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PREFACE

This Report for the year ended 31 March 2011 has been prepared for
submission to the Governor under Article 151 (2) of the Constitution.

The audit of revenue receipts of the State Government is conducted under
Section 16 of the Comptroller and Auditor General’s (Duties, Powers and
Conditions of Service) Act, 1971. This Report presents the results of audit of
receipts comprising trade tax/VAT, state excise, taxes on motor vehicles,
stamp duty and registration fees and other tax and non-tax receipts of the
State.

The cases mentioned in the Report are among those which came to notice in
the course of test audit of records during the year 2010-11 as well as those
which came to notice in earlier years but could not be included in the previous
years’ reports.







Overview

OVERVIEW

This Report contains 35 paragraphs including two reviews relating to
non/short levy of tax, penalty, interest etc. involving ¥ 100.50 crore. Some of
the major findings are mentioned below:

1. General

The total receipts of the Government of Uttar Pradesh for the year 2010-11
were X 1,11,183.76 crore against ¥ 96,420.95 crore during 2009-10. The
revenue raised by the State Government amounted to ¥ 52,531.21 crore
comprising tax revenue of ¥ 41,355 crore and non-tax revenue of X 11,176.21
crore. The receipts from the Government of India were ¥ 58,652.55 crore
(State’s share of divisible Union taxes: ¥ 43,218.90 crore and grants-in-aid:
¥ 15,433.65 crore). Thus, the State Government could raise only 47 per cent
of the total revenue. Taxes on sales, trade, etc. (¥ 24,836.52 crore) and
miscellaneous general services (X 5,120.67 crore) were the major source of tax
and non-tax revenue respectively during the year 2010-11.

(Paragraph 1.1)

Inspection reports numbering 10,349 issued upto 31 December 2010
containing 25,501 audit observations with money value of ¥ 4,445.39 crore
had not been settled upto June 2011.

(Paragraph 1.2)

Test check of the records of 1,682 units of Commercial Tax, State excise,
Motor vehicles tax, Stamp duty and Registration fee, Forest and other
departmental offices conducted during the year 2010-11 revealed under
assessments/short levy/loss of revenue aggregating Y 682.45 crore in 4,425
cases. During the course of the year, the departments concerned accepted
under assessments and other deficiencies of ¥ 10.11 crore involved in 913
cases of which 42 cases involving ¥ 10.86 lakh were pointed out in audit
during 2010-11 and the rest in the earlier years. The departments collected
¥ nine crore in 625 cases during 2010-11.

(Paragraph 1.5.1)

Trade Tax/VAT

A Performance Audit on “Utilisation of declaration forms in inter State
trade and commerce” revealed that:

e Due to absence of a database of exemptions and concessions of tax granted
in the inter-state trade and commerce, revenue foregone during the
assessment years 2006-07 to 2010-11 is not quantifiable.

(Paragraph 2.9.8)

e Due to inadequate systems in place for safe custody, issue of declaration
forms and non-verification of stock of forms, chances of misuse of the
forms could not be ruled out.

(Paragraph 2.9.9)
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e Due to non-uploading the details of the declaration forms used in inter-state
trade and commerce on the TINXSYS website, online cross-verification
was not possible.

(Paragraph 2.9.10)

e Due to utilisation of fake forms/inflated/deflated declaration of central
sales, tax amounting to ¥ 95.04 lakh was not levied.

(Paragraph 2.9.16)

e Irregular purchase of goods resulted in irregular exemption of tax of
% 16.93 crore.

(Paragraph 2.9.18)

e Penalty amounting to ¥ 30.42 lakh was not imposed on unauthorised
purchase of goods from outside the State.

(Paragraph 2,9.22)

Other audit observations

There was short/non-levy of tax of ¥ 82.56 lakh in 28 Commercial Tax Offices

in the case of 33 dealers due to application of incorrect rate of tax/

misclassification of goods for the period from 2005-06 to 2007-08.
(Paragraph 2.11.1)

There was non-levy of tax of ¥ 4.19 crore on sale of tender forms in 14
Commercial Tax Offices in case of 14 dealers for the period from 2003-04 to
2007-08.

(Paragraph 2.11.4)

There was non-imposition of penalty of ¥ 3.04 crore in 14 Commercial Tax
Offices in the case of 15 dealers for the period from 2005-06 to 2007-08.
(Paragraph 2.12.3)

There was loss of revenue of ¥ 27.68 crore in 18 Commercial tax Offices due
to non-remittance of excess realised tax.
(Paragraph 2.17)

There was non-imposition of penalty of ¥ 21.61 crore in 24 Commercial Tax
Offices in case of 32 dealers for non-deduction of works contract tax for the
period from 2005-06 to 2008-09.

(Paragraph 2.18)

III. State Excise

There was potential loss of licence fee of ¥ 4.72 crore in three District Excise
Offices in 44 model shops for the period from 2009-10 to 2010-11.
(Paragraph 3.8)

There was non-realisation of licence fee of ¥ 1.66 crore from CSD canteens in
nine District Excise Offices for the period from April 2010 to June 2010.

(Paragraph 3.10)
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IV. Taxes on Vehicles, Goods and Passengers

A Performance Audit on “Computerisation in Motor Vehicles Department”
revealed that:

e SARATHI software and Enforcement module of VAHAN software was not
installed and implemented.

(Paragraph 4.5.7.4)

e Smart cards were to be issued upto 2006-07, but the Department has not
started issuing Smart cards so far.

(Paragraph 4.5.7.5)

e Online services are not available to the citizens as envisaged in the
objectives of computerisation set by MORTH.

(Paragraph 4.5.7.6)

e Data of 62,79,933 vehicles was not digitized resulting in preparation of
incomplete State Register as well as National Register.

(Paragraph 4.5.10)
e Inter connectivity amongst the State RTOs/ARTOs was not established.
(Paragraph 4.5.11)

e Various mandatory fields were not captured resulting in availability of
incomplete information in the database.

(Paragraph 4.5.14.2)

e Due to lack of data validation, identical chassis numbers, engine numbers
and insurance cover note numbers existed in the database.

(Paragraph 4.5.14.4)

Other audit observations

There was short levy of tax of ¥ 66.68 lakh in 14 Regional Transport Offices/
Assistant Regional Transport Offices in 3152 vehicles due to adoption of
lesser seating capacity during the period from October 2009 to December
2010.

(Paragraph 4.7)

There was non-realisation of additional tax of ¥ 51.66 lakh in 11 Regional
Transport Offices/Assistant Regional Transport Offices in respect of 353
vehicles surrendered for periods beyond three months during the period from
April 2010 to December 2010.

(Paragraph 4.8)

Stamp Duty and Registration Fee

There was evasion of stamp duty of ¥ 6.15 crore in 122 lease deeds for the
period from January 2005 to June 2010.
(Paragraph 5.8)
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There was short levy of stamp duty of ¥ 1.39 crore in 24 Sub-Registrar Offices

in 39 deeds due to incorrect valuation of property during the period from July
2009 to December 2010.

(Paragraph 5.9.1)

There was short levy of stamp duty of ¥ 1.20 crore in one Sub-Registrar Office
in one deed due to undervaluation of property.

(Paragraph 5.9.2)

VI.  Other Tax and Non-tax Receipts

There was non realisation of ¥ 58.01 lakh in one District Forest Office on
account of net present value for using forest land.

(Paragraph 6.5)




Chapter-1 : General

CHAPTER-I
GENERAL

I'rend of revenue receipts

1.1.1 The tax and non-tax revenue raised by the Government of Uttar
Pradesh during the year 2010-11, the State’s share of divisible Union taxes
and grants-in-aid received from the Government of India during the year and
the corresponding figures for the preceding four years are mentioned below:

in crore

Particulars 2006-07 2007-08 2008-09 2009-10 2010-11

The above table indicates that during the year 2010-11, the revenue raised by
the State Government was 47 per cent of the total revenue receipts
(X 1,11,183.76 crore) against 49 per cent in the preceding year. The balance
53 per cent of receipts during 2010-11 was from the Government of India.

For details, please see Statement No. 11 - detailed accounts of revenue by minor heads in
the Finance Accounts of the Government of Uttar Pradesh for the year 2010-11. Figures
under the major heads 0020 - Corporation tax, 0021 - Other taxes on income and
expenditure, 0028 - Taxes on income other than corporation tax, 0032 - Taxes on wealth,
0037 - Customs, 0038 - Union excise duties, 0044 - Service tax and 0045 - Other taxes
and duties on commodities and services - Share of net proceeds assigned to States booked
in the Finance Accounts under ‘A - Tax revenue’ have been excluded from revenue raised
by the State and included in ‘State’s share of divisible Union taxes’ in this statement.

1
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1.1.2 The following table presents the details of tax revenue raised during the
period 2006-07 to 2010-11:

2006-07 2007-08 2008-09 2009-10 2010-11 Increase (+) | Percentage

or decrease | of increase

(<) in 2010-11 | or decrease
with with

reference to | reference to

>
2009-10 2009-10

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

Commercial Tax/VAT: The increase was due to more collections on account
of Central Sales Tax.

State Excise: The increase was due to realisation of more revenue from
“Country Spirits” “Foreign liquor and Spirits” and “Other receipts”.

Stamp and Registration: The increase was due to sale of more stamps.

Taxes on Vehicles: The increase was due to realisation of taxes on sale of
vehicles and collection of taxes under the State Motor Vehicles Act.

Taxes on Goods and Passengers: The decrease was due to less collection of
taxes on goods transported by roads and less transfer of money to UP
Transport Relief Fund.

Land Revenue: The increase was due to collection of fixed charges,
realisation of fixed arrears and current demands of land revenue/taxes, etc.

The other Departments did not inform the reasons for variation (October
2011).
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1.1.3 : The following table presents the details of the non-tax revenue raised
during the period 2006-07 to 2010-11:

Sk Head of revenue 2006-07 | 2007-08 | 200809 | 2009-10 2010-11 Increase (+) | Percentage

No. or decrease | of increase/
(=) in 2010~ decrease
11 with with
reference to | reference to
2009-10 2009-10

The concerned Departments did not inform the reasons for variation
(October 2011).

Response of the Department/Government towards Audit

.1 Failure of senior officials to enforce accountability and
protect the interest of the state Government

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

We reviewed the IRs issued upto December 2010 and found that 25,501
paragraphs involving ¥ 4,445.39 crore relating to 10,349 IRs remained

3
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outstanding at the end of June 2011, as mentioned below along with the
corresponding figures for the preceding two years:

The Department-wise details of the IRs and audit observations outstanding as
on 30 June 2011 and the amounts involved are mentioned below:
Nature of receipts Number of Number of Amount of Year to which the

outstanding IRs outstanding revenue involved observations relate

audit (T in crore)

observations

1

This large pendency of the IRs is indicative of the fact that the heads of offices
and heads of the Departments failed to initiate action to rectify the defects,
omissions and irregularities pointed out by the AG in the IRs.

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

1.2.2

Departmental audit committee meetings

The Government set up audit committees during various periods to monitor
and expedite the progress of the settlement of IRs and paragraphs in the IRs.
The details of the audit committee meetings held during the year 2010-11 and
the paragraphs settled are mentioned below:

Name of Department SNumber of Number of paras Number of paras Amount

meectings held under consideration settled (T in crore)
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In order to expedite clearance of outstanding audit observations, it is necessary
that audit committees should meet regularly and ensure appropriate action on
all audit observations leading to their settlement.

1.2.3 Response of the Departments to the draft audit paragraphs

The Department of Finance issued directions to all the Departments to send
their response to the draft audit paragraphs proposed for inclusion in the
Report of the Comptroller and Auditor General of India within six weeks. We
forward the draft paragraphs to the Secretaries of the concerned Departments
through demi-official letters by the AG, drawing their attention to the audit
findings and requesting them to send their response within six weeks. The fact
of non-receipt of replies from the Departments is invariably indicated at the
end of each paragraph included in the Audit Report.

33 draft paragraphs and two reviews included in this Report for the year ended
31 March 2011 were forwarded to the Secretaries of the concerned
Departments between July 2011 and October 2011 through demi-official
letters. The Secretaries of the concerned departments sent replies against two
reviews, while replies against draft paragraphs have been received only from
the Departments of State Excise and Stamps and Registration. Paragraphs
from other Departments have been included in this report without the response
of the Government.

1.2.4 Follow-up on Audit Reports - summarised position

To ensure accountability of the executive in respect of all the issues dealt in
the various Audit Reports (ARs), the Department of Finance issued
instructions in June 1987 to initiate suo moto action on all paragraphs/reviews
figuring in the Audit Reports irrespective of whether the cases were taken up
for examination by the Public Accounts Committee (PAC) or not. Out of 95
paragraphs/reviews included in Audit Reports relating to the period 2005-06 to
2009-10 which have already been laid before the State legislature, no
explanatory notes (ENs) in respect of 43 paragraphs/reviews were received in
our office as on October 2011. The outstanding ENs dating back to 2005-06
are as mentioned below:

2005-06 25 January 2007 21 18 3

2006-07 15 February 2008 24 12 12

2007-08 17 February 2009 16 14

2008-09 28 January 2010 13 8 5

2008-09 05 August 2011 1 0 1

(Stand Alone
Report on State

Excise)

2009-10 08 August 2011 20 0 20
Total 95 52 43

1.2.5 Compliance with the earlier Audit Reports

In our Audit Reports 2005-06 to 2009-10 cases of under assessment, non/short
levy of taxes, loss of revenue, failure to raise demands, etc. involving
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¥ 3,557.83 crore were reported.

As of October 2011, the Departments

concerned have accepted observations of ¥ 950.51 crore and recovered
¥ 15.78 crore. Audit Report-wise details of cases accepted and recovered are
mentioned below:

T in crore)
Year of Audit Total money value | Accepted money Recovery made
Report , value
2005-06 906.66 791 2:39
2006-07 92.18 1.74 0.37
2007-08 1,035.85 927.83 12.83
2008-09 109.07 4.26 0.03
2008-09 1,344.56 23 =
(Stand Alone Report on
State Excise)
2009-10 69.51 8.77 0.16
Total 3,557.83 950.51 15.78

The recovery in respect of the accepted cases is extremely low (1.66 per cent).

The Government needs to take necessary steps for prompt recovery of the
amounts involved, at least in the accepted cases.

1.3

raised by Audit

Analysis of the mechanism for dealing with the issues

In order to analyse the system of addressing the issues highlighted in the
Inspection Reports/Audit Reports by the Departments/Government, the action
taken on the paragraphs and reviews included in the Audit Reports of the last
five years in respect of one Department has been evaluated and included in

this Audit Report.

The succeeding paragraphs 1.3.1 to 1.3.2.2 discuss the performance of the
Stamp and Registration Department in dealing with the cases detected in
the course of local audit conducted during the last five years and also the cases
included in the Audit Reports for the years 2005-06 to 2009-10.

1.3.1

Position of Inspection Reports

The summarised position of Inspection reports issued during the last five
years, paragraphs included in these reports and their status as on March 2011

are tabulated below:

Opening balance

IRs Mara Mones

graphs | value

Addition during the

[ 1Rs

vear
Para

graphs

Money

value

IRs

Fara

eraphs

Veur

va

Clearance during the

Muoney

lue

(¥ in crore)

Closing balance

IRs

vraphs

Money

value

2005-06 | 1518 27364 271211153 198 346 6 7 0.02 1665 2047|  274.65
2006-07 | 1665 2947| 274.65| 148 213 436] 3 4 -1 1810 3156 279.41
2007-08 | 1810 3156| 279.01| 140 222 7.59| 29 108 0.649 1921 32701 28591
2008-09 | 1921 3270) 28591 267 437] 10.74| 335 446 2.96] 1833 3261| 293.69)
2009-10 | 1853 3261 293.69| 394 642] 14.96] 39 60 0.32] 2208 3843] 308.33

During the year 2009-10, two Audit Committee meetings were held in which
19 paragraphs involving money value of ¥ 7 lakh were settled. In 2010-11,
faur Audit Committee meetings were held in which 399 paragraphs involving
amounts of ¥ 5.99 crore were settled.
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1.3.2 Assurances given by the Department/Government on the
issues highlighted in the Audit Reports

1.3.2.1 Recovery of accepted cases

The position of paragraphs included in the Audit Reports of the last five years,
those accepted by the Department and the amount recovered are mentioned
below:

(T in crore)

Year of Number of | Money value of i Number of Money value Amount Cumulative

AR paragraphs | the paragraphs paragraphs of accepted recovered position of

| included | accepted paragraphs during the recovery of

! vear | accepted cases
2005-06 3 0.66 - - - -
2006-07 3 0.65 - - - .
2007-08 1 87.09 1 50.53 - -
(Review)

2008-09 | 4.05 - - =5 L
2009-10 2 0.69 - = - -

The analysis of the above table shows that the percentage of the paragraphs
accepted and their money value is very low. The amount of recoverv in
relation to the money value of accepted para is nil.

We recommend that the Department ensure that it recovers at least the
amounts involved in the accepted paragraphs.

1.3.2.2 Action taken on the recommendations accepted by the

Departments/Government

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

The details of issues highlighted in the review on the Stamp and Registration
Department featured in the Audit Report 2007-08 including the
recommendations made and the recommendations accepted by the Department
are mentioned below:

Year of
Audit
Report

2007-08

litle of the review

Number of Number of
| recommendations recommendations
I accepted

Deficiencies in charging of stamp duty on valuation of 5 4
property and different nature of document

The Department has not yet communicated the action taken on the
recommendations given in this report.

1.4

Audit planning

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

During the year 2010-11, the audit universe comprised of 3,300 auditable
units, of which 1,882 units were planned and 1,682 units were audited which
was 89.37 per cent of the total planned units. The details are shown in the

following table:

Departments

Total
number of
anditable

units

Fotal
number of
planned
units

Total
number of
audited
units

\rrear [

units

Percentage
of units
audited to
planned
units

Commercial Tax :
State Excise including 335 236 190 46 80.51
distilleries
3 Motor Vehicle Taxes 71 71 71 - 100.00
4 Co-operative 61 == == &= =
5 Agriculture 122 - = 33 =
6 Food and Civil Supplies 61 - — - -
7 Entertainment tax 71 36 32 04 88.89
8 Public Works Department 70 24 18 06 75.00
9 Stamp and Registration 347 347 329 94.81
10 Land Revenue 301 10 09 90.00
11. Irrigation 75 25 21 84.00
| fr Medical and Public Health 76 25 19 06 76.00
13 Electricity Duty 80 = = -
14 Jail 30 - - - --
15 Interest Receipts 31 11 07 04 63.64
16 District Mines Officer 36 12 11 01 91.67
17 Forestry and Wild Life 113 88 83 5 9432
Total 3300 1882 1682 200 89.37

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

Results of audit

5.1 Position of local audit conducted during the yvear

Our test check of the records of 1,682 Commercial tax, State excise, Motor
vehicles tax, Stamp duty and Registration fee, Forest and other Departmental
offices conducted during the year 2010-11 revealed under assessments/short
levy/loss of revenue aggregating I 682.45 crore in 4,425 cases. During the
course of the year, the Departments concerned accepted under assessments
and other deficiencies of ¥ 10.11 crore involved in 913 cases of which 42
cases involving T 10.86 lakh were pointed out in audit during 2010-11 and the

rest in the earlier years. The Departments collected X nine crore in 625 cases
during 2010-11.

1.5.2

This report

This report contains 35 paragraphs including two reviews on “Utilisation of
declaration forms in inter State trade and commerce” and
“Computerisation in Motor Vehicles Department” relating to short/non-
levy of tax, duty and interest, penalty etc., involving financial effect of
2 100.50 crore. The Departments/Government have accepted audit
observations involving ¥ 17.09 crore out of which ¥ 71.84 lakh has been
recovered. The replies in the remaining cases have not been received (October
2011). These cases are discussed in the succeeding Chapters II to VI.

8



~ Chapter-1I : Commercial Tax / Value Added Tax

CHAPTER-II
COMMERCIAL TAX/VALUE ADDED TAX

2.1 Tax administration

Trade Tax (TT) (known as Commercial Tax after December 2007) is the
major source of revenue of the State and accounted for 60.06 per cent
(¥ 24,836.52 crore) of the total tax revenue (¥ 41,355 crore) of the State during
the year 2010-11. The levy of commercial tax is governed by the provisions
of the Uttar Pradesh Trade Tax Act, 1948 (UPTT Act) and rules made
thereunder upto 31 December 2007, and thereafter by the provisions of the
Uttar Pradesh Value Added Tax Act, 2008 (UPVAT Act) implemented from 1
January 2008. The levy of Central Sales Tax is regulated by the provisions of
the Central Sales Tax Act, 1956 (CST Act) and the rules made thereunder.

The Principal Secretary Vanijaya Evam Manoranjan Kar Uttar Pradesh, 1s the
administrative head at Government level. The overall control and direction of
the Commercial Tax Department vests with the Commissioner, Commercial
Tax (CCT), Uttar Pradesh with headquarters at Lucknow. He is assisted by
Additional  Commissioners, Joint Commissioners (JCs),  Deputy
Commissioners (DCs), Assistant Commissioners (ACs) and Commercial Tax
Officers (CTOs).

2.2  Trend of receipts
Actual receipts from Trade Tax/VAT during the last five years from 2006-07

to 2010-11 along with the total tax receipts during the same period is exhibited
in the following table and bar diagram:

(T in crore)
Budget Actual Variation Perce 1e lotal tax Percentage of
estimates receipts excess(+) of variation receipts of the actual Trade

shortfall (-) State Tax/VAT
receipts vis-a-vis
total receipts

2006-07 14,528.00 13.278.82 (-) 1.249.18 (-) B.60 60.,599.52 2191
2007-08 17,314.10 15.023.10 (-) 2,291.00 (-)13.23 68,672.47 21.88
2008-09 19,705.00 17.482.05 {-)2.222.95 (-)11.28 77,830.73 22.46
2009-10 20,741.27 20,825.18 (+)83.91 (+)0.40 96,420.95 21.60
2010-11 26,978.34 24.836.52 (-) 2.141.82 (-) 7.94 1,11,183.76 22.34

BBudget estimates W Actual receipts_ O Total taxrecelpts of the State
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2.3 Analysis of arrears of revenue

The arrears of revenue as on 31 March 2011 amounted to ¥ 16,665.41 crore
of which ¥ 11,804.32 crore was outstanding for more than five years. The
following table depicts the position of arrears of revenue during the period
2006-07 to 2010-11:

X in crore)
Closing balance of arrears

Opening balance of

Amount collected during

arrears the Year
. 2006-07 8.456.33 6,113.24 14,569.19
. 2007-08 14,569.19 3,487.63 11,081.94
| 2008-09 11,081.94 4.307.91 15,389.85
| 2000-10 15,389.85 1,063.45 16,453.30
| 2010-1i 16,453.30 1.350.97 16,665.41

The Department stated that the demand certified for recovery as arrears of land
revenue of ¥ 1,211.60 crore has been issued, ¥ 2,429.15 crore had been stayed
by the Courts and Government, recovery outstanding on Government
departments and semi-Government departments was ¥ 468.39 crore, recovery
certificates of ¥ 948.97 crore were sent to other States, recovery certificates of
T 69.32 crore were on transporters in the State, demand of ¥ 1,342.74 crore is
likely to be written-off and rest of the arrear amount of ¥ 10,195.24 crore was
pending for specific action by the Department.

