real i-

- sation of the .compounding fee 'f rom 
them, thereby resulting ir'I a loss of 
Rs. 25,245 to the -department. 

The matter was reported t o the 
department bet.411een Apri 1 1990 a nd Hay 
1990 and the Government i n August 1990; 
their rep 1 i es have not been rec eived. 
<Apnil 19~.1 > 



CHAPTEft-4 

Taxes on Vehicles, Goods and Passenge r .s 

b, . 1~7 4.1 Results of Audit 

Test check of records of the 
various o'if ices of the Transport 
Department , conducted in audit during 
the year lo/89-90 revealed short levy of 
taxes amounting t o Rs. 125 . 09 1 a khs· in 
210•cases, which broadly fall under the 
f o llowing categor i es: 

1. Short l evy o f 
passenger tax 
i ncluding .addi ­
tional passenger 
tax 

2. Under asse ssmen t 
of r oad tax 

3. Shor t levy of 
goods tax 

4 . ·other c ases 

Total 

Number 
of 

C·ases 

105 

20 

14 

71 

210 

Amount 
<In lakhs 
of rupees> 

90.98 

7 . 35 

3.42 

23.34 

125.09 

A review o n assessment and 
collection of taxes c:ir'I vehicles pwned 

(182) . 
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by the Uttar Pradesh State Road 
Tran$port Corporation and a few other 
i~portant cases noticed during 1909-90 
and earlier years are mentioned in the. 
succeecf'ing paragraphs • 

4.2 Assessment and 
taxes 
Uttar 

on vehicles 
Pradesh 

collection of 
owned . by the 
State Road 

Transport Corpor~tion. 

4.2.1. ~ntrodu~tion • . 

Tt~e Uttar "Prad.esh State Road 
Transport Corporat1on <U.P.S.R.T.C.) 

r . 

was establ isheq by the Uttar Pradesh 
Government with effect from 1st June 
1972 under the Road Transport 
Corporation Act, 1950. The Corporation 
had a fleet strength · of 7987 vehicle's 
as on 31st March 199 0. It operated its 
vehicles on · 2525 rou tes and had, at a 
given time, · on the average, 70.94 
vehicles on the road, with 993· maintai­
ned as spare vehicles . The Corporation 
is liable to pay the follow.ing taxes t .o 
the State e~chequer under different 
en~ctments i ndic~ted below: 

Type of tax 

(i) Road Tax 

(ii) Passenger 
T.:ix 

Enactment 

<1> M.V.Act, 1939/1988 
<2> U.P.M.V. Taxation 

Act, 1935 

U.P.Mot~r Gadi <Yatri­
Ka~~ Adhtniyam, 1962 

~,112 
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Ciii> Goods 
Tax 

U.P.Mot o r ·Gadi CMal­
k ar> Adhin i yam, 1964 

The contribution of 
tion during 1988-89, bv 
taxes . and duties c ame 
crores. 

the corpora­
l£'V'.,' cif alJ 
to Rs . 44. 70 

Under Rule 26 of the U.P . Road 
Transport Corpora ti.on Rules, 1972, .... 
framed by the Government of Uttar 
Pradesh under section 44 o f t he Road 
Transpor t Corporation Ac t 1950, th~ 

Cor poration s hall be r esponsib le · for 
the recovery o f passenger tax a n d goods 
tax under the prov is ions of the Uttar 
Pradesh Motor Gad i ~Yatri-kar> 

Adhiniyam, 1962 and the Uttar Pradesh 
Motor Gadi <Mal-kar> Adhinium, 1964 in 
respect of passengers and goods carried 
in its vehicles, and fo r the deposit of 
the amoun t so recovered into t he 
Government treasury . 

4.2.2~ Organ i sational set up 

The overall responsibility for 
levy and collec tion of taxes and issue 
of necessary directions in this regard 
rests with th• State Transport Comfl'lis­
siooer. For purpose of atnutssment and 
realization of taxes fro. the Corpora­
tion, 14 Regional Transport Officers , 
and 3 Assistant Reg iona l Transport 
Officers <Administration ) a re function-

..) ' 
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ing in Re-giot:ia L·.l,Sub-f'<eg i onal Transport 
Offices. 

4~2.3 Scope of Audit 

A r ey i et11 W'as conducted i n t h e 
Offj.ce of Transport Com~issioner , Ut~a.~ 

• Pradesh, · Mana~ing Director, U. P .S. 
R. T .C., 6 out of 18 GeneT'al/Region a l 
Manager of the U.P.S.R.T.C and 6 out o f 
53 . Re9 i.onal/Assi'stant Regional Trans­
port Offic'ers wi·th reference to the 
documents for the period from 19 84-85 
to -1988- 89 mainta.i ned by them with a 
vie~ to eva luatin g tN e effici e ncy of 
the . dep a r'tmeht in assessm.en t and 
co~ lect i o n of taxes o n v eh icles owned 
by. U.P . S . R. T .C. 

4.2.4.High lights 

Cl> Non-ver ification of t a x es 
deposi ted into the treasury by the 
Corporation · resulted i n di f f' erence 
of Rs.370.90 iakhs . i n r~spect of 
passenger tax for the per i od 1984-
85 to 1900-8 9. 

<2> Non-realisatiOfl of passenger 
tax amourtting. to Rs . 44.89 ltakhs 
from the Corporation in respect of 
vehicles hi red ·by a party during 
the period between 1981 and ·1988. 

<~> Loss of revenue aMCM..Ulting to 
Rs. 1 5 .00 lakhs on account of non ­
real isation of permit fee from 3000 
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vehic l es o'f the. Corporation deplo­
yed to .carry p&S!!engers -during 
Kumbh Mela, 1989. 

<4> Non-assessment of goqds tax on 
stor:-e v·ans ONned by the Corporation 
resulted in loss of Rs. 1.74 l akhs 
in six regions on l y 

rhe r esults o f 
conducted during March 
1990 are summarised in 
paragraphs. 

te!:>t check 
1990 to June 

the succeeding 

4.2.5 Non-sub•iss~on of treasury 
challans and non-verification of 
the tax depasi ted into treasury 
b~ the U.P~S.R.T.C. 

Under th·e provisions .of the U.P. 
Motor Gadi cv 'atri-kar> Adhiniya:m, . 1962 
and the U.P. Mo.tor Gadi <Mal-l<ar> 
Adhiniyam, 1964., receipts as evidence 
of paym~nts of tax ~ade i nto the 
treasury are required to be submitted 
to the tax of ·f ice rs concerned on or 
before t he 15th day of the month 
immed iately succeP.ding the month in 
which the tax was paid . As pe r general 
f inane i a l r•..tle, chal 1 an, i.e . (memo­
randum > accompanying money paid into 
the treBsury, ·is to b• presented to the 
tr·easur:i.-; in triplicate, duly mark ed a-s 
"Depos i tor's Copy", "Department~ l Copy" 
and "T~easury - Copy" . The treasury sends 
departmental copies to the conce~ned 

departmental off ice rs on the next 

• 

J 
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working day, accompanied by a statement 
of challan- wise particulars of 
deposits. 

In the absence o f any sep~rate 

d etailed ·rules on t he subje.c:.t and in 
cases where p ayments made in month 
exc eeds Rs . 1,000, the disbursing 
officer is requi red to compare the 
postings in the' cash book with the 
monthly l ist af pay~ents obtained from 
the t reasury. 

It was noticed in audit t hat the 
tpeasury challan s i n support ·of the 
deposits made into th e treasury were 
not being submitted t o the tax officers 
as required. Verification of the 
deposits made i nto treasury was also 
not being done by the tax officers each 
month., in spite of the specific direc­
tions of the Transport Commissioner 
issued · to Regi o nal Transport Of f i cers 
as far back as in November 1983 . 

The position of c oll ection bf 
passenger and r oad taxes as per . the 
records of the U.P.S.R. T . C. and t hose 
ref 1 ected in t he records of the state 
Transport Commissioner ~STC> for U.P.S. 
R.T.C . veh4cles for the five years upto 
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1988-89 i s as under: · 

Passenge r Tax Road Tax 
As per As per As per As per 
U. P.S .R. S. T. C. U.P.S.R . S. T.C. 
T. C. T. C. 

<·I n lakhs of rupees) 

1984-85 2257.75 2349.58 318. 98 N.A . 

1985-86 2723.78 2669. 65 334.41 N. A. 

1986-87 3367 . 95 3082 . 89 358 . 81 ~L A . 

1987-88 4043.85 367~. so 436.64 N. A. 

1988-69 4015.56 4260. 17 453. 81 N. A. 

Tota l 16406.69 16037. 99 1904. 65 

Thus, receipts of passenger tax as 
per records of the department were less 
t o the extent of Rs.370.90 lakhs durin g 
the afor.esaid p eriod. Th.e pos ition 
regardi ng road tax c ould not be 
ver if i e d in the absence of details 
av a ilab l e with SJ C. 

4 . 2.6 Non-levy of passenger tax on 
unrecovered far~. · 

Unde r the . ·provisions of the 
U. P.Motor Gadi <Yatri-kar> Adhiniyam, 
1962, passenger ta~ is leviable at the 
rate o f 16 per c ent on· full normal fare 
even in cases where no fare has been 
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charged by the operator/fleet owner. 
Every operator is required to submit a 
re t urn to t he Tax Office r in the 
prescribed form and at such. i nterval as 
may be prescribed. 

Where ~he w~ole or any portion of 
the tax payable ·for . any ·moh th or 
portion . thereof has not been pa.id in 
time the tax officer .may, in addition 
to tax so payable , levy a ·pertalty not 
e xceeding 25 per cent of the maximum 
tax which woul d have been payable to 
the State Governmen~ if the stage carr­
iage had carried its full complement of 
passengers during such month or· portion 
thereof . Similarly whoever wi 11 fully 
fails to furnish ·in due time any 
statement, return~ table or information 
required by or under the Act, shall be 
liable ta a fine ~hich may e xtt;!nd to 
f i v·e hundred. rupees and when the 
offence l.s a continuing .one, to a fur­
ther fine not exceeding twenty five 
rup~es for each day during whic:h the 
offence continues after first 
convict ion·. 

From scrutiny of the r~cords of 
the Managing Director U.P.S.R. T ~C. 
Lucknow, i t ·was not iced that a sum of 
Rs . 267.20 lakhs was recoverable as fare 
at the end of March 1990 from one party 
in respect of 8391 stage carriages of 
the Corporation hired for variOU!? 
periods by th e party on contract basis · 
between 1981 and 1988. Accordingly a 
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sum of Rs.44.89 lal<hs was reatisable as 
passenger tax (Rs 42.75 lakhs) and 
insurance tax <Rs 2.14 lakhs) ·from the 
Corporation which was not realised. In 
addition, penalty ·not exceeding twenty 
five per cent of the tax not deposited 
was also ·leviable as the Corporation 
had failed to . submit any return to the 
Tax Officer in this respect so far. The 
·aforesaid .· taxes and penal ti es had 
neither been demanded by the Tax 
Officers of the department nor paid by 
the Corporation. 

4.2.7 Non-realisation of Permit. Fee 

Motor Vehicles Act, 1939, provid-
. es that no owner of a transport vehicle 
shall .use . the vehicle in any public 
place ~ave in accordance with the 
conditions of. the permit authoris .ing 
the use of· su~h vehicle in that place 
and the manner · in which the vehicle is 
being .used·. Th~ Act; further ·provides 
that Reg~~al Tr~nsport Authori f'-¥ may 
grant ~emporary permits for the 
c~nveyanc.e o-f passengers an special 
occasions including to and fro fairs 
and re:l ig-icitts gatherings. 

The Trans~ort Commissi6ner vide 
his let-ter dated ~Oth September 1986 
had clarified that in r e spect of the 
buses ·of the Corporation as "'ell, 
tempora~y permits fo r a limited period 
and p-ermanent permits for a maximum 
period of 3 ye a rs are to be issued and 
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the same tee was cha·rgeable for their 
issue/renewa l as was being ch~rged from 
other vehicle owners. 

' It was noticed in audit in the 
Office of Transport Commis~ionerT Uttar 
Pradesh, Lucknow that during the Kuabh 
He la at Allahabad in 1989, 300 stage 
carriages of the Corporatio~ were spec­
ially deployed for carrying me l a 
passengers, from different places to 
Allahabad and Qack during · the period 

"' from 1st January 1989 to 20th February 
1989. These vehicles were h a wever, not 
covered by · any temporary permit. A 
permit fee a.t the rate of Rs. 500 per 
vehicle was leviable under Rule 55 (b) 
of the Uttar Pradesh Vehicle Rules 1940 
framed under the Act of 1939 wh ic~ w.as 
riot l~v i ed and realised. 

issue 
this 

15 

Apart .from the omission to 
such permi ts u nder the Act, 
involved non-realisation o f Rs. 
lakhs by way of permit fee ~ 

4.2.B Nqn-assessment 
the store 
u ·.P .S.R. T ~·c . 

of Goods Tax on 
vans ·Of the 

Unde r t~e provisions . o f the Utt•r 
Pradesh Motor Sadi <Ma l -kar) Adhiniyam~ 
1964 and the Rules framed thereunder , 
there shall be levied and paid to the 
State ·sovernment ~ a · tax on al I good~ 
carried by road in a private goods 
vehicle in the State at a rate 

.. 
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equivalent to t en p~r ~ent of the 
amount ·of the fre i gh t calculated a t 
such rate as may be fixed by Government 
fr•om ~ime to time which shall not be 
more than seventy fiv e per cent of t he 
maximum rate of freight fix ed for the 
public carriers UQder the Motor Vehicle 
Act, 1939. · The State Government may ~ 

·however., accept a lump sum in lieu of 
the amount of tax that may be payable 
for such period as may be agreed upon, 
by the operator wi th the State 
Government. The lump sum in lieu of tax 
shal 1 be determined in acc ordanc e with 
the r ates given in the third schedule 
to the Act of 1964. 

It was not iced in audit t hat Goods 
Tax was not being paid in respect of 56 
store vans plying as p r ivate carriers 
under the control o f si x ReQional/ 
General ManaQers at Lucknow, Kanpur~ 

Varanasi, Azamgarh, Faizab.a.d and 
Gorakhpur. This . resulte~ in loss of 
revenue to Government amounting to 
Rs.1. 74 . . iakhs f.or the ,period fro m· 1985- · 
86 ·to 1988~89. l t ~a~ , ho~~~er, rioticed 
th'at .in . 10 cases of Kanpur Regi'on and 6 
cases -o f Gorakhpur Region ·whera assess­
ments of goods tax on thes~ s~ore · vans 
were made by tax of f icer of the 
Transport Depart~nt, gtay order had 
been obtained by the Corporation from 
the High Cour t against recovery procee­
ding on ttie p 1 ea. ·that the star@ vans 
were neither pr iva 'te go·ods vehicles nor 
public goods veh i cles . The ma~ter was 

.. 

, 
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referred to the Law Department of the 
State by the State Transport Commiss­
ioner which opined that these . vehicles . 
fell in the category of privat!!' goods 
vehicles and therefore, tax was 
leviable on them . Accordingly the 
Transport Commissioner, in his circular 
dated 8th June 198~, d.ir"ected .all the 
Zonal Deputy Transport Commis9ioners 
and Regional/Assistant Re9ional Trans­
port Officers f;o take action for the 

,. vacation· of the stay orders and m~ke 

recovery of the tax due. However, no 
action has been taken by t~e Tax 
officers to issue demand notices even 
in cas~s not covered by the Stay orders 
of the Hon~ble High Court of Allahabad 
<November 1909). 

.. 

4. 2 . 9 Loss of revenµe due to non­
reg i stra t ion of. vehicles. 

Under tne provisions of th~ 
U.P.Mo.tor Gadi <Yatri-kar) Adhi"iy&m, 
1962,~ .no. operator shal 1 ply a · 9ta9e 
carriage in the State . unless he is in 
P.ossessiori of a val id regi;.~tratioJl . 
cer:ti ficate in respect of the vehicle, 
Registration. cert'i ficate shall 011 
payment of a fe@ . of· Rs. 2 per stage 
carriage, be granted in th@ prettcribed 
manner to an operator applying therefor 
to the p~escriPed authoritya 

During the test check of t~~ 
records· of b Regional/Assistant Regio­
nal Tr~nsoort Office~ · it was noticed 

10:..A.G.-13 
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that .U.P.S.R.T.C. was not getting their 
vehicle• registered before putting them 
in . ·op-eratiQll as · required under rules. 
Thera were about ·8140 unregistered 
'1ehicl•s in operation in the Stat.e at 
th• end of rta·rch 1990. 

Due to. non-observance of rules 
Gov•rnMent ·has suft.ered loss of revenue 
.&90Unting to Rs. 16,280 as registration 

1••· 
4.2.10 · Non-sub•ission 

retu"1s 
of prescribed 

Under the provision of U.P .l'totor. 
&Wdi <Vatri-kar') Adhiniya•, 1962 and 
td)"a•av;ali, '1962 f -ramed thereunder 
·•¥•ry fleet owner shall submit a 
~_illt)nthly d•cl&rt1tion in for• 111-B 
indicating, inter-al ia, earnings on 
account~ of passenger f~re plus passe­
nger ·~&x as al~o the same in respect of 
concttflv.ional and free tick4!!ts 
separately. 

A separ&te IM>llthly return inctica­
ting the · m.imber o 'f tickets issued, 
~t of fare and particulars of 
pa•••n9er tax deposited is also 
requjr•d 
Offic•·r 

' {bid·.; 

to be submitted to the Tax 
;in .f:orm IV under Rule 6 c I> 

Test · check - o~ six offices of 
Regi"onai/Atnai"a.t~t Regional Tr.ansport 

_. Qffic:ers rave&led .that th.ese returns .· . .. 

" 

• 

.. 
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were not submitted or where.ver 
submitted were i noorrectl y prepared by 
the Corporation . 

Pena lty at prescribed ra t es <Rs.10 
pe r d ay s!Jbj.ect to. a maximum of Rs. 100 
per vehicle for each return) was also 
not being impo sed on the Corporation 
f or d elay i n submission or non­
submission of these returns. Non-.. 
i mpos i tion of penalty has resulted in 
l o ss o f revenue amou nting ·to Rs. 102.02 
l akhs durin9 the period 1985- 86 to 
1980-89. 

4.2.11 Assess•ent and 
P assenger Tax. 

payatent of 

Unde r the provisions of the 
U.P . Motor Gadi <Yatri-kar> Adhiniyam, 
and Niyamawal i 1962, in the case of · 
owner of a fleet of vehicles Ci.e. 
U.P.S . R.T . C . > the Tax Officer may 
accept an amo un t representing 4/29th of 
the actual p a ssenger tax and · fare as 
lump ~um i n lieu of passenger tax 
provided that where no fare is charg•d 
at al!', or is c harged at concessional 
rates, the normal ful l fa r e chargeabl~ 

in such cases shall be taken for 
cha rging the lump sum passenger tax. 

The l ump s u m amount is depC?sited 
by .the fleet owner in a' Government 
treasury or is p.Cid in c ash along with 
a declarat ipn in Fo rm III-9 in which 
the earnings of t He fleet owner on 
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account of pass~nger fare plus 
pass enger tax in respect of conces­
sional or free tickets, computed in 
terms of sub-rule Cl > of Rule 5-B, are 
required to be shown separately. 

Uurin9 a test check of records of 
t~~ offices in six Regions at Lucknow, 
Kanpur, . Varanasi, Azamg~rh, Faizabad 
and Gorakhpur it was noticed that the 
full fare normally payable on passes 
a.nd c oncession a l t ·icke'ts issued by 
these regional offices was not included 
in the t axable total income. 

G 
Although instructions printed on 

t h e Free Pass/P.T .O . issued by the 
Co r poration require that passenger tax 
and other t axes levi ed by the· local. 
bod i es to be borne by the Pass/P. T .0. 
h o l d e r' , de t ails regarding . dis.tances to 
b e cove red and normal f are payable for 
that journey were not ind icated on 
thesE> Passes/P.T .O . In the absence of 
de tai ! s rega rding t he normal fare 
chargeable or the distances coYered by 
the p ass es/ concessional tickets issued, 
the l oss Qn ~ccount of non-levy of 
passenger ta>c could not be worked o ut 
in aud it. 

The f o regoing points were reportdd 
to the departmen ~ and GoYernment io 
July 1990 ; their ·replies h ave not been 
received (April 1991) . 

.. 

, 

"' 
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4.3 Non-levy or short levy o f p~••enger 

tax 

Under the Uttar Pradesh Motor Gadi 
<Yatri-kar) Adhiniyam, 1962, pa12sen9er 

.ta:< at the prescribed rate of 16 p e r 
cent is levied on the -fare payabl e to 
the operator by a pa5~en9er 4n respect 
of his journey in .the State by A stag e 
carria9~. Tne t a.x is collectced by the 
operator and paid to the . S t ate 
Governme nt,. The State Governmen t may 
accept or ~gref? to accept, a lump sum. 
amount in 1 i eu of the amount of tax 
that may be payable by the opera.tor . 
According to rules, an agreement tu 
accept a lump s um shall be for a pe~iad 
of three months or for the unexpired 
period of the c urrency of permi t, which 
ev er i s less and the lump sum a mount iv 
determined on the b a sis of prescribed 
formul .a a 

A. Loss o f pa5senger tax due t~ noo-G;. fo\ 
adopt ion of the prescribed a1ni8W'li 
fare. 

Under the Motor Vehic l es Act ~ 

19~9, the State Governmen t may, f r om 
time to time, by notification i n the 
official gazette, issue direction to 
the Transport Authority regardin9 
fixation of fares Hncludin9 the 
m.a xi.mu ·m and minimum thereof) for s ·tage 
carriages. ·By a notification of 9th 
July 1987, the 5tate Government 
directed the State Transport Authority 
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. to fix the. · •ini~• rate of f&re -~ 9.56 
paise . par passe119er per ki loa1etre for 
•t.aa• ca.rriaoes plying on ·spe cial· &nd 
A~ ·.cl••• routes (fare to be rounded 

of·f ta .the nearest naui'tiple Qf 50 ·pats• 
incl.uding the ·amount of pa&stmger tax' 
.ctdi tional- passenger · tax and in.Urance 
surcharge>.· The Stat e Transport 
Authority,· hoWever·, i-.ple•ented th••• 
•in·i.U• rates · Qf· f ·ares af_ter five 
...,ths, effective from 16th December 
1997. 