2.4 Costof VAT

er assessee

The cost of VAT per assessee during the period from 2008-09 to 2010-11 is
tabulated below:

Cost per assessee

(in%)

Number of dealers  Gross collection

Expenditure on

(T in crore) collection

(T in crore)

2008-09 5,79,900 17,482.05 272.54 4,699.78
2009-10 5,75,434 20,825.18 358.43 6,228.86
[ 2010-11 5.94,695 24.836.52 391.45 6,582.37

Arrears in assessment

The details of assessments relating to commercial tax pending at the beginning
of the year, additional cases that became due for assessment during the year,
cases disposed during the year and cases pending at the end of the year as
furnished by the Commercial Tax Department during 2006-07 to 2010-11 are
mentioned in the following table:

Opening Cases which Total Cases Cases pending

became due at the close of

disposed of

balance
for assessment

during the

year

the year

2006-07 541,109 6.00,531 11,41,640 5,64,532 577,108
2007-08 5.76.968 6,19.710 11,96,678 2,58,011 938,667
2008-09 9,38,667 5,33,358 14.72,025 9,50,313 521,712
2009-10 521,712 1,83.378 7,05,090 6,92,704 12,386
2010-11 12,386 544,458 5,56,844 5.50,802 6,042

I'he closing balance as on 31 March 2007 does not tally with the opening balance as on 1 April 2007.
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The department needs to complete the pending assessment cases within the
prescribed time limit.

Cost of collection

2.6

The gross collection in respect of Trade Tax/VAT receipts, expenditure

incurred on collection and percentage of such expenditure to the gross

collection during the years 2008-09. 2009-10 and 2010-11 along with the

relevant all India average percentage of expenditure on collection to gross
collection for the relevant previous year are mentioned below:

(X in crore)

Gross

collection

All India average
percentage

Percentage of cost ‘
of collection to gross

| Expenditure
on collection

collection for the previous year
2008-09 17.482.05 272.54 1.56 0.83
2009-10 20.825.18 358.43 1.72 (.88
2010-11 24.836.52 406.65 1.64 0.96
Source: As per Finance Accounts 2010-11 and departmental figure

Thus, the percentage of expenditure on collection was higher than the all India
average in all the three years.

The Government needs to take appropriate measures to bring down the
cost of collection.

2.7  Revenue impact of audit

During the last five years (exciuding the report of the current year), we had
pointed out through our Inspection Reports non/short levy, non/short
realisation, underassessment/loss of revenue, incorrect exemption,
concealment/suppression of turnover, application of incorrect rate of tax,
incorrect computation etc., with revenue implication of ¥ 1,569 crore in 8,605
cases. Of these, the Department/Government had accepted audit observations
in 970 cases involving ¥ 15.05 crore and had since recovered T 1.63 crore in
366 cases. The details are shown in the following table:

(X in crore)

No. of Amount objected Amount accepted Amount recovered
units No. of Amount No. of Amount No. of Amount
audited cases cases cases
2005-06 161.29
2006-07 473 | 1548 | 74.60 38 036 6 0.02
2007-08 489 1.210 1.191.14 124 0.51 114 (146
2008-09 591 | 1,967 64.65 202 5.60 128 0.0% |
2009-10 685 2711 77.32 559 713 112 0,36
| Total 2649 | 8605 | 1,569.00 970 15.05 366 163

2.8

Results of audit

On test check of the assessments and other records of commercial tax offices,
conducted during 2010-11, revealed non/short levy of tax, non/short levy of
tax due to misclassification of goods and incorrect rate of tax, irregular
exemption, etc. of T 94.73 crore in 2,648 cases. which fall under the
following categories:

11
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(X in crore)

Number of Amount

cases

During the year 2010-11, the Department accepted under assessments and
other deficiencies of ¥ 1.63 crore involved in 436 cases of which 40 cases
involving ¥ 9.61 lakh had been pointed out during 2010-11 and the remaining
in the earlier years. The Department recovered ¥ 52.51 lakh in 148 cases
during the year 2010-11, of which 13 cases involving ¥ 5.89 lakh related to the
year 2010-11 rest to the earlier years.

A Performance Audit on “Utilisation of declaration forms in inter-state
trade and commerce” and few illustrative cases involving ¥ 85.73 crore are
mentioned in the succeeding paragraphs.

12
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2.9 Utilisation of declaration forms in inter-state trade and

commerce

Highlights

e Due to absence of a database of exemptions and concessions of tax granted
in the inter-state trade and commerce, revenue foregone during the
assessment years 2006-07 to 2010-11 is not quantifiable.

(Paragraph 2.9.8)

e Due to inadequate systems in place for safe custody, issue of declaration
forms and non-verification of stock of forms, chances of misuse of the
forms could not be ruled out.

(Paragraph 2.9.9)

e Due to non-uploading the details of the declaration forms used in inter-state
trade and commerce on TINXSYS website, online cross-verification was
not feasible.

(Paragraph 2.9.10)

e Due to utilisation of fake forms/inflated/deflated declaration of central
sales, tax amounting to ¥ 95.04 lakh was not levied.

(Paragraph 2.9.16)

e Irregular purchase of goods resulted in irrcgular exemption of tax of

T 16.93 crore.
(Paragraph 2.9.18)

e Penalty amounting to ¥ 30.42 lakh was not imposed on unauthorised
purchase of goods from outside the State.

(Paragraph 2.9.22)

2.9.1 Introduction

Central Sales Tax (CST) is levied under the provision of the Central Sales Tax
Act, 1956 read with the Central Sales Tax (Registration and Turnover) Rules,
1957 {CST (R&T) Rules} and Sales Tax Rules (UP), 1957 on inter-state sales.
The tax is collected and retained by the State Government from where the
movement of the goods commences. Every dealer registered under the CST
Act is required to declare his places of business within the State and details of
branches in other States, at the time of registration.

Form C

Under the provision of the CST Act, every dealer, who in the course of inter-
state trade or commerce, sells to a registered dealer, goods of classes specified
in the certificate of registration of the purchasing dealer, shall be liable to pay
tax at the concessional rate of four per cent (three per cent w.e.f. 1.4.2007 and
two per cent w.e.f. 1.6.2008) of such turnover provided such sales are
supported by declarations in form ‘C’. Otherwise, tax is leviable at the rate of
10 per cent or local rate of tax, whichever is higher. From 1.4.2007, inter-state

13
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sales not supported by declaration forms are to be taxed at the local rate of tax
of respective goods.

A graphic illustration of inter-state transactions covered by Form C is given
below:

Form C

seller

‘X’ sells goods to ‘Y’ . il Assessing

\uthority

and

furmshes

utithisation

certilicates

to the AA.

Under Section 6A of the CST (Amendment) Act, 1972, transfer of goods not
by reason of sales by a registered dealer to any other place of business outside
the State or to his agent or principal in other states is exempt from tax on
production of declaration in form ‘F’, duly filled in and signed by the principal
officer of the other place of business or his agent or principal as the case may
be, along with the evidence of dispatch of such goods. Filing of declaration in
form ‘F’ was not mandatory upto May 2002. However, the Act provided for
the assessing authority to make such enquiries as is deemed necessary to
satisfy itself about the bonafides of the transfer such as sale patties, dispatch
particulars, way bills etc. As per rule, one ‘F’ form should cover the
transaction of only one calendar month.

According to the provisions of Section 9 of the CST Act, penal measures of
the Uttar Pradesh Value Added Tax Act, 2008 (UPVAT Act) for commitment
of various wrong actions, such as concealment of turnover, maintenance and
production of false accounts, issuance or furnishing a false or wrong certificate
or form of declaration, non-deposit of tax or returns in time etc., are also
applicable in case of inter-state trade and commerce. Further, under the CST
Act penal measures are there for unauthorised purchase of goods.

A graphic illustration of inter-state transactions covered by form F is given
below:

14
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Form F
Uttar Pradesh
Assessing
Registered Authority
dealcr X i 1SsSUeS
X" transfer goods to Y’ Wiz 1o 0
dealer Y’
and Y
furmishes
4 tlisation
wirisation
‘X’ can claim exemption of tax if 'Y" issues the original form cerificites
such transfers are supported by ‘F* to *X' against the Sl \{
the Form ‘F" obtained from *Y’. consignment received. ¥

We conducted this performance audit to ensure the accuracy of the exemptions
and concessions granted under the CST Act. The review revealed a number of
system and compliance deficiencies, which are discussed in the subsequent
paragraphs.

roanisational set u

The determination of policy, monitoring and control at the Government level
is done by the Principal Secretary (Commercial Tax- Entertainment Tax) Uttar
Pradesh. The overall control and direction of the Commercial Tax Department
is with the Commissioner, Commercial Tax, Uttar Pradesh (CCT) with
headquarters at Lucknow. He is assisted by Additional Commissioners, Joint
Commissioners  (JC), Deputy Commissioners (DC) and Assistant
Commissioners (AC) at Headquarter’s level. JC (Forms) is responsible for
printing and distribution of various declaration forms.

Special Investigation Branch (SIB) of the Department is responsible for cross
verification of transactions of stock transfer of ¥ 5 lakh and above made to
other states/Union Territories.

2.9.3 Audit obj

ectives
The performance audit was conducted with a view to ascertain:

e the adequacy, reliability and effectiveness of the system of receipt, issue
and use of statutory forms and to detect evasion of taxes in sales trade etc.
in the course of inter-state sales/stock transfer;

e whether the Department has introduced an effective system of cross
verification of the documents furnished by the dealers;

e whether claims for exemption/concession of tax on the basis of declaration
forms were allowed after verifying their genuineness and are in accordance
with the provisions of the Acts and rules made thereunder; and

» whether sufficient internal controls existed to ensure proper use of forms so
as to prevent leakage of revenue.
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2.9.4 Audit criteria

The grant of exemptions/concessions allowed in the transaction of inter-state
sales was scrutinised on the basis of the provisions of the CST Act, CST
(R&T) Rules and CST (UP) Rules and Departmental orders and circulars,
issued from time to time.

2.9.5 Scope and methodology of audit

We conducted the performance audit between November 2010 and August
2011. The scope of the audit was limited to C and F forms only. In the first
phase of audit between November 2010 to January 2011 we captured the
details of 953 C forms and 736 F forms from 86 assessment offices of 35
districts pertaining to 25 States”, for cross verification with the records of the
purchasing dealer located in these States. In the second phase of the audit,
after verification by these states, we confirmed the observations pertaining to
the erring dealers of UP from the offices of the concerned Assessing
Authorities. We also collected information from the office of the CCT UP
Lucknow, JC (Executive), Lucknow and Noida regarding printing, distribution
of declaration forms used in inter-state trade and commerce. Cases noticed
during regular audit of other units have also been included in the report.

2.9.6 Acknowledgement

The Indian Audit and Accounts Department acknowledges the co-operation of
the Department of Commercial Tax in providing the necessary information
and records for audit. An entry conference was held with the Department in
June 2011, in which the Department was apprised about the scope and
methodology of audit. The findings of the performance audit were forwarded
to the Department and the Government in September 2011. An exit conference
was held in November 2011 in which the Commissioner, Commercial Tax
represented the Department. The response of the Government/Department has
been incorporated in the relevant paragraphs.

Audit findings

Financial Analysis

Variation between budget estimates and actual receipts

The budget estimates formulated by the Government for collection of revenue

under the Minor
As per the provision of Para 25 of the Budget manual, . Head 101-
in the preparatmn Bf the budget the aim is to achieve Rcceiptg under
as close an a cimation to the actual as possible. It | Central Sales Tax
is therefore essennal that not only all items of revenue | Act under the
and receipts should be pmvﬁed but the arrears, if any, | Major Head 0040 -
Outstandmg ﬁ'Om past years for collection Shﬂlﬂd be Tax on Sales,
mciuelﬁd in the budget estimates. - : / Trade etc. and

actual  collection
for the years 2006-07 to 2010-11 are given in the following table:

Andhra Pradesh, Assam, Bihar, Chhattisgarh, Delhi, Goa, Gujarat, Haryana, Himachal Pradesh, Jammu and
Kashmir, Jharkhand, Karnataka, Kerala, Madhya Pradesh, Maharashtra, Manipur, Nagaland, Orissa, Punjab,
Rajasthan, Sikkim, Tamil Nadu, Tripura, Uttarakhand and West Bengal
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(¥ in crore)
Percentage of

Variation shortfall
/ surplus (+) variation

Budget estimates Actual Receipts

(2)

(3)

(4)

(Col. 2 to 3)

(5)

2006-07 1120.00 689.00 (431 (-)38.48
2007-08 1350.00 1385.00 (535 (+)2.59
2008-09 1200.00 1438.00 (+)238 ($)19.83
2009-10 1574.00 1398.00 (5176 (1118
2010-11 1761.00 1968.00 (+)207 (H11.75

Source: Budgets estimates and Finance Accounts

It is evident from the above table that there were abnormal variations during
2006-07 and 2010-11. The variation between BEs and actual receipts ranged
between (-) 38.48 and 19.83 per cent.

After we pointed this out to the Department and the Government in September
2011, the Department stated during the exit conference that the variation
during 2006-07 was due to non-reconciliation of the figures. It was stated that
during 2006-07 actual collection under CST was I 1206.63 crore, whereas
under the Finance Accounts receipts of ¥ 689 crore have been depicted.
However, the Department did not spell out the action plan for reconciliation of
the same. Further, the variation during 2010-11 was reported to be due to
realisation of tax on huge sales of vehicles by Tata Motors, Lucknow and parts
of Fighter Planes by Hindustan Aeronauticals Limited, Lucknow which is not
a common phenomenon each year.

System deficiencies

2.9.8 Absence of database of exemption and concession of tax

We collected
information from the
16° offices of Joint
Commissioner
(Executive) and found
that no data was
3 readily available in
Eak".lg' / respect of exemption/
concession of  tax
granted. Consequently, the revenue foregone during the assessment years
2006-07 to 2010-11, due to grant of exemption and concession of tax, is not
quantifiable.

Under the provisions of the CST Act and rules
made thereunder, exemption and concession of tax
are allowed by the Department on fulfillment of
certain terms and conditions. A reliable database of
exemption/concession of tax allowed to dealers is
therefore a pre-requisite for informed decision

We recommend that a database of exemptions and concessions of tax
granted under the CST Act may be maintained at the apex level.

2.9.9 Printing, custody and issue of declaration forms

It is incumbent upon the Department to ensure proper custody, receipt and
issue of declaration forms so as to obviate the possibility of misuse leading to
leakage of revenue. The Form section under the charge of JC (Forms) is
responsible for printing of the various declaration forms by inviting the
tenders and after completion of the related formalities.

1

* JC (Exec.) Range A and B Allahabad, JC (Exec.) Range A, B and C Ghaziabad. JC (Exec.) Range A, B and C
Kanpur, JC (Exec.) Range A, B and C Lucknow, JC (Exec.) Range A and B Saharanpur and JC (Exec.) Range A,
B and C Varanasi
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We found that forms were printed from the private security press after the
approval of the Government and inviting tenders as the facility of printing
such forms with required security features like presence of ultra violet
security, invisible fibre, seven digit numbering, use of specified ink, anti
copying ink and change of colour according to temperature were not available
in the Government Press, Allahabad. However, there is no technically
qualified team in the Department to ascertain that the forms have been printed
with the required security features, the grounds on which the work of printing
was assigned to the private press. The printed forms were required to be stored
by the press at their own expenses at Noida and were to be issued to
designated authorites.

The JC (Forms) only supplied information regarding the number of forms F
and C printed with series number of the forms, from 2003-04 to 2007-08. The
JC (Forms) intimated that the declaration forms are distributed to various
zones by the two Nodal officers nominated for this purpose (one at Lucknow
and another at Noida). JC (Executive) Noida and JC (Executive) Lucknow are
responsible for distribution of declaration forms to the Western and Eastern
Zones respectively but there is no clear demarcation as to which districts fall
under the Eastern and Western Zone. Further, no formal order has been sent
to nodal officers for distribution of forms to the JC (Executives) of the
respective Zones.

We also found that the forms are distributed to the JC (Executive) without
ascertaining the consumption of declaration forms. There was no system of
physical verification of the forms at the point where the bulk of the forms are
stored after printing nor at the level of nodal officers.

We collected information from the office of Nodal officer of Lucknow and
found that records maintained in the office did not reveal the series number of
the forms, handed over to the concerned zones for onward distribution to the
dealers.

The Nodal officer Noida did not maintain any records regarding receipt and
distribution of the declaration forms. On being requested to supply the details
of forms F and C distributed to the zones, the information regarding form C
was got compiled from the printing press.

We noticed that series number of forms were not mentioned against the serial
number of forms distributed. As far as the information related to form F is
concerned, only total number of forms without Serial and Series number,
given to the concerned JC (Executive), were made available by the press. In
the absence of series number in respect of form C and serial and series
numbers in respect of F forms, the correctness of forms issued and utilised
could not be verified.

There is no system of storage and safe custody of all the printed forms. We
found that even after printing, forms are kept in the premises of the press and
on requisition from the nodal officer Lucknow, they are issued to the nodal
officer for further distribution amongst the unit officer of the Eastern Zone but
in case of nodal officer Noida, the requisition is directly sent to the press for
supply of the forms for further distribution to the units of the Western Zone.

Information regarding use of fake, theft and destroyed forms were not
available in the offices of the Nodal officers responsible for distribution of the
forms.
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This indicates weak monitoring and management of the process of distribution

of forms by the Department.

After we pointed this out to the Department and the Government in September
2011, the Department issued an office memorandum No. JC/2011-
12/1112076/131/CT dated 21 November 2011 covering all the points raised by

us.

2.9.10 Online cross verification

We collected
information from
the office of the
Commissioner of
Commercial Tax
and found that

| though an interface
| has been

developed between
the Departmental
server and the

| TINXSYS server,
| the  information
| regarding  issue
and utilisation of

declaration forms
is not  being

uploaded on the

TINXSYS

| website. Under the

provision of the
UP VAT Rules

'I read with  the

Commissioner’s
circular dated
21.12.2010, all

dealers have to compulsorily file e-returns irrespective of their turnover, but
despite this the Department is not uploading the dealers details on the website.
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Availability of TINXSYS data for the year 2011 for Uttar Pradesh, as on
14.11.2011 is displayed below:

e L T R T W =0~
€ 5 C O wmmimsyscom Truspltemetet/rapieniet 4"
| ot Meinges [ ] et S [ e Shce Gulley [ e From E

74

Wiekome to TINXSYS (Tax Information Exchange System)
Temusys Data deuiaislity for the year 2011 for Ulter Pradesh

1 Desler Man Record 0 Datanot gvenby state
2 Crom 0 Datanot givenby state.
3 Fom Utiization 0 Datanotgvenbystate.
1 Efom 0 Datanot gven by state.
5 E1 Form Utiization 0 Datanotgvenby sate.
§ E2fom 0 Dakanot gien by state.
7 E2Fom Utkzaton 0 Datanot given by state.
§ From 0  Datanot guen by state.
9 F Form tlization 0 Datanot given by state.
10 HFom 0 Datanot given by state.
11 H Form Utization 0 Datanot given by state.
12 Periodc Retums 0 Datanot given by state.
13 District Master 0 Datanat gven by state. ’
14 Office Master 0  Datanatgvenbystale.
15 Commodity Master 0 Datanctgvenby state.
T

After we pointed this out to the Department and the Government in September
2011, the Department replied during the exit conference that all work is being
done manually but by the end of this year it is expected that the data would be
uploaded on the website.

The Government may consider uploading the data pertaining to central
forms on the TINXSYS website to enable online cross verification.

2.9.11 Database of dubious/risky dealers

To prevent evasion of tax, it is desirable to prepare a database of dubious or
risky dealers based on their past history, listing cases of fraud, concealment/
uses of fake forms etc., to avail exemption or concession in the rate of tax in
inter-state trade and commerce. This database should be available online in
the Taxation Department’s website also for the information of all concerned,
which would not only serve the Department to have a fair idea of dealers
having dubious track records but would also alert other States about such
dealers.

We checked the website of the Commercial Tax Department and found that
even after computerisation of the Department, no such database of dubious/
risky dealers is available.

We recommend that a database of dubious/risky dealers may be prepared
and published in the official website of the Department.
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After we pointed this out to the Department and the Government in September
2011, the Department agreed with our suggestion during the exit conference
and stated that a list of fake firms found will be published on the website.

2.9.12 Non-utilisation of departmental website
We checked the official website of the Commercial Tax Department of Uttar
Pradesh (comtax.up.nic.in) and found that in the Search Dealers option, some
information like tax payer's identification number, dealer’s name, firm’s name,
dealer’s address, status of dealer (active/suspended), are available. In order to
ascertain the correctness of the information published on the official website
we searched the details of 150 active dealers on the website and found that 53
dealers of 18 districts® were not displayed as registered dealers under the CST
Act though they were registered under the CST Act and were carrying on their
business in inter-state trade and commerce during 2005-06 to 2007-08 by
issuing ‘C’ and ‘F’ statutory forms.

After we pointed this out to the Department and the Government in September
2011, the Department replied during the exit conference that due to non supply
of the information by the field offices this information was not correct. Now,
after rectification correct information would be uploaded on the website.

As the website of the Department is not updated and the active dealers of the
CST are being exhibited as “no CST dealer” the use of the website for various
purposes including cross verification is defeated.

We recommend that the correct information may be uploaded on the
website and the correctness of the information may be periodically
checked.

2.9.13 Non-allotment of registration number under CST Act

We observed that in the Search Dealers option Taxpayer identification number
(TIN) allotted is displayed but no field was located to enter the CST
registration number of the dealer because as per action points decided by the
Empowered Committee of State Finance Ministers”, states following separate
TIN for VAT and CST registration were to take steps to issue only one TIN
subsequently. But due to allotment of only one TIN for registration under the
State Act and Central Act, it is not possible to identify a dealer not registered
under the CST Act and in absence of any separate number for CST
registration, cross verification through the departmental website by the
stakeholders is not possible.

After we pointed this out to the Department and the Government in September
2011, the Department issued an order No. 725/1112079/CT dated 02
December 2011 regarding suffixing alphabets to the TIN numbers to
distinguish the dealers registered under UP VAT Act and CST Act.

4 Agra, Aligarh, Allahabad, Badaun, Bagpat, Ballia, Barabanki, Bareilly, Bhadohi, Bijnore, Bulandshahr, Chandauli, Deoria, Etah,
Faizabad, Firozabad, Gautam Budh Nagar and Ghaziabad.
* No I 4/4ECTFRNXSYS/2005 dated 20 September 2005,
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2.9.14 Deterrence in the system

We observed that
though the penal
provision provided
in the CST Act is

mandatory,
discretion has been
left to the AA to
choose whether to
prosecute or to
impose fine by way
of penalty. Further,
the penal provisions
of the UP VAT Act
are discretionary
even in cases where
the trade offences
are  serious  in
nature. Under the
penal provision of
the UP VAT Act
there is no provision
for prosecution.

We recommend that an element of deterrence may be introduced in the
State Act by way of strict and rigorous imposition of penalties on

persistent defaulters.
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yliance deficiencies

2.9.15 Irregular grant of exemption of tax due to utilisation of
fake forms/inflated claims

DC-14 Ghaziabad

2.9.15.1 We noticed
from the information
available in the
assessment file of a
dealer for the year
2006-07, that the
dealer transferred
edible oils amounting
to ¥ 12.73 crore to
two dealers of Madhya
Pradesh viz. M/s Jain
Company, Neemach
(one form F) and M/s
Jai Ambey Trading
Company, Pipaliya
Mandi (four form F).
The transactions being
covered by form F,
exemption of tax
amounting to I 1.27
crore was granted. In
order to ascertain the
genuineness of the
grant of exemption of
tax we sent the details
of the forms to the
- : Commercial Tax
Department of Madhya Pradesh. Verification reports received from the
Madhya Pradesh revealed that in all the five cases the forms were not issued
by the concerned circle of the Department of Commercial Tax, Madhya
Pradesh to the dealer. This proves that the forms used by the dealer were fake
and by using the fake forms the dealer availed exemption of tax amounting to
% 1.27 crore. Thus, the dealer was not entitled for exemption of tax and was
liable to pay tax of ¥ 1.27 crore besides maximum penalty of I 2.54 crore.

2.9.15.2 We found in three assessment offices of the Commercial Tax
Department that during 2007-08, three dealers transferred goods amounting to
T 3.75 crore against form F. The assessing authority, while finalising the
assessment, granted exemption of tax of ¥ 45.82 lakh. In order to ascertain
the genuineness of the grant of exemption of tax, we verified the details from
the respective offices of the consignee dealer and found that the consignee
dealers had received goods amounting to ¥ 2.61 crore only. Thus, the dealers
with an aim tc evade tax had inflated their consignment by ¥ 1.14 crore. Thus
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the dealers were liable to pay tax of ¥ 18.86 lakh besides maximum penalty of
% 37.72 lakh as detailed in the following table:

2.9.16 Short levy of tax due to utilisation of fake forms/inflated/
deflated declaration of central sales

DC-14 Ghaziabad

2.9.16.1 We noticed
that a dealer sold
during the year 2007-
| 08 edible oils
| amounting to
T 34.88 crore against
| two forms C to M/s
| Jai Ambey Trading
Company, Pipaliya, a
dealer of
| Madhya Pradesh.
Verification  report
received from
Madhya Pradesh
revealed that in both
the cases, forms were
not issued by the
| concerned circle
| office of Madhya
Pradesh to the dealer.
This proves that the

pia ¥ EREE : forms used by the
dealers were fake and by using fake forms the purchasing dealer availed
concession of tax amounting to ¥ 70 lakh. Thus the dealer was not entitled for
concession of tax and was liable to pay tax of ¥ 70 lakh besides maximum
penalty of ¥ 1.40 crore.

2.9.16.2 We found in seven assessment offices of the Commercial Tax
Department that during 2007-08, seven dealers declared sale of goods
amounting to ¥ 5.40 crore against form C. The assessing authority, while
finalising (between January 2010 and October 2010) the assessments, levied
concessional rate of tax at the rate of three per cent. In order to ascertain the
genuineness of the grant of concessional rate of tax, we verified the details of
form C from the respective offices of the purchasing dealers. The results of
verification revealed that the purchasing dealers had accounted for goods of
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% 97.62 lakh only in their accounts. Thus, the dealers with an aim to evade
the tax had inflated their turnover of central sales by ¥ 4.42 crore. As the tax
has already been levied on inflated turnover at concessional rate of three per
cent, balance tax of ¥ 15.83 lakh is also leviable on the inflated turnover.
Besides, maximum penalty of ¥ 31.66 lakh is also leviable for wrong

declaration. The details are given in the following table:
(¥ in lakh)

- 2 " " . ; "
Name of | Number Year/ Name of Value of Difference | Rate | Tax | Amount
Unit of Assessment goods per | goods as per | in Value | of Tax | effect | of Penalty

dealer date of el i consumption | of Goods imposable

| 5 ¥ E
assessment forms Statement of

1 De-3 1 2007-08 Yeast 12,22 8.33 3.89 10 027 0.54
Hardoi 01.10.2010
2 | DC-9 Noida 1 2007-08 | Elec. Goods 132.41 4497 87.44 10 612 12.24
07.01.2010
3 DC-14 1 2007-08 Edible il 188.93 13.82 175:11 4 1.75 3.50
Ghaziabad 09.03.2010
4 | DC-21 1 2007-08 Finished 1743 15.30 2:13 4 0.02 0.04
Kanpur 06.01.2010 | Leather
5 | DC-15 Agra 1 2007-08 Medicine 2.65 0.15 2.50 8 0.13 0.26
19.01.2010
6 | ICC) 1 2007-08 Printed 146.48 0.62 145.86 8 7.29 14,58
Kanpur 25.05.2010 | Polypack A
7 | DC-5 JThansi 1 2007-08 Iron Scrap 3942 14.49 2493 4 0.25 0.50
26.02.2010
Total i | 539.54 97.68 441.86 15.83 31.66

2.9.16.3 We found in three assessment offices of the Commercial Tax
Department that during, 2006-07 and 2007-08, three dealers declared sale of
goods amounting to I 3.24 crore against formi C. The assessing authority
while finalising (between November 2008 and March 2010) the assessment
levied concessional rate of tax at the rate of four and three per cent for the
years 2006-07 and 2007-08 respectively. In order to ascertain the genuineness
of the grant of concessional rate of tax, we cross-checked the details of form C
from the respective offices of the purchasing dealer. The verification revealed
that the purchasing dealers had accounted for goods of ¥ 4.18 crore in their
books of accounts. Thus, the dealers with an aim to evade tax had deflated
their turnover of central sales amounting to ¥ 94 lakh. On the basis of the
verification report, tax amounting to I 9.21 lakh is leviable on the deflated
turnover. Maximum penalty amounting to ¥ 18.42 lakh is also leviable for
wrong declaration. The details are given in the following table:

(¥ in lakh)
SL Name of Number Year Nameof | Valueof Value of Difference | Rate . Tax Amount
N Linit of goods | goods as goods as per | in value of | effect | of Penalty
dealer | per consumption | of Goods Tax imposable
declaration | Statement of l
forms Purchasing
| dealer
| | DC-13 Agra 1 2007-08 | Serap 103.51 106,61 3.10 4| o012 0.24
08.03.2010
2| DCAT 1 2007-08 Alluminium 84.01 127.52 43.51 10 435 R.70
Ghazigbad 11.02.2010 | Foil
DC-20 1 2006-07 HDPE Bag 136.40 183.79 4739 10 4.74 9.48
Veranasi 06.11.2008
| Total 3 32392 417.92 94.00 9:21 18.42
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The Government may consider introducing a system of cross verification
of declaration forms with other States at periodic intervals, specially in
respect of those cases which are not found in TINXSYS.

2.9.17 Irregular allowance of concession/exemption of tax

We found in four assessment offices that during 2006-07 to 2007-08 four
dealers of UP sold/stock transferred goods against form C and form F at
concessional rate of tax or without levy of tax. During the course of cross
verification with the Commercial Tax Department (CTDs) of purchasing/
receiving State (Delhi, Himachal Pradesh and Uttrakhand), we found that
these forms were issued by the CTDs of those states to other dealers and not to
the dealers of UP who had claimed and were allowed concessional rates of tax
or exemption from tax. As the forms available in the assessment files of the
dealers of UP were not genuine, concession/exemption of tax of ¥ 11.17 lakh
granted on that turnover to the dealers of UP was irregular. Details are given
in the following table:

sk Name of Number Y car Name Value Goods Concession/ Name of the
No. Umit of Date of of of covered | exemption ol States of
dealers assessment poods voods by tax granted purchasing/
Form receiving «

2.9.18 Irregular purchase of goods

While  checking  the
records of the office of the
Deputy Commissioner
Commercial Tax, Sector-
16 Lucknow, (December
2010), we observed that a
dealer was granted Central
Registration  Certificate
(CRC) for purchasing
goods for use in
transmission of electrical
energy which was 1
contravention of  the
provisions of the Act. On
the basis of the CRC
during the years 2004-05
to 2007-08 (upto
December 2007) the
dealer purchased transmission lines fault analyser system, tower parts and
conductors valued at ¥ 211.35 crore at concessional rates of tax. Though these
items were not mentioned in the Central Registration Certificate, the AA did
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not examine this fact while finalising the assessment in January 2010. This
omission resulted in irregular exemption of tax amounting to ¥ 16.93 crore.

2.9.19 Irregular exemption of tax on stock transfer

On test check of
records of DC-5 CT
Ghaziabad in August
| 2006, we observed
that during the year
2003-04, a dealer
had transferred stock
of medicine worth
¥ 1.51 crore to his
Mumbai depot
against the
declaration in Form-
| ~/ F. The dealer was

S — ==  not entitled for
exemption for the transaction made during the year 2003-04 as his registration
certificate under the CST Act was obtained on 2 June 2004. The AA did not
examine this fact while finalising the assessment in March 2006 and allowed
the exemption. This resulted in irregular exemption of tax amounting to
T 15.15 lakh.

After we pointed out the matter to the Department and the Government in
September 2006 the Department stated in July 2008 that tax of ¥ 15.15 lakh
has been levied (March 2008). We await further report on realisation (October
2011).

2.9.20 Non-levy of CST

Deputy Commissioner Sector-20, CT, Kanpur

We observed (October
2010) that during the
1| year 2006-07, a dealer
S | made inter-state sale of
€ | import license worth
| X431 crore which was
J not covered by
declaration in form
‘C’. Therefore the dealer was liable to pay tax of ¥ 43.10 lakh. The AA, while
finalising the assessment in March 2009, did not levy the tax. This resulted in
non-levy of CST to that extent.
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2.9.21 Irregular adjustment of tax against exemption limit

Two Commercial Tax Offices (DC Sec-19 CT Ghaziabad and DC
Sec 15 CT Kanpur)

We observed that three
. dealers, holding eligibility
| certificates (ECs) under
Section 4A of UPTT Act
| made inter-state sales of
self manufactured goods
between the years 2003-04
and 2005-06 valued at
T 41.48 crore. Though the
| AAs, while finalising the
assessments between March
2006 and March 2008,
worked out the tax liability, they incorrectly allowed adjustment of tax
calculated at ¥ 4.11 crore against the exemption limit of the dealer instead of
raising the demand and realising the tax. This resulted in incorrect adjustment
of tax of ¥ 4.11 crore.

Non-imposition of penalties for unauthorised purchase of
goods

10 Commercial Tax Offices®

We observed that
during the years
2005-06 to 2007-08
(upto December
2007), 10 dealers
purchased goods
valued at ¥ 2.19 crore
at concessional rate of
tax against
declaration in Form
‘C” which were not
| covered by their
certificates of
registration. The AAs
while finalising the
assessments between
January 2009 and March 2010 did not impose maximum penalty of ¥ 30.42
lakh.

After we pointed out these cases to the Department and the Government
between October 2009 and March 2011, the Department stated in September
2010 that in one case penalty of ¥ 1.86 lakh has been imposed.

6 DC (A)-1, CT, Bulandshahar, DC (A)-12, CT, Ghaziabad, AC (A)-2, CT, Gonda, DC (A)-7, CT, Gorakhpur, AC (A)-16, CT,

Kanpur DC (A)-5, CT, Lucknow, AC (A)-1, CT, Mainpuri, DC (A)-11, CT, Meerut, DC Sect.2 Raibareilly, DC (A)4, CT,
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The performance audit revealed that though the orders of the CCT, Uttar
Pradesh of October 2004 to the SIB for cross verification of transactions of
stock transfer of ¥ 5 lakh and above for allowing exemption and introduction
of the TINXSYS website would have enabled the prevention of irregular
allowance of concession/exemption causing loss to the State exchequer, the
Department has not installed any mechanism to monitor compliance of such
vital orders by the assessing authorities. There was no system of cross
verification of declaration forms with information available in the TINXSYS
website while allowing concession/exemption. Besides, we noticed instances
where the assessing authorities allowed concession/exemption without
declaration forms/defective forms/forms without any information or with
incomplete information. We carried out cross verification of the declaration
forms with other states and found instances of variation between the figures of
the forms of selling and purchasing dealers, fraudulent use of forms issued to
other dealers, usage of fake/obsolete forms and concealment of purchase
turnover. Due to these weaknesses and absence of monitoring, there is no
assurance that the concessions/exemptions allowed were correct and
appropriate.

2.9.24 Summary of recommendations

The Government may consider implementing the following recommendations
to rectify the deficiencies:

e C(reating a database of exemption/concession of tax granted in inter-state
trade and commerce.

e Evolving a proper mechanism for the safe custody of declaration forms at
the central level as well as at the level of nodal officers.

e Uploading data pertaining to Central forms on the TINXSYS website to
enable online cross verification.

e Preparing and publishing a database of dubious/risky dealers in the official
website of the CT Department.

e Introducing an element of deterrence in the State Act by way of strict and
rigorous imposition of penalties on persistent defaulters.
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2.10 Other audit observations

Our scrutiny of the assessment records of the Commercial Tax Department
revealed several cases of non-observance of the provisions of the Acts/Rules,
non/short levy of tax/penalty/interest, irregular exemption, incorrect
application of rate of tax, etc. as mentioned in the succeeding paragraphs in
this chapter. These cases are illustrative and are based on our test check. Such
omissions on the part of Assessing Authorities (AAs) have been pointed out by
us each year, but not only do the irregularities persist; these remain
undetected till an audit is conducted. We feel that there is need for the
Government to improve the internal control system including strengthening of
internal audit.

2.11 Non/Short levy of tax due to application of incorrect rate of

tax and misclassification of goods

The Assessing Authorities (AAs) while finalising the assessments, did not
apply the correct rate of tax given in the schedule of rates and in some of the
cases lower rate of tax was applied due to misclassification of goods which
resulted in non/short levy of tax of ¥ 7.84 crore as mentioned in the following
paragraphs:

28 Commercial Tax Offices’

2.11.1 We observed
that in the cases of 33
dealers for the period
2005-06 to 2007-08
(upto 31.12.2007), the
AAs while finalising
the assessments
between March 2008
and March 2010,
applied incorrect rate of tax on sale of goods worth ¥ 25.76 crore. This
resulted in short levy of tax of ¥ 82.56 lakh as shown in Appendix-I.

After we pointed out these cases to the Department and Government between
October 2008 and March 2011, the Department stated in December 2010 that
the tax of T 2.65 lakh has been levied in one case at SI. No. 4- 1(a); however
we have not received the report on recovery. We have not received their reply
in other cases (December 2011).

18 Commercial Tax Offices®
2.11.2 We observed between November 2008 and February 2011 that in the
cases of 20 dealers, the AAs while finalising the assessments between March

2008 and March 2010 for the years 2005-06 to 2007-08 (upto 31 December
2007), applied incorrect rate of tax on sale of goods valued at ¥ 22.44 crore

" DC-8, Bareilly, CTO-11 Barabanki, AC-4 Firozabad, DC-3, Ghaziabad,DC-5,Ghaziabad, DC-10,Ghaziabad, DC-14, Ghaziabad,  DC-1,Ghazipur, AC-2,
Hasanpur, JC(C)-2 Kanpur, DC-17 Kanpur, DC-15, Kanpur, DC-27, Kanpur, AC-27, Kanpur, DC-12, Lucknow,DC-8, Lucknow, DC-10, Lucknow, DC-
14 Lucknow, AC-22, Lucknow, AC-16, Lucknow, AC-2, Lalitpur, DC, Sardhana Mandal Meerut, DC-14, Noida, AC-10, Noida, AC-11, Noida,
AC-6_Saharanpur, AC-5, Sonebhadra and DC-6, Varanasi.

¥ DC-3, Agra, AC-7, Agra, DC-4, Aligarh, DC-2, Faizabad, DC-10, Ghaziabad, AC-2, Gorakhpur, DC-8, Jhansi, DC-8, Kanpur,
DC-15, Kanpur, DC-18, Kanpur, DC-20, Kanpur, AC-21, Kanpur, JC(C)-2 Kanpur, DC-12, Lucknow, AC-4, Moradabad, DC-3,
Muzaffaragar, DC-2, Noida and DC-13, Varanasi.
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due to misclassification of goods. This resulted in short levy of tax of ¥ 1.45
crore. The details are shown in Appendix-II.

We reported the matter to the Department and the Government between
December 2008 and November 2010. We have not received their reply
(December 2011).

2.11.3  On test check of records of DC-3, CT Pilibhit in March 2010, we
observed that during
2005-06 UPFC had
auctioned timber
worth ¥ 1.48 crore
to a dealer from
another State against
Form *C’ and handed
over the same on the
spot. The AA while
finalising the assessment in March 2009 levied the Central rate of tax instead
of State Trade Tax. This resulted in short levy of tax of ¥ 17.74 lakh.

We reported the matter to the Department and the Government in May 2010.
We have not received their reply (December 2011).

2.11.4 To examine the implementation of the CCT’s instruction of March
2008, we examined published tender notices which revealed that while some
Government departments
charged Commercial Tax
(CT)/VAT on the cost of
tender forms,
other Companies/Nigams/
Authorities did not charge the
same. To further ascertain the
facts, we collected sale data of
tender forms/brochures from
some units registered with the
CT Department (CTD). We
noticed that 14 units’/dealers
had sold the above documents
for ¥ 103.65 crore during the
period 2003-04 to 2009-10
(sale data for some years was
not provided by these 14
units) and therefore were liable to pay CT/VAT of X 6.43 crore as detailed in
Appendix-III.

In order to ensure levy of tax by the CTD we cross checked the records of the
concerned Commercial Tax Offices who assessed the tax of these 14
units/dealers in the respective years and found that assessment orders (AQOs)
for ¥ 49.41 crore of this turnover have so for been passed and that:

* Development Authorities: Agra, Kanpur, Lucknow, Ghaziabad; Greater Noida Industrial Development Corporation
Noida, NOIDA; Nagar Nigam: Agra, Allahabad, Kanpur, Lucknow, Varanasi; North East Railway, Gorakhpur;
Uttar Pradesh Avas Evam Vikas Parishad Lucknow, Uttar Pradesh State Industrial Development Corporation,
Kanpur.

31



Audit Report (Revenue Receipts) for the vear ended 31 March 2011

e Four AAs'’ had passed AOs upto 2007-08 for five Development
Authorities/Nigam/Corporation and levied tax of ¥ 72.61 lakh in nine
cases on turnover of ¥ 7.56 crore against the actual turnover of
T 12.62 crore. On this uncovered turnover, tax of ¥ 1.23 crore was
leviable. Hence, there was short levy of tax of ¥ 50.60 lakh.

e In the remaining cases the AAs did not examine this aspect by
demanding copy of the Balance sheet and have not levied any tax on
the turnover of ¥ 36.79 crore for the sale of tender forms/brochures by
Development Authorities/Nigam/Corporation. This resulted in non-
levy of tax of ¥ 3.68 crore. In case details of all the years for these
organisations are examined, the amount would be higher.

Since the assessments for 2007-08 (after January 2008) onwards are yet to be
done, we recommend that:

e The CTD should examine in depth the sale figures of these entities
which was more than ¥ 54.24 crore'' from these dealers while
passing the assessment orders for the assessment years 2008-09 and
2009-10 to avoid further loss of X 2.24 crore.

e The Department should consider reopening the assessments of these
dealers wherever possible;

e The Department should examine the situation in all Development
Authorities/Nigams/Universities and other such Government/Semi
Government/Corporations/Undertakings and private builders where
such sale of brochures/tender forms takes place and ensure that
revenue is correctly realised.

The matter was reported to the Department and the Government in April 2011.
We have not received their reply (December 2011).

2.11.5 District Excise Offices (DEOs) sell tender forms for application

for  allotment  of
12

liquor © shops every
year. In order to
check if the
Department has
realised Trade Tax/
VAT on these sales,
we cross checked the
records of 16 DEOs"
between August 2010
and March 2011. We
noticed that 94,690 tender forms were sold and processing fees of ¥ 27.74
crore collected during the years 2007-08 to 2010-11. Trade Tax/VAT
amounting to ¥ 1.21 crore was leviable on this sale but it was not levied or
collected by the DEOs as shown below:

1" AC-16 Agra- Agra Development Authority Agra;
DC-2 Gautambuddh Nagar -Greater Noida industrial Development Corporation Noida;
DC-17 Kanpur, Uttar Pradesh State Industrial Development Corporation, Kanpur;
AC-2 Lucknow - Nagar Ayukta Nagar Nigam, Lucknow and Lucknow Development Authority, Lucknow.
""" Total sale of brochures etc. T 103.65 crore (-) sale for which AOs already passed ¥ 49.41 crore = T 54.24 crore
2 Indian Made Foreign Liguor (IMFL), Beer and Country liquor (CL).
"' DEOs- Azamgarh, Bareilly, Etawah, Farrukhabad, Gorakhpur, K 1j, Lakhimpur Khiri, Mathura, Mirzapur, Moradabad,
Muzaffarnagar, Rampur, Sitapur, Sonebhadra, Varanasi and Unnao.
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Number of

forms

Amount

(T in lakh)

Rate Leviable Trade

(in per cent) Fax/VAT

1. 2007-08 2,267 56.83 10 5.68
2, 2008-09 13,620 342.41 4 13.70
3. 2009-10 57,487 1732.75 4 69.31
4. 2010-11 21,316 642.01 5 32.10

Total 94,690 2774.00 120.79

The Commercial Tax Department made no effort to examine this issue despite
the fact that allotment of shops and sale of tender forms thereof is a regular,
well advertised feature of the State Excise Department. Consequently, there
was loss of revenue of X 1.21 crore in 16 districts alone.

The matter was reported to the Department/Government in April 2011. We
have not received their replies (December 2011).

2.12

Non-imposition of penalty and non-charging of interest

The AAs while finalising the assessments, did not notice the offences
committed by the dealers i.e. irregular transactions, transactions not reflected
in the accounts, transactions against the provisions of the Act and Rules etc.
Though there are clear cut provisions for imposition of penalties and charging
of interest in the Act, no action was initiated in this regard, resulting in non-
imposition of penalty and non-charging of interest amounting to ¥ 8.63 crore
as mentioned in the following paragraphs:

Six Commercial Tax Offices

2.12.1 From the assessment orders of the dealers and on the basis of Special
Investigation Branch (SIB)
reports we observed
between March 2008 and
March 2010 that seven
dealers had concealed sales

Under section 15 A (1) (C) of the UPTT Act,

if the AAs is satisfied that a dealer has
concealed his turnover or has deliberately
furnished incorrect particulars of his turnover,
he may direct such dealer to pay by way of | turnover of ¥ 88.60 crore
penalty, in addition to tax, a sum not less than | during the years 2003-04
50 per cent but not exceeding 200 per cent of | and 2007-08 (upto
the amount of tax. / December 2007). The AAs
- while finalising  their
assessments between December 2005 and March 2010 levied tax of ¥ 5.17
crore on this concealed turnover but did not impose even the minimum penalty
of X 2.58 crore. The details are shown in Appendix-IV.

After we pointed this out to the Department and the Government between
April 2008 and July 2010, the Department stated (July 2010 and March 2011)
that the maximum penalty has been imposed in case of Sl. No.l in February
2010 and minimum penalty has been imposed in case of SI. No. 3 and 6 in
February and May 2010 respectively. However the Department has not
furnished details of recovery. We have not received reply in the remaining
cases (December 2011).
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Three Commercial Tax Offices

2.12.2 We observed
between November
2010 and February

imported goods
valued at T 6.70
crore from outside
the State without
declaration in Form
XXXI. The AAs,
while finalising the
assessments in March
2009 and January
2010 for the years
2006-07 and 2007-08
(upto December
2007), did not impose
penalty of I 2.68
crore. The details are
shown in the
following table:

@ in lakh)

Name of Maximum

commodity penalty leviable

We reported the matter to the Department and the Government between

February 2011 and March 2011. We have not received their reply (December

2011).

2011 that five dealers -
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14 Commercial Tax Offices'?

2.12.3 We observed
1 . from the assessment

| orders between
February 2010 and

February 2011 that
| 15 dealers, while
making payment to
the contractors,
deducted tax  of
T 1.52 crore at
source, during the
years 2005-06 and
2007-08  (upto 31
December 2007) but
did not deposit the
same into the
Government treasury within the prescribed time. The delay ranged between
seven to 302 days. The AAs while examining the details of deductions did not
impose the maximum penalty of ¥ 3.04 crore on the delayed deposit.

We reported the matter to the Department and the Government between
August 2010 and March 2011. We have not received their reply (December
2011).

Two Commercial Tax Offices'

2.12.4 We observed between June 2008 and June 2009 that two dealers had
issued or furnished false
declarations by reasons
of which tax on sale or
purchase ceased to be
levied which worked out
to ¥ 18.26 lakh between
the years 2002-03 and
2006-07. Though the
AAs while finalising the
assessments of these dealers for the years 2002-03 and 2006-07 in July 2007
and March 2008 respectively levied tax of ¥ 18.26 lakh, they did not levy
minimum penalty of ¥ 9.13 lakh.