<i) . In topi te. of ·the Dece.t>er 
m;1t.i.1'ic•t'ion, in · :var.anasi regi~, the 
lu.p · su• paymen.t .l.n l i eu of passenger 
t•x in resp_ect .~f 34 vehicles plying on 
three . r~t·es<17' vehicles on Badsh.hpur-
"irzapur via Gopiganj route, 12 
vehicles on V.ar ana9i-Jalalpur via 
ThMl&gaddi route aod 5 vehicles on 
"aharajganj7~i rzapur . via Chawri, 
Bhadohi, 6opigan-j r .oute > was calculateti 
on fares which were much below the 
•ini-.un rate of fare f i xed by the 
60vernment This resulted in loss of 
revenue a111ounting to Rs. 4.79 ·takhs 
during · the period from 16th December 
1987 to 31st. May 1989. 

On t -his being_ pointed out i.n aµdi t 
<June 198~l, the Regional Transport 
O~ficer , Va~anasi , stated <June 1989> 
tttat recoveri of the a.ount in re.-c·t 
of two routes would be · effected., ..,d 
rer.~~sary acticin in respect' of th• 
1"' .. . rJ rou·te ~au.Id be ·taken. Furth•r 
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progress · has not been raceived · <Apr~l 
1991). 

The case was reported to the· 
department in July 1999 and to 
Government .in ~pr11 1990; their · replie9 
have not been received <April 1991>. 

<ii> In Bahraich sub-regi"on the '4 -81 
· operators o·f 23 st.age . carriag·es were 
permitted to ply on 64 ki1oaetres long 
rou.te from Bahraich to Nawabganj via 
Nanpara < · ~A"class . route>. · According to 
the · above directioos · of the State 
Government the mini111U• f~re payabl• for 
t .h• said road worked oµt to Rs. 6.3:5 
per passenger~. However, while ·comput­
ing the pass"enger tax on lump sum basis 
in respect of these vehicles, the fare 
o·f .Rs. 5.04 only .was, howev.er, · taken 
into· accov.nt . by the Assistant Regional 
Transport Officer for the period frC>nl 
14tl:l December, 1987 onwards ·against the 
minimum chargeable · fare of Rs. 6.35 for 
the route. Non-adoption of the . pres.c­
ribed m.in imum f•re resulted into loss 
of passenger tax amounting to Rs. 2.00 
lakhs during the period from 14th 
December 1987 to· 3oth Septe~ber ·1989. 

The matter was reported to the 
department in November 1989 and to 
6overnment in April 1990;. their repliets 
have not b~an · rece~ved <April 1991). 
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. 9. Non-adoption of actual ft1re charged 
by operators. 

Under the Uttar Pr&desh Motor Gadi 
<Yatri-Kar) ·Adhiniyam, 1962 and the 
rules framed thereunder, computation 
of pas1i.enger t.ax payable by a staoe 
carriage under a lump sµm agreement 
depends, inter-al ia , on the . fare 
nor•ally payable for thQ route on wh~ch 
the stage carriage plies • Any .'change ·~ 
in rout·e, trips, seating or standi_ng 
capacity or fare °. which hag the effect 
of increa~ing the receipts "of the 
operator, renders the. agr'eeme.nt void. 
with effect from the date ~f such 
change and . thereafter· a fresh lump sum 
·agreement in respect of the une><pi red 
period of the permit .is required to b ·e 
executed. 

(i) ' In Hardpi sub-region, the farefon 
the lucknow-Hardoi and Lucknow-Shaha°bad 
routes were increased by operators to 
Rs. 1 1.15 and Rs. 13.77 ' per. passenger 
respectively from 16th M~y 1988. In 
respect of B7 ·stage carriagefi plyinQ on 
lucknow-Hardoi route and 1l vehicles on 
Lucknow-Shah ab ad route, passengftr ta>< 
on the increased fare was, h

0

ow.ever, not 
assessed and realised. The o~ission 
resul t~d in under · assessinent of passe­
nger tax amounting to Rs. 1.67. lakhs 
during the period from 16th M~y 1988 to 
15th June 1989. 

• 

... 
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On this being pointed out in 
audit, (June 1989) 9 the Ass i s t a nt 
Regional Tran~port Officer , · Hardoi 
accepted the objection. Further report 
has not been re.c2i ved CApri.l 1991>. 

The case was . reported to the 
department in August 1999 <tnd to the 
Government i n March 1990; their replies 
have not been received <April 1991 >. 

q_13, 
<ii> In Fai zabac..I region , · the fa r e of 
Rs . 10 <net fare of Rsa B. 50 ~xcluding 

ta·xes > for the port ion of the route 
Fai zabad to Tig.hara a ·f Fai zaba.d Ra-.garh 
route was intimated by -~ Assi$tant 
Regiona l Transport Officer .<En:force­
rnent > based on his surve),. conducted on 
22nd Janua~y 1987. Accord ingly the ·luap 
sum agreemen t which was based on the 
net fare of Rs. 6.50 <excluding taxes> 
became void. The passe nger tax per s eat 
per ~cnth accordingly worked out to Rs . 
2 1 .22 inste a d of Rs. 16.23 paid· by the 
v~hicle owners dur i ng the period 22nd 
January 1987 to 30th September 1987 . 
This ~esulted in short levy o f passen­
ger tax amouQting to Rs. 37,f82 dur ing 
the afores a i d period. 

. The matter was r 'eported to the 
dep~rtment and to Government in August 
1989 .; their replies hav e -n ot b een 
r~ceived ~April 1991 >. 

G-4o 
(i i i> 
Dl!oria., 

In 
the 

the Sub- Reg ion al office 
Passen<;l~.r Tax S u perint .en-:. 
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dent had. reported on 9th March 1987, 
that the op·erators of' Padrauna-Khadda­
Chhi taun i-S~maur route were charging 
fare for portions of · the route viz 
Khadda-Padrauna· and chhitauni-Padrauna 
at Rs.2.b5 and Rs. 2.40 respec-tively. 
Thi ii was ' also con_fi rmed by the Presi­
dent of the erivate Bus Union of the 
route in August, .1987. In calculating 
the lump . su1r1 passenger tax payable in 
respect · a ·f · 27 s'tage carriages 
-<including one stage carriage with 
·effect from 10th December 1987) plying 
on the said route, the fare ~rom Khadda 
to Padrauna was taken . as Rs. 2.40 and 
~hat f 'rom Chhi tauni to Padraun.a as Rs. 
2.10 . respect~vely. · As a result of 
adoption of lesser f .are$, ·passenger tax 
was levied sh~rt by Rs. 22, 732 during . · 
the period from 9th. March 1987 to ~1st 
December 1987. 

On this bein9 pointed Qut in audit 
<August ~989>, the depar-~ment accepted 
the mistake and agreed to ·recover the 
amount. Furt;h.-r report has not been 
received <April 1991 )·. 

The case was .reported to Govern­
inent in 1989; th.ei r reply flave not been 
received <April 1991>. 

•. 
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c;:s3 
C Short levy of p&ssenger tax du• to 

calcul~t;ion of passe n_ger tax on 
the basis of the f a re for p·&rt 
route only. 

<i> By ·a resolution of May 1988, 
Regional Transport Autho r i t y, Kanpur 

· extended three routes 'Mangalpur-
Bi lhour , ' S i kand ra-Tisti ' .and · Sikan-. 
dra-Kakwan upto Na n mau ' a n d amalgamated 
them i n ma in "A' cla~s r oute 'Sikandra­
Nanmau'. ~Ex~rided route wa s e ndorsed on 
13 . permits in June 198 8 and by 
September 1988 in r espect of other 
three permits.. ~owever, t h e d epartment 
assessed and real ised p a s senger tax on 
the basis of e x tended route o n ly with 
effect from · 1st· M~rch 1989, al t hough 
extended p or t i o n of th~ r o u te was 
endorsed on ,all t he 16 p~rmi ts between 
June 1988 and Septemb er 1988 . 

Non-assessment of p assenger tax 
frani the da t e o f endorsement of 
extended route on permi t s resulted in 
short levy o1 passenger tax of 
Rs.84,459 during the p eriod f r om June 
1988 to February 1989. 

·The Ali&tter was reported to the 
depart.Ment ~n September 1989 and to 
SovernnMtnt in "a~ch 1990; their replies 
have not been rectti ved <April 1991 >. 

. ~~ t52 
<ii) In respect; of two routes of 
Muzaffarriagar Sub-Region, viz. Muzaff..., 
arnagar-Baha~ and Muzaffarnagar-· 

• 
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Garh iKhan-:-Oon , bot~t 

spec.l.al class routes, 
the stage carr.i age~ 
enhanced fare . at .the 

c~tegorised as 
the operators o f 

were char9 ing 
rate of 1L47 

paise per passenger per ki i'ometre from 
3rd April 1987 and 8th May 1987 
respectivel¥. The actual distance of 
Muzaffarnaga:r-Bah~~oma ' '"'"''l te "1as 48 
kilometres 3nd t ha·t ~ -. 1iuzaf farna9ar­
Garh i khan-Oon , 6~ k 1 l ... .uoeG.res as per 
permit records. Th e lump sum payment i n 
l i eu of passenger tax in respect of 37 
vehicles plyi ng on Muzaf f arn agar­
Bahsooma route and 22 v~h icl es, plying 
on Muzaffarna9ark-Garhikhan-Oon rou te 
"'as , howe ver , calculated on the basi.s 
of the distanc e o f · 45 kilometres. a n d 
54 kilometres t- e spect i ve ly . The cal cu­
lat ion ·of passenger tax on incorrect 
di stances of these r outes reS!ul ted in 
loss of passenger tax amounting to Rs . 
53 , 757 during the period from 3rd Apri l 
1987 to 31st December 1989. ' 

On this 'being pointed out in audit 
<Jan uary 1990'> the Ass i stant Regional 
Transport Officer , Muzaf farnagar acce~­
ted the ob jection (January 1990) and 
stated that action would be taken to 
real'ise the d.i ff~rence. of passenger 
ta)<. 

' The c ase was reported tn the 
department i n . February 1989 and to 
Government in Ap.r il 1990; their. repiies 
have not been recei v ed <April . 1991 >. 
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C:-G8 
<ii i > Reg i on al Transport Authorfty 
Varanasi , in its meeting he l d ·on 17th 
Au gust 1987 extended the route 
Ghazipur-Gahmar u p t o Bara vid• 
r esol ution No.22 and pe r mits in resp ect 
of two veh i c l es plying on the route 
weru endor sed in Decembe r 1987 and 
January 1988 for thei r operatio n up t o 
t h e extended portion. Th e dep~rtment, 

howe.ver, while asses ~1 i n9 passeng~r tax 
did not t ake into a t.co u nt t he f a r e 
payable for the extende d port i on of t he 
rout;e i . e . from Gahmar to Bar a. This 
resulted in las$ of reven ue t o the 
extent of Rs. 35,195 dur i ng t he per~od 
from December 1987 to Septemb e r 19 8 9. 

On th i s be i n9 pointed out in .audi t 
<Au~ust 1989), the departm~nt s t ated 
that notices would b~ i s suea t o t h• 
operators for recovery of shori; t a :Hn ;; . 
Further report has not been rec ~ i ved 

<April 1991> • 

t h e mat t e r was reported 
department in November 1989 ; 
repl ies h a v e not been recei v ed 
1991 ). 

to the· 
their 

<Apr i l 

~-f08 
D Short levy 

· i ncorrect 
of passenger tax due to 
calculation of net fare 

Under the Ut tar Pradesh Motor Gadi 
<Yat r i-k a.-> Adhiniyam, 1962, passenger 

t-.11.x a t the prescribed rate of 16 per 
cent is r~qui red to be re.al ised from 
each passenger on the fare payable to 
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the operator in · respect of his journey 
by the carriage. The fare including the 
amount of passen'ger tax, additional 
passeml)-er tax and insurance surcharge 
'are to b• rounded .off to the nearest 
multiple of fifty paise in terms of the 
Government "notification of March 1987. 
Fractions of twenty five · p.aise and 
abµve are to be counted as fifty paise 
and. thotse below t;.wenty five paise are 
to be ignored 

Gt-<10 (i) · J.n 9ulandshahr sub-region, the 
·secretary of Khuraja-Sikandrabad Motor · 
Union, a ·union of Private Transport 
Own•r•·, intimated <Auoust 1987) the 
incre~~ed gross fare of Rs.4 fro~ 

Sikandrabad to . Khurja and . Rs. 5 from 
Khurja to Rabupura.. The net 'fare 
payable to the operator after deducting 
the elements of insurance and passenger 
tax, including additional passenger 
tax, from the gross fare worked out to 
Rs. 3.30 and Rs.4.20 respectively. The 
lump sum pa~sttnger tax in respect of 1·3 
venicles <15 vehicles from 6th November 
1989> pl.ying on the15e routes . . was, 
however, incorrectly computed taking 
the net fa.re for the aforesaid portions 
of the route · as Rs. 3.13 and Rs. 4 
inttt~ad of Rs. 3.30 an~ Rs. 4.20 
respectiv~ly. Incor~ect adoption of net 
fare• resµlted in short-realisation of 
ta>< · &mou.~ting to Rs. 37,734 for the 
period. 'from· 16l(h July 1987 to 5th 
J anua ~y -1990·.: 

> 
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. The 'matter was reported to the 
department in February 1990 and to 
Government in April 1990; their repfies 
have not been received CApr~l 1991>. 

Cii) In Bareilly region and ' two sub­
regions of Baharaich an9 Ballia, the 
passenger ' t~x on three routes was 
levied short due to non-rounding of 
fares to the near·est multiple of fifty 
paise. This resulted in short levy of 
pa$sen9er tax to the extent of Rs. 
32,320 during the period from September 
1987 to 15th ·February 1990. 

On the mistake being pointed out 
in audit, (between October 1989 and 
Fe~ruary 1990>, the- Regional/Assistant 
Regional Transport Officers ad~itted 
<October 1989 and February 1990) the 
mistake and · promised to recover the 
amount. 

The matter was reported to 
Government in ·July 1990; their reply 
has not been received <April 1991) • 

E. Lass of 
adoption 
trips. 

passenger tax due to 
of incorrect number of 

Gt- Jo2 
Asses.$ment of passenger tax under 

a · lump sum agre.ement, · inter alia, 
depends on .the number of one-way trips 
·al lowed or expected to be made by the 
stage carriages during the peripd for 
which the agreement is executed. 
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(i) In Allahabad region, lump sum 
payment of passeng~r tax in respect of 
stage carriages plyi~9 on the 
~llahabad-Udihinbuzurg route was 
determined on the basis of 20 single 
trips per day <10 up and 10 do~n as per 
approved time table) prior to December 
1987. From 16~h December 1987, 27 Stage 
carriages started plying on this .rout@. 
Thus, · each of 27 vehicles performed 23 
trips on the route each month instead 
of 18 trips on which the passenger tax 
was assessed and realised. Incorrect 
calculation of tr:-ips resulted in short 
realisation of passenger tax amounting 
to Rs 3.05 lakhs during the period from 
16irt\ December 1987 to 15th January 
1~0. 

The case was reported to the 
department in Ap-ri 1 1990 and to 
Government in July 1990; their replie~ 
have not been received <April 1991) 

Q-~{ti) In Ghazipur Sub-region, a lump 
sum agreement for payment of passenger 
tax in respect of 4 stage carriages 
plying on Kasimabad-Mau route was 
finalised <1st October 1983) .on the 
basis of 90 single trips to be made by 
each venicle e~ery month. Out of these 
4 veh1cles, one vehicle · was off the 
road from 12th December 1988 to 2nd May 
1989. During that p·eriod, each of the 
remaining_ 3 vehicles plying on the 
route made. more than 90 single trips 



I 
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each month, in rotation, but the 
agreement was not revised. 

Similarly, on . t he Ghazipur-
Shadiabad via Saidpur S a dat route, in 
respect of 3 veh i cles, 6 trips <3 up 
·and 3 down) had been a pprov.ed by the 
Regional Transport Authority. 
Thereafter, one v ehicle remained off 
the road from 17th March 1987 to 2nd 
January 1989. The passenger tax was, 
howe v er, continued to be computed on 
the basis of 60 single trips instead of 
90 single trips per veh i cle each month. 
Non-revision of lumpsum agreement for 
payment of passenger tax in both the 
c ases resulted in short realisation of 
passenger tax aggregating to Rs 64,234 
for v arying p eriods between 17th March 
1987 and 2nd May 1989. 

The case "'as repor ted to 
department and to Goevernment 
September 1989 and April 
respectively; their replies have 
been received <April 1991 ) 

the 
in 

1990 
not 

G;:-as 
(iii) By a notification of 20th 
September 1983, the State Government 
directed the State Transport Authority 
to fi x the maximum rate of fare at 
12.73 paise per passenger per kilometre 
in respect of stage carriages specially 
run during festivals <melas> and other 
special occasions. · Subsequently, 
Government vide their notification of 

10-A.G.-14 
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9th July i987 declared the said fare as 
minimum fare for th~ above purposes. 

In Lucknow · region, 228 mela 
permits {val id for two days each> were 
issued du.-ing . the p ·eriod from 11th 
Novem~er to 11th Januar y 1988 for 
carrying pass~ng~rs f rom Sandila to 
Neemsar ~nd back. }he . department 
assessed and realised the passen9er t ax 
in · respect of these permits on the 
basl.;s pf .two sing l e trips per day pe r 
vehicle desp i ·te the orde r s of the 
Regional Transpor-t Officer/Passenger 
Ta~ Officer on 17th May 1985 for 
as~essment of t ·a x on the basis o f 4 
return trips < i: e. 4 sin9l e tr ips per 
day per vehicl~>. Computation of 
pa~senger. . tax on lesser trips on · .me la 
permits "resul t ed . in short levy of tax 
amounting to Rs SQ,053. 

The matter was reported to the 
department in April 1988 and to 
Government in Apri1 1990; their replies 

r. have not 
L'i - lO S 

b~~n received <April 1991) 

F. Other c a ses 

( i) Short ·assessment o f passenger tax 
in respect of contrac·t c arriages 
plying.on temporary permits. 

Under the Uttar Pradesh Motor Gadi 
.<Yatri-Kar) Ni yamawali, 1962, ass ess­
ment ef ~asseng~r tax ~rider a lump sum 
agree.ment in r_espect of a c ontract 

\ 
\ 
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carriage · Cexcludin·g motor cabs), inter­
al ia, depends on the far·e payable and 
distances e){p e cted to be trav•l l ·ed 
durin9 a month. In respect of a. 
contra ct carriage covered by a 
temporary permit, the fare t o be taken 
into account for lP.vy of passenger tax 
shal 1 .not be less than 75. per cent of 
the maxim.um rate precribed under the 
Motor Vehicles Act, 1939 and the 
distance expected to be trave ll ed in a 
month sh.al 1 not be taken as less than 
4000 kilometres. 

~- 103 
(a) In Kanpur re9ion, 3 vehicles of a 
pr ivate op,erator, having temporary 
contract carriage permits ta.Jere on 
con tr-act service with a unit between 
1st August 1 987 and 31st July 1989 on 
payment of a total sum of Rs iQOO per 
month, while 13 vehicles of anotner 
private opera tor were on contra'ct with 
a Central P u b 1 ic Sector Undertaking 
between 1st April 1985 and 3lst March 
1987 for a total consideration of· Rs. 
1. 25 l akhs t o lits. 1.28 p er month. 
The vehi~l es i.1er@ used for transporta­
tion of the sta ff of the undertakings 
~etw~en th~ir res idences an~ factories. 
The vehicle qwn e rs were, during the 
above periods, pay ing passengar tax at 
varying rates ranging between Rs 965.55 
·and Rs 1,36·6.80 per · vel,icl2 per d'Aonth, 
though passenger tax was payable at the 
rate of. Rs 1 ,61.2.50 ., calculated on the 
basis of the formul a prescribed in Rule 
5 (3-A> of the U. P. Motor Gadi 
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The cases were reported to the 
department and Government in April 1990 

. and May 1990 ~ their replies h ave not 
/ · been received <April 1991). · ~ . 1sr 

(iii) Non-levy of ·additional passenger 
tax, .. 

Under Utta r Pradesh Motor Gadi 
<Yatri-.Ka r > ·Adh in i y am, 1962, the r~ 

shall be ievied and p aid to t he S t at e 
Government an addition al tax, on every 
passenger c arr i·e d by stage c arriages, 
at the rate o f t en paise rm the fare 
for each j ourney where t he ordinary 
fare for each j ourney is not less than 
one rupee. In c ase of a contract 
carriage, the fare payable for the 
carriage divided b y the number of 
passeng e rs there in sh al 1 be deemed to 
be the f are pay able by each passenger. 
In c ase o f lump sum ag r eements, 
additional ta :<- is rea l ised on · t he basis 
o f 25 pe r cen t o f passeng~r tax. 