After we pointed out these cases to the Department and the Government
between August 2008 and August 2009, the Department stated in May 2010
that in both the cases penalty of ¥ 9.13 lakh has been imposed. However, we
have not received report on recovery (December 2011).

"' DC Sec-11,CT, Agra, AC Sec. 1, CT, Badaun, AC Sec. 2, CT, Karvi, Chitrakoot, DC Sec. 14, CT, Kanpur, DC Sec. 15, CT,
Kanpur, AC Sec.12, CT, Lucknow, DC Sec. 13, CT, Lucknow, DC Sec. 2, CT, Meerut, CTO Sec. 2, CT, Mainpuri, AC Scc. 12,
CT, Saharanpur, AC Sec. 2, CT, Saharanpur, DC Sec. 18, CT, Varanasi, AC Sec. 19, CT, Varanasi and DC Sec. |, CT Rampur.
¥ AC Sec 17 CT Ghaziabad and DC Sec 27 CT Kanpur.
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Nine Commercial Tax Offices'®

2.12.5 We observed between June 2010 and January 2011 that 11 dealers,
who were assessed
between March 2009
and March 2010 for
| the assessment years
2002-03 to 2007-08
(upto December
2007), had deposited
the admitted tax of
% 53.34 lakh late.
The AAs did not
- issue  notice  for
payment of interest on the belated payment in any of these cases though the
delay ranged between 873 and 2422 days. The belated payment of admitted
tax attracted interest of ¥ 23.32 lakh which was not levied by the AAs.

We reported the matter to the Department and the Government between
August 2010 and March 2011. We have not received their reply (December
2011).

2.13 Irregular exemption

Two Commercial Tax Offices'’

213.1 We observed
between February 2009 and
June 2010 that two dealers
sold self manufactured rice
from paddy and aluminium
caps valued at ¥ 2.56 crore
for the years 2000-01 and
2007-08 (upto December
2007). The AAs incorrectly
allowed between October
2002 and March 2010
exemption of tax on the
strength  of  certificate
issued by the UP KVIB,
Hardoi and Muzaffarnagar
though these goods were
not eligible for exemption under the aforesaid notifications. This resulted in
non-realisation of revenue of ¥ 8.24 lakh.

We reported the matter to the Department and the Government between June
2009 and September 2010. We have not received their reply (December 2011).

' DC-1, CT Agra, DC -15 CT Agra, AC-12 CT Allahabad, DC-8 CT Aligarh, DC -5 CT Ghaziabad, JC (Corporate
Circle)-2 Kanpur, DC-13 CT Lucknow, DC-1 CT Rampur and DC-2 CT Unnao.
" DC-2 CT Hardoi and DC-1 CT Muzzafar Nagar.
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14 Commercial Tax Offices'

2.13.2 We observed between
July 2008 and October 2010
that 14 dealers sold/purchased
goods valued at T 9.65 crore
at concessional rates between
2003-04 and 2007-08 against
form"” 111-B, 111-D and form
III-C-1/C-II. The declaration
forms used by the dealers for
the transaction were time
barred. However the AAs,
while finalising the
assessments levied tax at concessional rates. This resulted in irregular
allowance of concession of ¥ 63.16 lakh.

We reported the matter to the Government and the Department between
November 2008 and November 2010. We have not received their reply
(December 2011).

Eight Commercial tax offices

2.13.3 We observed from
the records of eight AAs
that while finalising the
asscssments for the years
2005-06 to 2007-08 (up to
December 2007) between
March 2009 and July 2011,
the AAs allowed exemption
from tax to eight dealers on
sale of goods worth
% 75.86 crore against Form E-1/C. We found that in these cases the purchase
orders were placed by the ultimate purchaser with the intermediary purchaser
before the purchase of goods by him. Thus there was no transit sale but the
goods were transferred against pre-existing orders. Though the date of
purchase order and date of actual sale was clearly mentioned in the Form ‘C’
submitted by the dealers, the AAs did not disallow these sales.

The exemption of tax of ¥ 7.59 crore as shown below, on sale of goods worth
% 75.86 crore, allowed to the dealers by the AAs was irregular.

" DC(A)-CT Basti, DC(A)-4 CT Ghaziabad, DC(A)-2 CT Gorakhpur, DC(A)-4 CT Jhansi, DC(A)-7 CT Kanpur,
DC(A)-4 CT Muzaffarnagar, DC(A)-CT Nazibabad, AC Sec-3 Sultanpur, DC(A)-2 CT Allahabad, DC(A)-3 CT
Allahabad, DC(A)-2 4 3 Gautam Budh Nagar, DC(A)-1 cT Etah,
AC Sec-2, CT Etawah and DC(A)-12 CT Varanasi.

These forms are used for benefit of exemption/reduction of UPTT.
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Name of unit Name of the dealer Date of A.O

Vs Assessment

Y e

We reported the matter to the Department and the Government between
February 2011 and November 2011. We have not received their reply
(December 2011).

2.13.4 On test check
of records of DC-12,
CT Agra in October
2009, we observed
that during 2005-06
a dealer exported
transformers valued at
% 12.56 crore out of
India and submitted
one form 'H' for the
entire transactions
made during the year
2005-06. Out of
these, transactions of
% 9.58 crore pertained
: to more than one
quarter. Hence the grant of exemption of tax of ¥ 95.75 lakh was irregular.

We reported the matter to the Department and the Government between May
2010 and November 2011. We have not received their reply (December 2011).
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2.14 Non-levy of entry tax

Three Commercial Tax Offices

We observed between
Under section 4 of the UP Tax on Entry of Goods | September 2010 and
Act, 2001, entry tax on value of goods is leviable as December 2010 that
per schedule of rates notified by the Government during 2007-08 (upto
from time to time. J December 2007) three
. dealers purchased

goods valued at ¥ 8.45 crore. The AAs, while finalising the assessment
between December 2009 and February 2010, did not levy entry tax of ¥ 17.16
lakh as mentioned in the following table:

(T inlakh)
SI. | Name of unit | No. of Assessment Name of goods Value | Rateof entry tax | Amount of
No. dealers Year of entry tax
(Month and Goods —— : —— not levied
vear of Leviable | Levied
assessment)
1. |DC Sec. 11, 1 2007-08 Machinery 759.60 2 - 15.19
CT, Noida (February 2010) | (value ¥ 10 lakh)
2. | DCCT. I 2007-08 Wax 12.81 - - 0.51
Koshikala, (February 2010)
Mathura
3. | DG, Sec:l, 1 2007-08 Cement 72.97 2 - 1.46
CT, Najibabad {December 2009)
Total 3 845.38 17.16

We reported the matter to the Department and the Government between
November 2010 and February 2011. We have not received their reply
(December 2011).

2.15 Non-levy of State Development Tax

16 Commercial Tax Offices*’

We observed between
Under section 3-H of the UPTT Act read August 2008 and January

with the Cornmisgioner’s circular dated 3 | 5011 that in 17 cases of
May 2005 as applicable from 1 May 2005, | j..lers whioss annial
State Development Tax (SDT) at the rate of aggregate turnover exceeded
one per cent of the taxable turnover shall be | 3 50" 1.kh the AAs. while
levied on a dealer whose annual aggregate finalising the assessments for
turnover exceeds T 50 lakh. The SDT shall the years 2005-06 and
be realised in addition to the tax payable | 5,7 (g (upto  December

under any other provision of this Act. / 2007), between July 2007
- and March 2010, did not
levy SDT on taxable turnover of ¥ 18.90 crore. This omission resulted in non
levy of SDT of ¥ 18.90 lakh.

We pointed out these cases to the Department and Government between
November 2008 and March 2010. The Department stated between June 2010
and May 2011 that the SDT of ¥ 6.53 lakh in two cases has been recovered

* AC-1, CT, Banda, DC-4, CT, Bareilly, DC-3, CT, Bareilly, AC-4, CT, Ghaziabad, DC-12, CT, Ghaziabad, DC-16,
CT, Kanpur, DC-27, CT, Kanpur, JC{Corporate)-1, CT, Kanpur, DC-13, CT, Lucknow, DC-22, CT, Lucknow,
DC-2, CT, Mathura, DC-2, CT, Mainpuri, AC-3, CT, Noida, DC-2, CT, Noida, DC-3, CT, Pilibhit and DC-21.
CT, Varanasi.
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and SDT of ¥ 1.88 lakh has been levied in two cases. The report on recovery
- and replies in the remaining cases from the Department/Government have not
been received (December 2011).

2.16 Short realisation of security

Five Assistant Commissioners (Mobile Squad)®'

We observed that during
2009-10, goods worth
T 94.89 lakh of 14 dealers
were seized by the mobile
squad as they were being
transported without valid
forms. In absence of such
valid forms forty per cent
of the value of the goods
i.e. T 3796 lakh in the
shape of security was
liable to be realised, but the AAs realised only ¥ 10.42 lakh as security from
the dealers, in contravention of the above provisions. This resulted in short
realisation of security money of ¥ 27.54 lakh in lieu of tax.

We reported the matter to the Department and the Government between
September 2010 and March 2011. We have not received their reply
(December 2011).

7 Loss of revenue due to non-remittance of excess realised tax

To  check if  the
Department ensured the
correct implementation of
these exemption orders,
we examined details of
payments made to
contractors by the
distribution companies
(DISCOMS) **  of Uttar
Pradesh Power
Corporation Limited
(UPPCL) which were
responsible for carrying
out works under RGGVY/
APDRP schemes, as well
as the concerned AOs. We
noticed that the
contractors quoted their

2 AC-(MS), CT, Firozabad, AC-(MS), CT, Kanpur Dehat, AC-(MS)-2, CT, Mathura, AC-(MS), CT, Shahjahanpur
and AC-(MS)-2, CT, Varanasi.

# Dakshinanchal Vidyut Vitran Nigam Ltd. (DVVNL), Kanpur Electricity Supply Company (KESCO),
Madhyanchal Vidyut Vitramm  Nigam Ltd. (MVVNL), Pashchimanchal Vidyut  Vitran Nigam Ltd.
(PVVNL) and Purvanchal Vidyut Vitrarn Nigam Ltd. (PuVVNL)
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rates for goods inclusive of excise duty, trade tax and CST. The prevailing rate
of trade tax on electrical goods was 10 per cent but on issue of Form-III ‘D’ it
was four per cent. We examined the assessments executed by 31 divisions of
UPPCL with contractors between the period 2005-06 and 2006-07. In all these
agreements the supply price rates were inclusive of all taxes and duties and
payments were received by the contractors on these rates. The AAs finalised
the assessment orders for the assessment years 2005-06 and 2006-07 (upto 12
July 2006) by imposing trade tax at the rate of 10 per cent in case of non-
submission of Form-III ‘D’ and four per cent against Form-III ‘D’. We
noticed that the contractors continued to receive payments on the same supply
price rates, during the assessment years 2006-07 (13 July 2006 to 31 March
2007) and 2007-08 (upto December 2007). Some of the item rates comparison
prior to 13 July 2006 and post 13 July 2006 are shown in the following table
for illustration:-

(In %)
Name of the Agreement No. Item code & name Rate Rate
contractor of goods charged charged

prior to 13 post 13
July 2006 July 2006

17 M/s  Reliance | C-264/MVVNL/ 2000869874 49812 49812
‘Energy Ltd. RGGVY/126 Hardoi | 16 KVA
dt. 01/08/2005 Transformer

2. -do- -do- 2000880908 2510 2510
PLC Pols 8.5 Mt.

3. -do- ~do- 2000869927 40039 40039
LTAB Cable per Km. per Km.

4, -do- -do- 2000869849 96822 96822
ACSR Weasel Ckt. Km. Ckt. Km.
Conductor

While finalising the assessments between March 2009 and March 2011, the
AAs in 18 Commercial Tax Offices™ failed to detect the total trade tax
amount of ¥ 27.68 crore shown in Appendix-V and allowed exemption under
above notification of 13 July 2006, without examining the agreements
governing these sales. When we pointed out a similar issue regarding the
payment of Central Sales Tax (CST) at a higher rate of four per cent rather
that the reduced rate of three per cent w.e.f. 01 April 2007, the DISCOMs
deducted the excess paid amount. This further corroborates our contention that
the payment rates were inclusive of trade tax/CST.

As a result of this failure the Department suffered a loss of revenue of ¥ 27.68
crore in only the 31 divisions we checked. The loss could be higher if records
of other divisions of distribution companies are checked.

We recommend that whenever the Department grants such exemptions, its
correct implementation should be checked to avoid such losses.

The matter has been reported in March 2011 to the Department and the
Government. We have not received any reply (December 2011).

3

DC Sec.15, CT Lucknow, DC Sec.9, CT Moradabad, DC Sec.3, CT, Sultanpur, DC Sec.2, CT, Muzaftaragar,
JC (CC) Lucknow, DC Sec.1, CT Lucknow, DC Sec.3, CT, Gautam Buddh Nagar, DC Sec.20, CT Lucknow,
DC Sec.13, CT, Agra, DC Sec.12, CT Lucknow, DC Sec.11, CT Meerut, DC Sec.1, CT Sultanpur, DC Sec.14,
CT Lucknow, DC Sec.2, CT Kanpur, DC Sec.25, CT Kanpur, JC(CC) CT Faizabad, DC Sec.9, CT Ghaziabad
and DC Sec.9, CT Noida.
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2.18 Non-deduction of works contract tax

The Distribution
Companies (DISCOMS)
of Uttar Pradesh Power
Corporation Limited
(UPPCL) are engaged in
carrying out  works
under Rajiv  Gandhi
Gramin  Vidyutikaran
Yojana (RGGVY) and
Accelerated Power
Development  Reform
Programme (APDRP)
schemes and award
turnkey works contracts
to various contractors.
In order to ensure
whether the correct
Works Contract Tax
(WCT) is being
deducted from the bills
of the contractors and deposited into Government treasury by the concerned
Drawing Disbursing Officer and the assessment is being correctly done by the
Department, we examined (January 2011) payments made by 32 divisions of
four DISCOMS? and the relevant assessment orders. These divisions had
executed 79 agreements with 34 contractors/dealers between the period
2005-06 and 2006-07 and made payment of ¥ 272.27 crore during the period
from 2005-06 to 2008-09, and deducted WCT of only ¥ 8.65 lakh in place of
deduction of ¥ 10.89 crore. The details are given in Appendix-VI. The AAs
concerned also did not examine this aspect during the assessment of the
Drawing and Disbursing Officers of these DISCOMS between March 2009
and March 2011 and did not impose maximum penalty of ¥ 21.61 crore under
the Act. The failure pointed out by us is for only 32 divisions and could be
higher if the records of other divisions of the distribution companies are
checked.

We recommend that the Department should ensure proper assessment of the
UP Government Departments/Undertakings by cross checking payments made
to contractors to ascertain the deduction of WCT to avoid such occurrences.

The matter was reported in March 2011 to the Department and the
Government. We have not received their reply (December 2011).

* DVVNL -%65.31 crore, MVVNL — % 27.57 crore, PuVVNL- ¥ 168,22 crore and PVVNL-Z 11.17 crore .
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2.19

Under the provision of Section 3-F of
UPTT Act 1948, every dealer shall, for
each assessment year, pay a tax on the net
turnover of transfer of the “Right to Use”
any goods for any purpose for cash,
deferred payment or other valuable
consideration. From 29 January 2001, tax
on transfer by a bus owner to Uttar Pradesh
State Road  Transport  Corporation
(UPSRTC) for the Right to Use a bus under
any contract is leviable at the rate of five
per cent and under the VAT Act, we.f. 1
January 2008 tax at the rate of four per cent

Loss of revenue due to non-registration of dealers

The private bus owners
entered into contracts with
the UPSRTC for providing
buses. The AAs had levied
the tax on these private bus
owners on the amount
received by them by
UPSRTC  treating  the
transactions as received for
transfer of the “Right to
Use” the buses. Being
aggrieved by the order of
the AAs, these owners filed
appeal before the appellate
which was

shall be levied. authority
allowed. The view of the
= appellate  authority was
upheld (May 2003) by the
Trade Tax Tribunal. The Allahabad High Court however held (July 2009) that
the Tribunal was not justified in holding that the liability to pay the tax under

UPTT Act was not attracted upon the private bus owners.

In order to verify if the collection of revenue under the provision of “Right to
Use” of private buses hired by UPSRTC was being correctly made by the
Commercial Tax (CT) Department, we examined the Monthly Information
Statement (MIS) of the UPSRTC for the period 2003-04 to 2010-11 in January
and February 2011 with respect to payment made to the private bus
owners/dealers on the “Right to Use” their buses. UPSRTC made a total
payment of ¥ 879.44 crore (¥ 299.79 crore upto December 2007 and ¥ 579.65
crore thereafter) to the dealers of all its 20 regions.

As per provisions prescribed in section 3-F (2) (b)(x) and (xi) for the purpose
of determining the net taxable turnover, the cost of consumables used and
establishment (i.e. cost of fuel and salaries of driver and helper) is to be
deducted from the total turnover of the dealer. We determined the value of
these elements in accordance with section 3-F (3) taking the UPSRTC norms
for fuel consumption (5.6 Kms. per litre) and pay of drivers and helpers
contracted by UPSRTC as a basis which comes to ¥ 574.62 crore™. This was
deducted from the total receipt payable.

We cross checked the details of private bus owners of all the 20 regions®® of
UPSRTC, with respect to their registration with the CT Department and found
that only one”’ dealer was registered with the Department. In case of 11

® (Total distances + average fuel consumption) x rate per ltr. + total distance x salary of drivers and helper
4/03 to 12/06=(2761.11+5.6)x25.20+2761.11x0.45 = ¥ 13667.50 lakh
1/07 t012/07=(927.84+5.6)x28.78+927.84x0.90 = T 5603.49 lakh
1/08 to 3/11=(5169.71+5.6)x36.33+5169.71x0.90 =3 38191.23 lakh
% 57462.22 lakh Say ¥ 574.62 crore
Allahabad, Agra, Azamgarh, Aligarh, Bareilly, Chitrakoot, Devipatan, Etawah, Faizabad. Gorakhpur, Ghaziabad,
Hardoi, Jhansi, Kanpur, Lucknow, Moradabad, Meerut, Noida, Saharanpur and Varanasi.
*" Parul Singh, 605, Shanti Niketan Apartment, Church Road, Agra registered in DC- Sector 12, CT- Agra in 2010-11.
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dealers™ tax imposed by the AAs between 2002 and 2007 was upheld by the
High Court in its judgment dated 23 July 2009. However, the Department did
not register these dealers despite a specific provision in the UPTT/VAT Acts
and the judicial pronouncement and also did not recover/impose the tax. As a
result the Department lost revenue of ¥ 13.23 crore”.

The matter was reported to the Department and Government in April 2011.
We have not received any reply (December 2011).

** Moradabad-9, Mathura and Lalitpur-1 each,
* Net taxable = Total turnover- (Fuel cost +cost of establishment)

4/03 t012/06 = T 215.15 crore- T 136.67 crore= ¥ 7848 crore CT @ 5% =T 3.92 crore
1/07 to 12/07 =% 84.64 crore - ¥ 56.03 crore = ¥ 28.6lcrore CT @ 5% =73 1.43 crore
1/08to 3/11 = ¥579.66 crore— ¥ 38191 crore=% 197.75crore VAT @ 4% =% 7.91 crore
Less: Tax realised from one dealer for 2010-11) =(-) T 0.03 crore
=¥ 13.23 crore
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STATE EXCISE

31 Tax administration

Excise duty on liquor for human consumption, fees in case of other intoxicants
such as charas, bhang and ganja etc. and confiscation imposed or ordered is
levied under the UP Excise Act, 1910 (UPE Act) and rules made thereunder.
These rules have been made in order to have a proper check over leakages of
revenue in the Department by enforcing control over illicit production, import
and export of alcohol, illegal purchase and sale of liquor and other intoxicants.

Alcohol is produced in distilleries mainly from molasses obtained as a
byproduct during manufacturing of sugar. Various kinds of liquor, such as
country liquor (CL) and Indian made foreign liquor (IMFL) like whisky,
brandy, rum and gin are manufactured from alcohol. Excise duty on
production of alcohol and liquor in distilleries forms a major part of excise
revenue. Liquor for human consumption is issued from distilleries either under
bond without excise duty or on pre-payment thereof at the prescribed rates.
Apart from excise duty, licence fee also forms part of excise revenue. The
District Collector (DC) with the assistance of the District Excise Officer
(DEOQ) is responsible for settlement of liquor shops in the district.

The collection of duty, fee and other taxes is administered and monitored by
the Commissioner, Excise who is assisted by two Additional Excise
Commissioners, three Joint Excise Commissioners (JECs), 10 Deputy Excise
Commissioners (DECs) and six Assistant Excise Commissioners (AECs) at
headquarters. For the purpose of effective administration, the State is divided
into four zones and 17 circles. At the district level the DEOs/AECs are posted
to assess, levy and collect revenue. At the distillery, the AEC/officer incharge
(inspector) is posted for levy and collection of excise duty.

3.2 Trend of receipts

Actual receipts from State Excise during the years 2006-07 to 2010-11 along
with the total tax receipt during the same period is exhibited in the following
table and graph.

T in crore

Budget Actual Variation Percentage Total tax Percen-
estimates receipts excess (+) of variation receipts of tage of
shortfall (-) the State actual

receipts

vis-a-vis
total tax
receipts

1s.

2008-09 | 5,04 4,720 (1) 319.99 635 | 2865897 | 1647
2009-10 | 517645 | S, 48961 | 946 | 3387760 | 1673
2010-11 | 676323 | 6. 93974 | (9059 | 41.355.00 | 1626
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Analysis of arrears of revenue

The arrears of revenue as on 31 March 2011 amounted to ¥ 56.72 crore of
which ¥ 51.56 crore were outstanding for more than five years. The following

table depicts the position of arrears of revenue during the period 2006-07 to
2010-11.

Amount
collected/written off
during the vear

\ddition
during the
year

Opening

Closing
balance of
arrears

balance of

arrears

2006-07 59.86 1.08 0.05 60.89
2007-08 60.89 0.56 0.06 6139
2008-09 61.39 0.59 0.03 61.95
2009-10 61.95 1.35 0.07 63.23
2010-11 63.23 0.45 6.96 56.72

(Source: Information provided by the Department).

We recommend that the Government may consider taking appropriate
steps for early recovery of the arrears.

3.4

The gross collection of the State Excise revenue receipts, expenditure incurred
on collection and percentage of such expenditure to the gross collection during
the years 2008-09, 2009-10 and 2010-11 along with the relevant all India
average percentage of cost of collection to gross collection for the relevant
previous year are mentioned below:

Cost of collection

(% in crore

(:ross Cost of All India average

Percentage of cost of

collection collection collection to gross percentage of cost of

collection collection of previous vear

2008-09 4,720.01 50.19 1.06 3.27
2009-10 5,666.06 70.86 125 3.66
2010-11 6723.49 95.72 1.42 3.64

We noted that the cost of collection for the State Excise Department is well
below the all India average.

Revenue impact of audit

During the last five years, we had pointed out through our Inspection Reports
non/short levy, non/short realisation, underassessment/loss of revenue,
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incorrect exemption, application of incorrect rate of tax, incorrect computation
etc. with revenue implication of ¥ 1,989.44 crore in 670 cases. Of these, the
Department/Government had accepted audit observations in 45 cases
involving ¥ 1.45 crore and had since recovered the amount. The details are
shown in the following table:

in crore

No. of Amount objected Amount accepted Amount recovered
units No. of Amount No. of Amount o, of Amount

audited CASCS Casces Cases

3.6 Results of audit

Our test check of the records of 190 units during 2010-11 relating to State
Excise receipts revealed under assessments of tax and other irregularities
involving ¥ 231.03 crore in 435 cases which fall under the following
categories:

in crore

Categories Number of \smount

CAaAses

During the course of the year, the Department accepted and recovered
underassessment and other deficiencies of ¥ 1.33 crore in 46 cases, of which
one case involving ¥ 16,290 was pointed out in audit during the year 2010-11
and the rest in earlier years.

A few illustrative cases involving X 1.03 crore are mentioned in the
succeeding paragraphs.
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R Audit Observation

Our scrutiny of records in the offices of the State Excise Department revealed
cases of low yield of alcohol, transit loss of total reducing sugar, non-
imposition of penalty/interest, short lifting of MGQ of country liquor, etc. as
mentioned in the succeeding paragraphs in this chapter. These cases are
illustrative and are based on a test check carried out by us. We point out such
omissions each year, but not only do the irregularities persist, these remain
undetected till we conduct an audit. There is need for the Government to
improve the internal control system so that recurrence of such lapses in future
can be avoided.

3.8 Potential loss of licence fee for the model shops

Three District Excise Offices

- We observed from the
As per the State Excise policy notified on 11 records of three District
February 2009 and 26 February 2010, the | Excise Offices (DEOs)
licence fee for setting up a model shop for the | between May 2010 and
year 2009-10 and 2010-11 or part thereof was | January 2011 that
fixed as ¥ 8 lakh or the hxghcst licence fee | licence fee of 44 model
among the settled retail shops in the district for shops' of foreign liquor
ﬂm same year for both foreign liquor and beer | and beer was fixed as
s higher, but it would not be more | 3 9.06 crore for the years
2009-10 and 2010-11.
j The licence fee realisable
on actual sale of these model shops alone was ¥ 13.78 crore. Due to the ceiling
of T 22 lakh imposed on upper limit of the licence fee of model shops, the
Department has suffered a loss of licence fee of ¥ 4.72 crore’, as the actual
sales and the licence fee realisable ranged from 16.52 per cent to 109.73 per
cent above the actual fee realised from these model shops.

(% in lakh)

Name of Unit Perind Nao, of Actual Total
shops licence fee licence fee
realised as per
| . ¢ When compared licence fee
actual sale fee realised I :
; = | on actual sale of these
of these from model |

model shops
model shops shops F

DEO, G.B. Nagar | 2009-10 352.00 410,15
2010-11 16 352.00 553.45 57.23 201.45
DEO, Ghaziabad | 2010-11 0l 22.50 37.69 67.51 15.19
DEO, 2010-11 11 179.56 376.60 109.73 197.04

Muzaffarnagar

Total 44 906.06 1377.89 52.07 471.83
or or or
9.06 crore | 13.78 crore 4.72 crore

As a result of the ceiling imposed on the upper limit of licence fee of model
shops there was a loss of at least T 4.72 crore in these three districts above.

We also observed that the imposition of ceiling was of a part of the proposal
sent to the Government by the Department from 2008-09 onwards. The

' Model shop is a licenced shop situated in the commercially approved area of the corporation, city or municipality having

at least 600 sq.fi. carpet area and consumption facility also.
T 13.78 crore - T 9.06 crore = ¥ 4.72 crore
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——

Department did not examine the loss of revenue due to imposition of this
ceiling despite having all the data available with them. As the proposal sent by
the Department was approved as such by the Government, we are of the
opinion that the flawed proposal has led to less realisation of licence fee of at
least ¥ 4.72 crore in the case of these three DEOs alone.

We reported the matter to the Department and the Government between May
2010 and August 2011. The Government replied (September 2011) that the
allotment done and licence fee fixed was as per the policy and they will
consider examining the whole issue at the time of preparing the next excise
policy.

3.9 Low vield of alcohol from molasses

Ten distilleries®

We observed that
during the period
April 2009 to
November 2010, 28
composite samples
of molasses were
sent to the Alcohol
Technologist for
determination of
sugar content of
3.08 lakh quintal of
molasses. On the
basis  of  their
reports, out of 1.19 lakh quintal of fermentable sugar content present in
molasses, 62.61 lakh AL of alcohol should have been produced. Against this
actual production of alcohol was 61.67 lakh AL leading to total short
production of 0.94 lakh AL. After dividing this in the same ratio as that of the
total production of potable and industrial alcohol of these distilleries, we found
that there was short production of potable alcohol of 0.66 lakh AL involving
revenue of ¥2.79 crore as shown in Appendix-VII. Three cases® were
compounded by the Excise Commissioner and penalty of ¥ 1.05 lakh was
imposed but security amount” was not forfeited. The Department also did not
cancel the licences of these distilleries as per the requirement of the Act.

We reported the matter to the Department and the Government between
September 2010 and August 2011. The Government replied (September 2011)
that the rectified spirit is an industrial alcohol and it is a raw material for
production of liquor for human consumption (LHC) and tax can be levied only
on LHC. We do not agree with the reply as in our observation above, we had
already taken this fact into consideration and pointed out the loss caused by
low production with respect to the LHC alone.

¥ Modi Distillery, Ghaziabad, Simbhauli Distillery, Ghaziabad, Lords Distillery, Ghazipur, India Glycol Distillery,
Gorakhpur, NICL  Distillery, Moradabad, Sir Shadilal Distillery, Muzaffarnagar, Shamli Distillery, Muzaffarnagar,
Majhola Distillery, Pilibhit, Pilkhani Distillery, Saharanpur and UDBL Distillery, Unnao.

* NICL Distillery, Moradabad, (¥ 50,000), Shamli Distillery, Muzaffarnagar (¥ 5,000) and Pilakhani Distillery, Saharanpur
(% 50,000).

* A licence to work as a distillery is granted afier the applicant has deposited security money of ¥ 5 lakh in cash and ¥ 15
lakh fixed deposit ip
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3.10  Non-realisation of licence fee from CSD canteen
Nine District Excise Offices®

We observed that
during the period
from April 2010 to
June 2010, FL-
9/9A” canteen
licensees  supplied
12,34,870  bottles
foreign liquor/rum
and 2,08,898 bottles
of beer for which
licence fee
. amounting to T 1.66
crore was leviable.
The same was not
assessed and realised despite a further instruction issued later on 27 May 2010
by the Excise Commissioner. After we pointed out this loss of revenue due to
non-implementation of the notification, the Department issued a further
notification dated 3 January 2011 vide which the implementation date was
changed to 1 July 2010, with the proviso that the licence fee deposited by a
licensee prior to 1 July 2010 will not be refundable or adjusted.

It is evident that only when we pointed out the revenue loss, the Department
changed the effective date of collection previously notified with the view to
cover up the delay in implementation rather than realise the loss of licence fee
of ¥ 1.66 crore.

We reported the matter to the Government between December 2010 and
August 2011. The Government replied (September 2011) that the recoveries
from the defence canteens may not be possible. In future, timely issue of
circulars will be ensured. The reply reinforces our point of lack of monitoring
and control.

3.11 Loss of revenue due to transit loss of Total Reducing Sugar
(TRS)

Five distilleries®

We observed that
while transporting
molasses during
July 2009 to
October 2010, there
was a loss of TRS
which ranged
between 0.02 to 6
| per cent of the
quantities shown in

®  Allahabad, Bareilly, Budaun, Farrukhabad, Gorakhpur, Kanpur Nagar, Lucknow, Meerut and Varanasi.
" A licence granted in connection with grant of contract under military canteen system is in Forms FL-9/FL-9A.

s Nanpara Distillery, Bahraich, Kesar Enterprises Ltd. Distillery, Baheri, Bareilly, Lord Distillery, Ghazipur, IGL Distillery,
Gorakhpur and Sir Shadilal Distillery, Mansurpur, Muzaffarnagar.
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the transport passes issued by the sugar factories. These were certified by the
Inspectors at the distilleries. The distilleries received 849.051 quintal of TRS
short from which 39226.42 AL of alcohol could have been produced. After
bifurcating this in the same ratio as that of the total production of potable and
industrial alcohol of these distilleries’, we found that 37072.65 AL of potable
alcohol involving excise revenue of T 1.56 crore as shown in Appendix-VIII,
could have been produced.

We reported the matter to the Department and the Government between
November 2010 and August 201 1. The Government replied (September 2011)
that the rectified spirit is an industrial alcohol and raw material for the
production of Liquor for Human Consumption (LHC) and tax can be levied
only on LHC. We do not agree with the reply as in our observation above, we
had already taken this fact into consideration and pointed out the loss caused
by low production with respect to the LHC alone.

yosition of penalty

Eight Sugar Mills"’

We observed from
Rule 27 of Uttar Pradesh Sheera Niyantran the MF-4 gate passes
Niyamavali, 1974 provides for verification of MF- during audit between
4 passes by the excise staff, (gate passes through = May 2010 and March
which molasses is despatched by the sugar | 2011 and noticed
factories to distilleries). The distilleries should  that 2544 MF-4 gate
return the gate pass duly acknowledging the  passes' were
receipt of molasses, within one week of the arrival | received  back by
of the consignment at the distillery. The receipt | these sugar mills
back of MF-4 gate pass should be monitored by from the distilleries
the Excise Department officials at the sugar with an average delay
factory to ensure that the molasses was received of eight weeks during
by the authorised distillery and the quantity and | period 2005-06 to
quality was as mentioned in the MF-4 gate pass. 2010-11. The
As per Section 11 of UP Sheera Niyantran Departmental officers
Adhiniyam, any contravention of the Rules attracts did not notice the
penalty which may extend to two thousand rupees delays in return of
and continuing contravention attracts an additional | gatc passes by the
fine which may extend to one hundred rupees for | distilleries. This has
every day during which the contravention | resulted in  non-

continues. imposition of penalty
N to the extent of T 1.27
crore.

We reported the matter to the Department and the Government between
November 2010 and August 2011. The Government replied (September 2011)
that in one case compounding amount of T 59,000 has been imposed against

629.43 AL and 1105.80 AL industrial alcohol production of IGL Distillery, Gorakhpur in 200910 and 2010-11 and 418.54
AL of industrial alcohol of Sir Shadilal Distillery, Mansurpur, Muzaffarnagar tor 2010-11 excluded from caleulation,

" Oswal Chini Mills Nawabganj, Bareilly, Newali Sugar Mills Newali Etah, Indogulf Industries, Maizapur, Gonda,
Sarraiya Chini Mills, Sardar Nagar, Gorakhpur, DSCL Sugar Mills, Rupapur, Hardoi, Chaddha Sugar Mills 1.P. Nagar,
DSCL Sugar Mills, Azbapur, Lakhimpur Khiri and Kumbhi Sugar Mills, Kumbhi, Lakhimpur Khiri,

" i i i . "
The office-incharge shall determine the quantity and quality of the molasses immediately on receipt of each consignment

and record the result of the venfication and test done by him on reverse of the gate pass in Form-4 received in duplicate
from the occupier of the Sugar Factory along with the consignment.
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the total prescribed penalty of ¥ 11.84 lakh. We are of the opinion that the
provisions of Section-11 should be imposed rather than imposing only the
compounding amount, which is merely five per cent of the total leviable

penalty.

3.13 Short levy of licence fee on shops of foreign lic
11 District Excise Offices"

We observed that
annual licence fee of
138 retail shops of
foreign liquor was
fixed on the basis of
| actual sale of bottles
of ten months i.e.
April 2008  to
January 2009 and
presumptive sale of
February and March

’ 2009 for the year
2009-10. Similarly for 2010-11, the licence fee was based on actual sale of
April 2009 to January 2010 and presumptive sale of February and March
2010. The licence fee totaling to ¥ 2.75 crore and X 2.68 crore was fixed
respectively for the two years. The licence fee based on the number of bottles
actually sold for both the years i.e. sale of February and March of the previous
year and the actual sale of April to January of the current year worked out to
¥ 3.08 crore for 2009-10 and X 2.97 crore for 2010-11. Thus the Government
was deprived of revenue of ¥ 62.32 lakh (X 33.14 lakh + ¥ 29.18 lakh) by way
of licence fee as shown in Appendix-IX.

We recommend that in the interest of revenue the Government should fix
the licence fee for the year based on the actual sale for the previous 12
months.

We reported the matter to the Department and the Government between May
2010 and August 2011. The Government replied (September 2011) that after
a study of all retail shops of IMFL, if revenue increases on the basis of actual
sale, they would consider this in the next year's policy.

3.14 Loss of excise duty due to short lifting of minimum
guaranteed quota of country liquor
Three District Excise Offices

We observed from the
records of three DEOs
between February
2010 and March 2011,
that during the year
2008-09 and 2009-
10, 159 licensees lifted
43,480.89 BL country

"2 DEOs: Bijnor, Etah, Farukhabad, Fatehpur, Firozabad, Ghaziabad, Hathras, Jalaun, Jhansi, Lakhimpur
Khiri and Unnao.
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liquor against the quota of 80,475.31 BL fixed for the month of March 2009
and March 2010. The differential amount of licence fee amounting to ¥ 39.13
lakh due to this short lifting had not been adjusted by the Department from the
security deposit of the licensees. The details are as shown below:

< in lakh

L.oss of

| Short lifting
(in BL)

Lifted MGOQ
in March ‘
| 2009 and 2010
(in BL))

SL Name of office No. of Maonthly B0% of
No. | licences MGO) monthly
(in BL) MGQ

(in BL.)

Excise Duty

1. | DEO, Pratapgarh 62 34,903.49 2922579 15,351.02 12,571.77 13.58
March, 2010

2. | DEO, Sitapur 80 41.,444.02 33,155.22 12,496.40 20,658.82 21.49
March, 2009

3 | DEO, Varanasi 17 24.246.60 19,397.3 15.633.47 3,763.83 4.06
March,2010

Total 159 1,00,594.11 80,475.31 43,480.89 36,994.42 39.13

We reported the matter to the Department and the Government between April
2010 and August 2011. The Government in its reply (September 2011) agreed
with our estimate of loss and stated that in 152 cases out of 159 cases an
amount of ¥ 37.30 lakh has been recovered, and recovery of the balance
amount is under process.

3.15

Non-realisation of excise duty due to short lifting of minimum

suaranteed quota of country liquor

Four District Excise Offices

We observed from
the records of four
DEOs (between
September 2010 to
March 2011) that 39
licensees lifted 5.05
lakh BL of country
liquor against MGQ

Under the provisions Rule 14 of the Uttar Pradesh
Excise (Settlement of licences for the retail sale of
country liquor), Rules, 2002, a licensee is liable to
lift the entire Minimum Guaranteed Quota (MGQ)
fixed for him during the year. In case of failure, the
licensing authority has to adjust the outstanding
balance amount of licence fee from the security
deposit of the licensee and also issue a notice to the | of 5.30 lakh BL
licensee by the third day of the next month to | during the period
replenish the deficit in the security amount either by | 2009-10. As the full

lifting such quantity of country liquor involving
duty eqmvalcnt to the adjusted amount or by
depositing cash or a combination of both. In case
the licensee fails to replenish the deficit in security

hcence shall stand cancelled.

quantity of MGQ of
country liquor was
not lifted during the
year, the differential

fee of ¥27.24

- amount by the tenth day of the next monthh) amount of licence

lakh on the short

lifted quantity of
25,217.42 BL of liquor was to be recovered from the licensees. The
Department, however, did not initiate any action either to adjust the amount
from the security deposit or to cancel the licence. This resulted in non-
realisation of excise duty of ¥ 27.24 lakh as shown below:
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Name of Unit

No. of
Licensees

of

country

liguor

Annual MGQ

(in BL)

Actual lifted
quantity (MGQ)
in BI

Difference
(short lifted
gquantity) in

Bl

Pavable excise
duty

DEO, Ghazipur 15 1,91,586.00 1,88.911.65 2,674.35 2.89
DEO, 05 1,32,898.00 1.19,105.00 13,793.00 14.90
Farrukhabad

D.E.O Jhansi 8 92,849.00 88,608.50 4,240.50 4.58
DEO, Varanasi 11 1,13,137.00 1,08,627.43 4509.57 4.87
Total 39 5,30,470 5,05,252.58 25,217.42 27.24

We reported the matter to the Department and the Government between
November 2010 and August 2011. The Government while accepting the
observation stated (September 2011) that in 25 cases an amount of ¥ 4.52 lakh
has been recovered. The recovery in the remaining cases is under process.

3.16

Non-pavment of administrative charge due on issue of molasses

As per Government order dated 9 November 2005 and We observed from
13 December 2006, administrative charges for the (he records of a
quintal on supply of molasses within the state and out  Under  the  new

_of the state respectively. promotion  policy
o o 4 for sugar industry

2004-05, the mill was exempted from deposit of administrative charges on
issue of molasses for five years commencing from 23 February 2007. The left
over stock of 165466.40 quintal molasses produced up to 22 February 2007
was supplied within the state, but the mill did not deposit the administrative
charges of ¥ 14.84 lakh'*. Thus, the Government was deprived of revenue to
that extent.

We reported the matter to the Government and Department between June 2010
and August 2011. The Government replied (September 2011) that the
sale/supply of molasses was done after the date of exemption (23 February
2007) on which no administrative charge was leviable. We do not agree as
molasses were leftover stock which were produced by the mills for sale/supply
before the date of exemption and clearly attract the administrative charge.

ayment of excise revenue

3.17 Non-levy of interest on belated

Three District Excise Offices

We observed from
the records of three
DEOs that excise
revenue of ¥ 15.37
lakh pertaining to
the period 2001-02

Under Section 38(A) of the Uttar Pradesh State Excise
Act, 1910 where any excise revenue is not paid within

three months from the date on which it becomes
payable, interest at the rate of 18 per cent per annum is |
recoverable from the date such excise revenue becomes
payable. ' J

13

Akbarpur Sugar Mill (a unit of Balrampur Sugar Mill) Ambedkarnagar.
" ¥ 18.20 lakh minus T 3.36 lakh paid =% 14.84 lakh.
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to 2003-04 was deposited late between April 2002 and August 2010, with
delays ranging from 240 days to 3072 days in 17 cases. However, the
Department did not levy interest amounting to ¥ 10.92 lakh on the belated
payment as shown in the following table:

Sl No. Name of unit No, of Year of Period of Arrear Delaved Interest

cases arreat interest amount period leviable on

calculation (Days) helated

payment

1. | DEOEtah 3 | 200203 | 01040310 175 47500 | 163
' 04.04.09 2194
2. | DEO Lalitpr 1 | 200203 | 01040310 3.59 2399 425
26.10.09
3. DEO Sant 9 2001-02 | 01.04.02t0 8.55 24010 433
Ravi Das 30.08.10 3072
Nagar
4 [200304 | 01040310 148 636 to 071
15.02.07 1415
Total 17 1537 240 t0 10.92
3072

We reported the matter to the Department and the Government between June
2010 and August 2011. The Government agreed with our observation and
stated (September 2011) that an amount of ¥ 8,251 has been recovered and
recovery in the remaining cases is under process.

3.18 Short levy of overtime fee

Three distilleries

We observed from the records of three distilleries'® between February 2010 to

- = January 2011 that due
to revision of pay and
grant of dearness
allowances from time
to time, the
Department was
required to raise a
demand for the
differential overtime
amount of Y1045
lakh for the period
from April 2007 to
December 2010. No
such demand was
raised by the
Department. As a
result, the amount has not been paid by the concerned distilleries.

'S Sarraiya Distillery, Gorakhpur; Dalmia Distillery, Sitapur; Unnao Distillery and Brewery Ltd., Unnao.
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We reported the matter to the Department and the Government between March
2010 and August 2011. The Government replied (September 2011) that an
amount of ¥ 10.28 lakh has been recovered and efforts are going on to recover
the balance amount.
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CHAPTER-IV
TAXES ON VEHICLES, GOODS AND PASSENGERS

i | Tax administration

The Uttar Pradesh Motor Vehicles Taxation Act, 1997 (UPMVT Act), UP
Motor Vehicles Taxation Rules, 1998, Motor Vehicles Act, 1988 and Motor
Vehicles Rules, 1989 provide for levy of various types of taxes viz. goods tax,
additional tax (passenger tax) and fees etc. in the State.

The entire process of assessment and collection of taxes and fees is
administered and monitored by the Transport Commissioner of UP, Lucknow,
who is assisted by two Additional Transport Commissioners at Headquarters
and six Deputy Transport Commissioners (DTCs), 19 Regional Transport
Officers (RTOs) and 72 Assistant Regional Transport Officers (ARTOs)
(Administration) in the field.

(4.2 Cost of collection

The gross collection in respect of taxes on vehicles, goods and passengers,
expenditure incurred on collection and percentage of such expenditure to the
gross collection during the years 2008-09, 2009-10 and 2010-11 along with
the relevant all India average percentage of cost of collection to gross
collection for the relevant previous year are mentioned below:

(X in crore)
Gross collection | Expenditure on Percentage of All India average
collection cost of collection | percentage of cost of

to gross collection

2008-09 1,391.15 5043 | 3.62 : 258
2009-10 | 1,674.55 69.16 A130 ) 2.93
2010-11 2,058.58 78.13 3.80 3.07

Although the cost of collection of the Transport Department came down in
2010-11, it was still higher than the all India average.

The Department needs to take appropriate measures to bring down the
cost of collection.

FLS Revenue impact of audit

During the last five years (excluding the report of the current year), we had
pointed out through our Inspection Reports short levy, non/short realisation,
underassessment/loss of revenue, incorrect exemption, application of incorrect
rate of tax, incorrect computation etc. with revenue implication of ¥ 273.71
crore in 1,295 cases. Of these, the Department/Government had accepted audit
observations in 198 cases involving ¥ 5.53 crore and had since recovered
T 3.79 crore. The details are shown in the following table:

(R in crore)

No. of | Amount objected _L_ Amount accepted l Amount recovered
units ‘ No. of Amount No. of Amount | No.of | Amount
audited |  cases | cAses | cases
| L 85 3
7-08 S N R 4 WERETE
2009-10 il DT L S R T 40 0.85 40| 085
Total 293 1295 273,71 198 553 19 | 379 |
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In view of the large number of pending audit observations, the Government
may ensure holding of audit committee meetings at regular intervals for
expeditious settlement of the pending paragraphs.

4.4 Results of audit

Test check of the records of 71 units relating to the Transport Department
revealed under assessment of tax and other irregularities involving ¥ 29.54
crore in 369 cases which fall under the following categories:

(X in crore

Category Number of Amount

cases

During the course of the year, the Department accepted underassessment and
other deficiencies of ¥ 6.44 crore in 263 cases, which were pointed out by
audit in earlier years. This amount has since been recovered.

A Performance Audit on “Computerisation in Motor Vehicles Department”
and a few illustrative cases involving ¥ 2.46 crore are mentioned in the
succeeding paragraphs.
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Computerisation in Motor Vehicles Department

Highlights

e SARATHI software and Enforcement module of VAHAN software was not
installed.

(Paragraph 4.5.7.4)

e Smart cards were to be issued upto 2006-07, but the Department has not
started issuing Smart cards so far.

(Paragraph 4.5.7.5)

e Online services are not available to the citizens as envisaged in the
objectives of computerisation set by MORTH.

(Paragraph 4.5.7.6)

e Data of 62,79,933 vehicles was not digitized resulting in preparation of
incomplete State Register as well as incomplete National Register.

(Paragraph 4.5.10)
e Inter connectivity amongst the State RTOs/ARTOs was not established.
(Paragraph 4.5.11)

e Various mandatory fields were not captured resulting in incomplete
information in the database.

(Paragraph 4.5.14.2)

Due to lack of data validation, identical chassis numbers, engine numbers
and insurance cover note numbers existed in the database.

(Paragraph 4.5.14.4)
4.5.1 Introduction

The Department of Transport, Government of Uttar Pradesh is entrusted with
the responsibility of implementing the various provisions relating to
assessment, levy and collection of taxes, fees, permits and fines on motor
vehicles under the provisions of the Central Motor Vehicles Act (1988) and
Central Motor Vehicles Rules (1989); the Uttar Pradesh Motor Vehicles
Taxation Act, 1997 the Uttar Pradesh Motor Vehicles Taxation Rules, 1998
and other such notifications issued from time to time. A major function
performed by the Department is the registration of vehicles and issue of
driving licenses.