Gt -1S-J 
(a) In Mathura s u b - r eq'i o n, 12 delux e 
buses, owned by p rivat e operato rs were 
hired by a Pub l ic Sec t o r Unde r taking to 
carry their st a ff t o and f r om the 
refinery t o Matr.ura ci ty c over ing a 
distance of 13 k ilome tre s . Th ~ buses 
had seating c apaci t y b etween 5 0 to 52. 
The operators were assessed (betwe e n 
July 1989 t o J anu a r }' 199 0 ) to p assenger­
tax accord ingly bu t ~dd it ion al t a x wa s 
not l ev i e d as the far e payab l e by eac h 
passen g e r wa s b e l ow Re .1 . Subsequ ently , 

I• 

I 
... I 

I 

j 
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the rates of fare of contract carriages 
were revis·ed from 1st July 1989 and 
consequently, the f are payable by each 
passenger e xceeded Re. 1. However, 
despite the f reshly increased fare, 
additional tax was not levied and 
realised. The omission resulted in los·s 
of revenue amounting to Rs. 87,494 for 
th e ·period from July lt.?89 to January 
1990 . 

fhe matter was reported to the 
department and Government in February 
1990 and again to the Government in 
August 1990; their replies have not 

· been received <Apri l 1991). 
G; ... J32 

Cb) In Kathgadam reg ion, th r ee stage 
carriages plying on Ram Nagar-Dhela­
laldang rou~e were paying passenger tax 
under lump sum agreement but were 
assessed to addit ional tax a t the ratl! 
of 10 per cen t of the passenger tax 
i nstead of 25 per cent thereof . This 
resulted in loss of reven ue amounting 
to Rs 3 4,002 during the period from May 
1984 to October ·1989. 

I 

The matter was reported 
department in December 1989 and 
Government in August 1990; 
rep I i es have not b~en received 
1991). 

to the 
to the 
their 

<April 
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<iv> Non-levy of passenger t~x. 

Under the U.P. Motor Vehicle 
Rules, 1940, a private s ·tage carriage 
means a vehicle constructed or adopted 
to carry more than nine persons 
excluding the driver and use~ by or on 
behalf of the own er exclusively in 
connection-· with his trade or business 
or for private purposes, but not for 
hi re or reward. The Uttar Prade.sh Motor 
Gadi <Vatri-t<ar) Adhiniyam, 1962 does 
not pro11 ide fo r 1 e v y of passenger tax 
on a private stage carriage . P assenge r 
tax is, therefore, le v iable on vehicles 
plying for hire or reward. 

In Bulandshahr Sub-reg~on , one 
Mini-bus, adopted to carry 20 persons 
(including driYer ) and owned by an 
ind i v i dual, was registered ( 15th 
November 1988) as a private stage 
carriage al though i t was meant to be 
used as contract carr i age for the 
conveyance of employees of a facto r y as 
per dec laration of the owner at the 
time o f r eg·istration of the vehicle . 
Al t hou g h the road tax theron was 
re a lised on t he authorise d load of 
passeng er at the rates p r esc r i bed f o l' 
t r ansport veh i cles ply ing for hire and 
reward u nder Article IV in the F i r s t 
Schedul e to the U.P .Mot or Veh i c l e 
Taxation Ac t , 1935, no passe nge r t ax 
was · lev ied and rec o vere d for use o f th e 
v ehicles ~s contract carriage. Thi s 
resulted i n loss of r e v enue by way o f 

··. 
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passenger tax amounting to Rs. 33 , 932 
for the period from 15th November 1988 
to 31st January 1990. Besides , p e rm i t 
fee of Rs. 3,250 wa~ alsc recoverab le 
from the owner of the veh icle fo r t he 
said per iod. 

The matter was reported to the 
department in February 1990 and to 
Government in April 1990; their repl ies 
have not been rece ived <April 1991). 

c;,·- Gs 
4 . 4.Non-r ealisation of road tax from 

the vehicles of other States plying 
in Uttar· Pradesh 

Under the provisions o f the inter­
state agreement b~tween Uttar P radesh 
and Harya.na, road tax of vehicles 
r egistered in either State but granted 
permiss i on to ply in th~ other, is 
required to be pa id in the home state 
in which such vehicles have been reg is­
tered. Passenge r t a x i s, however , 
payable to the corresponding State , in 
whi ch th e vehicle is allowed to p l y. 

In a mee t i ng held on 15th July, 
1986 bet"seen the Tranpsort Commis­
sion~rs and officials of Road Transport 
Corporation of both the States, it was 
mutually agreed that v~hicles of 
Haryana Roadc.iays may p_ly on thirteen 
r.ew routes partly situated in U.P. 
Permits for thirteen vehic l es for 3 
routes <two routes of Dehradun and one 
of Ag ra region) were issueG by the 
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Tranpspr~ Authorities of Haryana which 
wer• counter•i Qend by ' the State 
Transport Author i ty, Uttar Pradesh. 
P•rm i ts w"r• val i d for varying periods 
be t__,••n Au9u•t 1986 and November 1989. 
On & re>f4'r•nce made, by t he T rc:.nsport 
Ca.wnission•r, Uttar P radesh in December 
1'1"80, the • State Government stated 
<AuQu•t 1987> that such i nter-State 
reciprocal aQ r@ emen ts should not be 
confiidered ;u1 effective unless the 
&gr••••nt> are ratified by bot h State 
Gov•rna•nt'ii, and that road tax on 13 
vehicle• of Haryana Roadways <which had 
been plyin9 i n Uttar Pradesh s i nce 
August 1986) has become due and should 
be realised in.mediately under in tima­
tion to the•. 

Du.ring audit it was seen that th.e 
recovttry of the rda d tax had not been 
received in respec t of 13 vehicles 
plying on the 3 routes, viz., 
Faridabad-Dehradun, Jagadhri Saharanpur 
and Palwal-Aligarh for which permits 
valid upto 30.4 . 89 <2 vehicles> upta 
30.11.89 <B vehicles> and upto 10.3.90 
(3 vehicles) were issue~. On enquiry 
the Regional Tranport Authori·ty, 
Dehrta.dun i ntimated <May 1989) that tihe 
peNtits Nere c quntersigned by the State 
Transport Authority , Lucknow and there 
was no information with them about 
plying o f -such vehicles in their 
regi·on. Non_:-re~l isation of road tax 
from 13 vehic les of the Haryana 
Road~ay<s · plyiog on 3 of the 13 r outes, 

•· 
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for varying periods between August 1986 
and April 1989 resulted in lass of 
revenue amounting to Rs. 2.13 lakhs. 

The matter was reported to 
department and the Government 
Novemb.'?r 1989; th~ir replies. have 
b een received <April 1991 ). 

' 
4.5 Nan-levy of road tax 

sanctioned s tanding capacity • 

the 
in 

not 

Under the Uttar Pradesh Motor 
Vehicles Taxation Act, 1935 read with 
Uttar Pradesh Motor Gadi <Yatri-kar) 
Adhiniyam , 1962 and the rules framed 
t hereunder, fifty pe r cent of the 
sanctioned stand ing capacity i s 
recknoned as - additional seating 
cap ac ity for the purpose of levy, of 
road tax and passenger tax . . 

In Fatehpur Sub-region, 12 stage 
carriages plying on Fatehpur-Jahanabad 
route were authorised by the. department 
to carry standing passengers to the 

., extent of 25 per cent of the i r s ·eating 
capacities . They were paying passenger 
tax with reference to such standing 
capacity, but 'the same was not taken 
into account for the assessment of 
road-tax. This i"esulted in short-levy 
of road-tax amounting to Rs. 55,448 
dur ing th e period from January 1985 to 
March 1989 . 
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The matter was reported to the 
department and Gov~rnment between April 
1989 and May 1990; their replies have 
not been received <April 1991). 

G-{:;74.6 Non-realisation/short realisation 
of road tax. 

Under the U.P . Motor Vehicles 
~axatto~ Act, 1935, no mo t or vehicl e 
can be LtSed in any public place unless 
the owner has paid road tax at the 
appropriate rate specified in the first 
schedule to the Act. Road ta:< payab le 
in respect of a motor vehicle depends, 
inte r- a l ia. , on the class of route on 
~1hich i t plies viz., special ·, ' A'. ·s­
or ·c· class . A ~ehicle, plying wi thout 
permit , a ttracts road tax applicable to 
the highest c lass of routes i.e. 
special c l ass. 

It •)1as not.iced from 1;he Tax 
Posting Register and assessment files 
of concerned vehicles that in respec t 
of one stage carriage in Lucknow Re9ion 
and t\OIO stage carriages in Deoria Sub­
Region, road t ax was ne i 1;her paid nor 
recovered for various periods falling 
between July 1985 and September 1·999 
even though the papers relating to the 
veh ic 1 es <Regi s tration Certificate, . tax 
~ok~n etc.) had n o t been surrende r ed to 
t he officer concerned. Tax not recove­
red amounted to Rs • . 38 ,771. 

... 
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On t he om i ss i ons being pointed out 
i n audi t <February 198B and Sep !: ember 
1988> ~ the Regirunal Tra nspor t Of f i cer 7 

Lucknow issued demand notice on 17th 
February 1988 and the Assist ant 
Regional Transport Officer , Deor ia 
stated <August 19S9> that the amount af 
ta :< of Rs. 3,271 due in resJ')ei:t of five 
stage 'carriages had since been r ealised 
a nd d emil.nd notice had be e n i ssued in 
respect of remaining thre~ vehicles. 

The matter was reported to the 
Government in Apr.ii 1988 and November 
198S and again i n November 1989; their 
reply has not been . received <April 
1991). 

G-88 
4.7 . Non-levy o~ ro~d tax and goods t•x 

Under 'the Uttar Pradesh Mato~ Gadi 
<Mal -Kar) Adhiniyam, 1964 read with th~ 

Motor Vehicles Taxation Act, 1935, an 
operator o f goods vehicle is r equired 
to p ay road tax and goods tax a t 
presc r ibed rates on the eiuthorise d 
seat ing cap·ac i ty a nd pay load respec­
tively. The State Government may exe~pt 
from the levy of tax any goods carried 
for the defence of India or for an 
educ at ion a l, medical, phi I anthropic or 
other public purpose. The good~ 

vehicles pertaining to B;-idge 
Corporation or U.P. Steite Electricit.y 
Boar:d have not be~n al lowed e:<e111pt ion 
by any notificication issued under the 
said Acts. 
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Ci) In Shazipur Sub-region, 3 
vehicles each of Bridge Corporation and 
U.P.State Electr.icity Board, liable to 
pay ro~d tax and goods tax, were not 
assessed to tax for varying periods 
be~ween Apri l 1984 and September 1989. 
Non-levy _ pf ro.ad tax and goods tax on 
these vehicles resulted in loss of 
revenue amounting to Rs . 1~54 lakhs. 

The matter was reported 
department in .September 1989 
the Government in April 1990; 
repi ies have not been received 
1991) . 

to the 
and to . 

their 
<Apri l 

G -tO/ (ii) In Faizabad reg i on, scru t i ny in 
audi·t of Tax Regi.sters and assessment 
files revealed th.at road tax a nd goods 
tax in re5pect of two t r an?port 
vehicles were nqt assessed at all while 
in respect of another vehicle, assess-

' • 

ment was made incmrrectly. Non- -~ 

assessemnt/inctirrect a5seS$~ent for 
varying per-iods between Apri 1 1984 and 
September 1989 resulted i n short charge 
of road tax and goods tax amounting to -. 
Rs. 55,31i~ 

' 
On this be.in.._v1J&in ted out i n audit 

(August 1989>°, -. the d epart ment stated 
<Augu~.'f:. 1989) that r emedial me asu res 

W@! f' e t1¥i. r.q taken . · 

The mat ter wa s 
dep~~tment/6Qvern•ent 

r eported ·:;o 
in Augus t 

t h e 
1989 
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and again in April 1990; their replies 
have not been received <April 1991). 

4.B Non-realisation of permit 
enhanced rates 

f .ee at 
Gf'- 66 

Government through a .noti fic atiQn 
i ssued on 30th Ma~ch 1987, enhanced the 
rates of fees leviable under various 
provisions cif the Uttar Pradesh Motor 
Vehicle Rules, 1940. The notification 
inter-alia, lays ~own that the fee for 
the val ic i ty of the permit up to three 
days is chargeable a~ Rs.SO and for t he 
fol lowing seven days at Rs. 100. The 
fee for · every additional week 
thereafter is chargeable at Rs. 50 i n 
ea.ch case. 

In Basti sub-region, 2,423 special 
temporary permits, with val id.i ty . for 
three days, were issued during, tht! 
years 1988 and 1989 to t he operators of 
the stage- carriages · by the Co'l lec:tor, 
Basti ~ Permit fees amounting to Rs. 
1.21 lakhs w.as chargeable thereon , 
again·st which only a sum 1:>f Rs . 12,568 
was realised because of application of 
the cld rates, which resulted in los.s 
of Rs.1.0S lakhs. 

The case was r@pr.>rted to th• 
department in December 1~S9 and to 
Government in · May 1990; their replies 
have not been received <April 1991) . 
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LO$S o f revenue due to failure to 
grant licen~es to forward~ng 
agencies of public goods 

Under the provisions of Motor 
Veh icles Act . 1939, the State 
Governmerit framed th~ "U.P .Licencing of 
agents ~ngaged in the business of 
collecting, forwa rding and distributing 
goods carried by Publ ic Carriers Rules 
1978,"" ti1hich, inter-ali a provide that a 
1 ice nce shall be val id for five years 
and licence fee for the grant/renewal 
of such licenc e shal 1 be Rs. 550 in 
each case. A lice nsee shall also be 
required to d ~posit a security of Rs. 
2, ,000 either in cash or in an.y 
Government security approved ~y the 
licencing authority. 

Mention was made i n paragraph 4. 7 
of the Audit .Report for· t he year . 1978-
79, regarding non-enforcement of the 
rules a nd consequential los s caused to 
the dep a rtment. Dur ing discuss.ion of' 
th e parag raph in the Public Accounts 
Commit tee C 7th December 1981), the 
department assur ed that the provision 
of the Rules .would be enforced by 
surveys and by involving penal action 
as contemplated in the Rules. The 
Transport Commissioner, accordingly, 
issued (January 1981 and July 198~) 

instruct ions to al 1 Reg ion al "fransport 
Officers to conduct an intensive s4rvey 
and to challan the agents operating 
without valid licence. 



.. 

, 
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In Mor•da•ad region, 16 forwardin• 
agencies were operating since 1976 
without obtaining any licence despite 
the recommenmaticons of P.A.C. The 
department did not take any effective 
steps h> en~ur~ comp 1 ianc.e of the 
aforesaid instruct ions and t.o penal is• 
the above unauthorised forward in• 
agencies. The o~issiµn resulted in loss 
of revenue due to non-realisation of 
1 icence fee for the grant/renewal of 
licences frem forwarding agencies 
amounting to Rs. 26,400, besides 
5ecurity dep•sit of Rs. 32,000. 

On the omission being pointed out 
in audit <April 198tJ), the •part•ent 
stated <April 1~89> that necessary 
actien would be initiated. 

The matter wa5 reperted to the 
department in May 198tJ and ta 
Gov~rnment in March 1990; their replies 
have not been received <April 1991>. 

10-A.G. - 15 
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CHAPTER-5 

Sta..ap Duty and Registration Fees 

S.t Results of Audit 

Test check of the accounts and 
relevant records of District Registrars 
and Sµb-Rt!gistrars, conducted in audit 
during the year 1989-90, revealed short 
levy of stamp duty and registration 
fees amounting to Rs.51.06 lakhs in 194 
c ·ases, whi~h b .roadly fal 1 under the 
fol lowin~ cate.gori ese 

Number An1ount 
of <In lakhs 

cases of rupees) 

1. Short levy of 175 38.11 
stamp duty and 
regisration fees due 
to undervaluation 
of properti'es 

2. Short le.vy due to 9 7.23 
misclassification 
of documents 

3. Other cases 10 .. 5.72 

TOTAL 194 51.0b 

A few important cases noticed 
during 1989-'90 and earlier ye.ars are 
mentioned in the succeeding paragraphs. 

(226) 

• • 

• 
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G-183 

Short levy of stamp duty due to 
undervaluation of properties 

In case of instruments relating 
to immovable property chargeable with 
duty, the Indian Stamp Act 9 1899 provi­
des that the instrument shall truly set 
forth the full facts affe~ting duty. 
Under the U.P . Stamp Rules, 1942, as 
amended from t i me to time , the minimum 
market ·value of immovable property 
forming the sub ject of an instrument of 
conveyance, gift, settlem.ent, award or 
t rust s h al 1 be deemed to be not 1 ess 
than 25 times of the actual or assessed 
annual r ental value, "-•hichever is hig­
her , in t he case of a building. In case 
the prope rty is non-agricultural land 
and the land is situated within the 
1 imi ts of any local body, the minimum 
mar ke t val ue should be worked out on 
the basis of the average price per 
square metre prevailing i n the locality 
on the date of the execution of the 
instrument. For the ~uidance of the 
registering a u thority, the Collector of 
each distri'ct shall forward biennially 
a statement o f such average prices of 
different categ ories of lands in 
different local it ies. 

Ru les, fur~h er, provide that if 
the registering off icer has reason t o 
bel i eve that the c orrect valuation of 
the 'prop1;?rty cannot be arrived at 
without having r ecourse to local 
enquiry .or extraneous ev i dence, he may 
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after regi~terin9 the instrument, refer 
the sam~ tm th e Collec~or for deter~i­

.nation of the ac~ual ~arket value. 

In a numbe~ of cases seen in 
audit, plots of land meant f or residen­
tial or c ommerc i al purposes were 
undervalued by treating them as agri­
cultural l~nd or adopting the valuation 
set forth in the instrument which was 
much below the prevai 1 i ng market rate 
fo r residential/commercial plots no.ti­
fied hy the c6llector of th e district; 
but no act ion &alas taken by the reg i­
stering authoriti es for determining the 
p roper valuation of the property as 

. required under the Rules. Eighteen such 
cases, involving short charge of Stamp 
Du ty amounting to Rs.8.73 lakhs are 
me f" tioned below: 

Gi- \ b3 

r 

<a ><i > On the instrument of conveyance 
reg iste red at S ikendra Rau <District 
Ali garh) in February 1989, relating to 
sale o f land measuring 3266 square 
metres (si·t uat e d within town area of 
Baria l Magyar, Tehsil, Sikendra Rau> 
for cons truction o f residential houses, 
s tamp d uty was levied in October 1988 
adopt i n g the value of l and as for 
agricultura l land , although the purcha­
ses 1>1ere made for non-ag ricul t ur a l 
p urposes. The land was s o ld to 14 
different persons and was to be divided 
into plots~ However, the va lue adopted 
for levy o f Stamp dut y was that for 
agricultural p urposes v iz ~s. 41,500 as 
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against Rs . 9, 79,500 ir..1o rked out on the 
basis of ttie rates fixed by the 
Coliector in September 1 987 fo r reside­
ntial p urposes. This resulted in shor t 
levy of s~amp duty a nd registrat ion fee 
amounting to Rs .1~18, 915 • 

Th e matter was reported to 
depar. t ment/6overnment in January 1990; 
thei r reply is still awa ited (Apr i l 
1991 ) . 

~,f39 
(ii) On an instrumen t of conveyance 
r e lating ta a commercial p l ot 
a dmeasuring 4046~24 square met res 
( s i tuated within t h e limits of Town 
area F a r iha i n Distr i ct Mainpuri > 
executed in the office of the Dist rict 
Reg i strar, Mainpuri in November 1987, 
Stamp duty amounting t o Rs . 9 ,500 wa s 
charged by a c cepting the •value o f the 
plot as Rupees 1 lak h as shown in the 
i nst r ument. 

As aga inst the dec lar~d price of 
Rs. 24.70 per s quare metre, the a v erag e 

·~ price per square metre prevail ir.9 in 
the area as noti fied by the Dist.ri ct 
Collector in June- 1987 was Rs. 98 . 4 0 
per square metre for the locality. At 
this r~te, the value of the land worked 
out to Rs. 13.05 lakhs on which Stamp 
duty a;.10untin9 to Rs.· 1.24 lakhs was 
payable. Omission to value the land at 
t he prevailing market rate fixed b y the 
Collector resulted in d u ty being levied 
short by Rs. 1.14 lakhs~ 

( 
' 
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On this being pointed ou t i n aud it 
<November 1987>, the depar tmen t stated 
tha.t · the case wsuld be sent t o the 
Collector for adjud i cation. However , 
the dec i sion of the· Collector has not 
been received ~o far <April 1991 >. 

The matter wa s r eported to the 
departmen.t •i n December 1987 and to t h e 
Government in Ma.y• · 1990; their replies 
hav e not been r ecei ved <April 1991). 

G-lb~ iii°> At Jaunpur , i n a., instrumen t of 
conveyance <registered on 6th Decemb~r 

1988> re l ating to land admeasuring 2630 
sq. metres) , t h e valu ation of land 
adopted by t be r.e9isterin 9 authority 
was Rs. 2 l akhs a s aga i hst Rs.7.07 
lakhs computed on the basis of t he 
rates fi )( ed by th e Collector. The 
adopt i on of lowe r va luation resul~ed in 
short levy of stamp du t y by Rs. 73,515 . 

The matter was r epor t e d to the 
department in December 1989 and to 
Governmen t i n Hay 19 9 0; t heir replies 
have not b e en received <April 1991> .• 

G,-\'5 <iv) 
1989) 

I n the course of aud i t <September 
o f the Off i ce of the Sub-

Reg i strar, Handia, d i strict Allahabad, 
it w~s noti.c.ed that a r es i dent i al land 
measuring 251.0 square me tre s s ituated 
in Barau' marke t, Tehs i l Handia, 
district, ·-Allahabad Nas sold by a deed 
of conve yance t o t~n 'd i fferen t person s 
for reside'n ticil pu·rpose in t;he month of 

.. 
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September 1988. The Stamp duty and 
Registration fees were real i sed on the 
valuation of Rs.33,000 at the rate 
Rs. 14 per sq. metre set forth in the 
document as against the mark et val ue of 
Rs. 4.5 lakhs at the rate . of Rs v lBO per 
square metre as notif.ied by the Coll -­
ector, Allahabad for res i dential plots 
in Baraut market. The underv~luation of 
land resulted in ·short levy of Stamp 
duty and Registration fees amounting to 
Rs.54,232. 

The matter was reported to 
department in October 1989 and to 
Government in May 1990; their reply is 
awaited <April 1991). 

~-i.43 <v> On an instrument of conveyance 
relating to a commercial plot adme.asur- . 
ing 7245 squ.re metres (situated within 
the 1 imi t of Town Area Phulpur, Mau 
Aiema-Badgaon road of District 
Allahabad) executed in May 1989, Stamp 

, duty amount inf;) to Rs. 9,500 was 
charged, taking the value of -plot ~t 

Rs. 74,500 as shown in the instrument. 
The value ad~pted was 101.a1 as c~mpared 
to the ~ale price of similar other 
plots in the ~ame locality which ranged 
from R~. 100 to Rs. 150 per square 
metre as intimated by the Collector, 
Allahabad. Thus the minimum value of 
the plot computed on t he rate intimated 
by the Collector worked out.to Rs~ 7 .25 
lakhs, and adop-tion of the lower r ate 
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declarlid by the executant resulted in 
short levy of Stamp duty of Rs. B1,0b3. 

The matter was reported to the 
department in Apri l 1990 and t o the 
Governmen t in May 1990; th12ir r'epl i es 
have not been r e ce i ved <Apri l 1991 ) . 

<vi) On the i nstrument of conv~yance 
<registered i n Octob0 r 1989 ) i n r espect 
of residenti a l l a nd me asur ing 1882 
square met r es trans ferred in ·names of 
three di fferen_t p ers ons with d iffer e nt 
addresses s i t uate d i n vi l l age Chauc h o­
bon Gaon <distr ict E·tah ) , Sta:mp duty 
amoun ting t o Rs G 1 0 , 4 40 was l evi ed on 
Rs - 72,000 as shown in the i nstY'umen\; 
a 3 agai nst Rs. 4 , 23,500 worked out 
according to the rates fixed PY the 
Col l -ector. The under val uat i o n of 
p r ope r ty resulted Stamp duty being 
levied short by Rs. 50,968. 

The matter was reported to the 
dep a rtment/Government in December ~ 989 
and again in May 1990; thei'r repl i es 
have not been received so far <April 

/"'> I. 1991 ) . 

q -'~' (vii) At ·Kichchaha <District 
Naini tall on an instrument relating to 
sale of land f or industrial purposes 
executed and registered at District 
Registrar, Nainital in June 1988, Stamp 
duty was incorrectly charged on the 
valuatio~ of the property determinep at 
the rates notified for agricultura l 

• 

( 
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land as against the rate of Rs.85 per 
square met r e .fixed and notified by the 
Collector for village commercial land. 
Adoption of incorrect rates for valua­
tion of the property resulted in Staap 
duty be ing levied short by Rsn49 , 810 • 

The matter was 
department in June 

. 
reported 

1909 ,. 
to t h e 

and to 
Governmen t i n April 1990; their repl i es 
have not b een rece~ved <Apr il 1991>. 

~--144 
<viii) At Karvi (District Banda > on 
ti-10 deed s of con veyance <r egistered in 
March 1988 and September 1989 ) relating 
to shares o f two µartne~s in comm~rci al 
plots admeasuriog 7081 squ a re mEtrec 
<situated with in th2 munic i pal 1 imi ts 
a·f Karv i, · distr ict Banda> 9 shares of 
t'"Jo part ners · having one f ourth shar e 
each, ~ere valued at Rs s 4 lakhs which 
was lower as compared to the sale price 
of simil ar plots in the same locality, 
valued a t the minimura r a t e fixed by the 
Collector~ Banda for commercial plots 
at Tehsi 1 Karvi. Th e value of t h e two 
shares of the ·portion so worked out 
came to Rs. 7 . 9 1 akhs . The undervalua­
tion of the property by the exec·utant 
resulted in undervaluat ion of Rs . 3.9 
lakhs and its adoption by the Registrar 
nesulted in short levy of Stamp duty of 
Rs. 42 9 900 . 

The matt~r was 
department in March 

reported 
1989 and 

to t he 
to toe 
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Government in 1'14'Y 1990; their reply is 
r:· awaited <April 1991). 
~ .. llt5 . . 

(ix> In. audit <actober 1989> of the 
Office of the Sub-Registrar Harraiya, 
District Basti; -it was noticed that on 
sale· · of three plots measuring 22,962 
square m@tres situated on Faizabad­
Basti road side o;f _the ·village Parakha, 
Sta:mP duty of -R~. 13,625 was charged on 
con$ideration amount of Rs. 1.24,700 
set'fo~th in the deed. The market value 
as fixed by tl\e eo·11ector for property 
in. vicinity of the r.oad was, however, 
Rs. 50,000 per acre, if near the road 
and· .if lekateci close to the roa.d· it was 
Rs_. 80,000 per acre. For residential 
plots tht! •ark~t ;value was Rs. 15 per 
square feet. Computeci on the bas i's of 
the above values-, the price of the 
plots measuring ~2,962 ~quare metres 
NDrked 'out to Rs. 4, 17, 753. Under 
valuation of the plots in the deed and 
its acceptance ~s such resulted in 
short levy o:f Stamp .puty amounting to 
Rs .• 36,826. 

The matter was reported to the 
department in December 1989 and to the 
Gqvernment in May 1990; their replies 
have not been received <April '-991) .• 

C, .. \ ?,,O < x > At Shikohab.ad COistrict Mainpuri> 
an instrument relating to residential 
plots measuring 0.53 acre <2144.91 squ­
are metr11s> -~-ituated i n Sirsakhas was 
executed and regist~red in August 1987 

. p ' 



.. 

<235) 

for consideration of. Rs. 34,500 
.adopting the value of the land as for 
agricu ltural land instead of that for 
residential plots for which t~e rate 
fixed by the Collector was a·t Rs. 180 
per square metre. The correct value 
worked out to Rs. 3.86 l akhs on the 
basis of rates fixed by the Collector • 
Undervaluation of property resulted in 
Stamp duty and Reg i stration fees being 
lev i ed sho~t by Rs . 34,171. 

The matter was reported to the 
department/Government in December 1987 
and again in May 1990; their replies 
have not b@en received <April 1991). 

G; - \66 
·C>ei> In the course of audit <August 
1988>, of t he Office of the Sub­
Registrar, Mainpuri, it was noticed 
that a plot measuring about 2540 squ~re 
"'etres situated i~ the Mainp.uri Dehat, 
Nagla Baij·nathpur, village Ojanya 
Padaria adjoinfng . Transport Nagar, 
Mainpuri was sold for Rs. 48,00() and 
Stamp duty of Rs. 5502 was realised. As 
the plo.t formed part of th.e land 
al ready acquired by Government 'for 
Transpo_rt Nagar, it could not be 
t .reated as agricultural land. The 
market value of the plot, at ·the rate 
of 130 per ~quare metre as fixed by the 
Callee.tor, worked out to Rs. 3.3 lakhs. 
The undervaluation ~f the land resulted 
in short levy of Sta.mp du·ty by 
Rs. 32,487 (after adjusting Rs. 5520 
a.I r-eady p a.id>. 
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The matter . was reported to the 
department in October 1988' and to the 
Gove rnment in May '1990; their reply ha~ 
not been received <April 1991). 

G .. 'bZ ii > Two instruments of conveyanca 
relating to industrial plots measuring 
6070.70 square feet <3035.35+3035 .35> 
situated in Mohallah Arya Nagar in 
Sitapur city on road side were executed 
in the Office of the Sub-Reg i~trar, , 
Sitapur- {July 1988) on paymen t o ·f Stamp 
duty of. Rs. 24,496 computing the value 
of two plots as R~. 2.13 lakhs only. 

The Collector had.., however, 
prescribed <April 1986) a rate of Rs . 80 
per square foot upto 200 squ~re feet 
from the road side in Vijay Laxmi Na9ar 
and Ar y a Nagar locality i n city of 
Si tapur. At these ra'tes, the value of 
the lands worked out to Rs. 4.86 lakhs 
on which Stamp duty amounting to Rs. 
55,890 was payable. Omission to reckon 
th~alue of the land at the prevailing 
~ifket rate fixed by th~ Collector 
resulted ~n duty being levied in short 
by Rs.31,394. 

On this being pointed out in audit 
(June 1988> the dep.artment stated <June 
1988) that th.e .copy of the sale 
documents would be forwarded to the 
Collector, Sitapur for adjudication •• 

The matter was 
department in July 

reported 
1988 and 

to 
to 

the 
the 

( 
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Government in June 1989'; their replies 
are awaited <Apri·l 1991>. 

~-18{ 
<xiii) In two in~truments of conve-
yance relating to sale of plots 
measuring 13,282 square •etres and 330 
square metre~ in favour of an 
industrial conc•rn were re~istered at 
Ghatampur <District Kanpur Deha.t> 
during August 1986 and September 1986. 
The valuation adopted was at Rs. 95,000 

~ a·nd Rs . 2,500 respectively which was on 
the lower side than the market value 
notified by the Collector, Kanpur Dehat 
in August 1984 applicable for non­
agricultural villag~ plots of Tehsil 
Ghatampur. Non-application of even the 
minimum rates notified by the Collector 
resulted in undei valuat·i-QQ of indus-... 
trial property by Rs. 3.11 lakhs and 
short levy of Stamp duty . by Rs. 29,545 • . 

The matter was reported 
depar.\ment in January 1987 and 
Governm~nt in April 1990; their 
is still awaited <April 1991>. 

to • the 
to the 
· reply 

• 

G-168 
,~ <xiv) In District Gonda, on an inst­

rument of conveyance executed in July 
1986 relating . to a non-agricultural 
land admeasuring 0.50 acre (2ol.3•57 
square metres> situated in Mohall a 
Purani Bazar, Balrampur within ~he 

notified Town A_rea Tulsipu r, St•f'IP duty 
amounting· t o Rs. 3325 was char ged 
taking the value ·o f t he p lot as Rs . 
35 , 000 as for agricul tural l and , as 
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against t .he r ·enting price of Rs . 15 per 
square metre for sim i 1 ar. plots as 
prevailing in the locality as intimated 
by the Collector, Gonda.By computing on 
the basis intimated by the Collector, 
value of the 1 and "''°rked out to Rs. 
3,27 ,000 a;,d the undervaluation of the 
plot resul ted in short levy of stamp 
duty by Rs. 27 ; 7~0. 

On t~ i s beihg pointed out in a udit 
~March 1988), the department s~ated 
that a copy of the deed would be 
presented to the Collector f or 
determination of value •. 

The case was reported to the 
department/Government in April 1988 and 
May 1989; their reply is still awaited 
<April 1991). 

<:<v) At Kanpur, land admea~.uring 3072 _., 
square metres situated at Khyora 
Kachchar, "'ithin. the corporat i on 
limits~ was purchased QY ·10 people with 
different addresses by means .o f common \)' 
conveyance deed. Whil'e registering the 
above instruments, Stamp duty was inco­
rrectly levied based on its valuation 
at Rs 37,500 as for ' a91 · icultural 
land", instead of that for residential 
land " . The value adopted was Rs. 37,500 
as against Rs 2, 7~,625 worked out on 
the basis of the rates fixed by th~ 

Collector . This resulted in short levy 
of Stamp Duty ~mounting to Rs.27,400. 
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Ttie matter was -reported to :the 
department in March 1989 and to the 
Governm~nt in April 1990; their repli~s 
have not been received <April 1991). 

~-f46 
<xvi) At Mussoorie (distric~-
Dehradun) in an instrument of conve­
yance executed and registered in July 
1987 in respect of a pi!!ce of land 
measuring 1072.77 square metres, 

~ situated on Rajpur Road, value of the 
plot as mentioned in the deed and 
adopted by the registering authority 
~•a.s Rs. 3.25 lakhs as against the value 
of Rs. 6.97 lakhs computed on the basis 
of the minimum .rate of Rs.. 650 per 
square metre fixed by the Collector. 
The ~doption of lower valuation 
resulted in short-levy of Stamp duty by 
Rs. 24,658. 

The matter was reported to the 
• department in July 1988 and to the 

Government in May 1.990; their rep.lies 
have not been received <April 1991). 

~- \~2 
"', <xvii) In an instrument of conveyance 

relating to residential plot measuring 
668.85 square ~et res situat ed in 
Maha:rajganj (district Ghaziabad) , the 
valuation of land adopted by the 
registering authority was Rs. 1.20 
lakhs - as against Rs. 3.20 lakhs 
computed on the basis of the rates 
fi xed by the Collector. The adoption of 
lower valuation resui ted in short levy 
of Stamp duty ~y Rs. ~3,000. 
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On being pointed out in aud it 
<March 1989}' the department stated 
that the land in qu~stion was 
u ndeveloped and si tua ted i n the 
interior of Mahara.jganj. 

The matter .was reported t o the 
Government/aepartment <Apri l 1989 and 
June 1990>; thei.r reply has not been 
rec ei ved <April 1991). 

Gt~ \~4 ~ (xv iii> An instrument of conveyance 
relating to the land measuring 866 
squar e metres situated in ~ohalla-Ka~ra 
Haveli <a village included i n t he list 
of developed vi 11 ages) in Tehsi l and 
District Bast i, was executed based on 
the value of plots of land at Rs. 
15, 000 as shown l.n the instrument. It 
was registered on 17th February 1988 by 
the Sub-Registrar, Basti o~ payment of 
a stamp duty of Rs. 1875 only, treating 
it as for agricultural use. On the 
basis of the rate of Rs. 215 per square 
metre for roa~ side land fixed ~y 
Collector, Bast i, the value of 1 and 
worked out to Rs.1.86 lakhs, and · as 
such, stamp duty of Rs. 22,188 was 
leviable. 

The omiss i on to evaluate the land 
at the . rate presc r ibed by the 
Collector , result~d in the short ~evy 

of stamp duty by Rs .. 20, 3 .13 and of 
registration fee of Rs. 90 . 
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The matter· wa<a reported to 
dep a.rtment/Government in Febr-uary 1989 
and again i n M&y 1990; their reply is 
sti l l awai ted <April 1991) 

(b) Under-valuat ion of ~e5id•ntial-

cum--c:01RtaeJ-Cial building. ~ - I SJ 
On a sale deed ~egistered at 

Hathras , d istrict Ali9arh in March 198~ 
Stamp duty of Rs. 19,000 on 4l property 
compris ing a building having th ree 
shops, four rooms, o pen land, boundary 
wall and iro n gates <all measuring 
1217-28 s quare metres> ~as levied on 
the sale consideration of Rs. 2 lakhs. 
There was nothing o n . record to i ndicate 
that t he mar ket value of the shops an d 
rooms existing on the premises had been 
work ed out fa~ levying stamp duty. 

Taking the minimum rate for other 
Mohallas o f Ha t hras Tahs il as fixed by 
Collector, Aligarh (effec~ive from 16th 
May 1985 > .at t he r a t e of Rs. 350 per 
square metre, the c ost of land alone 
"'orked out t o Ps 4.2_7 lakhs on which a 
stamp duty of Rs. 40,565 was payable. 
The marKet va l ue of the super structure 
tJ10ul d be in addition • 

. No act i on was 
reoisterin9 authqri t y 
for th e relevant 

t aken by 
either to 

i n formation 
deter~ining the proper valuation of 
property or to refer the case to 
Collector after registering 

10-A.\1.-16 

the 
call 
for 
the 
the 
the 
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docu~ent. The adoption of 
valuation resulted in short 
stantp duty at 1 east to the 
Rs. 21,565 on land alone . 

incorrect 
levy of 

e-xtent of 

The ma\ter was reported to the 
departm@nt in April 1987 and to the 
Govern•ent in Hay 1990; the i r replies 
h~v• . not been r•c•ived <April 1991>. 

' 
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CHAPTER-6 

LAND REVENUE 

6 ~ 1 Resul t s o f Audit 
G; , \ qg 

Tes t c h ec k of the. accou n t s and 
r e l evan t rec ord s of the v a r iou~ o ffices 
o f t h e Re v enue Departmen t conducted i n 
Aud i t Dur\ng the period from Apr i l, 
1989 to Marc h 19 9 0 , r eveal e d under 
asse~sments of land revenue ar.d land 
deve lppment t ax , .heavy arrears of 1 and 
rev enu e and land development ta:<, a nd 
short-re al i sa ti on ·of collection charges 
amount i n g to Rs. 141.02 lakhs in 311 
c ases, wh ich broadly fall under the 
fo llo wing c ategories: 

Items N-o.of I Amoun t in 
casss lakhs of 

rupees > 

1. Non- levy o r sho r t 1 evy 216 105 . 49 
of land rave nue and I and 
de velopment t ax 

2. Arrears· of land revenue 3 22 ; 10 
and l and deve l opmen t t a x 

3 . Short recuve.ry of col I- 62 7 . 17 
action charges 

( 243) 
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Non co~ ry of fee r 30 
supply of ba i If' s Bookl 

TOTAL 

A f e\11 lft10 r 
r ng • 09 9< aid 
tio n e s 

?.Non re ov ry of 

311 4 

f'\ 

ear 
_eed 

collect1cn 

9 d1str ct , in 
re. verect ft r 

cert1f1cates, 

.I 

mount1nq t R • ~ 

al1sed dur1n ~h~ 

-9( -

be1nq pointed ou~ 
Janu ry 1989 and 
concerned T ahs1 l 

ion was being ta en 
l 1 e c. t ion c h a rg P •• 
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Further report h-.s not been rece1 ved 
<April 1991). 

The above case were rep t 
the departmept betw en March 9 d 
January 1 Q90 and to Gov nmer e 
1990; their replies ave n 
received (April 1991). 

6.3. Non-depo~~t of servic ch r s 

Under Section 122-B of 
Z m1dar1 Abol1t1on and Land 
Act, 1950, where any prope ty 
a Gaon Sabha 1 c: damd.ged or 
priated, the amount of com n 
damages, m1sappropriat on 

cup a t1on of such l an 
recovered c:.s arr rs of 
1h amount so recov e 1 

the consol1d ted Gaon Fund 
124 ibid. In 
dated 17th June, 
R venue d1r cted t 

t ru~ted "11th the 
th compensa t: io , 

nt v as to b 
tr asury as 
b la ce lnto 
Fund. 

Compensation 
etc:. cimount1ng t r.. 

red by the 
\pur BQes 

198 
r.um 

G-29 
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per cent of the cl;>mpensation amount> 
was . required to be deducted and 
reaitted into t~~asury toward~ s~rvice 
ch~rges, but ~as not done till the date 
of audit ·<December 1988>. 

The matter was reported 
department in February 1989 
Government in January 1990; 
replies "have ne>t been received 
1991)-. 

to the 
and to 

the i r 
<Apri l 

6.4. Non-recov~ry of land revenue. 

In . accordance with paragraph 1p6 
of the. Revenue Manual ~ remission of 
rent ~nd r-even'tle may be recommended by 
the Collector when the agr~cultural 

calaaity is exceptionally severe or 
Nhen the · econoO'lic condition of the 
people has been . r educed ~Y previous 
cr~p fa i 1ures. IA case of cal~mity 
affectih~ kharif crop, ordina~ily 

suspension of reco.very is cons~der~d to 
·be sufficient exa!!pt when the khari f 
crop is e·xceptionally important. 

During audit <August 1989) of 
Tahsil Bhogn ipur <Kanpur Dehat>, it was 
noticed th-at ·proposal · for remission of 
iand r evenue amount ing to ~s. 79, 
SOS.65 due to damage of kharif crop of 
1393 fas li (Jul~ 1995 to June 1986) in 
re~pect of 78 villages was sent by t h e 
Colle-ctor, Kan pur Dehat -<November 1986) 
t o ttie Board of Revenue.. The case was 
not found to be i n conformity with the 



• 

(247) 

provision of the rule ibid and it was, 
accordingly, rejected by the Board 
(December 1987). Although over two 
years have ' elapsed, the recovery of 
land revenue has not been mad~ 

<February 1990). 

o .n this bein.9 pointed out in audi·t 
in August · 1989 the department stated 
<August 1969> that tbe 01·ders rejecting 
the remission were received late (June 
1989) and recovery would be made. 
Further report has. not -been rece ived • 

The 
Government 
reply has 
1991>. 

ma~ter w~s reported to 
in Sept~mber 198~; their 

not been received CApri 1 

G;-80 
6.S. Allowance of excess rel~~f of 

land revenue. 

I~ accordanc~ with the provisions 
of paragraph 168 of the Manual of 
orders of the Government of Uttar 
Pradesh i n the Revenue Department 
Volume I, remission of rent and r evenue 
requires t he sanction of the 
Government. 

In Tahsi l Dehradun, relief in land 
re venue for Kharif crops adversely 
affected by ~n agricultural calamity in 
1395 fasli (July 1987 ta December 1987) 
was computed at Rs. 1,04, 746 and sent 
by the ' collector to Government for 
approval. The Government c.pproved the 
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proposal for remission to the extP.nt of 
Rs . 41,276 only 'but th e en tire amount 
of the proposed re l i ef of Rs. 1.04,746 
was allowed and ad Justed against 
demands by the depar tme n t. This 
resulted in allowance of e:<cess relief 
of Rs. 63,47~. 

This 1a1as po inted out to the 
department in December 1989 and to 
Government in May 1990; their rf?plies 
have not been received <April 1991). 

Non-deposit of fee for supply OT 

jot bahis. 

Under s ub-section <4> of section 
33 of the U.P.Land Reverue Act, 1901, . 
every tenure h older 1s supplied with a 
j_ot bahi <pa9s book > in respec·t of all 
holdings of land held by hinl on payment 
of prescribed f ee, wh ich is recoverable 
as arrears of 1 and revf!nue. Jot bah i 
was · introduced by the Government with 
effect from 1969-70 <1~77 fas~1 i.e. 
J uly 1969>. 

In Ta.hsil Nighasiln, d1str1ct 
Lakhimpur Kheri, 5000 jot bahis were 
issued to Land Record Inspectors 1n 
1976 for distributi on, in" respect of 
which 1 fee amounting to Rs. 25,000 was 
recoverable, '1Jhich remained unrea1 ised 
(April 1991). 

The m•tt er w.:.s reported to t11e 
department and Gov~rnmer.t 1n Febru01ry 

• 

, 

j . 
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7.1. 

OTHER .TAX RECEIPTS 

A-ELECTRICIT\i DUTY 

Results of Audit 

Test ~heck o f th e accounts of the 
Assistant Electrical Inspector/appoint­
e d author i t i .es, conducted in audit 
during t he year 1989-90, revealed non­
levy or short levy of Electricity Du~y 
and Inspection Fees amounting to Rs. 
1" 79 lakhs in 9 case~. 