The Ministry of Road Transport and Highways (MoRTH), Government of
India instructed (January 2001) all the states to adopt a standardised data
format and software prepared by National Informatics Center (NIC) for front
and back end applications for the purpose of issuing driving license
(SARATHI) and registration of motor vehicles (VAHAN) and maintaining
their database so that a National Register of motor vehicles and driving
licences could be prepared. The MoRTH directive envisages faster and better

services, transparency, monitoring of State revenue and modernisation of
RTOs through computerisation and interlinking thereby creating and
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maintaining a State Register of motor vehicles and driving licenses also. The
software is built on n-tier’ architecture. It uses a DCOM server which acts as a
middle tier and was developed on the platform of Oracle 10g using Windows
client and Linux server.

The work of computerisation of State Transport offices was started in 1998-99
and completed (except in the newly created district of Chhatrapati Sahuji
Maharaj Nagar) in July 2010. Implementation of VAHAN was started in
October 2006 and completed by July 2010 in the State Transport offices.
These offices are issuing registration certificates of vehicles in printed form by
using VAHAN software. The Government did not finalise the outsourcing
agency for providing services related to issue of driving licenses on smart card
through SARATHI software and therefore it has not been installed and
implemented in the State Transport offices so far.

A Performance Audit on “Computerisation in Motor Vehicles Department”
of Uttar Pradesh was conducted which revealed a number of system and
compliance deficiencies. These are mentioned in the succeeding paragraphs.

4.5.2

Organisational set up

The Principal Secretary is the administrative head of the Transport Department
at the Government level. The overall responsibility of the Transport
Department rests with the Transport Commissioner (TC), Lucknow, who is
assisted by two Additional TCs at Headquarters and six Deputy TCs at the
zonal level. There are 19 Regional Transport Officers (RTOs) at Regional
level and 72 Assistant Regional Transport Officers (ARTOs) at the district
level for levy and collection of revenue.

4.5.3 Audit objectives

The review was conducted to ascertain whether:

e the phase wise implementation schedules for the State for VAHAN and
SARATHI were achieved as per time frames fixed;

e computerised systems implemented were complete (module wise) and
correct.

e connectivity was established between RTOs in the State for creation of
State Registers of vehicles and licenses and National Register.

e the computerised National Permit System was implemented as planned for
and project objectives were achieved;

e reliable general and security controls were in place to ensure data integrity
and security and audit trail, and

e an internal control mechanism was in place to monitor the implementation
of the projects.

4.5.4 Audit scope and methodology

For the purpose of the performance audit on “Computerisation in Motor
Vehicles Department” we segregated the 71 units® as high, medium and low
risk units on the basis of revenue realised by the RTOs/ARTOs during the year
2010-11. We selected a total of 15 RTOs/ARTOs® (5 RTOs and 10 ARTOs)

n-tier architecture refers to the architecture of an application that has at least three logical layers or
parts that are separate.

Excluding the newly created district Chhatrapati Sahuji Maharaj Nagar.

RTO Basti, Jhansi, Kanpur, Lucknow and Varanasi and ARTO Ballia, Bulandshahar, Bagpat, Farrukhabad,
Ghazipur, Kaushambi, Kushinagar, Mathura, Pratapgarh and Unnao.
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of high, medium and low risk categories on random sampling basis for
scrutiny which covered 33.41 per cent of the total 1,32,87,232 number of
vehicles registered and 30.62 per cent of the total revenue of ¥ 1,816.89 crore.

We scrutinised the records related to computerisation in the office of the
Commissioner of Transport, Lucknow and field offices for the period from
November 2000 (when the computerisation project started) to July 2011. Data
was obtained from the Commissioner of Transport, Lucknow as well as the
selected RTOs/ARTOs and application controls were analysed by us between
27 June 2011 to 3 September 2011.

4.5.5 Acknowledgement

We acknowledge the co-operation of the Transport Department in providing
the necessary information and records for audit. An entry conference was held
with the Transport Commissioner in July 2011 to explain the audit objectives
and scope of this review. The draft review was forwarded to the Government
and the Department in October 2011. An exit conference was held (December
2011) with the Additional Transport Commissioner of the Department. The
replies given by the Department from time to time and during the exit
conference have been incorporated in the respective paragraphs.

4.5.6 Tax collection and arrears

Details of arrears, tax due and its collection during 2004-05 to 2010-11 in the

State Transport Department are given in the following table:
(X in crore)

Arrears | Tax due during Tax collected Balance

_ the year during the vear
2004-05 22.80 562,06 584.86 559.20 25.66
2005-06 25.66 61521 640.87 617.17 23.70
2006-07 23.70 673.57 697.27 674.26 23.01
2007-08 23.00 798.05 821.05 74931 71.74
2008-09 71.74 808.19 879.93 819.32 60.61
2009-10 60.61 538.90 599.51 552.04 47.47
2010-11 4747 606.09 653.56 623.90 29.66

From the above it is seen that the tax due increased from 2004-05 to 2008-09,
and after a fall in 2009-10, there was a slight increase in 2010-11, in
comparison to 2009-10. There were large amounts of balances recoverable at
the end of each year signifying that efforts being made by Department to
recover the dues are inadequate. There is no provision in VAHAN software to
raise demand notices and recovery certificate against the outstanding dues
which would have helped the Department to decrease the quantum of tax
arrears.

The Department stated (December 201 1) that modules for recovery certificate
would be developed to decrease tax arrears.
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\udit findings

4.5.7 Project implementation and monitoring

4.5.7.1 Non-existence of formal planning

We noticed that the State had
not formulated a comprehensive
computerisation strategy for the
Department. No long and short-
term plans were in place. The
objectives of computerisation of
the RTOs/ARTOs taken up in
1998 were not met as the
transport offices were only
partially computerised. Neither
was any steering committee
formed nor was it evident that
the top management was
involved in planning and
implementation of the project. This resulted in development of a non-
integrated application and partial utilisation of its features as elaborated in the
succeeding paragraphs.

The Government may consider formulating a long term IT strategy/plan for
effective use of the information system.

4.5.7.2 Non-formation of project monitoring unit

The computerisation activities of the
Transport Department are under the
overall control of the Transport
Commissioner and he is assisted by the
Deputy Transport Commissioner at the
headquarters. There are no IT
professionals in the Department for
monitoring the computerisation project. The Department is fully dependent on
the National Informatics Centre for its day-to-day functioning. At the
RTOs/ARTOs level also there are no IT professionals and the day-to-day
activities of operation and maintenance of VAHAN software are performed by
casual/contractual staff hired through NIC.

The Department stated (December 2011) that after taking approval of the
Government, a computer cell would be established.

4.5.7.3 Delay in computerisation

The work of computerisation of the State Transport offices was started in
1998-99 by the State Government. In 2001 the Government of India, in order
to have a national database of registered vehicles and driving licenses advised
the State Governments to implement the VAHAN and SARATHI softwares,
designed by the NIC. The details of the amount demanded for computerisation
from the Government, amount sanctioned, utilised and number of offices
computerised are given below:
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(% in lakh)

LS THTHI

demanded by

Department

From the period 1998-99 to 2010-11 the Transport Department utilised
T 16.09 crore for the computerisation project against ¥ 23.74 crore allocated,
and X 7.67 crore unutilised was surrendered to the State Government. Thus the
Department took about 10 years to partially complete the computerisation
work" because it did not have a proper strategy for prompt utilisation of the
funds allotted as well as for early completion of computerisation.

Besides the above, MoRTH, Government of India supplied computer
hardware of ¥ 3.85 crore through NIC for the purpose of computerisation of 34
RTOs/ARTOs. In 2009-10 computer hardware of X 1.44 crore was supplied by
the Government of India through NIC for upgradation of the computerised
system in 11 offices.

The Department stated (December 2011) that delay in computerisation was
due to delay in site preparation.

4.5.7.4 Partial/mon-implementation of the VAHAN and SARATHI

software

We noticed that:

e No schedule for phase wise
implementation for
VAHAN, SARATHI and
Data _ Transfer  System
(DTS)® was fixed in the
State.

e The Transport Department
| has installed and
implemented the UNIX
based application software,
developed by NIC, in its 25
field offices for registration
of vehicles between
November 2000 and August
2006. These offices
migrated to  VAHAN
between May 2009 to July
2010.

* Only VAHAN implemented, SARATHI not implemented.
® Data Transfer System is a system of transferring digital data from one location to other locations.
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e VAHAN was directly installed and implemented in the remaining field
offices.

e Out of five modules’ of VAHAN, implementation of only four
modules viz. registration, fitness, tax and permit was started in October
2006 and was completed up to July 2010 in all the State Transport
Department offices. Data related to enforcement activities of the
Department are not captured in the computerised system as
enforcement module has not been developed by NIC.

e All field offices’ are issuing registration certificate of vehicles in
printed form by using VAHAN software.

e [Essential hardware for SARATHI installed in the 71 RTOs/ARTOs
offices during September 2009 to July 2011 were lying idle except at
RTO Lucknow due to non-finalisation of agreement between the
Department and the implementing agency, National Informatics Center
Services Incorporated (NICSI). The software SARATHI has been
started as pilot project from 18 June 2011 only in RTO Lucknow, and
driving license on laminated photo paper is being issued through
SARATHI in this RTO.

Transfer of VAHAN data from RTO/ARTO locations to the central database
server of the State Transport Department was to be done through ELT
(Extract, Load and Transform) based package named as ODI (Oracle Data
Integrator). Field offices of the Transport Department have not been provided
the facility to access the data stored in the central database server against the
stated objective of enabling users to avail the service on “anywhere service
basis”.

It is recommended that the Department may ensure early implementation
of SARATHI and Enforcement Module of VAHAN software.

The Department stated (December 2011) that the draft of the agreement with
NICSI has been sent (August 2011) to the Government for approval.

7.5 Smart cards not issued

We noticed that the work is proposed
to be allotted to NICSI for which a
proposal has been sent (August 2011)
to the Government. Thus the
Department could not start issuing
smart cards, thereby defeating the

objectives of the scheme.

The Department stated (December 2011) that after approval of the
Government, the agreement would be finalised with NICSI for issue of smart
cards.

® Registration, Fitness, Tax, Permit and Enforcement.
7 Except newly created district Chhatrapati Sahuji Maharaj Nagar.
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4.5.7.6 On line services

We noticed that:

e only online® issue of
National Permits for
goods carriers has
been implemented
(September 2010) at
all the RTOs of the
state.

e no online services are
available  to  the
citizens as envisaged
in the objectives of
computerisation set by
MoRTH as no online
payment gateway with
a bank/banks is/are
available. Moreover a
separate software for
tracking the status of
applications has not

been developed.

The Department agreed (December 2011) that these services were not
available, and stated that an agreement is to be signed (December 2011) with
the State Bank of India for online payments from other states after which
online payments can begin. They further stated that there is a plan for
developing an online software for other services.

4.5.7.7 Lack of training of personnel

VAHAN was implemented during
2006-11 at the RTOs/ARTOs but out
of a total of 72 RTOs/ARTOs training
has not been provided to staff of 37
RTOs/ARTOs. As a result, the
Department is still dependent on the
outsourcing agency (NIC) for its daily
operations.

Considering the importance of the
IT environment it is recommended
that staff may be trained on priority basis. This will also reduce
dependence on the outsourcing agency.

The Department stated (December 2011) that regular training programmes
would be arranged for all the officials.

* https://vahan.nic.in/npermit/
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4.5.8 Digitisation of data

As per the demand of the
Department (November 2006)
OF | an amount of ¥ 1.05 crore was
* | released by the Government of
UP in March 2007 for
digitisation of manual (legacy)
data of all the wvehicles
| registered in  the 38
computerised RTOs/ARTOs.
a | The work was outsourced
b | (March 2007) to the Uttar
/ Pradesh Development Systems
— — Corporations Ltd. (UPDESCO)
and the amount sanctioned was transferred in the Personal Ledger Account of
UPDESCO. The Department did not issue work order to UPDESCO for three
and a half years till September 2010 for the work as the amount released by
the Government was not sufficient for digitisation of legacy data of all
RTOs/ARTOs. UPDESCO refunded the amounts of ¥ 1.05 crore to the
Government in September 2010.

For digitisation of legacy data of all RTOs/ARTOs funds of ¥ 7.83 crore were
provided through Budget Estimates 2010-11 in favour of the Department.
However we noticed that:

. The Department diverted ¥ 3.46 crore including an amount of ¥ 2.29
crore for pay and allowances of departmental staff out of provisional
amount of ¥ 7.83 crore sanctioned for digitisation of old manual data
related to period from July 1989 to the respective dates of
computerisation of the concerned RTOs/ARTOs, after getting
permission from the Government for re-appropriation and ¥ 1.40 lakh
was utilised for printer and lamination machine. The balance amount
of T 4.35 crore was surrendered (March 2011) without doing any work.

. The Government reversed its original decision of 2007 to outsource the
digitisation work and decided (July 2011) to get the work done by the
departmental staff with their regular work and September 2011 was set
as the target date of completion for transport vehicles. No grounds for
reversal of decision were available on record. No timeframe or target
date was however fixed for digitisation of non transport vehicles which
was the major portion of legacy data pending for digitisation.

. It was reported in July/August 2011 by the RTOs/ARTOs test checked
that the digitisation of legacy data by departmental staff with their
regular work was not feasible due to shortage of manpower and
scarcity of time. The Department has no plan of action for digitisation
of legacy data of the non-transport vehicles registered prior to 1989.

Thus, digitisation of the legacy data could not be done so far and out of a total

1,32,87,232 vehicles, legacy data of 61,50,568 non transport and 1,29,365

transport vehicles registered from 1989 onwards was pending at the end of

March 2011.
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The Department stated (December 2011) that a request for grants is being
made to the Central Government for digitisation of legacy data.

4.5.9 Migration of data from previous UNIX system to VAHAN

system

We examined the records of

Twenty five field offices had installed
UNIX based software. These offices
subsequently migrated to VAHAN and the
digital data of vehicles fed on the UNIX
system should be migrated to VAHAN
system so that it may be available on the
State Register and National Register. )

-

five” of these 25 field offices
and noticed that instead of
migrating the digital data fed in
previous UNIX system to
VAHAN system automatically,
it is being done manually by
feeding data in VAHAN
system from file of the vehicle

as and when a vehicle owner comes for any work to the RTO/ARTO office.
Thus, data of 10,74,460 vehicles fed in the previous UNIX system has not
been migrated to the new VAHAN system so far.

The Department stated (December 2011) that request for granting of funds to
complete the work of migration of data through private agency would be made

to the Government.

4.5.10 State Register and National Register

The National Register is expected to act

as a central repository of all crucial

data/information. This will also enable

users to avail the service on “Anywhere
Service” basis. In addition to the above,
the National Register will also act as a
selective backup of the State level
repository. The National Register will
also provide information to the Ministry
of Road Transport and Highways
(MoRTH), RTO, interstate check post,
Police Department and other services.
The information captured at the RTO
level is required to go to the State
Consolidation Register (SCR) to act as a
back up data for disaster recovery.
Selected data from the SCR is to be
replicated to SR (State Register) which
will act as repository at the State level to

provide information to the State

Transport Department, RTOs,

automobile dealers and Police
Department.
.

? RTO Jhansi, Kanpur, Lucknow, Varanasi and ARTO Unnao.

We observed that:

e The State Register is a
central repository of all the
data/information captured at
the wuser level ie. at
RTOs/ARTOs level. The
State Register for VAHAN
only (not for SARATHI) is
being prepared by the
Transport Department which
is unable to provide all
crucial data/information due
to shortcomings in the data
captured e.g. incomplete,
incorrect and unreliable data
as discussed subsequently in
Para 4.5.14.

e QOut of the total 1,32,87,232
vehicles plying on road, data
of 61,50,568 (46.29 per cent)
non-transport vehicles and
1,29.365 (0.97 per cent)
transport vehicles is yet to be
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digitised as on 31 March 2011. This has adversely affected the
completeness of State and National Register which was targeted for
completion by the Central Government between 2002 and 2007 for all
States.

e At present the National Register related services are not available on
‘Anywhere Service basis’ at the state or central level.

e While the details of the vehicles registered in RTO offices are
available at the State level in the form of the State Register, this
information is not being provided to the Department of Road Transport
(DoRTH), other RTOs/ARTOs of the State, interstate check posts,
Police Department and other services due to non existence of online
connectivity.

The Department agreed (December 2011) that the digitisation of legacy
data was incomplete and stated that request for grants is being made from
the Central Government for digitisation of non transport vehicles, while
the digitisation of transport vehicles is being done using departmental
resources. - '

4.5.11 Data Transfer and Connectivity

We observed (July 2011) that
the data is being transferred
regularly to the Central Server
at the State level through VPN
connectivity. The data is
updated automatically through
scheduling, using Oracle ELT
package - ODI (Oracle Data
Integrator). However, the data
stored at the Central Server is
not available for use at the
RTO/ARTO level vice versa.

RTO/ARTO offices are
connected to the central server
for only transferring data from their local server to the central server. For use
of State Register/National Register services, the details of vehicles registered
in one ARTO/RTO cannot be viewed in another RTO/ARTO at present. Inter-
connectivity amongst the State RTOs/ARTOs is not fully functional.

The Department stated (December 2011) that VPN over Broadband
connectivity has been given to all RTOs. Deputy Transport Commissioners
and RTOs have been provided with user ID and passwords. There is a plan to
provide user ID and password to ARTOs for establishing inter connectivity.
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4.5.12 I'T Security policy and general access.controls

The deficiencies
noticed during
audit are discussed
in the following
paragraphs:-

IT Security policy

We observed that
no security policy
was formulated by
the Motor Vehicles
Department  and
circulated to RTOs
for protection of

the hardware and software of the IT system.

General access controls

) No password policy has been framed and enforced, restricting only
authorised users to have access to the system. No awareness has been
created among the users regarding periodical change of password. All
the corrections are being done by Data Base Administrators (DBAs)
hired on casual/contract basis through NIC using passwords allotted to
concerning ARTOs on written order of the ARTOs/ Administration.

. The Department did not have a formal disaster recovery and business
continuity plan to provide reasonable assurance that the data processing
operations could be restored timely and effectively in case a disaster
rendered the automated systems non-operational. The key configuration
items (hardware, software, personnel and data assets), which were
indispensable for continuity of the IT activities had not been identified
through a proper risk analysis and counter measures were not outlined.
Backup of database was stored at the central system (State level) but
there was no system in place to rule out the possibility of alteration in
the database stored at the district level.

Absence of IT security policy and general access controls renders the system
vulnerable to threats.

The Department may consider preparing an IT security policy with a
credible threat assessment mechanism for harnessing optimum output
from the system.

The Departmeni stated (December 2011) that a security policy would be
framed.
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4.5.13 Documentation and Change Management Control

Our scrutiny revealed the
following  deficiencies in
monitoring:

The Department did not have
proper written and
authenticated ~documentation
of the modules developed by
NIC. The documents (Users
Requirement  Specifications,
System Requirements
Specifications etc.) prepared
by the system developer (NIC
Delhi) were not handed over to the Transport Department. In the absence of
such records, we could not verify the adequacy of documentation and system
support as up-dation of this data would not be possible in-house or through
any other agency.

The modifications made in the database relating to assessment of tax, fee,
penalty etc. maintained at the district level were not subjected to any
supervisory review by the Department’s staff/officers periodically to ensure
the accuracy of issued certificates before committing them to the database.

The Department may consider having proper documentation and change
management control system.

The Department stated (December 2011) that monitoring policy would be
prepared and adhered to with the help of NIC.

4.5.14 Application controls

Proper and sufficient input controls should be in-built in the IT system to

ensure genuineness, completeness, accuracy and proper authentication of the
data.

4.5.14.1 Lack of input and validation controls

There is no provision in the software to:

. restrict the clearance
of tax if receipt
number and period
of tax deposited are
altered or tax not
deposited.

. check that same
insurance cover note
is not used for more
than one vehicle and
to reject bogus
insurance cover
notes.

® disallow re-
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registration of a vehicle coming from other states/districts when a valid
insurance cover note is not presented and entered in database.

e disallow the option ‘Not applicable’ for valid insurance at the time of
issue of fitness certificate to a vehicle.

° restrict invalid/expired insurance cover note during the deposit of tax,
fees and issue of Fitness certificate.

. make suspension and cancellation of registration of a vehicle in case of
theft, non-existence of vehicle etc. as per Section 55 of MV Act. The
system provides facility to blacklist a vehicle only, which can be
removed by the operator as and when he desires.

e  prohibit concession in tax for ‘institutional vehicle’ without feeding
details of permit.

B fix maximum age limit for movement of any class of vehicles.

. accept only dealer code instead of “Other Dealer” for the purpose of
registration of the vehicles coming from other districts with temporary-
registration certificate and NOC.

4.5.14.2 Incomplete information in IT system

The VAHAN software requires capture of complete information of vehicles
being registered. Analysis of the database of 6,45,489 vehicles registered in
15 RTOs/ARTOs revealed that the information of 13 mandatory fields was not
captured in the districts. Details are given in the following table:

Name of Total Horse Cubic Wheel | Gross Un- Sale | Insurance | Engine | No. Of Seat Vehicle | Purchase | Year of
RTOs, No.of | power | capacity | base | vehicle | laden | value cover No. | Cylinder | Capacity | Class Date manu-

ARTOs vehicles weight | weight note facture

M

I | Kanpur 24169 | 4492 10| 1312 479 ' NA| 17894 |  24169| NA 10 9 NA NA NA
2 | Kaushambi 15788 1 4128 4721 NA NA | 13063 NA|[ NA NA 2 NA NA| 15649
3| Lucknow 103484 | 63607 235 | 30421 15793 49| 43677 103484 82 235 200 1 14 79
4 | Bulandshahar | 99799 | 70486 NA| 66971 63078 1| 50616 9014| NA NA NA| 99799 4 NA
5 | Varanasi 64836 | 15646 17| 38000 | 26945 NA | 17109 54397 | NA 17 NA | 64835 NA NA
6 | Ghazipur 30954 | 7904 NA| 28337 11184 NA|[ 1865 30954 NA NA 1 NA NA NA
7 | Mathura 123892 | 97406 1| 104859 | 76611 NA [ 66290 1439 | 78888 1 NA| 63232 NA NA
8 | Ballia 11669 | s111 1| 10821 | 5459 1| 768 11669 1 NA NA NA 1 1
9 | Basti 24028 | 24028 2150 22026| 19274 14| 22614 24028 14| 21912 14 14 2150 40
10 | Unnao 44033 | 7783 5| 36354 12984 NA| 8897 5961 NA 5 5 NA NA NA
11 | Thanshi 38739 [ 1875 17514 | 23754 87| 32497 35052 6325 96 28 56 NA 19 96
12 | Bagpat 17109 | 17109 7| 13984 | 5092 NA| 1540 1901 NA 7 4 NA NA NA
13 | Pratapgarh 41745 774| 37223 | 38155 NA NA | 40398 3l NA NA 3 NA NA| 39740
14 | Kushinagar 2974 49 78| 937 35 NA 67 2974 NA NA NA| 2974 2074 NA
15 | Farikhabad 2270 2096 NA 340 NA NA 58 2270 NA NA NA NA 2270 NA
Total 645480 [ 318367 | 61369 | 420992 | 242021 | 32562 [319908 | 278588 | 79081 | 22215 294 | 230855 7432 | 55605
Range in Percentage 0.01 - 0.01-| 543-[ 022-[ 0.01-| 225-| 0.01-100| 001-]  0.01-[0.01-0.19 | 0.06-| 0.01-100| 0.01-
100 89.17| 92.73| 8021| 8381| 9677 63.67( 9119 100 99.12

There were no inbuilt validation checks in the system to prevent blanks in
mandatory fields. This is indicative of deficiency in input control as well as
absence of supervision and monitoring. Vehicles are being registered without
essential information being captured even in mandatory fields which makes
the State/National Register unreliable.
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4.5.14.3 Irregularities due to inadequate input control

Our test check in the selected RTOs/ARTOs revealed the presence of a large
number of unusual and duplicate data in the database which implies
unreliability of data and inadequate supervision as detailed in Appendix-X.