An important case . n o .t iced during 
1989-90 and earl ier years is mentioned 
in the fo llowing parag rap~. 

7.2. Non-levy of Electricity duty 

Under the U.P. Electric ity Duty 
Ac t 1952, elect r ic ity duty is leviable 
on energy sold to consumers a t rates 
notified by the St~te Government from 
t i me to time. The Ac.t further provides ' 
that for the purpose of _cal~ulation of 
electricity duty, en~rgy supplied free 
of charge or at conces,sional rat e s to 
certain categories of · consumers, by a j 

l icensee or the Board, shall be de emed 
to be energy sold at rates applic abl e 
to other consumers o f th e same 
category. In September 1984·, Governmen~ 

clarified that even in respect of 

(250) 
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energy supplied at concessional rates 
to defence offit:ers by the appointed 
authorities <Defence Depar tment>, the 
rate charged f or energy c o nsumed would 
be deemed t o b e t h e full rate 
.applicable to o t he r c onsume r s of the 
same category, and that t°fla di fferenc:e 
be t wP.en the ord inary · rate and 
concessional r ate· t.sas to. be borne by 
the Deferice Dep~rtment~ 

Non-rec overy o f e lec t r i c i ty duty 
in r espec t o f s u pp ly Qf ~lectricity, 
free of charge, to certa in consumers of 
the Defence Departme n t posted at Meerut 
was commented up~n, i n paragraph 7.7 of 
the Audit Report 1985-86 and · the 
Government had proposed <May 1987) . to 
i n timate the i r dec ision e ar l y which, 
h o we v er, was awaited <April 1990). It 
was noticed in subsequen t a udit c onduc­
ted i n August 1989 t hat th e concerned 
appointed a uthority at Meerut was not 
depositing electrici ty duty recoverable 
in res pec t of such supp~ ies even after 
5 years of i s sue of Government 
cl arifica t i on i n September 1984~ The 
con sumpt i on of energy supplied f r ee of 
charge dur i ng t he p er i od from January 
1986 t o De cember .1989 to the. above 
cate gory aggregated 27.60 lakh . un i ts 
i nvolv i ng electric ity duty of Rs. 1.38 
lakhs which was no t l e vied by t he 
dep artment • . 

• 
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The 
Go\lernment 
is at.,aited 

mattPr was 
<October 1989 >; 
<April 199 ). 

eported to 
th ir re ly 

-TA ON P CHA E OF SUSARCANE 

4 

. _,. Results of Audit 

Te t chec of , re or 
cto~1 s and ndsar1 

cted 1n audit during th 
989-90, revealed non-levy/~hort 

urchase Tax on Sug~rcane 

Rs. 171.60 lakhs in 28 c: 
dly fall under th 
ori~ : 

I ranee of Sugar •i th ut 
p ym nt of purchase ta 

eul r d f ta 

hort asses t 
o -cbserv • ul es 

rr "1 l f x t1on 
o-f 1ate 

~umber 

0 

cas s 

6 

7 

2 

$. her c s 6 

28 e . 

n 
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A few important cases - are 
mentioned i n the succeeding paragraphs. 

7.4 . Short pay•ent/Non-payaent of tax 
by sugar factories G- f 86 
Under t he U.P . Sugarc ane 

<Purchase Tax ) Act, 1961, tax on 
p u rchase of sugarcane consumed in 
manufacture of sugar · is lev i ed at t he 
time of removal of sugar from the 
fac tory. For this purpose, prov isional 
rate of tax per bag of s~gar, based on 
t he data· of the previous s e ason, i s 
fix ed by the Assessing Officer at th e 
beginning of the crushing season 
<September/October> and the final rate 
of tax is fi xed at the end of t h e 
crushi~ season <March/April> by t aking 
i nto account the remaining · stock of 
sugar of the season and the amount of 
ta:< paid at the _provis·ional r ate fo r 
that season. Under sectio_n 3A<3> of the 
Act, the factory owner ·is requi r ed to 
deposit the balance amount of unpaid 
tax at the time of· clearance of the 
last bag of the sugar from the f actory. 
Fai lur e to · do so renders the o~mer 

liable to pay pen.alty of a s um not 
e xceeding one hundred per cent of t he 
balance of tax so payable unde r sectio n 
3A C 5 > < b > of the Act i-b id • 
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(a) Short payment of tax due to 
incorrect fixation of final rate. 

A sugar f a~tory in Rampur 
d\strict purchased 40,36,39~ . 43 

quintals of • s~garcane during season 
198.6 - 87 on ~f:1ich purchase tax of 
Rs. 50.45 lakhs was leviable at the 
rate of Rs. 1 . 25 per quintal of 
sugarcane. On the clearance of the 
en ti re stock o f 3 ,29, 180 bags of 
marketable ·su9ar from the beginnin g of 
the season till 31st May 1988, tax 
amounting tc;> Rs. 47 .25 lakhs was 
realised by th• depar~ment at the 
provisional· rate of Rs. 13. 70 per bag 
from the beginn~ng of crus~ing season 
to 10th November 19~7 and from 11th 
November 1987 to May 1988 and the final 
rate of Rs. 18.50 per sugar bag fixed 
by the Assessing Officer. The fi~ation 
of incorrect rate resulted in tax of 
Rs. 3.20 lakhs remaining unpaid a ·t the 
end of· May 1988 when no stock of sugar· 
was left in hand • 

. On the ~rregularity being pointed 
out in au.di t <February 1990> , the 
Government <Apfil 1990) directed the 
Sugar Commissioner to forward t h e comp-
1 i ance report of t h e department under 
intimation to them. Report on recovery 
of . the balance amoun t of tax and also 
an action tak~n f6r the recovery ·of 
penalty have oot been received <Apri 1 
1991 ). 

.. 

, 
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Cb) Nan-fi xation of final r a te. c;_ \88 
In Deor ia district, a sugar 

factory had cleared (dur ing January 
1988 to Apr i l 1989) the entire stock of 
marketable sugar of 1987-88 season 
<excluding 'brown sugar which ~ias to be 
removed on l y for reprocessing wi thin 
the factory> at the p r ovis ional rate . 
The purchas.e t ax liability of the 
season was, however, not fully dischar­
ged in the absence of the final rate of 
tax per bag which was to be fixed a t 
the end of the crushing s e ason 1987-88 . 
The balance of ~npa i d tax . for t he above 
$eason amounted to Rs ~ 72 ,566. Besides, 
penalty up to 100 per cen t o f the t ax 
was recoverable for default in 
discharge of the ta-x l i ab ~l ity in lump 
sum at the time of tax clearance of the 
last bag of sugar from the facto ry . 

On this being pointed out in 
audit (June 1989), the department 
stated <February 1990) that by orde: r 
dated 1.5th December 1989 f1nal rate of 
tax at Rs. 0.80 per sugar bag ha~ been 
fixed and on clea~ance of rema in ing 
stock of 920 sugar bags, the entire tax 
liability would be l iquidated . The 
procedur·~ adopted by the d epartment was 
irregular as it mi .l i tates against the 
provisions ~f r.u~es frame d under the 
Act as s tated a bove . 

The 
Government 

c ase was 
i n February 

reported to 
1990~ their 
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However, no instalment had been paid so 
fa r <Apr i 1 1991 ) .. 

Except for an 
<April 1990), the final 
Government has not been 
1991}. 

interim 
reply 

received . 
reply 

of the 
<April 

Cd> Short payment of tax due 
-clearance of sugar bags at 

r ate. 

Q-187 
to non 

final 

In Bahraich district, a sugar 
factory pur chased 11,66,514.30 q u i ntals 
of sugarcane during the season 19B7-88 
on wh i~h cane purchase t ax amounting to 
Rs. 14.58 lakhs Cat the rate of Rs. 
1 . 25 per quint al of sugarcane> was to 
be paid on the total quantity of sugar 
produced during the said season. The 
factory produced 1 ,02,005 quintals i.e. 
1,02,005 bags of sugar dur ing the 
season, but cleared only 63,661 sugar 
bags and paid tax on purchase of 
sugarcane amounting to Rs. 8.59 lakhs 
upto August 1988. From the balance of 
38,344 bags (incl uding B30 bags brown 
BISS sugar> the cane purchase tax 
liability of Rs. 5 . 98 lakhs ,..,as to be 
recovered- As such the Assessing 
Off.icer fixed the final ra-te of tax of 
Rs. 16 per sugar bag as per his order 
dated 19th September 1988. Though the 
factory cleared 34,117 sugar bags from 
September 1980 to April 1989, cane 
purchase tax of Rs. 4.62 lakhs only was 

10-A.G.-17 
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paid. This resulted in sho~t payment of 
tax of Rs . 81,872. 

On the irregularity being pointed 
out in audit <June 1989>, the 
department recovered tax amounting to 
Rs. 81,871• in· August 1989 and penalty 
of ijs. 7.4~6 in December 1989. 

The matter was reported to 
Government in February 1990. 

\ . 



CHAPTER- 8 

FOREST RECEIPTS 

8.1 RESULTS CF AUDIT 

I rregu l ar i ti_es 
t e st c hec k o f t he 
c ...,nd ucted b y Aud j t 
b roadly as unde r: 

n o t i c ed d uring 

SI. 
No. 

1. 

2. 

3. 

"· 
5. 

6. 

7. 

d i vis ional records 
during 1989-90 were 

Category Nuaber of Aaount 
cases I In lakhs 

of _rupees ! 
1989-90 1989-90 

---- ----~----- --------- ------.-- -----------

Incorrect f ixat ion of 
'~ 

22 1357.94 
royalty 

IrrecutarH ies in col.lection 6 350. 27 
and disposal of tendu !~aves 

Irregularities in extraction 17 61 .65 
of rHin 

Loss of rev~nue due to non- 26 22.20 
registration of sav •ills 

Mon-levy/Short levy of penal ty 2 13.46 

Mon- real isation of iuse rent 4 ~ .- 54 

Loss of r~Y.enue due to · non-1 ny 18 5. 42 
of stup duty 

<259"> 
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8. 11 iscel laneous 134 273.86 

229 2091.34 

A few important 
audit are mentioned 
paragraph s. 

cases 
in the 

8.2 Forest offence · ~ases 

8.2. 1. Introductory 

noticed in 
succeeding 

Causing damage to forests by any 
of the f ollowing acts, namely cutt ing 
and remova l of al").Y t~ee and the collec­
t ion and r emoval of forest produce, the 
c learing and breaking of land for 
cu l tivation, g r azing of catt le, cutting 
of grass a nd the light ing , k indling o r 
bu r ni n g of any fire near the forests 
without vali d authorisation is an

1

offe­
nce, punishable with f ine, besides 
con f iscation of the producen In case 
the produce i s not confisca~ed and is 
allowe d to b e retained by t he offender , 
he i s requi red to pay its value in 
addit ion to th e f ine impose d fo r the 
offence. The of f ence can tt~ q ll :~ounded 
:Jy th f'o 1· e<-3t off i.c e r by rec.ovt:-~·ing the 
v~Ju~ of the fore s t produce damaged and 
01· remo· ... e d and c ompensation Cpena l ty ) 
for the damage. Th e d~partmental off i­
cer not ic i ng such an offenc e is 
r e quired to prepare a report a nd 
for\l.1ard i t t o Sub-Divis i onal Off.icer/ 

· Divisional Officer and th e concerned 
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Range Officer so that the 
registered for investigation 
action against the offenders. 

offence is 
and penal 

Section 468 of · the Criminal 
Procedure Code lays down that no cour t 
shall . take cognizance of an o f fenc e, 
a~te~ the expiry of one ye~r, · i n cases 
where the maximum punishment l ev'iabl e 
is six months. 

Pending investigation, the se ized 
forest produce is kept under t he 
custody of the department , til.l the 
i nvestigation is completed. However , i f 
the place where the offen~e i s noticed 
is far from the Range Office, the cust­
ody of the seized mate rial is entru~ted 
to a person known as Supurdgar <Non­
?ff icial). 

With a view to check the menace 
of illicit ·telling, two schemes v i z .. 

~ "Forest Protection" and "Int·ensi fi­
cation of Forest Mana9ement" "'ere 
launched in the State of Uttar Prades h 
in the year 1974-75 and · 1981-82 respec­
tively. The latter scheme was merged 
with the former in the Seventh Five 
Year Plan <1985-90). Till March 1989, a 
sum of Rs. 374.08 lakhs had been incu­
rred in respect of both the sch.emes. 
The schemes had no . visible effect on 
curbing the offence cases whose number 
was only marginally lesk in 1988-89 as 
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compared to 1981-82, as shown below:-

Year No.of cases No. of Cases Revenue 
registered compounded realised 

I Rs. in .. 
lakhs> 

------- --- - ~----- ------------ -------
1981-82 4,799 3, 636 7 . 13 

1982-83 4,833 3,601 9.59 

1983-84 4, 153 3,031 8.09 

1984-85 4,702 3 , 150 7 . 57 

1985-86 4,716 3,219 9'}13 

1986-87 4,692 2,944 9.69 

1987- 88 4,295 2,442 9.94 

1968-89 4,305 2,295 6.33 
------------------------------------------
8.2. 2 Organisational set up 

At the apex leve 1, the Prine i p al 
Chi e f Conservator of Forests, Uttar 
Pradesh is the Head of the Department 
assisted by eleven Chief Cons ervators 
of Forest. For the purpose of efficien t 
fl)anag~ment and control, the department 
is divided into thirty fiv e forest 
ci rc l es and each ci rcl e i s under the 
administrative charge of a Conserv ator 
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of Forests, Director or Regional 
Dire·ctor, . a~ th·e case may bt!. A Circle 
is divide~ into divisons · and ~he charge 
of each division is held by Divisional 
Forest Off i cer/Divisional Director ass­
isted by Sub-Divisional Officers. A 
forest division is sub-divided in.to 
ranges which are headed by Rangers or 
Deputy Rangers. The ranges are divided 
into beats, the charge of which is held 
by the forest guards. 

8.2.3. Scope of 9udit 

In order to ascertain whether 
the schemes launched by ~he Government/ 
department to check the menace of 
illicit \ felling of trees have been 
faithfully implemented and whether the 
r~levant provisons of r ules have helpetl 
in curbing the forest offences, a test 
check of records for the per iod from 
1978-79 tci 1988-89 relating to f orest 
offence cases r-egister.ed i n 13 
divisions+ during tt:le period from 
November 1989 to May 1990~ was conduc­
t e d and information collected. Several 
irregul arities which came to light 
during t he test c heck are discussed in 
th e succeeding parag r aphs. 

•Dudhwa Nat i onal Park , Faizabad, 
Garhwa.J , 11arada.ba.d,. North Gorakhpur, 
North Kheri, Pratapgarh, South 
Pilibhit., shivalik, Tarai Ea.st, Uttar 
K~shi, W~st Almora ~nd Wast Mirzapur . 
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8.2.4. Trend of offences 

The trend o f forest offepce 
cases whi c h escaped detection between 
1973-74 ~nd 1986-87 as reported by the 
department ' was as under:- ~ 

1973-74 
1974-75 
1975-76 
1976 -77 
1977-78 
1978- 79 
197 9-80 
1980-81 
1981-82 
1982-83 
1983-8~-

1984-85 
1985-8~ 

1986-87 

No . o f cases remai ­
ning undetected 

4,007 
5,804 
5,027 
4,565 
3,760 
4,452 
5,981 
6,801 
5,323 
s;236 
5,520 
8,028 
4,736 

10,568 

f 

The number of fo r est offence 
cases which escaped detection sho"'ed an 
uneven t rend. There was an increas e of 
5 0 pe r c ent in 1984-85 and 163 per cent 
in 1986- 87 ov~r the cases remaining 
undetected in 1973-74. This would indi-
cate that 
effective 
tellings . · 

the department h ad not taken 
steps to prevent illicit 
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8.2.5. Highlights 

~1> Out of 56;493 forest offence 
of March 

more than 
a ~um of 
finalisa-

cases reg is tered till the em~ 
1989, 12 , 438 cases wh ich were 
1 to 10 years old, in vol v iog 
Rs. 68 . 42 lakhs, were pending 

,. ti on. 

~ . 

(2) During 1980 to 1989, 26,560 trees 
of various species valuing Rs 15.46 
lakhs were fell·ed illicitly; but the 
offences were no~ detected in time, and 
were neither registered nor investi­
gated, thereby resulting in s ubstantial 
loss of revenue. 

(3) 59 forest offence cases involving 
a sum o f Rs 2.39 lak.hs had become time­
barred for filing in Courts~ 

(4) Due to non-revision o f · rates in 
two Div i sions for recovery o f the pr i ce 
of t rees illicitly felled• by contrac­
tors etc, there was loss of revenue of 
Rs 83.82 1-akhs. Royalty amounting to 
Rs. 7 . 10 lakhs in respect of seized 
produce and lots allotted to Uttar 
Pradesh Forest Corporation remained 
unreaJ.ised. 

( 5) Be hie en 1968-69 · to 1988-89, 
15,417.70 hectares of forest land had 
been encroached upon and 36,846 trees 
valuing Rs 1099 l ~~hs were ill ici tly 
tel led by encroac:1ers. 
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8.2.6. Delay in compounding of offence 
cases 

As p.er Government orders, compen­
sation to ·be demanded for damage· should 
be finalised within three months of 
commission of offences • 

. 
It was, however, noticed that out 

of 56,493 cas~s registered during the 
period 1978-79 to 1988-89, 12,438 cases 
involving Rs. 68.42 lakhs as p er details 
given below were still to be compounded 
<April 19991 >. 

Period of delay 

til "ore than 10 years old 

ti i l "ore than 5 years but 
Jess than 10 years old 

(iii I Upto 5 years old 

Total 

Ho. of cases 

---------

2,036 

3,656 

6, 746 
-------
12,438 
-------

A•ount involved 
<Rs. In lakhsl 
---------------
0.60 

6.47 

61.35 

68.42 

On this bein g pointed out in 
aud ~t <November 1989 to May 1990) the 
respective Divisional ·Forest Officers 
stated <May 19 90) that the cases \l.lere 
pending at the level of the Range 
Officers for final investigation. The 
reply indicated that there . was no 
ef fectiv~ monitoring of the progress in 

t· 
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disposal of cases at higher level. The 
Chief Conservator of Forests <Adminis­
tration and Planning>, Lu~know admitted 
<March 1990) that no monitoring of such 
cases was done either at the level of 
Chief Conservator or Conservator of 
Forests. However, the Divisiona~ Forest 
Officer, Shiv alik Division~ Dehradun 
had raised demands in respect of all of 
245 outstanding cases involving · Rs. 
1.56 lakhs agains t the concerned staff, 
r~covery of which wa s reported to be in 
progress <April 1991). 

0.2.7. Illici"t 
detection 

fellin9 escaping 

In accordance with the provisions 
contained in the Uttar Pradesh Forest 
Manual, forest guards and other subor­
dinate forest offic ers are required to 
report offence cases within twenty four 
hours of the time of detection of such 
cases. 

It was , however, nottced from the 
records that 26,560 trees of varibus 
species valuin g Rs. 15.46 lakhs were 
illicit l y felled during the period from 
1980 to 1989 in seven forest divisions 
<North Gorakhpur, North ·Kheri, Shiva­
lik, Sputh P i libtJit, ·uttarkashi, West 
Aimora and West Mirzapur> which escaped 
d e tection, ~s a result of which revenue 
to that ex t ent h ad been lost . Besitles 
t h i s, no ac tion cotild also be initiated 
against the .of.fenders since the 
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fellings were not noticed in t ime . The 
department s t ated <May 1990 ) that 
discipl i nary action h as been initiated 
against the officials in charge of the 
beats. ~ 

Pert inPntly, the Conservator of ~ 
Forests, Bhagirathi Ci rc le, who conduc-
ted inspect ion of Ut t arkash i Forest 
Division in April 19 B9 h ad obse r ved 
that the il licit fel ling had occurred 
due t o l apses on t h e part o f th e 
Divisional Forest Office r . Further, 
d e velopment i n the c a se was awa ited 
<Apri l 1991 ). · 

B.2.8. Registrat i o n of o f fence cases 
without mone y value 

According to the Gov e rnment 
orders, each offenc e case should b e 
r egistered , indica-ting the value of the 
damage c a used by. t he o ffenders. 

However, i t was found that out of 
56,493 cases registered upto March 
1989, _ in respect of 19 , 096 cases (33.8 
per cent) registered in fi ve forest 
div is ions <Dud hwa National Park, North 
Kheri, Tarai East, West Almora and West 
Mirzapur>, the money value had not been 
indicated. 
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8.2.9. Loss of revenue due to time­
barred cases 

Section 468 of the Criminal 
Procedure Code, Inter-alia, provides 
that the · offence case should be filed 
i n the court with in one ye-ar of its 
occurrence fail i ng 1.>1hich it would 
become time barred • 

A s~rutiny of the Register of 
Civil arid Criminal Cases revealed that 
59 offence cases relating to the period 
from 1977-78 to 1988-89 involving Rs. 
2.39 lakhs in four divisions <Faizabad, 
North Gorakhpur, South Pilibhit and 
Tarai East> became time barred as the 
divisons could not file the cases 
within the prescribed time. 

Besides, in nine cases relating 
to Tarai East Division, revenue 
amoun ting to Rs. 1.40 lakhs had to be 
roregone due to non-product ion of 
witnesses/ evidence before the court. 

8.2.10. Non- revision 
Rates w.i th 
market price 

of 
the 

Schedule 
increase 

of 
in 

The Conservators of Forest are 
required to revise from time to time 
the minimum cost ;o be real i sed in the 
c ase of illicit tellings and dama9es to 
trees of different species and diameter 
classes, from contrac tors as well as 
the offenders in order to avoid 
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discrimination. While the Schedule of 
Rates in Kumaon and Cent·ral Circle were 
revised at an interval of three years, 
the Schedule of Rates were revised 
after seven years in two circles, viz. 
Gorakhpur and Western Circle. The 
average increase as per Schedule of 
Rates of i989 was 108 and 97.5 per cent 
over and above that of 1982 in 
Govrakhpur and Wes~ern circles 
respec~ively. Due to non-revision of 
Schedule of Rates with the increase in 
price of timber between 1982 and 1989, 
revenue of about Rs, 83.82 ' lakhs 
<Gorakhpur Circle: Rs. 22.78 la.khs and. 
Western ci rclel: Rs. 61.04 lakhs) was 
lost. 

8.2.11. loss of revenue due to 
incorrect application of 
Schedule of Rates 

The illicit felling detected 
under Section 68 of the Indian Forest 
Act is required to be compounded on the 
basis of cost as per the commercial 
Schedule of Rates prescribed by the 
Conservator of Forests of the circle 
concerned from time to time plus 
compensation at the rate of five times 
the cost but not exceedi_ng Rs. 1.,000/­
~er tree. If the trees below a diametre 
of 30 ' cm are illicitly felled by the 
neighbouring villagers for their domes~ 
tic use <and s~ch occasions are 
isolated and casuals>, the cost is to 
be realised as per the commercial 
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schedule of rates 
to be determined 
officer could '10t 
times the cost of 
trees. 

but 
by 
be 

the 

the compensation 
the compounding 
less th-an three 
illicitly felled 

The Divisional Fores~ Officer, 
West Almer.a ·f"orest Division, Almora 
conlpounded 69 forest offence cases 
relating to the per~od 1978-79 ta 1989-
90 for Rs. 0.14 lakh on the basis of 
concessional sche.dule of rates. 
According to in.!itructions of July 1977, 
as amended in Augus~ 1.988, of the Chief 
Conservator of For-es ts <Management> 
Uttar· Paradesh, Na.inital, the value of 
cost and compensation worked out to Rs. 
0.40 lakh. Thus,. incorrect appl iccr~ion 
of scehdule of rates resul te~ in lo!?S 
of revenue of Rs. 0.26 lakh. 

e.2.12. Non-re.alisatjun of royalty of 
seized forest produce. 

According to instructions of the 
Chief Conservator of Forests · <Manage­
ment> U.P., Nainital, the royalty. of 
·seized forest p·rodut:~ is realisable on 
the rates prescribed fo~ the standin<;J 
trees of that year. 

Between 1984-85 a·nd 1987-88, 76 
seized fore~t produce lots were 
al lotted ·t'o the Uttar Pradesh Forest 
Corporation io two Divisions, viz. 
North . Kh,ri and ·· .Tar.ai East,. at a 
roya~t~ o~ Rs. 7.10 · 1~khs in · accordance 
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with the above instructions . The 
royalty has not been . paid by th~ 

corporation so far <April 19991). 

It was stated b y respective 
Divisional Forest Officers <January ~ 

199 0) that• the Uttar Pradesh Forest 
Corporat~on . was riot willing tb p ay 
royal ty on siezed forest produ~e lots 
according to the ex tent ins truction 
<October 1982 > i.e. at the rat es fixed 
for the part'icular year treating the 
al lotted timber lots equivalent to 
"standing tree" of that year. In 
violation o f the standing instructions, 
the corporation desired to auction · such 
lots on behalf of the Forest D.epartme nt 
and credit the sale proceeds to the 
depar tment. Matter i s under correspon-
dence <April i991>. 

8.2.13. Non-realisation of damages from 
contractors 

The sale rul es of the departme.nt, 
inter-alia pr?vide that the security 
deposit sh al 1 be ad justed towards th& 
last instalme nt of the lot provided the 
contractor had depos ited late fees ; 
petty demands and other dues. 

It was ,noticed .in audit that in 
fiv e forest divisions, demands aggrega­
ting Rs. 2.05 lakhs were raised against 
the con t ractors for damaging the trees 
during th e exploi ta.tion of lots during 
the period 1964-65 to 1987-88 but the 

' 
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security deposits of the 'contractors 
·had al ready been adjusted towards the 
lots without real i~ing the afores·aid 
dues for which the recovery certifi­
cates had to be issued subs~quently. 

The Divisional Forest Officer, 
Tarai East, Haldwani stated (January 
1990) that Rs. 0.28 lakh had become 
irrecoverable as the whereabouts of the 
contr actor werR not. known. 

8.2.1.t;.. Loss of -revenue due to 
deterioratiOQ of forest produce 
in the custody of .the depart­
ment 

To watch -the seizure and dispo5al 
of forest produce seized in connection 
with forest offences a Register in 
Form-C-17 is to be maintained by Range 
Officers and in order to avoid deterio­
ration and d:ecaying of such _produce, 
forest offence cases should be 
finalised expediti~usly. 

In three. 'forest divisions <North 
Gorakhpur, North Kheri and Uttar Kashi) 
seized produce valuing R~p 0.48 lakh 
decayed due to non-settlement of 
offence cases for periods ranging from 
one to ten years, resulting in loss of 
revenue to that extent. 

10-A. G.-18 
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8.2.15 . Loss of revenue due to se i zed 
produce losat from the custody 
o f Supurdg.ars 

In three forest divisions <North 
Gorakhpur, .North Pi li b hit and Tarai 
East> between 1978-79 to 1988- 89 , 
seized produce valuing at Rs. 1.18 
lakhs was left ~n the custody of 
Su purdgars and no action was taken for 
its subsequent transfer to the cust ody 
of the department which ul timatP.ly 
resulted in loss of revenue to that 
extent. 

The measurements were not · recorded 
in C-17 Register in the pre~cribed unit 
with the result that 'the· quantity 
involved in these cases could not be 
assessed. 

8.2.16. Encroach•ent of forest l~nd 

Between 1968-69 and 1988-89, 
15,417.70 hectares of forest land in 
nine divisions <Garhwal, North Gorakh­
pur, North Kheri, South Pilibhit, 
Shiwalik, Tarai East, West Almora, West 
Mirzapur and Uttar Kashi) was occupied 
by the encl"o·achers. The value of 
5,403.26 hectares of land was reported 
to be Rs. 1, .120 lakhs; no assessment 
had, how~ver, been made for balance 
10,014.44 hectares of land. It was, 
further noticed that 36,846 trees 
valuing Rs. 10.99 .laktis were illicitly 
fell~d by the encroachers in Tarai East 

' 
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d iv ision, . Haldwah i. Besides, this , the 
plantations ·r a ise d · a t a cost of Rs . 
7 . 31 lakhs were also damaged. 

It was intimate d <November 1989 
to May 1990> t hat the encroachments 
could not ' be got vacated in a divisions 
<West Mirzapur, South Pilibhit, North 
Gorakhpu r, Shiva li !< , Garhwal and West 
Almora> .due to cases 1pendin9 in cour~· ; 
in 2 di vi'sions <North Kheri and Uttar 
Kashi > due to dispute in regard to 
boundar ies and in Tarai East forest 
division due to non-availability of 
police fo r ce. 

8.2.17. Other points of interest 

Ci) In accordance with the 
provisons o f the Uttar Pradesh For.est 
Manual, the Register of compounded 
cases <Form· H-1> should cpntain the 
vital informat ion such as·, value of the 
offence, details ·Of illicitly felled 
trees, amount of compensation demanded 
and date of r e alisation . of compensa­
tion. It was, h o wever, noticed in audit · 
that this infor mation had not been 
~ecorded in the ~for~said register. 

(ii> 16,356 trees planted at a 
cost of Rs. 0.41 lakh were damaged by 
the offenders but .no offence case was 
registered <Social Forestry Division, 
Faizabad >. 
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The audit observations 
reported to Government in July 
reply has not been received 
1991). 

8.3. Short recovery of royalty • 

. 

were 
1990; 

<April 

In December 1974, Government · 
sanctioned allotment of 75,000 
volumetric tonnes <Shi val ik Circle: 
47,00 0 volumetric tonnes and Western 
Circl e : 28,000 volumetric tonnes) of 
eucalyptus wood per annum in the form 
of st a nding · tr~es to a Paper mill, 
Saharanpur from 1974-75 onwards at the 
rates fixed by the Government from time 
t o time. The average market rate of 
e ucalyptus wood during 1980-81 was Rs. 
456 per voll,ametric tonne,, whereas the 
Go vernent had fixed a concessional rate 
o f Rs. 186 per vo~umetric tonne 

It was noticed in audit <April 
1988) from correspondance files that 
the mi 11 extracted and exported 85 ,311 
volume tric t onnes <Shivalik Circle 
57,160 volumet r ic tonnes and Western ' 
Circ l e: 28,151 volumetric tonnes) of 
euca lyptus wood during 1980-81 against 
the ann ual allotment of 7 5,000 
volume tric tonnes. Instead of charging 
concessio nal rat e of royalty on the 
allotted q uantity and market rate on 
the balance , the department charged 
roy alty, on the whole quantity of 
eucalyptus "'o od extracted by the Ali 11, 
at the concessional rate of Rs. 186 per 
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volumetric tonne. This resul t~d in 
shprt . levy of royalty amounting to Rs. 
27.84 lakhs. 

Government, to whom ~he matter 
was reported in July 1988, stated (July 
1989) that the royalty at fllarket rate 
was leviable on the quantity extracted 
by the mill in ex~ess of the allotment 
and that the reasons for not doing so 
had been cal led for from the d.epart­
ment. Further report has not been 
received <April 1991). 

8.4. Incorrect assessment of out turn 
of Khair tree 

As per departmental orders of 
June 1978, the outturn of trees marked 
for fe 11 ing is calculated on the basis 
of volume factors. Khair trees are 
classified as <i> fit and (ii) unfit; a 
fit green tree is taken as one tree and 
unfit as half cf a fit tree. Further, 
the outturn ~f dry trees is assessed at 
three fourth of green ones. 

In ~he course . of audit <December 
1989 and January 1990 >, it was not iced . 
that the outturn of 97 khair lots, 
allotted between 1986-97 and 1988-89 to 
Uttar Pradesh Van Nigam from North 
Piliphit < 34 lots> and Tarai Central 
(63 lot~) forest divisionsr was 
calculated by taking fit green ~hair 
trees as 2/3 of s9und ones (instead of 
full sound ones) and of unfit green 
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trees at 1/3 of sound ones instead o f 
1/2 of it. In respe~t of dry trees the 
outturn was calculated at 1/2 and 1/4 
instead of 3/4 and 3/8 for fit and 
unfi~ trees respectively . The incorrect 
computat iqn resulted in short ass@ss-
ment pf out turn of khai r lots to the -~ 

extent ofe 330.;299 cubic metres (North 
Pilibhit:1B6.149 cubic metres and Tarai 
Central: 144. iso cubit metres> a.nd 
consequental loss of revenue a«1ounting 
Rs. 7.07 lakhs <North Pilibhit: Rs. 
3.85 lakhs ·and Tarai Central: Rs. 3.22 
lakhs). 

The matter w~s reported to the 
department and Govei:--nment in February 
and March 1990; thei r replies h a ve not 
been received <April 1991>~ 

8.5 Non-recovery of revenue 

In February' 1987 , Govern~ent 
appointed Tarai Anusuch i t Janjati Vikas 
r~igam as its agent for collection and 
sale o f Tendu leaves. The Nigam was 
required tC1 pay royalty on collection 
of Tendu leaves for the 1988 season in 
three equal instalments, namely on 1st 
December 1988, 1st March 1989 and 1st 
June 198 9, fail i ng i"'h i-ch late fee at 
the prescribed rate WdS a lso payable. 

During the audi t of accounts of 

three forest di v isions <East Mirzapur , 
Obra and Renukoot), it was noticed 
<July 1989) that the Nigam had 

' 



,-4, 

(279) 

Cl")lJected Tendu leaves .of 1988 season 
from the f orests under these divisionG 
on which royalty amounting to Rs 372 .47 
lakhs and sales t ax of Rs. ~0 . 97 l~khs 

~ere payable. 1he Ni9am, however, paid 
o·nly first instal·ment of royalty and 
sales tax amounting to Rs. 124.15 lakhs 
<March/April 1969> and Rs. 13.65 l~khs 
<March/April 1989) respe~tively. The 
b a 1 anc e amount of Rs. 27.5 • 64 l akhs 
<Royalty R·s. 248, .. 32 lakhs and Sc:les Tax 
Rs. 27 .32 lakhs> had not been r .eic:overed 
from the Nigam so far <April 1991>. 

Besides, there was d !!lay in 
payment of.first instalm@nt of royalty 
by 90 to 139 da~s, ·toP w~ich late fee 
of Rs. 6.82 lakhs was also recoverabl~. 
On this being f.)Ointed Gut in audit 
<July 1989>, Fo~rest. i>i'lision, Obra had 
raised the demand <Rs 1.84 lakhts) for 
late fee in Sept~trib@r 1 "89. Similar 
action by the ·oth~r two for~st 
divisions <Ea.st Mirzc:.pur: Rs 0.53 lalch 
and.Ren ukoot: Rs 4.45 l~khs) was yet ta 
be t•k•n <April . 19991). 

The matter was · reporte~ to 
Govern~erit in Septemb~r · ilnd Octobe r 
1989; repli~s h~d not been r~ceived 
(~ril 1991) . 

Accv?ding tc Saver-r\Qent ardor~ pf 
SGptw5!bar 197~, Utt ~n· Fra.d e '!th Van NiQam 
;r1a1J req'Ui r ·ed t o d~posi t inst~lci~nt of 
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royalty by »pectfied date and in case 
of default, was liable to pay late fee 
at 2 pitise per -Rs. 100 per day for 
delays exceeding 30 days but not 
exceeding 60 days and at 5 paise pe r 
Rs. 100 per day for delays exceeding 60 
days. 

. 
In Nbrth Gonda and East Bahraich 

Forest Divisions, royalty amounting to 
Rs. 1~23R.33 lakhs <Rs. 144 . 62 lakhs 
for 1983-84,. Rs. 398.52 lakhs for 1985-
06 and Rs. 695.19 . lakhs for 1986-87) in 
respect of forest lots allotted to 
Uttar Pradesh Van Nigam during 1983-84, 
1985-86 and 1986-87, was payable in 
three equal i nst~ lments on 1st March, 
1st June and 1st September of the 
concerned year. Out of this, Rs. 815.38 
lakhs were paid in time a.nd payment of 
Rs. 332. 38 l akhs was de.I ayed by 119 
days to 15 1 ~ays for which late fe e of 
Rs. 20.78 lakhs was rQcoverable. Infor­
mation regarding payment of balance 
amount of Rs. 90.57 lakhs <Rs. 1,238.33 
lakhs Rs. 1·,147 .76 lakhs> was not 
made available. 

On this being pointed out in 
itudit <August 1988 . and September 1988> 
one division <North Gonda) raised 
demand pf Rs. 19.81 lakhs for late fee 
<February 1990>, but in respect of 
other division <~ast Bahraich) reply 
has not been received so far <Apri l 
1991). 
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Information · re9ardirig balance 
payment of Rs. 90.57 lakhs has also not 
been given <April ·1990>. 

The matter was reported to t h e 
Government in Sept~mber 1988 and 

~ November 1988; their reply has not bee n 
received <April 19991). 

8.7 Non-realisation of extension fee 

According to orders of the Chief 
Conservat or of Forests, issued in 
February .1957, and extended to the 
Uttar Pradesh Van Nigam .in September 
1978, extension fee at the rate of ' 1 
per cent per month on the sale pr i ce of 
lots was chargeable from the purch~sers 
for the per i od for which ext.erisiGJn in 
working p eriod was granted. 

In three forest divisions <West. 
Bahraich, East Bahraich and South 

~ Gorakhpur > 39 lots were a l lotted to Van 
Ni9am b etween 1984-85 and 1987-88 . The 
Nigam d i d not exploit the lots within 
the st i pulat ed periods. Th·e forest 

f d i visions granted to Van Nigam exten­
s i on i n working p e riod ranging between 
15 a n d 270 days without reali~in9/ 
ra i sing t he demand for extension fee 
amountinq to Rs. 4. 7 9 lakhs . 

On t his bein·g poi.nted o u t i n 
audi·t <September ~988, August and 
September 1989), the department stated 
<Augus t 1989) that West Bahraich For est 
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Divison had since r aised a d emand for 
Rs. 1.89 lakhs ~gainst the Nigam. 
Report on s imi lar act ion taken by · the 
rema i ning two forest divisions has not 
been received <April 1991.). 

The matter was 
Government/departement 
their reply has not 
C Ap r i l 1 991 > • 

reported to 
in Apr i l 1990; 

been received 

8.8. Nan-recovery of fin e f or short 
supply of sleepers 

According to Sale Rules of 1987-
88, the contractors · were r equired to· 
supply allotted quantity o f railway 
sleepers from the timber lat s sold to 
them within the spec ifi ed period 
failing which l iquidated damages at the 
rate of 150 per cent of cost of slee­
pers were leviable on them. These rules 
were also applicable to t he Uttar 
Pradesh Van Nig am in cases where 
allotments for supply of sleepers "'ere 
placed on it. 

In North Gorakhpur Forest 
Div is i o n, Gor.akhpur, against al lotment 
during t he year 1987-88 < October 1997 · 
to September 1988> o f 882.5156 cub i c 
metres o f special s ize rai l way sleep~rs 
f or s upply, Uttar Pradesh Van Nigam 
suppl i e d on ly 86 1 . 5781 cub i c met res 
up to the 31st Octob~ r 1988, thu 
s t i p ul a ted last date of p assing of 
sleepers. F i ne affioun ting tc Rs. 2 ,50 

' 
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lakhs at the prescribed rate <cost of 
sleep~r being Rs .. ! , 953.00 per cubic 
•etre) for shprt supply (20.9375 cubic 
•etres> was re.:;overable f~om the Nigam 
but the saae was not leviedu 

On t'1is being p_ointed out in 
audi_t <January 1989), the. department 
stated <Febr.uary. 1990) that demand for 
Rs. 2.SO lakhs had been raised 
<February 1~89)' by the Divisional 
Forest Officer ; Nor th Gorakhpur Fof'.~St 
DiY;is~on . 

The matter wus reported to 
Sciv!'rnaent in Apr ~ l 1989; their reply 
ha~ ·not b~en r~eived <April 199.1). 

8 .. 9 L~s of revenue due to non-sale 
of tl!linor 'for·est produce 

As per . staflding orders (January 
1978> of the Chi~f Conserva tor of 
Forests, Uttar Pradesh, Lucknow minor 
forest proauc-e' ~which are seasonal and 
cannot be retained for the next season, 
shoul d b~ . sold as soon as possible. 

Auction notice for sale of 
boulder, ba.jri and · sand ~minor forest 
produce> compr i sing within the rivers 
and rivulets i n the. forest f[lreas 
perta i ning to 22 plots, on year t o year 
bas fs 9 froi_rt Octobe r 1987 to S ep t e mber 
1990 was published b y Di visiona l Forest 
Off i c er, Shiv~lik Fo~~st Division , 
.Oe hradun i n Governmen t Ga ze t te 
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Notification of August 1987. The 
materials to be sold .each year were 
estimated at 14,-205 cubic metr~s 

(boulder 7240 m3, bajri/sand 6965 m3 > 
valued at Rs. 1 .43 lakhs. 

In the course of audit of the 
said division, it was noticed <April 
1988) that for the year 1987-88, no 
auction was held at all fo r any of the 
plots., whereas for 1988-89 only three 
~lots . were sold for Rs. 1.31 lakhs and 
the remaini09 19 plots in which 4,705 
cubic metres boulders, bajri and sand 
valuing Rs. -0.48 lakh had been 
estimated,· were not sold. This resulted 
in loss of ·revenue 

1 
of Rs . 1.91 lakhs 

for th~ years 1987-88 <Rs . 1.43 lakhs> 
and 1988-89 <Rs. 0.48 lakh ) calculated 
at the estimated price. 

On this being pointed out in 
au.dit <April 1989) the d~partment 

stat.ed ('January 1990> ·that the plots 
were not sold in view of the possible 
damage to fores t due to soi·l erosion. 
The contention is not tenable as 
according to the Government letter of 
November 1988, extraction of · these 
materials from river beds was necessary 
for pres~rvation of forest and for 
saving the nearby villages from the 
fury of. floods. The Government in its 
·above letter 'had also pointed out that 
non-extraction may even cause damage to 
forest and their wealth due to i'.ising 

' 
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of river beds and consequently causing 
floods. 

The matter was reported to 
Government in July 1989; their replies 
have not been received <April 1991>. · 

8.10 Non-recovery of lease rent 

As per Condition 18 of the orders 
of Government dated September 1978 
laying down terms and conditions · of 
working in forest ·by the Uttar Pradesh 
Van Ni9~m <Ni9am> annual lease rent of 
forest land occupied for depots by it 
was recoverable at the rates fixed by 
the Forest Department. Whereas other 
forest circles did not fix any rate, 
the Additional ·chief Conservator of 
Forests <Kumacin) alone in October· 1976 
fixed the rate of Rs. 1000 per hectares 
per year in respect of such depcts. 

During audit of North Gorakhpur 
<February 1989), South -Gorakhpur 
<September 1989) and South Pilibhit 
(January 1990), forest di~jsions, it 
was noticed that the Nigam occupied 
89. 39 hectares of forest 1 and for its 
depots between 1982-83 to 1988-89, but 
the lease rent amounting to Rs. 6.06 
lakhs based on the rate fix~d by the 
Additional Chief Conservator of Forest 
<Kumaon> was not realised. 

On its 
audit, North 

being pointed out in 
Gorakhpur and Squth 
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Pilibhit Forest Divisions raised the 
demands f o r Rs. 1.13 l akhs an d Rs. 1.16 
lakhs as against ' the d emand of Rs. 2.27 
lakhs and Rs. 2 .32 lakhs in September 
1989 and Decembe r 1989 respect ively. 
The f"ecovery of this amount was still 
awaited <A~ril 1991 ) . Action by South 
Gorakhpur Forest Division was yet to be 
taken <April 1991). 

The matter was reported to · the 
Government in April 1989, Novembe r 1989 
anti March 1990; replies have not been 
received <April 1991). 