Chassis and engine numbers not alphanumeric

Alphanumeric chassis and engine numbers assigned by the manufacturer of
the vehicles are the unique identification mark of vehicles as per Central
Motor Vehicles (CMV) Rules.

. Analysis of the database revealed that the chassis number of 29,816
and engine numbers of 24,842 vehicles were in numeric form only in
all the 15 RTOs/ARTOs as against the requisite alphanumeric
numbers.

We test checked (December 2011) the manual records in 62 cases out of
15,616 cases of numeric chassis number and in six cases out of 5,932 cases of
numeric engine number pertaining to seven'’ and six'' RTOs/ARTOs
respectively. We found that these were mainly because of the incorrect
practice of entering only the last few digits of the chassis number and engine

number during data entry in the system. Thus, the system lacked necessary
controls/checks on chassis number and engine number fields to avoid wrong
input in these crucial fields.

o Further scrutiny revealed that the engine number of 159 vehicles was
totally incorrect'> in RTO Kanpur, Lucknow and Jhansi. We test
checked (December 2011) the manual records in five cases out of 143
cases pertaining to RTO Kanpur and Lucknow. We found that these
were because of incorrect data entry in the system.

Manufacturing year unrealistic

Scrutiny of the database revealed that manufacturing year of 172 vehicles was
wrongly entered as the years were fed as 12 to 1899 and also 2012 to 2538 in
nine"” RTOs/ARTOs which was unrealistic.

We test checked (December 2011) the manual records in 16 cases out of 52
cases pertaining to four'® RTOs/ARTOs. We found that registration
certificates, temporary registration certificates, temporary authorisation of
registration certificates etc. were issued to vehicle owners with wrong entries
of the manufacturing year. This was on account of the incorrect data entry in
the system.

Registration before manufacture/date of purchase of vehicle

A vehicle can never be registered before its manufacture or date of purchase.
Analysis of the database revealed that in four RTOs/ARTOs' the registration
date of 21 vehicles was a date prior to the purchase date or manufacturing
date.

' RTO Kanpur, Lucknow, Varanasi and ARTO Bulandshahar, Bagpat, Kaushambi and Pratapgarh.
'' RTO Kanpur, Varanasi and ARTO Bulandshahar, Bagpat, Kaushambi and Pratapgarh.
12 Given as “Battery™, “-*, “/ “ in symbols.
" RTO Kanpur, Jhansi, Varanasi and ARTOBallia, Bagpat, Bulandshahar, Kaushambi, Mathura,
Farrukhabad.
'* RTO Kanpur and ARTO Bulandshahar, Bagpat and Kaushambi.
'* RTO Kanpur, Varanasi and ARTO Bulandshahar and Mathura.
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We test checked (December 2011) the manual records in six cases out of 11
cases pertaining to RTO Kanpur, Varanasi and ARTO Bulandshahar. We
found that this improbable data was on account of incorrect data entry in the
system.

Data entered in various fields in contravention of basic parameters

The MV Act and Rules provide certain basic parameters for certain class or
categories of vehicles. For example, the laden weight as well as un-laden
weight of goods carriage should not exceed 49000 kg, seating capacity of two
wheelers and goods carriages should not exceed three and seven respectively,
cubic capacity and wheel-base of a vehicle should not be less than 25 cc and
42 inches respectively.

Scrutiny of the database revealed the following discrepancies in the data
entered in various fields in contravention of basic parameters:

° The wheel-base of any vehicle can not be less than 42 inches but in 15
RTOs/ARTOs the wheel-base in respect of 1,12,579 vehicles was less
than the aforesaid parameter.

We test checked (December 2011) the manual records in 61 cases out of
28,475 cases pertaining to six'® RTOs/ARTOs. We found that the
discrepancies were on account of incorrect data entry in the system.

B Cubic capacity of different categories of vehicles was below 25 cc in
7,502 cases in 15 RTOs/ARTOs, though such vehicles are not
available in the market.

We test checked (December 2011) the manual records in 32 cases out
of 2,043 cases pertaining to six'® RTOs/ARTOs and found that these
were because of incorrect data entry in the system as on the sale
certificates cubic capacity of vehicles was shown as more than 25 cc.

- Maximum seating capacity of light motor vehicle (LMV) i.e. private
car should not exceed 12 but in five'” RTOs/ARTOs seating capacity
in respect of 1,061 vehicles it was more than the aforesaid number of
seats.

We test checked (December 2011) the manual records in 41 cases out
of 1,059 cases pertaining to four'® RTOs/ARTOs and found that this
was because of incorrect data entry in the system as on the sale
certificates the seating capacity of vehicles was as per the prescribed
parameter.

® Maximum seating capacity of two wheeler should not exceed three but
in 10 RTOs/ARTOs the seating capacity in respect of 47,657 vehicles
was shown as more than the aforesaid number of seats, ranging from
four to 143.

We test checked (December 2011) the manual records in 12 cases out
of 31,956 cases pertaining to ARTO Bagpat and Pratapgarh. We found
that registration certificates, temporary registration certificates,
temporary authorisation of registration certificates etc. were issued to

'® RTO Kanpur, Varanasi and ARTO Bulandshahar, Bagpat, Kaushambi and Pratapgarh.
"7 RTO Jhansi, Lucknow and ARTO Bagpat, Kaushambi and Pratapgarh.
" RTO Lucknow and ARTO Bagpat, Kaushambi and Pratapgarh.

73



Audit Report (Revenue Receipts) for the year ended 31 March 2011

vehicle owners with wrong entries of seating capacity. This was
because of incorrect data entry in the system.

Maximum seating capacity of heavy/medium goods vehicles should
not exceed seven but in 12 RTOs/ARTOs seating capacity in respect of
653 vehicles it was more than the aforesaid number of seats.

We test checked (December 2011) the manual records in 22 cases out
of 617 cases pertaining to five'” RTOs/ARTOs and found that
registration certificates, temporary registration certificates, temporary
authorisation of registration certificates etc. were issued to vehicle
owners with wrong entries of seating capacity. This was because of
incorrect data entry in the system.

Maximum Unladen Weight and Gross vehicle weight of heavy motor
vehicles can not be more than 49000 Kg but unladen Weight of 60
vehicles in 10 RTOs/ARTOs and gross vehicle weight of 205 vehicles
in 14 RTOs/ARTOs was higher than the aforesaid weight.

We test checked (December 2011) the manual records in seven cases out of 46
cases for unladen weight and in 11 cases out of 62 cases for gross vehicle
weight pertaining to four” and five’’ RTOs/ARTOs respectively. We found
that these were because of incorrect data entry in the system as on the sale
certificates gross vehicle weight and unladen weight of the vehicles was not
more than 49000 kgs.

Gross vehicle weight of a vehicle is always higher than the unladen
weight. Therefore, the system should not accept unladen weight equal
or higher than gross vehicle weight. However we observed that
Unladen Weight and gross Vehicle Weight of 6,121 vehicles were the
same in six RTOs/ARTOs and in 8,908 cases, the system accepted
unladen weight higher than gross vehicle weight in 15 RTOs/ARTOs.

We test checked (December 2011) the manual records in 82 cases out
of 4,353 cases pertaining to seven”> RTOs/ARTOs and found that
registration certificates, temporary registration certificates, temporary
authorisation of registration certificates etc. were issued to vehicle
owners with wrong entries of gross vehicle weight and unladen weight.
This was because of incorrect data entry in the system as on sale the
certificates unladen weight was not shown as more than the gross
vehicle weight.

Fitness certificate issued beyond the permissible period

As per Section 56 of the MV Act and Rule 62 of the CMV Rules, a
certificate of fitness granted in respect of a transport vehicle as well as
a private vehicle with seating capacity of more than seven shall be
issued with a validity of two years in case of new vehicles in Form 38.

We noticed that in 564 cases in 13 RTOs/ARTOs the fitness
certificates were issued for more than two years in violation of the
provisions which may have serious implications on road safety.

' RTO Kanpur, Lucknow and ARTOQ Bagpat, Kaushambi and Pratapgarh.

2 RTO Kanpur, Lucknow, Varanasi and ARTO Bagpat.

! RTO Kanpur, Lucknow, Varanasi and ARTO Bulandshahar and Pratapgarh.

ZRTO Kanpur, Lucknow, Varanasi and ARTO Bulandshahar, Bagpat, Kaushambi and Pratapgarh.
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We test checked (December 2011) the manual records in 16 cases out
of 444 cases pertaining to six” RTOs/ARTOs and found that these
were because of incorrect data entry in the system as on the forms of
fitness certificate, the period of fitness was only for one or two years.

4.5.14.4 ldentical chassis/engine/insurance cover note numbers

Identical chassis and engine numbers

During data analysis of the registration
Chassis numbers, engine , database we observed that certain key
numbers and registration | fields contained identical numbers as
numbers are unique identification | detailed in Appendix-X.
mark Qf- vehicles  which af'e . In respect of six cases the chassis
essential for the purpose of itS | ,ymbers in RTO Kanpur, Varanasi and
registration under the provisions | ARTO Mathura and in respect of 116
of the MV Act. j cases the engine numbers in five™
- RTOs/ARTOs were identical within the

same district.

We test checked (December 2011) the manual records in two cases for chassis
number pertaining to RTO Varanasi and 14 cases out of 111 cases for engine
number pertaining to RTO Varanasi, ARTO Bulandshahar and Pratapgarh. We
found that the same chassis number and engine number were written on the
sale certificates for two different vehicles in all the cases.

e In respect of 754 cases the chassis numbers in 15 RTOs/ARTOs and in
respect of 341 cases the engine numbers in 14 RTOs/ARTOs were found
to be the same even in different districts.

We test checked (December 2011) the manual records in two cases out of
94 cases for engine number pertaining to RTO Varanasi and ARTO
Bulandshahar and found that these were because of wrong entry in the
system as on the sale certificate the engine number was different.

e In 8,395 cases both the engine and chassis numbers were the same in 13
RTOs/ARTOs. We test checked (December 201 1) the manual records in
24 cases out of 3,230 cases pertaining to five> RTOs/ARTOs and found
that there was the same error in the manual records in 12 cases while in the
other 12 cases these were because of wrong entry in the system.

Identical insurance cover notes

Scrutiny of the database revealed that
there were 6,766 vehicles with
repeated  Insurance Cover Note
Number (same cover note for two or
more vehicles) in RTO Varanasi and
ARTO Bulandshahar as detailed in
Appendix-X.

matqf vehwle in a pubhc place,
unless there is in force in relation
to the use of the vehicle, a valid

We test checked (December 201 1) the manual records in 15 cases out of 6766
cases pertaining to RTO Varanasi and ARTO Bulandshahar. We found that

2"‘ RTO Kanpur, Lucknow, Varanasi and ARTO Bulandshahar, Kaushambi and Pratapgarh.
" RTO Lucknow, Varanasi and ARTO Bulandshahar, Farrukhabad and Pratapgarh.
* RTO Kanpur, Varanasi and ARTO Bulandshahar, Kaushambi and Pratapgarh.
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these were because of incorrect data entry in the system as in the manual
records the insurance cover notes were different.

4.5.14.5 Disparity in data

While cross checking the database
with  the manual files of
2161vehicles made available to us in
the test checked 12 RTOs/ARTOs*®,
we noticed that incorrect data entry
such as chassis number, engine
number, wheel base, un-laden weight, gross vehicle weight, seating capacity,
owner address etc. was done in cases of 293 vehicles as detailed in
Appendix-XI.

The aforesaid errors in the database indicate that these were due to defective
data entry in absence of proper data validation. There was no system in place
to check integrity of data in the system periodically. Hence information
generated out of the system may not be authentic and reliable.

The Department stated (December 2011) that level of responsibility would be
fixed to ensure effective approval system and required input validation checks
would also be incorporated in the software.

The Department may consider introducing proper data validation checks
as well as introducing a system for verification of data entry relating to
registration of vehicles, to ensure data integrity.

4.5.15 Non-mapping of business rules

We noticed that the
following business rules
were not mapped in the
VAHAN software. There is
no provision in the software
to:

e work out fines for
delayed payments of
road tax or registration of
vehicles.

e calculate amount of additional tax due on the vehicles of Uttar Pradesh
State Road Transport Corporation.

e compute tax automatically in respect of A.C. Taxi and vehicles
carrying petroleum products, update the period of tax deposited after
getting payment of tax and issue receipt for the same.

e register Crane as a commercial vehicle and provide facility for issuing
fitness certificate in respect of Crane or Body type crane.
e issue permit for vehicles to be used for educational institutions.

o disallow fitness for more than two years in respect of transport vehicles
and private vehicles having seating capacity of more than seven as per
the provisions of the Motor Vehicle Act.

% RTO Basti, Jhansi, Kanpur, Lucknow, Varanasi and ARTO Bulandshahar, Ballia, Bagpat,
Farrukhabad, Kaushambi, Pratapgarh and Unnao.
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e automatically cancel the surrender of vehicle and calculate road tax
when the period of surrender exceeds three months as provided in the
UP Motor Vehicle Taxation Act.

e calculate compounding fees for every week of delay in submitting
application for assignment of new registration number, to record new
address and to transfer ownership of a vehicle.

4.5.16 Absence of facility to generate MIS reports etc

There is no provision in the software to:

e generate MIS Reports viz. details of surrendered vehicles, NOC issued
vehicles, blacklisted vehicles and other state vehicles.

e assess the arrears of road tax and generate a list of defaulters with
amount of arrears.

e generate Demand Notices and Recovery Certificates,
The Government may consider modifying the software to fulfill requirements

of business rules like generation of demand notice/recovery certificate/arrear
and MIS reports etc., for better enforcement of the Act and rules.

The Department stated (December 2011) that required modifications in the
software would be made with the help of NIC.

4.5.17 Manual intervention and computerisation

Due to problems with the computer
and power failures, the following
work was done and certificates were
issued manually. However the
relevant details were subsequently not
entered in the computerised system.

The details are given in Appendix-XII.
The workwise details are:

e 2,506 manual receipts were issued on account of tax/fee deposited by
vehicle owners in five RTOs/AARTOs.

e 5,656 permanent/temporary permits were issued manually to vehicle
owners in four RTOs/ARTOs.

e 44 Registration Certificates and 121 Temporary Registration
Certificates were issued manually to vehicle owners in two and three

RTOs/ARTOs respectively.

e No Objection Certificates were issued to 686 vehicle owners manually
in four RTOs/ARTOs.

e 1,027 Fitness Certificates were issued manually to vehicles in five
RTOs/ARTOs.

Certificates generated manually could not be treated as reliable and authentic.
Manual intervention is susceptible to fraudulent transactions and risk of
revenue loss. Since the manual data were not entered in the computerised
system, the State and National register also remained incomplete.

The Department stated (December 2011) that instructions would be issued to
do all work using all modules of VAHAN software.
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4.5.18 Conclusion

VAHAN and SARATHI was envisaged by the Government of India for
building a comprehensive database for preparation of a national database of
vehicles registered and driving licenses issued. The computerisation of the
project in the State was not achieved fully, due to lack of a systematic
approach as well as delays in implementation. Due to lack of input controls in
VAHAN, inconsistent data resided in the database. Registration of vehicles
with identical chassis and engine number and registration of two or more
vehicles with same insurance cover note not only rendered the database
incorrect but also diluted the objective of preparation of a correct and reliable
State Register and National Register. A large number of backlog data is yet to
be digitised. No proper training was provided to staff in operation of the
system and the Department is still dependent on the third party outsourcing
agency for its daily operations. The MIS Reports for controlling and
monitoring the functions for maximisation of revenue was not available in the
system. Absence of IT policy, security policy, business continuity plan and
lack of change management control have exposed the system to risk.

4.5.19 Recommendations

The Government may consider:

e formulating a long term IT strategy/plan for proper functioning of the
system;

e verification of data entry relating to registration of vehicles, to ensure
data integrity;

e introducing proper data validation checks;

e modifying the software to fulfill requirements of business rules like
generation of demand notice/recovery certificate/arrear and MIS
reports etc., for better enforcement of the Act and rules;

e strengthening the application controls to prevent use of fake documents
and to ensure reliability and usefulness of data;

e cnsuring early implementation of SARATHI and the Enforcement
Module of VAHAN software;

e framing an IT security policy with adequate documentation with a
credible threat assessment mechanism for harnessing optimum output
from the system; and

e training of personnel on system management and database operations.
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4.6 Audit observations

Our scrutiny of the records in the office of the Transport Department revealed
several cases of non/short levy/non-realisation of tax/additional tax, vehicles
plying without fitness certificate, etc. as mentioned in the succeeding
paragraphs in this Chapter. These cases are illustrative and are based on a
test check carried out by us. We point out such omissions each year, but not
only do the irregularities persist, these remain undetected till we conduct an
audit. There is need for the Government to improve the internal control system
so that recurrence of such lapses in future can be avoided.

4.7  Short levy of tax due to adoption of lesser seating capacity of

Tata Magic Vehicle

We scrutinised the
passenger tax

Under the provisions of the Uttar Pradesh Motor :
register, relevant files

Vehicle Taxation Act, 1997 (as amended on 28
October 2009) no transport vehicle shali be used in apd other rccord.s of
any public place in Uttar Pradesh unless a tax  S'&N Regional
prescribed under sub section (2) of Section-4 of Transpozl;t Ofﬁc?s
the Act has been paid. The rate of tax applicable = (RTOs)  and = six
to motor cab (excluding three wheelers motor cab) Assistant  Regional
and maxi cab was ¥ 550 per seat/per quarter upto 7 TranSportgg e
November 2010 and 660 per seat per quarter | (1 10%)  between
from 8 November 2010. The Transport o an
Commissioner vide order dated 30 July 2007 and dopuary 2011 and
24 May 2010 permitted eight seats in all for Tata = "Oticed that during
Magic vehicle (basic model) having kerb weight of | ¢  period = from
1000 ke, | October 2009 to
e December 2010,
taxes in respect of
3,152 Tata Magic vehicles (basic model) having kerb weight of 1000 kilogram
were assessed and realised on the seating capacity of seven instead of eight in
contravention of the orders dated 30 July 2007 and 24 May 2010 of the
Transport Commissioner. The concerned RTOs/ARTOs failed to realise the
tax according to actual seating capacity. This resulted in short realisation of
tax of T 66.68 lakh as detailed in Appendix-XIII.

We reported the matter to the Department and the Government between
December 2010 and March 2011. We have not received their reply (December
2011).

RTOs : Agra, Allahabad, Azamgarh, Banda, Faizabad, Gonda, Saharanpur and Varanasi.
* ARTOs : Barabanki, Chandauli, Ghazipur, Lakhimpur Khiri, Rampur and Unnao.

79



Audit Report (Revenue Receipts) for the vear ended 31 March 2011

4.8  Non-realisation of additional tax in respect of vehicles

surrendered bevond three months

We scrutinised the
Rule 22 of the Uttar Pradesh Motor Vehicles  ¢yrrender register,
Taxation Rules, 1998, modified in 2009, provides  [clevant files and
that when the owner of a transport vehicle
withdraws his motor vehicle from use one month or
more, the certificate of registration, tax certificate, | ARTOs between July
additional tax certificate, fitness certificate and | 2010 and January
permit, if any must be surrendered to the Taxation = 21 and noticed that
Officer. Further, subject to the provision of sub- = 353 yehicles were
rule (4), the owner of a surrendered vehicle in surrendered for
respect of which intimation of non-use has already | periods beyond three
been accepted, shall be liable to pay tax and  _;lendar months
additional tax for the period beyond three calendar | quring the period
months during any calendar year, whether the | from April 2010 to

records of five
RTOs and Six

possession of the surrendered documents has been December 2010.
taken from the taxation officer or not. However the
- Department did not

initiate any action to realise the tax/ additional tax due thereon. This resulted
in non-realisation of revenue amounting to ¥ 51.66 lakh as shown below:

{ Tin lakh)
L nits Name ~o. of Date of surrender Period (Tax leviable)” Non-realisation
of tax

i

" 1._| RTO, Agra 12/09 - 06/10 04/10 to 12/10 0.70
2._| RTO, Allahabad 2 12/09—07/10 04/10 to 12/10 3.30
3| RTO, Azamgarh 14 01/09 - 09/09 04/10 to 08/10 2.80
4| RTO, Gorakhpur 45 12/09 —06/10 04/10 10 12/10 272
5__| RTO, Kanpur Nagar 29 06/09— 12/09 04/10 to 06/10 1.30
6. | ARTO, Baghpat 36 05/08 — 03/09 04/10 t0 06/10 1.83
7._|_ARTO, Ballia 04 06/09 — 12/09 04/10 10 07/10 0.77
8. | ARTO, Bijnore 53 12/09 - 03/10 04/10 to 12/10 491
9. | ARTO, Etah 15 09/08 — 12/09 04/10 1o 08/10 0.98
10._| ARTO, Jaunpur 108 06/07—07/10 04/10 t0 11/10 38.00
11| ARTO, Rampur 15 10/09 —05/10 04/10 to 10/10 435

Total 353 51.66

We reported the matter to the Department and the Government between
December 2010 and August 2011. We have not received their reply
(December 2011).

4.9 Non-levy of tax on laden weight of the vehicle

Under the provisions of the Uttar Pradesh Motor We scrutinised the
Vehicles Taxation Act, tax is leviable at the rate of = passcnger tax
T 45 per metric ton or part thereof, per quarter on | register, relevant files
registered Gross Laden Weight (GLW) on public = and records of four
service vehicle, plying for the conveyance of limited = RTOs ~ and  three
number of passengers and the transport of limited | ARTOs between
quantity of passengers’ goods. April 2010  and
d ' January 2011 and

’ Period for which tax leviable calculated after leaving first three months of the calender year from the
date of surrender.
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observed that in case of 907 public service vehicles, plying in the districts
between April 2005 and October 2009 for carrying passengers and limited
quantity of passengers’ goods, though regular tax and additional tax was
charged, the Department did not levy tax of ¥ 33.09 lakh on GLW of those

vehicles as detailed below:-
(T in lakh)

Name of Unit Period of observation and No. of vehicles Tax leviable

month of audit
RTO, Allahabad 04/09 to 10/09 239 354
( January 2011)
2. RTO, Azamgarh 04/2009 to 10/2009 139 2:13
(December 2010)
3, RTO, Lucknow 04/2005 o 10/2009) 127 10.06
(November 2010)
4. RTO, Varanasi. 04/2009 to 10/2009 208 3.20
(December 2010)
5. ARTO, Bahraich 04/2005 to 09/2009 61 6.78
(May 2010 and June 2010)
6. ARTO, Mahoba 04/2005 to 09/2009 56 4.47
(April 2010)
7. ARTO, Mathura 06/2005 to 09/2009 77 2.91
(July 2010)
Total 907 33.09

After we pointed out this matter during audit the RTOs and ARTOs replied
that action will be taken to levy the tax.

We reported the matter to the Department and the Government between May
2010 and August 2011. We have not received their reply (December 2011).