8.1 1 Avoidable loss of revenue 

According to the Sale Rules of 
the Department, a contractor, after 
acceptance of his bid in auction ~ is 
required to deposit sec urity money and 
sign the agr eement at th~ fall of 
hammer . After approval of the saie by 
the Conservator of Forests and payment 
of first instalment of the sale price, 
he is ,allowed to work in t h e lot, 
failing which the sale is liable to be 
cane.el led, the amount paid con'fiscated 
and the lot resold . Shortage in sale 
price, if any, on resale of the lot is 
recoverable from the original 
contractor .. 

In the course of audit of E~st 
Bah r aich. Forest Di vision, Bahraich in 
August 1989 it was noticed that two 
timber lots were sold (March 1978) to a 

' 
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contractor for Rs. 82 , 300. The 
cqntract or deposited <June 1978> Rs. 
43,620 towards security and pa.rt sale 
p~ice , but failed to start ~he work in 
the lot. Th.e Divisional Forest Officer 
cancelled the sale <December 1978>; 
forfeited the deposit of Rs. 43,620 and 
resold the lot <September 1979) f or Rs . 
79,800. The contractor was also asked 
to deposit Rs. 2,500 an account of 
shortage in sale pric~ on resale of the 
lots. 

Instead of paying the amount 
demanded., a civ il s uit seeking refund 
of the amount pa i d alongw i th i nterest 
thereon \alas filed <September 1982> by 
the contractor. Th e department pleaded 
for transfer of the case for arbi tra­
tion under the Arbitration Act but 
failed to produce the ag.reement deed 
and a wri ttefl reply before the Court . 
The court passed <Feb.ruary 1985) an ex­
parte judgem~nt to refund . th~ confisca­
ted amount along with interest thereon 
to the conractor . The department failed 
to file a timely appe~l against the 
said judgement ·and t~e ~att~r became 
time-barred. Meanwhile , an attachment 
order for the decretal amount was 
issued <November 1986> by the Court on 
another suit . filed by the con~ractor 

for execution of the Court ~ s February 
1985 . judgement, and ~he department had 
to pay, in May 1989, Rs. 1,00, 133 
(refund of revenue of Rs. 43,620 and 
interest thereon Rs, 56,513 ) . 
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The matter w.as reported to .the 
department/Government in October 1989; 
their comments have not been received 
<April 1991). 

.... . 

' 
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CHAPTER-9 

OTHER DEPARTt1ENTAL RECEIPTS 

A- Irrigation D•part•ent 

'7.1 Resul'ts of Audit ~-\S9 
Test Check of the accounts and 

recor~s of ~6 irrigation divi5ions, 
conducted in audit during the · year 
1989-90, revealed irregular~ties invol­
ving revenue of Rs 761.15 lakhs in 83 
cases, which broadly fall under the 
following categories: 

Number 
of 
cases 

1. Loss of reyenue 11 
due to de l'ay in 
repair of state 
tubew~lls 

2. Non- realisation of 25 
stamp duty 

3. Unauthorised remi- 2 
ssion of revenue 

4. Non-~ecovery of 
water tax 

lO-A.G. - 19 

5 
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Amount 
( In Iakhs 
o·f . rupees> 

15 . 61 . 

12.85 

3.58 

0.38 
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5. Other cases 40 728.73 

TOTAL 63 761.15 

A few important cases noticed 
during 1989-90 an.d earlier yeai:-s are 
mentioned in the succeeding p~ragraphs. 

G' 19 9.2 ~ -- - 0 
Non-finali~ation o~ agree•ent for 
supply of ... ater 

Mention was made in Paragraph B.1. 
of the Audit Report <Revenue ·Receipt) 
for the year 1981-82 of the inordinate 
delay in finalisation .of the agreement 
with the Uttar Pradesh Electricity 
Board for supply of ~ater by . the Irri­
gation Department and non-payment of 
water charges · by the U.P~Electricity 

Board. In this regard, the Public 
Accounts Committee in their ~eport for 
the year 1985-86 had recommended that 

• ' ,. 

the Irri~ation Department may raise 1 
provisional demands against . the Board 
and final demand may be sent on . receipt 
of report f ·rom the Committee canst i tu-
ted for determining the mode of ' 
measurement of the quantity of water 
FQnsumed. Nq agreement on the method of 
measurement o .f water con·sumed and rate 

·of payment for the same could be 
fin al ised so far even though the Board 
was set up as far back as in April 196~ 
and had been obta i ning suppl i .es of 
water for its. thermal power stations 
since then. 
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In audit of Al igarh Div is ion,. 
Ganga Canal, Aligarh it was noticed 
<February 1988) that the Irrigation 
Department continued to rai9e demands 
for supply of water to U. P . State 
Electrici ty Board <Harduaganj Thermal 
Power Station, Ali9arh> at the rate of 
Rs.3.75 per 5000 cubic feeot of water 
actually consumed by it. Consequent 
upon revis i o n of rates for charging 
supply of wat~r f or non-agricultural 
purposes by t he Go v e rnment in Apr i l 
1985, rev i s e d demands for supply of 
water to th.e Board were raised <August 
1987> at the rate of Rs. 3.75 per 5000 
cubic feet from April 1962 to March 
1985 and thereaf~er, royalty at the 
ra t e of Rs.50,()00 per cusec per annum 
was also charged. Against the total 
demand of Rs.53.42 crores for the 
period from April 1962 t~ March 1988 
(including cha-rges for maintenance of 
regulators amounting to Rs.3. 71 lakhs 
and interest amounting to Rs.46 
crores>, the Board paid Rs.43.86 lakhs 
only upto March 1989, leaving a balance 
of Rs.52.99 crores unpaid. 

Since the Committee·s report 
regarding mode of measurement of water 
consumed, has not been received so far 
<March 1989), the fina l bill was 
prepared on the basis of consumptive 
use of wat•r in cooling of plants. The 
position of total arrears i n respect of 
all such supplies to the U.P.S.E.B. was 
not available with the Chief EruJineer, 

( 
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l~~\~-~~ ~partMent . Th• 
~l~ ·"~t ~h~ing any guch 
\~ th@\~ •~nual acco u nts. 

Board was 
liabilities 

Th~ ftta t t e r was r eporte d to . the 
d~-l"tnient 'i n March . 1988 and to 
Gov~~nntent • i n SepteMber 1989; their 
~h. •!i h a v e not been rec • ived <April 
1W'l) ,. 

19 .. -3 

~- 133 
Moft-l~vy o f, c e n t•Q• c h a rges on 
~~~ibo~ion ..orka 

Und~l" the prov is ions of the 
F i n artc'i. ai.l Hand Book , issued b y state 
£~~,,.~,.,.~nt to reoul a t• financi al matter 
• 111\'! c~n'ta(te cha.r-911! to b e 1 ev i e d and 
cf"~~ i t:ed \-o GovernMen t Accoun t in• 
~t_~ect o f a.l.l c:la•••• o -f c on t r ibution 
~T ~-\'5 urtd• 1" l.':.aken by the P ublic Works 
a r.e ll'ri~&t ion O.part•en t on b e h alf of 
c<MM:~'i'c i&l d~~~rt•ents, l oca l bodies 
~ ;"'l' iv.at:e bodi~• i n the State; will 
M .a~ t h • un i f oNlll r t e o f 15 per cent 
-of ~ti¢ ·~tu.al out l a y on work,_. The 
c.~t'Nl l 3ov~~~t have, however, as a 
:.P•~n'1: ar~~Oi'aent , agreed t o a rate 
4>f ~~ p .. t' .c:..nt • • the cen t age ch~rges 

~ .al l ~tral Governmen t Wo rks, 
~~~~ t "N:NQh the agency of t he 
\ft~~~ ~~d\ Pub l i c Works Dep artment . 

l't ~-tt~ not ic~d (between September 
1'999 ~ ~""'Jl :'tNllb~r 1989 ) in audit that 
~~~ ~•..-q-es at t h e prescr i bed r~te 

of 2 1 q311'1" c~,t and 15 pe r cent o f t he 
~t:u&l ·~~•:H ture . ~ncurred an two 

·-

•• 
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contribution works e xecutc:d on behalf 
of a Central Public Sector undertaking, 
at Manakapur ·and Nagarpa l i ka , Mi rzapur 
respectively, were not levied. The 
works were ur.dertaken during July· i -985 
to July 1989 by the Irrigat·1on 
Division, Gonda and S~rsi Dam Di vision, 
Mi rzapur ,respectively . Thi.s omis~ion 

;~esul ted in non-levy o f th e perc eJ:)tage 
charges amounting to Rs . 6. 62 l akhs~ 

The at.id it findings we re r epor t e d 
to the dep a rtmen t in November 1988 and 
October 1989 and t o the Gove rnme nt in 
J.an u ary 1990; . the i r repl ies have not· 
b een received <April 1991) . 

9 .4 I -rrigation charges from cul ti v a­
tors of Madhya P r adesh remaining 
unrealise d . G aa 

~-::Jo 
Under the p rovisi ons o f the 

Northern I n dia Cana l and Dr ainage Ac t , 
1873 , the r ates to be charged for ccnal 
water supplied for purposes of irriga - . 
tion to t he occupiers o f land 5hou ld b e 
determined by t he rules to be made by 
the State Governmen t 9 a~d such 
occupie_rs ., who accept the water, should 
pay for it accordingly. Any sum 
lawf ully due and certified by the 
Div i sional Canal ~ -Officer to be so due, 
which remains· unpaid a fte r the day on 
which -it _ become~ due, should be 
f'ecov.ered by the Collector as arrears 
of . land revenue. 
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In four can~l Divisio ns located at 
Allahabad, Mohoba and Jhansi, it was 
not iced <Between June 1987 a n d January 
1989) that the Irrigat i on Depar tment of 
tJ.t.tar Pradesh h • d been s upplying canal 

."iat\er to the o c cup ie rs o f land i n Rewa, 
Chhatt~rpur , Gwal i or, Datia and 
Tikam·9arh distr i cts of M•dhya Prades h 
sinc e 1953-54 f o r i rrigation of 8,266 
hec tar e s (app r o xi mate > o f land. Out of 
·the total d e mand of Rs.63 •. 26 lakhs 
raised from t i ma to ti me by the 
Gdvern ment of Uttar P radesh agains t the 
cul t ivators of Madhya Pr~desh on 
account of i rrigation charges f or the 
period from 1953 -54 t o 1988-89, a sum 
of Rs. 4 . 23 l akhs only was real ised b y 
the Coll ecto r s; of Ma dhya P r ades h , 
leaving a h u Qe u n re al i sed b a lance of 
Rs .59.03 lakh s. Out o f the realis.1tion 
of Rs . 4. 2 3 lakhs, a sum of Rs.3.95 
lakhs i .e. 9 3 pe r c e n t w as not passed 
on to the ·f"evenues of Ut t ar Pradesh. 
Tha deta i l s o f the d eman ds raised in' 
respect of irrigat ion in G~alior and 
Tikamgarh dist r ic t s during 1961-62 to 
1968-69 a n d 196 6-67 to 1968-69 
respectively were n o t made avail a ble by 
the Irr igation Departmen t . Thus, effec­
tive chec k over r a a l i s ation of dues 
from the c ult i .va.to r s o f Mad hya Pradesh 
was not being e x erci s ed by the 
Departmen t . 

The ma tte r was r epo r t ed to t he 
department betw&e n Ju ly 1987 aod · 
February 1989 and to Go v e r n men t in Jul y 

' 
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1989; their replies have 
received <April 1991). 

9.5 Non-levy of stamp 
agreem~nts and leases 

not been 

duty on 

G - 191 
<a> Government, by a notification 
issued in January 1982, ~ithdrew the 
exemption for levy of stamp dµty on 
agre~ment/contract bonds executed for 
Government works. As such, all typeg of 
agreements became subject to stamp duty 
from 20th January 1982. As per Article 
5 Cc) of Schedule· I-B of the Indian 
Stamp Act, 1899, (as· amended in its 
application to Uttar Pradesr> an 
instrument/a memorandum of agr~emt nt is 
ch argeable wi th stamp duty of Rs.5 
(increased to Rs.6 from 15th June 1982 
and R~.1 0 from 24th J une 1998). 

In respect of 15 Irrigation Divi­
sions, stamp duty at the rate of Rs.5 
on 3,305 agreements, at the rate of 
Rs.6 on 49,639 agr@@ments and at the 
ra t e of Rs.10 on 4,800 agree111ents 
e:<ecuted between Jan~ary 1982 ar;td 
August 1989, was not realised/levied. 

On being pointed out in audit 
Cbetllfeen September 1988 and SeptelRber 
1989 ), the Divisional Officers stated 
that no s u c h orders had been received 
·in · these divisions. Failure of the 
department to com1n1,micate the decision 
of Government to the field off i ces , 
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.....alted _in loss _of revenue amounting 
to Rs 3.82 lalchs · ·in the'se cases. 

The ••tter was repdrted . to the 
depilr'bMnt between September 1988 and 
October 1989 .&nd to Government in 
.January 19901 t~eir replies have not 

G~ been .-.ceived (Ap~il 1991>. 

=1 · \37. . 
(b) In accord~ce with the provisions 
of ilrticle 35 · <b> .of Sched~le I-B of 
the -~I~iAn Stamp Act, 1899 <as a•ended .... 
in its •Pl ic~tion_- ·to Uttar Pradesh> 
~ instructions .issued by the Board of 
Revenu• in October .1953, ·Stamp Duty on 
l~asi!s 'fq!" ferr.y s~rvices an~ toll 

.coll~ction is to· be levied treating the 
total &904"t <·part;- 'paid in advance and 
the_ rest . 'agreed tci' be paid in instal­
ments) as· pre•iunt for which . the lease 
has been gra.n·ted,. since no rent. is 
reserved. ' Thi~ vie~ was also upheld* by 
the Allahabad H19h Court. 

In two Irrig~tion . Divisions of 
"irzapur <R~hand Dam Division and Sirsi 
Daa Division) 14 lease agreemeJltS were 

a . 

executed durinQ the period 1980-81 to ' ' 
1988-89 by the Exe·cutive Engineers for 
collection of tolls for a ferry service 
and for. crossing of vetiicles over two 
bridges. tiifti'i l.e in respe~~ of 6 lease 
agree•ents, the stantp duty Nas 
errone~us_ly realised on .the bas.is of 

•Sr. Gajai Pal Si-ngh Vs State of Uttar 
Prad.e&h· (~IR 19.77> .. 
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security deposits; treating lease 
agrevment as mort9age deeds under 
Article 40 of the Act ibi_d; in · the 
remaining 8 lease agreements no stamp 
dut~ was realised at al 1. Stamp duty 
leviable, ~eckoning . the grant o~ . l e ase 
as on premium, stamp duty leviable, 
reckoni~g the gr~nt of l,ase as on 
premium amounted to Rs.75,212 which 
resulted in loss of revenue to that 
extent. 

The matter e.sas reported to the 
department between September 1989 and 
October 1 ~fil~ and to Government in 
January 1990; their .replies have not 
been received : <April 1991). 

9.6 Non-real iilation of lG!a<ae- rent o f 
canal l~ds . a - t.3.5 
As per 'he provision of' the 

Manua], of. orders for Irr i gation Depar-
' tment and instructions 1ssued (bet-..ee n 

September. 1967 and January 1976) by the 
Stat~ Gov~r~ment, cultivabie canal 
lands should ~e leased out to cul ti va-

l tors at annual rents at . th~ice th~ 

prevailing circle rates. If the tenant 
makes default in the payment of the 
rent h i .s securi.t _y deposit should be 
forfeited and the lease cancelled. The 
premises should lawfully be let out 
again either by public auction or by 
private C'?ntract ~t the risk and cost 
of the tenant in default. 
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It wag noticed during the audit of 
~ Mirzapur Canal ·Division, ·. Mirzapur, 

<September 1989) th~t 1947 tenants were 
allowed to use 4 9 961.33 of canal lands 
without payment of lease rent of la~ds 
leased out to them for full terms 
ranging between one year to f ive years 
during 1967-oa to 1987-88. This resul­
ted in loss of revenue ~mounting . to 
Rs.2.60 lakhs. Neither was any action 
taken to r•alise the lease-rent due 
from the tenants in d~fa.ul t, nor was 
the land let out to others at the risk 
and cost of tenants. 

The matter was reported to the 
department in October 1989 and to the 
Gover.nment in April 1990; their replies 
have not b~en received <April 1991) 

9.7. Irr•gular utilisation of 
departmental receipts 

As per the provisions of Financial j 
Hand Book, ·Vol VI, cash realised by 
departmental officers is required to be 
remitted, as soon as possible, intq the 
nearest treasury for credit as receipts l 
of the department. If a Divisional/Sub­
divis f onal officer wishes to make use 
of the cash receipts temporar i ly for 
meeting curren t expenditure, he •ay do 
so, but before the end of the month, he 
must send a cheque for the · amount so 
u t i lised to t h e treasury for credit to 
t he Government account . 
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In three Irrigation Divisions, two 
Divisions in Mirzapur and one Division 
in Orai (J alauri district), revenue 
received amounting to Rs 1.43 lakhs 
realised by the Divisional/Sub-divisio­
nal officers betw2en March 1987 and 
January 1990, were not dep.osited into 
the treasury. These rec.eipts were 
utili9ed ' by them to meet the 
depar.tmental expenditure from time to 
time. No cheque for the amount so 
uti 1 ised was sent to the treasury for 
credit to the Gov~rnment account as 
required under Financial Rules. 

Tha matter was reported to the 
department between October 1?89 and 
March 1990 •r.d to the GOvern•ent 
b & tween December 1 989 and Mil rch 1990; 
their replies have not been received. 
<April 1991> 

9.8 

As per instruction9 issued by the 
Director .of Tube..,ells in J4Lnuary · 1967, 
the .ctischarqe of. Nater frOfft St0&te 
tubewells is observed with the tielp of 
·a 900 · steel ·v· 1 no~ch installed in the 
center of supporting masonry wall of 
the ••asuring tank9 twice • year in the 
months of May and October for calcula­
ting charges recoverable for water 
supplied to farm~rs for Kharif and Rabi 
crops· respectively. The height of the 
ii..ate.r colu_.. observed over the ·v · 
not~h is converted into volumetric flow 



(300) 

of water as per the conversion table 
pr~scribed by the department. 

In Tube Well Division, Hamirpur, 
the discharge of water from Stat e 
tubewells as shown by ·v· notch read i n g 
in in~hes incorporated in the pump l 
efficiency. register was not correctly 
conv.erted into gallons dur i ng the 
period 1986-87 to 1988-89. The mis tak e 
resulted in short riecovery of water 
charges tb_ the exten t of Rs 46, 842 ;.n 
~abi crop season. 

On being pointed o.ut in aud it 
( J u n e 19 8 9) t he depar t me n t s t a ted 
<August 1990) ti:; at orders f or r e o very 
of sho·r t wate r chaf'ges amount ing to Rs. 
28 , 626 h a d s i nce b~en iss ed. Repor t o n 
recovery . i s awaited <Apr il 1991 ). 

The m~tter ~as · reported t o 
Gove rrnnent in Decemb-er. 1989; reply has 
no t b e en received <Apri l .199l>. 

B. Public Works D~p~rtment 

Results of Aud it 

Test check of the · accounts and 
r ecords of 2·9 Public Works Divisions, 
conducte d i n audit . during t~e year 
1989-90, r evealed irregularities invol ­
ving revenue amoµnting to Rs 36.51 
lakhs · in 48 cases, which broadly fall 
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under the following categories: 

1. Non-rebovery of 
rent 

2. Non/Short real i -
asation of stamp 
duty 

.3. Loss of rev.enue 
in auction of empty 
m·ex pha 1 t drums 

4. Sale of tender forms 
at pre·- rev is ed rates 

5 . 0 the·r cases 

Total 

Number 
of 

cases . 
Amount 

<in 
lakhs 

of 
Rupees1 

6 15. 46 

19 7 .06 

2 1. 24 

2 o. 12 

19 12.63 

48 36.51 

A few i mportant cases noticed during 
1989-90 and earlier years are mentioned 
~n the succeeding paragraphs. 

9.10. Non-rec:ov~ry of water t a x G- ~ f 
Under 

tal Rules, 
occupants 
residential 

the Uttar Pradesh Fundamen-
1.a1ater tax payable by the 

in respect of Government 
buildings is initially pai d 
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by GovernmeNt to ·the local body ~nd 
later on recovered from the Government 
servants occupying the buildings, 
<llongwi th the monthly licence fee. The 
amount so realised is credited direct 
to revenue. 

In thr~e Public Works .Divisions 
CFategarh, Mathura and A·l Iahabad), it 
was noticed <Bet ween April 1988 and 
October 1989) that water tax in respect 
of 487 quarters. amounting to Rs 1.54 
lakhs, paid by the Government for the· 
pe~iod from December 1987 to March 1990 
to local bodies, was not recovered from 
the occupants .by the .department. 

The matter · was reported to 
department betwe~n· May 1988 
November 19B'i land to Government 
April 1990; their replies have not 
received <April 1991~ 

the 
and 

in 
been 

9~11 Non-realisation of r~nt of pooled 
houses at revised rates 

Under the Utt.ar Pradesh Fundamen- I 
tal Rules, th~ rent of Government 
residential buildinqs is to be realised 
at normal rates <standard rent or 10 
per cent of basic pay, whichever is 
less> from the Gov~rnment servants 
al lotted and occupying such bui I dings. 
By .Government notification of December 
1982, reclassification and revision of 
standard rent of pooled, middle and 
departmental houses · under the 
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administrative control of the Public 
Works Depar tment was made effec~ive 
from February 19~2. 

In Temporary Division, . P.W.D. 
Hardoi, it was noticed <April 1989) 
that though standard rents .of residen­
ces constructed under pooled housing 
schem·e were revised from 1st January 
1982, rent for' tt:-e period from 1anuary 
1982 to Ma r-ch 1989 was charged from 
Government servants at pre-revised 
rates i n respect of 102 residences of 
Type ' B ' , Type ·c · , Type ·o· and Type 
II. Omission to charge rent at th~ 

revised rates resulted in short­
raaiisation of rent to the e x tent of Rs 
1.96 lakhs. 

The matter · was rep9rted to th~ 

department in May 1989 and to the 
Government in Apri l 1990; their repl i e s 
have not been received <April 1991) . 

9.12 Irregul~r accountal 
depart•ental receipts 

of 

G ·-7S 
As per the provisions of th~ 

Financial Hand Book, Vol VI, the net 
sum received from the sale of stores is 
required to be credited as revenue of 
the Govern ment. 

>(,, 

In a Publi~ Works Div i sion at 
Hardoi, it was noticed that Rs 3.64 
lakhs reali~ed from the auction sale of 
14,646 empty mexphalt drums in NovembP-
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1985 Nere•not credited to ~he revenues 
of the department but were accounted 
for as reduction in. expend i ture o~ the 
i t••. of ·work where contents of .arums ,,. 
Nere issued. Besides, irregular utili-
sation of . departmen~al receipts, it 
also resulted. in excess expendi ~ure 
over the "Voted Grants", not reflected 
in the appropriation accounts.· 

The •at t er was reported 
departMent in June 1989 and 
Government in December 1989; 
repl i es have not been received 
1991). 

to the 
to the 

their 
CApri 1 

G,_ t94 C. Co-ope ration Depart•ant 

9.13 Results of Audit 

Test check of the ·accounts and 
records of thirteen Assistant Reqist­
rars Co-operative Soc l.eties, conducted 
in audit during the year 1989-90, 
revealed irregularities involving reve-
nue amounting to Rs 1.59 lakhs in 12 I I 
cases, which broadly fall under the 
following categories~ 

1. Nan-dep~si t of 
Coll ~c,tjon cha..rges. 
into a trea~ury 

Number Amount 
of <In 

cases lakhs 
of rupees) 

7 1.1:4 
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2 . Remission/Non -
realisatio n of 
col l ection charges 

Total 

5 

12 

0.45 
/ 

1.59 

D. Food and,Civil SU!Jplies Dep~rtm~nt 

9.14 Re$ults of Audit l;-f 7'3 
T2st check Gf the accounts and 

r ecords of seven District Supply 
Offices, cond uc;:ted in audit during the 
year 1989-90, revealed i rregular ities 
involving revenue of RF- 2.85 lal<hs in 
16 cases, which broadly fall under the 
foll owing categor i es : 

1. Non-forfeiture of 
security of coal 
dealers 

Number 
o f 

cases 

6 

2 . Non-re:al isation of 4 
cost of ration cards 

3 . Non-renewal of 2 
licences by cloth 
deal ers 

4 . Other cases 4 

Amount 
<in l akhs 

of ·rupees) 

1 . 24 

L21 

0.23 

( 0.17 

Total 16 2.85 

10-A.6. 
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Short levy of Stamp duty on 
agreements 

In accordance with the provisions 
of the Indian Stamp Act <as amended in 
its app 1 icat ion to Uttar P r adesh) and 
instructions issued by the Government }- · 
of Uttar. Pradesh in . May 1975 1 an 
instrtlment of simple agreemen t executed 
for , due performance of work by a 
'dealer' under Kerosene <Control> order 
issued under the Essential Commoditie~ 

Act, 1955 is ch~rgeable with stamp duty 
of Rs 5. The rate of stamp duty l•via-
ble on such agreements was increased to 
Rs 6 from 15th June 1982 and to Rs 10 
from 24th June 1988 . 

During the audit of three District 
Supply Offices <Ballia, Chamoli and 
Unnab >, it was noticed ( between March 
1989 and August 1989) that stamp duty• 
on 11 729 agreements executed during 
January 1983 to December 1989 were 
charged at pre-revised lower· rates i n 
stead of actual rates fixed by 
Government . This resulted i n short levy t ) 
of stamp duty to the extent of Rs 
21,382. 

The matte~ was reported to the 
department between April 1989 and 
September 1989 and tp the Government in 
January 1990; their replies have not 
been .received (Apri 1 1991 ). 
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E-PLANNING DEPARTl1ENT 

9.16 Outstanding dues 

A Corporation at Lucknow entrusted 
with the \11ork of inst al lat ion, manage­
ment and maintenance of the• computers 
at the Computer Bhawan at Lucknow under 
the administrative control of the 
Directorate of Economic Intelligence 
and Statistics was provided accommoda­
tion by the Department in Computer 
Bhawan from May, -1978 on payment of 
appropriate rent by the Corporation, as 
assessed by the Public Works 
Department. 

rt was not iced in audit that 
though the accommodation was provided 
to the Corporation in May 1978, the 
demand for rent was raised by the 
department only in January 1982 and the 
Corporation did not pay any amount till 
Apri 1 1990. Lease deed in respect . o ·f 
the accommodat·ion let out to the 
Corporation has also not been executed 
so far \April 1991). 

Government stated in August 1990 
that the amount of Rs.5.34 lakhs on 
account of rent <Rs.5.24 lakhs> and 
water cha·rges <Rs.0.10 lakh >. for the 
period from May 1978 to Septembe.r 1984 
had been recovered in that month" 
However, the demand for the period from 
October 1984, onwards was yet to ·be 
raised. The Department has asked the 
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Publ ic Works Department in June 1990 to 
assess and intimate the rent recover­
ab le from the Corporation. 

G. ( 9 3 F-Agricul ture Department 

, . 

9 . 17 Result s of Audit 

Test check o f the accounts and 
records of 11 District Agriculture and ' 
3 Plant Protect.ion Offices, conducted 
in audit dur ing 1989-90 revealed 
irregularities invol ving r evenue of Rs 
41.03 lakhs i n 32 cases, which broadly 
faLl under the following categories: 

1 . Shortfall in 
farm produce 

2. Non/Short rea'i i,­
asation of f ees 

3. 

for registration 
cert ificat es i ssued 
to deal e rs i n 
Fe rti lizer 

Non-ut ili~at ion of 
entire cultivable 
lands· of Gove·rnment 
Farms· 

Number Amount 
of <in lakhs 

I cases of 
rupee~> 

11 23. 12 

7 12.48 

4 2.28 

l l 
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·4. Other cases 10 3.15 

Total 32 41.03 

A few important cases noticed 
during 1989-90 and ear\ier years a~e 

mentioned in the succeeding paragraphs. 

9.18 Sale of Fertilizers by Co-
operative Societies without 
renewing their registration 
certificates. r~ IO 

'-=J ·- 0 
As per Clause 5 of the Government 

of India Fertilizer <Control) Order, 
1957 7 read with Fertilizer Contr ol 
Order 1985 ·, no person shall carry on 
the business of sale of fertilizer, 
unless he obtains a certificate of 
registrat~on from the registering 
authorities on payment of the prescri­
bed fees. The reg.istration 1;erti ficate 
is valid for one year, which can be 
renewed before 31st March each year on 
payment of prescribed renewal fee, if 
an application for renewal is made 
after 31~t March, subject to payment of 
additional fee. 

In two Agriculture Offices, of 
Hami rpur and Fai zabad, it was noticed 
during aupit <Between July 1989 and 
January 1990) that co-operative socie­
ties were carrying on the business of 
sale of e·rti 1 izers for pe·riods ranging 
upto six y.ea~s without getting their 
reQistration certificates renewed. 
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Sin.ce the registration certificates are 
valid for only one year ? the non­
renewal of registration certificates by 
co-operative societies within th~ 

prescribed t ime, a~unts to unauthori­
sed conduct of business without a valid 
registrat i on ~ert i ficate. No action had 
also been taken by the department, 
requiring the co-operative societies to 
9et their r egistration certificates 
renewed. Besides, unauthorised 'Conduct 
of business by such soc i eties, the 
omission resulted in non-realisation of 
renewal fee amounting to Rs 81,520 
during the years 1984-85 to 1989-90. 

The matter was reported to the 
department in July 1989 and to the 
Government in January 1990; their 
replies have not been received <Apri 1 
1991>. 

9.19 

G-99 
Non adoption of revised pattern 

of ff!es for grant, renewal and 
amendment of registration 
certificates. 

Fees payable for grantinQ of 
registration certificates for dealer­
ship of fertilizers are regulated by 
Central enactment. By a notification of 
September 19~5, the Central· Government 
repealed the Fertilizer <Control> 
Order , 1957 and issued ttie new Ferti-
1 izer <Control) Order 1985. As per 
clause 36 of Fertilizer <Control> 
Order, 1985, the fees pay ab le for 

., 

.... 

t i 



, 

(311> 
I 

g r ant, renewal and amend•ent of 
registration certificate in respect of 
wholesale and retail dealers of 
fertilizer should be such as the State 
Government may, with prior approval of 
the Controller of F.ertilizers, fix, 
subject to the maximum fee fixed by ·the 
Central Government. Atter inviting 
proposals from all states and Union 
territories, the Union Government pres­
cribed <April t9a6> a new structure of 
fees for different purposes and the 
maximum chargeable fees was fixed at Rs ~ 
1500 and Rs 1000 per a nnu m f or grant/ 
renewal of registration cert i f i cat es in 
respect of wholesale and retail dealers 
of ferti 1 i zers respe·ctively . The Gover­
nment of Uttar Prad~sh had proposed in 
that regard fees of Rs 1'509 and .Rs 400 
per annum for grant and renewal nf 
regis.trat ion certificates for wholesale 
and retail dealers respectively. 

For adoption of any lower rate of 
fee than that fixed by the Central 
Government, the State Government was 
required to obtain approval of the 
Controller of Fertilizers and notify 
the same in ttte official 6aze.tte. 
However, the Sta~e Government have not 
so far fixeq any rate of fee payable 
under the e x isting Order of 1985. 

In the case of audit of five 
agricultural offices, of Mainpuri, 
A_ligarh, Fatehpur, Hamirpur and 
Chamol i, it was' noticed <between July 
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1987 and June 1-989) that t he revi~ed 
quantum of ·fe·e proposed in the Order o f 
1?85, was not adopt·ed by the dep a rtment 
and th4! fees for gran t and renewal of 
registration .certificates was being 
charged at the old rates fixed under 
the d efunct Fertilizer <Control) Order, 
1957. Even if ~omput~d at the rates of 
fees as had been propo~ed by the State 
Government to the Central Government 
viz. Rs 1500 for · wholesalers and Rs 400 
f or retatlers , tha re was a loss of 
revenue amounting t o Rs · 23.5~ lakhs in 
g·rant/renewal of registration c et't ifi­
cates to 137 wh o lesale and 3007 reta il 
deal ers during the pe r iod 1986-87 to 
1989-90 as a res~lt of c harging fees on 
the o ld pat t ern. 

On this being pointed o u t in audit 
<September 1987}, the Government stated 
<Decembe r i9a7> t hat action to issue 
notification regarding revis :i,o n of fee 
was in p r ogress. However, the revised 
pattern of fees has not been adopted so 
f ar <April 1991>. 

9.20 

~-)36 
Non-refund of unuti l ised grant 
a n d Interest to State revenue · 

As per the provisions o f the 
F inancial Hand Book issued by the 
Government of U.P., no amount should be 
1&1i thdrawn from the j;reasury unless the 
same is required for immediate 
disbursement . E~~cept with the special 
permission of the Government, a 

, 

f I 
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Government servant should not d eposi t 
'in ban k mnneys withdrawn from the 
Government account. ThE> unspent mon~y 

and misc~l laneous receipts are reGU i re~ 

to be remit ted back into the treas ury . 

I t we.s notice c in a udi t <October 
and Dec e mbe r 1989 ) , that f t.mds aU,ot ·l; e cJ 
to th e District Ag ricu! tur.a1 Offic:P.r~ 
of J a u npur and Kanpur CDE'hat) for· 
various construction wor ks were with ­
drawn b~~ them from the tre c.su.ry , 
generally at i;he end of th e Fin ancial 
year, a B and when t he gr~n ts N~r£ 

re leased ~ though not ~equjr~~ fo r 
i mmediate use . Th~s::G amoun t~ were 
deposited into the Post Off ic~ s~v ing: 
Accou nt opened s ince: 1 'Y82 -83 .anc 1 984-
85, respec-t ive l y, withou t o bta.;n ing 
pErmission of the Go•;e:- r-nmen\:. F u n ds 
withdrawn from t~e treas u ry and kept in 
post off ices amounted to Rs 59.29 l a khs 
out of which a sum of Rs 21 M47 l<:.kt:: 
st ill (Jun e 1990) remain<;:; unut ilisedn 
In teres t earned upto April 1989 and 
Apr i l 1990 in t hese cases, amo unted tc 
Rs 1.04 lakhs and Rs 1.00 lakh rc:sp e c ­
~ively Wt?re als~ n.ot taken in the cash 
book and credit ed to Stat e revenues. 

Out of the interest ear ned, a sum 
of Rs' 0. 6.6 l a k hs: "1as u t i l i s~d by t he 
Dist:rict Ag!"icul ture Officer Kanpur 
<Deh at) without the knowledge of th e 
He~d o f the department or the Govern­
ment on works other than those fpr 
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which the 
made. 

f unds allotment had been 

Withd r a wals made from Post office 
savings account were also not reflected 
in the c ash .books . Detaile.(_:t Contingent 
Bil l s supported by vouchers indicating 
utili sation of such withdrawals were 
not sent by the District Agriculture 
Off ;.cers, J aunpur and Kanpur <Dehat >, 
to · the treasuries and the transact ion 
could not be subjected to audit 
scrutin y at any ;tage . 

On 
(October 

b@ i n g 
and 

pointed 
December 

out in 
1989 ) 

audit 
th~ 

department issut!d instruction (January 
1990> t ·o all Di strict Agric u lture 
Officers to desist from open ing 
accounts i n pos t off i ces i n f u ture and 
to transfer the amounts of interests 
earned to the revenues of the State. 

' The Dist r ict Agricu l ture 
J aunpur deposited the whole 
i nterest <Rs 1 .. 04 lakhs> 
treasury in Feb r uary 19 90. 

Off icer, 
a mount of 
into the 

( ' 



) 
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The matter was reported to the 
department in December 1989 and January 
1990 and to the Government in December 
1989; their replies hava not been 
r eceived <Apr i l 1991). 

Lucknow 
The 

New Delhi 
The 

<Bharti Pras&d > 
Accountant General 

<Audi t >-lI 
Uttar P r adesh 

Counters igned 

CC'. 6 . SOHIAH) 
Compt roll er a n d Auditor 

General of Ind ia 
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Appendix-11 

IR&forence: Paracraph 2. 2. 71 Page fto.451 
\. .. 

St2ts E1e1'\ t sho v.i ng physical vsr itf icat~on o! 
goocis in tran s it 

l 
M~o or til& tio. or Total lfo. ~o. of Yth- ~rczn- vlih ic~ ts to 
Chee~-pest S!:ifts of Hhicle5 icles tag-. be nrifit4 

which passt>d physically l1i pell' llM' 

d\11 inf th& Hfif i!f'.i !Iii ir;\)!l 
year ill .fut I Pf09 iliOD~ 

Ii I 5.aiyan 2 l,20,520 ms 0. 95 736 
Iii I ~atehpu~ 2 1,57,701 640 0.53 7~ 

Sikri 
(ii i l "ohar.-~far 3 4,21,007 19e3 0.47 1,095 
lhl Yijai '.it (u 3 2, 02, 1&'0 320 0.16 1,055 
ltl Tansport Ma(ir 3 2, 16,5!!0 541 0.25 i,095 
I' i I Ohopun 2 J,84,093 245 0.13 730 
('iii ll•hiriljpur 2 1 , 16 , 09~ 14 0.01 730 
It i iil Kakkarpul 2 16, 782 73 0.43 730 
Ii 1 I lho~;apuril 2 77,789 59 0. 08 130 
!11 Kuleura. 2 34,G39 9 0. 03 730 
l1il Loni 2 55, 775 14S 0.27 730 
I iii I Su1i111n 2 66,500 12eo !.S9 730 
lliii l Kotbin 3 2,35,850 1864 0.71 1095 
I i i' I lliubitp'Jr 3 4,77,161 4516 0.95 1095 
lnl Biiuaul i 2 74,361 557 o. 75 730 
lni I lluauri 2 56, 107 rm 1.56 730 



, 

--
" 
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Append i ><...:.. I I 

(Reference: Paracra ph 2.2.8; Pace Ho. 48) 

Statemen t · of undisposed seized . goods 
<As on 31st "March 1990) 

• Hae of the 
check posts l'lohan-Nagar Transport-Hagar Naubii.tpur Saiyan Kotban bkl~ SuHvan lta&HUf i Total 
Year-wise lte1s A1ount lteas A1ount I l811i AIOunt I te1& Aloun t I tt1& A1ount It .. Mount ftRS A10unt ltns Atount lte& A110unt 
break-up 
----- - - ----·--·------------· 

Fro• 1974-75 -- 17 33,570 -- 3 15,000 20 48,570 
to !'larch 1960 

1960-61 12 35;520 1 10,000 2 3,750 15 39,po 

, 1961-62 6 27,000 3 9 27,000 

' 1962~83 19 42,000 2 200 ,~. 2 1,550 24 38,750 

1963-84 27 1, 77,900 2 . 3 5,000 .r ~- 4 25,840 38 2,17,148 

1984-85 2 31,955 -- 6 3,05,000 10 3 800 . 4 1,73,186 8 1,57,979 31 5,89,419 

1965-66 6 1,38,270 26 4,76,400 .10 6 37,600 3 49,000 2 10,00 1 5,000 54 7,18,470 

1986-87 35 2,49, 151 17 4,55,800 11 - 10 95,760 2 45,600 3 28,000· 78 8, 74,:nt 

1987-88 36 3,18,889 18 5', 18,490 36 7,85, 182 26 1,83,900 9 1,82,500 1 l,05o 1 1,000 129 19, 91,011 

1987-88 64 6,29,646 13 5,65,.546 25 12, 76,062 12 1,71,9"6 35 75,066 12 1,64,897 s;ooo 9 72,450 171 29,83,473 

Total 143 13,87,911 13 5,85,548 .. 173 33,U,742 81 9,57,188 79 3,92,548 37 4,87,797 12 2, 12,Mt 31 1,10,519 -11,Zl,420 
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Appendix-I I I 

!Refarence: Paragraph Z.2. 11111; Page No. 521 

Statement showing the position of cash 
at check post Naubatpur <Varana&i) 
during the month of February 1990 

Date 

2.2. 90 
3.2.90 
4.2.90 
5.2.90 
6.2.90 
7.2.90 
6.2.90 
~.2. 90 

10.2.90 
11.2. 90 
12. 2. 90 
13.2.90 
lU.90 
15.2.90 
16.2.90 
17.2.90 
18. 2. 90 
19. 2. 90 
20.2.90 
2.1.2.90 
22.2. 90 
23.2.90 
24.2.90 
25.2.90 
26.2.90 
27.2.90 
28.2.90 

Balance of' 
preceding day 

26,48,709 
21, 24, 090 
25,08,940 
29,35,973 
33,CO, 125 
36,55,670 
24,63,052 
29,95,892 
22,42,800 
27,36, 730 
32,33,680 
36,38,565 
40,03,015 
za,22,5213 
34,32,996 
40,32,256 
45,25,021 
51.12,651 
55,23,521 
54,52,510 
35, 61, 905 
32,53,595 
35,39, 141 
37,07,981 
38, 73,671 
41, 70, 295 
43,32, 905 

Auount 
depiis i ted 

into treasury 

U3,660 
3,64,850 
4,27,033 
4,52,152 
2,67,545 
4,90,612 
5,09,640 
5,77,951 
4, 93, 930 
4,9e, 950 
4,04,665 
3,64,450 
5,39,660 
6, 10, 470 
5,99,260 
4,92,765 
5,67,630 
4, 10,670 
4,51,440 
4,09,470 
3,02,160 
2,85,545 
1,68,840 
1,65,690 
2,96,624 
t. 62, 610 
4, S3,320 

9,b8, 279 

16,60,430 

13, 31,043 

17, 20,349 

5,22,451 
23,00,075 
6, 10, 470 

Balanc1 
r11aininc 

21,24,090 
25,08,940 
29,35,973 
33,88, 125 
36,55,670 
24,86,052 
29,95,892 
22,42,600 
27,36, 730 
32,33,680 
3&,38.~5 
40,03,015 
28,22,526 
3-4, 32, 996 
40,32,256 
45,25,021 
51, 12, 651 
55,23,521 
54, 52,510 
35, 61, 905 
32,53,595 
35, 39, 141 
37, 07. 931 
38, 73,671 
41, 70, 295 
43,32,905 
48,26,225 

• 



-
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• 
Appendix-IV 

I 

4 !Reference: Paragraph 2.2.11131; Page llo. 531 

State•ent showing delay in deposi't of 

Govern•ent •oney into the Treasury 

11 .. of tbe Date of Dlte of A10unt MUlbtr of 

check post Receipts Deposit into 115., daJs ctellJtd 

Treuury in deposit 

Kotban :u.3.86 13 ••• 88 10,637.00 12 
1 •• • 88 13 ••• 88 7,300.00 11 
2.~.88 13 ••• 88 18, 177.00 10 

18.1. 89 Z. Z.119 1•.•1•.00 18 

17.1.89 Z.Z. 89 13, 775.00 15 
18.1.89 Z.Z. 89 36,•75.00 t• 

Kaaarol 1. 7. 87 18. 7.87 . 700.00 18 
2. 7.87 18.7.87 300.00 15 

5.8.87 19.8.87 10,920.00 13 
Z.8.87 H.9.87 1,000.00 •z 
U.87 14.9.87 Z,000.00 40 
8.8.87 1•.9.87 2,.00.00 38 

Saro.van 27.5.88 9.6. 88 290.00 12 
29.5.88 9.8.88 1,220.00 10 

' 

I Dadri 23.5.89 u 
to 12.7.89 7,!!05.00 to 

31.5.89 •9 

1.8.89 17 

to 18. 7.89 28,812.00 to 
30.8. 89 •8 

P·S ·U·P· -10 A{i.-21·6·91-5SoBOcks(oF1=scr) 
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