4.10 Short levy of tax on public service vehicles owned or

controlled by UPSRTC

We  scrutinised the
passenger tax register of
Uttar Pradesh State
Road Transport
Corporation (UPSRTC)
buses, relevant files and
records of three RTOs

Under the provisions of the Uttar Pradesh Motor
Vehicle Taxation Act (as amended in October
2009) tax is chargeable on public service vehicles
owned and controlled by the State Transport
Undertaking at the rate of I 50 per seat per
quarter.

and one ARTO, between November 2010 and January 2011 and noticed that
during the period from October 2009 to December 2010, 1900 public service
vehicles owned or controlled by UPSRTC were plying in these districts for
carrying passengers. On these vehicles, though tax of X 85.76 lakh was to be
realised according to the rate prescribed from October 2009, the Department
had realised tax of ¥ 62.09 lakh. This resulted in short realisation of tax
amounting to ¥ 23.67 lakh as shown below:

(Tin lakh)
Name of unit No. of Period Tax leviable Tax Short levy
vehicles realised
1 RTO Allahabad 843 October 2009 to June 2010 20.37 14.87 5.50
2. RTO Lucknow 542 October 2009 to March 2010 12.28 8.65 3.63
3. RTO Varanasi 418 October 2009 to December 2010 42.01 30.60 11.41
4 ARTO Jaunpur 97 October 2009 to November 2010 11.10 797 313
Total 1900 85.76 62.09 23.67

After we pointed out this matter during audit the RTOs/ARTO replied that
action will be taken to levy the tax.
We reported the matter to the Department and the Government between

January 2011 and August 2011. We have not received their reply (December
2011).
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4.11 Non-realisation of tax and additional tax

We scrutinised the tax and additional tax register of buses of other states,
relevant files
and records
of  ARTO,
Bagpat in
July 2010
| and observed
that  though
| there is no

bilateral
agreement
between UP and Haryana, eight stage carriages (seating capacity of 49 each)
of Haryana plied in UP from January 2009 to July 2010 and paid tax and
additional tax of ¥ 15.95 lakh applying a lesser rate instead of ¥ 31.96 lakh
payable at the specified rates. The concerned ARTO did not detect the short
remittance of tax. This resulted in non-realisation of tax and additional tax
amounting to I 16.01 lakh as detailed below:

Months and Due Tax

Period ax Additional Tots
tax

We reported the matter to the Department and Government between December
2010 and August 2011. We have not received their reply (December 2011).

4.12  Loss due to vehicles plying without certificate of fitness

We scrutinised the tax
register, relevant files
and records of two
RTOs* and Six
ARTOs™, and observed
that 1,752 vehicles plied
between March 2010
and  January 2011
without valid fitness
certificates and only the
tax due was realised.
Plying of such vehicles
compromised public
safety. These vehicles
were liable for levy of
fitness fee of T 11.76
lakh and imposition of
penalty of ¥ 43.80 lakh.

0 tax T 2,330 (1115+585+630), additional tax ¥ 45,167 (961x47).

! tax T24,000 (500x48), additional tax T 56,400 (1200x47).

** RTOs- Agra and Moradabad.

*» ARTOs- Ballia, Balrampur, Fatehpur, Gautam Budh Nagar, Lakhimpur Khiri and Sant Kabir Nagar.
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We reported the matter to the Department and the Government between April
2010 and August 2011. We have not received their reply (December 2011).

4.13 Non-levy of tax on minimum seating capacity of stage

~ carriages

We scrutinised the
tax and passenger
tax register,
relevant files and
records of one
RTO and four
ARTOs between
March 2010 and
December 2010
and noticed that
during the period from October 2005 to December 2010, they levied and
realised ¥ 99.03 lakh as taxes in respect of 144 stage carriages plying on
different routes instead of ¥ 1.10 crore leviable based on the prescribed
capacity. This resulted in short realisation of revenue amounting to ¥ 11.23
lakh as given in the following table:

Difference in

seats

We reported the matter to the Department and the Government between April
2010 and August 2011. We have not received their reply (December 2011).
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CHAPTER-V
STAMP DUTY AND REGISTRATION FEE

5.1 Tax administration

Receipts from Stamp duty and Registration fee in the State are regulated under
the Indian Stamp Act (IS Act) 1899, Indian Registration Act (IR Act) 1908,
the UP Stamp (Valuation of Property) (SVOP) Rules, 1997 and circulars and
orders of the Government of Uttar Pradesh, issued from time to time. Stamp
duty is leviable on the execution of instruments at the prescribed rates.
Evasion of stamp duty is commonly effected through under valuation of
properties, non-presentation of documents in the office of the registering
authority and non/short payment of stamp duty by the executants on the
documents submitted before the registering authorities.

The framing of policy, and monitoring and control at the Government level is
done by the Principal Secretary, Kar evam Nibandhan. The Inspector General
is the head of the Registration Department (IGR) and exercises overall
superintendence and control over the working of the Department. He is
assisted by an Additional Inspector General (Addl. 1G), 17 Deputy Inspectors
General (DIGs) at the divisional level, 63 Assistant Inspectors General (AIGs)
at the district level and 347 Sub-Registrars (SRs) at the district and zehsil level.

5.2 Trend of receipts

Actual receipts from Stamp duty and Registration fee during the years
2006-07 to 2010-11 along with the total tax receipts during the same period is
exhibited in the following table and graph:

(X in crore)
Percentage
of actual

receipts vis-
a-vis total

‘ tax receipts

Total tax
receipts of
the State

Percentage |
of variation |

Budget |
estimates

Actual Variation
receipts excess (+)/
| ‘ shortfall (<)

2006-07 3,500.00 | 4,513.67 1,013.67 22.997.97 19.63

2007-08 427600 | 3,976.68 (-)299.32 () 7.00 | 24.959.32 15.93

2008-09 537053 | 4,138.27 | (- 1,232.26 (-)22.94 | 28.658.97 1444

2009-10 5351.02 | 4.562.23 (-) 788.79 () 14.74 | 33.877.60 1347

2010-11 573699 |  5974.66 |  (+)231.67 (1) 4.14 | 41,355.00 14.45
DI Budget estimates B Actual receipts (] Total tax receipts of the State
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5.3 Analysis of arrears of revenue

The arrears of revenue as on 31 March 2011 amounted to ¥ 459.64 crore. The
details of arrears outstanding for more than five years were not available with
the Department. The following table depicts the position of arrears of revenue
during the period 2006-07 to 2010-11.
(X in crore)
! ()_]);;'IiiT;_'_ balance of Amount collected Closing balance of
arrears during the vear ;

2006-07 | 21502 60.03 246.50
2007-08 246.50 101.06 | 213.25
2008-09 21325 109.08 553.05
_2009-10 553.05 129.87 594.83
2010-11 594.83 132.16 459.64

Source: Figures provided by the Department (August 2011).

It is evident from the above table that during the years 2006-07 to 2010-11, the
amount of arrears was increasing except in 2007-08 and 2010-11 but the
collection of arrears by the Department was very low.

We recommend that the Government may consider taking appropriate
steps for early recovery of the arrears.

5.4 Cost of collection

The gross collection in respect of Stamp duty and Registration fee,
expenditure incurred on collection and percentage of such expenditure to the
gross collection during the years 2008-09, 2009-10 and 2010-11 along with
the relevant all India average percentage of expenditure on collection to gross
collection for the relevant previous year are mentioned below:

in crore)
Giross Expenditure on Percentage ol cost of All India average
collection collection collection to eross percentage
collection of previous vear

R RE | | 2.09
. 377

745.46 243 247

As can be seen from the above table, the cost of collection of Stamp duty and
Registration fee was below the all India average in all the three years.

Revenue impact of audit

During the last five years (excluding the report of the current year), we
had pointed out through our Inspection Reports non/short levy, non/short
realisation, underassessment/loss of revenue, incorrect exemption, application
of incorrect rate of tax, incorrect computation etc. with revenue implication of
T 131.66 crore in 1,931 cases. Of these, the Department/Government had
accepted audit observations in 39 cases involving ¥ 11.29 lakh which has since
been recovered. The details are shown in the following table:
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No. of
units
audited

Amount objected

Amount

Amount accepted

No. of
cases

Amount

(Z in crore)

Amount recovered

No. of

cases

Amount

2005-06 122 150 3.06 - --
2006-07 186 233 7.08 == - -- -
2007-08 210 320 93.30 - - - --
2008-09 329 608 14.70 20 0.08 20 0.08
2009-10 325 620 13.52 19 0.04 19 0.04
Total 1,172 | 1,931 131.66 39 0.12 39 0.12

In view of the large number of pending of audit objections, the Government
may ensure holding of audit committee meetings at regular intervals for
expeditious settlement of the pending paragraphs.

5.6

Results of audit

Test check of the records of 329 units during 2010-11 relating to Stamp and
Registration Department revealed under assessment of stamp duty and other
irregularities involving X 16.40 crore in 669 cases which fall under the
following categories:

(X in crore)

Categories Number of Amount
cases
1. | Short levy of stamp duty due to misclassification 258 7.69
of documents
2. | Short levy of stamp duty and registration fee due 255 .6.07
to under valuation of properties
3. | Other irregularities 156 2.64
Total 669 16.40

During the course of the year, the Department accepted underassessment and
other deficiencies of ¥ 37.79 lakh in 149 cases, pointed out in audit in earlier
years. The entire amount of ¥ 37.79 lakh involved in these cases was realised
during the year 2010-11.

A few illustrative cases involving revenue of ¥ 10.36 crore are mentioned in
the following paragraphs:
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5.7 Audit observations

Our scrutiny of records in the offices of Stamp and Registration Department
revealed cases of evasion of stamp duty on lease deeds, short levy of stamp
duty, undervaluation of land, etc. as mentioned in succeeding paragraphs in
this chapter. These cases are illustrative and are based on a test check carried
out by us. Such omissions are pointed out by us each year, but not only do the
irregularities persist; these remain undetected till we conduct an audit. There
is need for the Government to improve the internal control system so that
recurrence of such lapses in future can be avoided.

5.8 Evasion of stamp duty on lease deeds

In order to examine if
large shopping malls
which lease out their
shops have paid the
correct stamp duty on
the lease deeds, we
checked the records of
the Sub-Registrars
where two of the
prominent malls' in
the State were
registered. Our
scrutiny showed that
| the lease agreements of
six out of 59 shops of
the mall in Ghaziabad
and none of the
agreements of the 109
leased shops of the
mall in Lucknow were
registered with the
concerned registering
authority. As a result
was evaded on the lease of 115 shops of

2

of this stamp duty of ¥ 5.20 crore
these two malls alone.

We also examined the rental lease deeds of five corporates® from their records
submitted to the Central Excise Department and found that all the seven lease
deeds were stamped for ¥ 100 each, totaling to I 700 rather than the correct
stamp value of ¥ 95.14 lakh as detailed in Appendix-XIV.

The Department did not exercise its powers and detect stamp duty evasion
even by the most visible shopping malls. The evasion may be higher if the

' Shipra Mall- Ghaziabad and Sahara Mall — Lucknow
* ¥ 1.37 crore Shipra Mall Ghaziabad and ¥ 3.83 crore Sahara Mall Lucknow.
' (i) M/s | Engineering India, Pvt Limited, A-37 Sector-60 Noida.
(i) M/s Advance State Tube Limited, Ghaziabad.
(iii) M/s, I. Technologist Pvt, Limited , New Delhi.
(iv) M/s Salora National Limited D-13/4 Okhala Industrial Area, New Delhi.
(v) M/s Rohit Surfactants Pvt. Ltd., Kanpur.
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details of lease deeds of other malls of the State are checked as per the
provisions of the Act.

The Inspector General Stamps and Registration (IGR) is a member of the
Regional Economic Intelligence Committee (REIC) set up to promote inter
agency cooperation between Central and State Government agencies. We
noticed that the Department did not utilise the forum of REIC to gather
information on such issues.

We recommend that the Department should make effective use of its powers
and also of the forum of REIC to obtain more information from other
departments to avoid revenue losses.

We reported the matter to the Department and the Government between April
to August 2011. The Department and the Government replied (September and
October 2011) that action is being taken in the case of the Sahara mall,
Lucknow. In the other case action would be initiated.

Short levy of stamp duty due to incorrect valuation of the

roperty

5.9.1 24 Sub-Registrars"

On scrutiny of the
Under the Indian Stamp Act, 1899 (as amended . records of 24 Sub-
in its application to Uttar Pradesh), stamp duty Registrars between
on a deed of conveyance is chargeable eitheron | April 2010 and
the market value of the property or on the value | February 2011, we
of the consideration set forth therein, whichever noticed that 39 deeds of
is higher. As per the Uttar Pradesh Stamp conveyance relating to
(valuation of pfppeﬁy) Rules, 1997, market | non-agricultural  land
district are to be fixed biennially by the | between July 2009 and
Collector concerned for the guidance of the | December 2010 for
Registering Authorities. ' X613  crore  at
R / agricultural rates and
stamp duty of ¥ 41.87

lakh was levied.

We found that due to the following reasons the valuation should have been at
residential rates:

e part of the same plot was sold earlier at residential rates (12 deeds)

e plots were declared as residential in the circle rates (10 deeds)

e part of the same plot was valued at different rates on the same day (8
deeds)

e part of the same plot was sold at residential rate on the same day/next
day (5 deeds)

e plots were surrounded by residential plots owners (2 deeds)

e the plot was being sold in seven smaller plots (2 deeds).

* SR-I Agra. SR-IV Agra, SR Etmadpur Agra, SR- I Aligarh, SR -1 Allahabad, SR Karchhana Allahabad, SR
Mahesi Bahraich, SR Rasra Ballia, SR Sadar Ballia, SR Sadar Banda, SR Haidargarh Barabanki, SR Sadar
Chandauli, SR Tundla Firozabad, SR Chakar Nagar Etawah, SR Sadar Ghazipur, SR Bansgaon Gorakhpur, SR
Sewayajpur Hardoi, SR- [ Jhansi, SR-II Jhansi, SR-II Lucknow, SR-V Lucknow, SR Sambhal Moradabad, SR-I
Muzaffar Nagar and SR-11 Varanasi.
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The correct valuation of property at residential rate comes to ¥ 28.09 crore on
which stamp duty of X 1.81 crore was leviable. Thus incorrect valuation of
property resulted in short levy of stamp duty of ¥ 1.39 crore as shown in
Appendix-XV.

We reported the matter to the Department and the Government between
January 2010 and August 2011.

The Department and the Government while accepting the audit observations
replied that six cases’ have been decided by the different courts and ¥ 4.75
lakh has been recovered in four cases® while in two cases’ recovery
certificates have been issued. The remaining cases are pending in various
courts.

5.9.2 On scrutiny of the records of Sub-Registrar-I, Ghaziabad in July 2010,
we noticed that one deed of conveyance relating to commercial land/property
was registered for valuation for ¥ 6.12 crore at residential rate and stamp duty
of T 42.88 lakh was levied. The property is surrounded by commercial
organisations on three sides and is on the National Highway and it was being
sold by a commercial organisation® to another commercial organisationg.
Hence the correct valuation of the property should be at commercial rates
which comes to ¥ 23.20 crore. On this stamp duty of ¥ 1.62 crore was leviable.
The incorrect valuation of the property resulted in short levy of stamp duty of
T 1.20 crore.

We reported the matter to the Department and the Government between
October 2010 and August 201 1.

The Department and the Government replied (September and October 2011)
that the case has been referred to the Assistant Commissioner (Stamps) and is
still pending in the Court.

5.9.3 On scrutiny of the records of eight Sub-Registrars'® between August
2010 and February 2011, we noticed that 12 deeds of conveyance pertaining to
land purchased/sold by the Avas Samiti/Developers/Builders were registered
for the purpose of providing residential plots/buildings. The valuation of land
mentioned in these deeds was I 2.91 crore at agricultural rates instead of the
prescribed non-agricultural rates of ¥ 17.36 crore keeping in view the purpose
of land. Accordingly, stamp duty of ¥ 1.07 crore was chargeable whereas
stamp duty of T 18.91 lakh only was paid. Thus, under valuation of land
resulted in short levy of stamp duty of I 88.08 lakh as shown in
Appendix-XVI.

We reported the matters to the Department and the Government between
September 2010 and August 2011.

The Department and the Government replied between September and October
2011 that in Sl. No. 5, out of ¥ 3.17 lakh stamp duty of I 64,470 has been
levied and realised. The other cases are pending in different Courts.

* S1.No.3,20 (1" deed), 12, 17, 10 and 14.

® S1.No.3,12,10 & 14.

7 81, No. 20 (1" deed) and No. 17.

* M/s Telus Trading Company.

’ M/s Institute of Management.

" SR Sadar Fatehpur, SR Sadar Firozabad, SR Sadar Lalitpur, SR-III Lucknow, SR-I Kanpur, SR- Il Kanpur, SR.-
111 Kanpur and SR Sadar Unnao.
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5.9.4 On scrutiny of the records of Sub-Registrar, Phulpur, Allahabad we
noticed (June 2010) that two deeds of conveyance with sold area of land"!
measuring 9,392 sq. mt. situated at Andawan were registered in October 2009.
For the levy of stamp duty, valuation was done at agricultural rate for ¥ 1.12
crore and stamp duty of I 7.87 lakh levied. The applicable rate was
T 7,000 per sq.m. for non-agricultural land, which worked out to ¥ 6.57 crore
on which stamp duty of ¥ 46.02 lakh was leviable. Thus, incorrect valuation of
the land resulted in short levy of stamp duty of ¥ 38.15 lakh as mentioned
below:

(2 in lakh)
SLL Name of Khand Area of land in | Property . Stamp Valuation (a Stamp | Stamp
No. | Unit and : Sq.mt, valuated duty T 7000 per duty Duty
| Deed [ levied sgr. mi. (At leviahle Short
No. \udit) depart- which stamp levied
ment duty
leviahle)
Allahabad 4074 | (June 2010) | Area 0.5492
hectare out of
3.7590 hectare
i.c. 5492 Sg.mt.
2975 | 3.10.2009 Gata No, 694 47.50 332, 273.00 19.11 15,79
4075 (June 2010) | Area sold 0.3900
hectare out of
3.7950 hectare
ie 3900 Sq.mt
Total 112.50 7.87 657.44 46.02 38.15

We reported the matter to the Department and the Government between
November 2010 and August 201 1.

The Department and the Government replied (September and October 2011)
that both the cases were referred to Assistant Commissioner (Stamp) for
adjudication, and are still pending in the Court.

5.9.5 On scrutiny of the records of Sub-Registrar Hardoi we noticed
(September 2010) that three deeds of conveyance relating to an industrial
property of area 21640 sq. mt. were registered on 26 October 2009/27 October
2009 at the rate applicable for agricultural land used for commercial purposes
for a consideration of ¥ 70.95 lakh and stamp duty of T 5 lakh levied. As per
recital of the deeds the said property was an industrial property. Hence the
correct valuation should have been at the rate of 1.5 times of the residential
rate of that area at ¥ 3.98 crore on which stamp duty of ¥ 27.89 lakh was
leviable. Thus, the under valuation of the property resulted in short levy of
stamp duty of ¥ 22.89 lakh as shown in the following table:-

(X in lakh)

Deed No. \rea Valuation Market Stamp duty
Date of Registratio {In sq.mt) (as per value
deed) leviable

Leviable | Levied | Short

levy
(as per rate

list)

10625 10560 23.09 174.27 12.20 1.65 10.55
% October 2009

i 10624 7580 18.44 126.96 8.89 1.29 7.60
October 2009

3. 10591 3500 29.42 97.12 6.80 2.06 4.74
October 2009

Total 21640 70.95 398.35 27.89 5.00 22.89

"' Khasra No 694 at Andawan between main gate of Trivenipuram, Allahabad Development Authority & Jain Mandir

on Allahabad Varanasi Road (GT Road).
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After we pointed this out the Department replied in March 2011 that in case of
SI. No. 3 additional stamp duty of ¥ 6.45 lakh including interest has been
recovered in February 2011. However, the maximum penalty equivalent to
four times of deficient portion amounting to ¥ 18.96 lakh (4.74 x 4) has not
been charged by the Department.

We reported the matter to the Department and the Government between
November 2010 and August 2011.

The Department and the Government replied between September and October
2011, that all the three cases have been referred to the ADM for adjudication.
The other two cases are still pending in the Court of the ADM.

5.9.6 On scrutiny of the records of four Sub-Registrars'?> between July 2010
and January 2011, we noticed that four deeds of conveyance pertaining to land
purchased by educational institutions were registered with valuation at
agricultural rates of ¥ 55.53 lakh instead of ¥ 2.73 crore valued at the rates
prescribed for non-agricultural land. Our conclusion is based on the fact that
these plots had educational institutions on their boundaries and these were
purchased for the purpose of running educational institutions and related
activities as mentioned in the deeds. Hence stamp duty of ¥ 17.55 lakh was
chargeable whereas stamp duty of only ¥4.15 lakh was paid. This under
valuation of land resulted in short levy of stamp duty of ¥ 13.40 lakh as shown
in the following table:

(¥ in lakh)

Area Valuation Market Stamp duty and registration

(sq.mt.) | as per deed Vi fee

ovied

We reported the matter to the Department and the Government between
September 2010 and August 2011.

The Department and the Government replied that in the case of Sl. No. 3 the
Assistant Commissioner (Stamp) declared the instruments as duly stamped.
We suggest that the Department may refer it to the Chief Controlling Revenue
Authority. Other cases are pending in different Courts.

” SRs- Gabhana Aligarh, Sadar Ballia, Baberu Banda and Mau.
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CHAPTER-VI
OTHER TAX AND NON-TAX RECEIPTS

6.1 Results of audit

Test check of the records of the offices of Irrigation, Forest and Entertainment
Tax Departments conducted during the year 2010-11 revealed non-realisation
of centage charges, royalty, interest etc. of T 310.75 crore in 304 cases which

fall under the following categories:
in crore)
Category Number of Amount

cases

During the year 2010-11, the Department recovered ¥ 32.50 lakh involved in
19 cases of which one case involving ¥ 1.09 lakh had been pointed out during
2010-11 and the remaining in the earlier years.

A few illustrative cases involving ¥91.91 lakh are mentioned in the
succeeding paragraphs.
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6.2 Audit observations

Our scrutiny of records in the offices of the Irrigation, Controller of Weights
and Measures, Forest and Entertainment tax revealed cases of non-realisation
of centage charges, non-verification of weights and measures, non-realisation
of cost of forest land and non-charging of interest as mentioned in the
succeeding paragraphs in this chapter. These cases are illustrative and are
based on a test check carried out by us. Such omissions are pointed out by us
each year, but not only do the irregularities persist; these remain undetected
till an audit is conducted. There is need for the Government to improve the
internal control system so that recurrence of such lapses in future can be
avoided.

6.3 Non-levy of centage charges on deposit works

On test check of
records of  two
Executive Engineers,
Irrigation  Division',
(between June 2010
and August 2010), we
observed that during
the period between
October 2006 and
March 2010  the
divisions  undertook
deposit  works  of
% 96.52 lakh on behalf of local bodies and commercial units’. However, the
centage charges at the rate of 12.5 per cent amounting to ¥ 12.07 lakh were
not levied by the divisions, though it is the responsibility of the Executive
Engineer concerned to realise the same according to progress of work.

We reported the matter to the Department and the Government between
September 2010 and August 2011. We have not received any reply (December
2011).

! Narora Khand Lower Ganga Canal Aligarh, Meerut Khand Ganga Canal, Merrut,

N.E. Railway lzzatnagar, Bareilly (¥ 42.40 lakh); Nagar Nigam Meerut (T 22.67 lakh); Daurala Sugar Mill,
Daurala Meerut (¥ 4.03 lakh); Nagar Palika Parishad, Modinagar (T 4.57 lakh); Airtel Ltd, New Delhi (¥ 22.85
lakh).
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6.4 Non-realisation of fee/additional fee

On test check of
records of two
distilleries’  between
June 2010 and
December 2010, we
observed that storage
vats/tanks were in use
in these distilleries
without verification by
the  Weights  and
Measures Department
after lapse of the
valid period of five
years. The Department
did not conduct
inspections for

verification/re-
verification as laid
down in rule 15(7) ibid
and the users also did
not get the ){:tsl
storage tanks verified
as laid down in Rule
15(1)  ibid. This
resulted in non-realisation of fee and additional fee amounting to ¥ 12.29 lakh
besides penalties leviable for contravention of the Act. Further, non-
calibration of the vats/storage tanks carried the risk of incorrect determination
of the volume of liquor stored in them resulting in incorrect assessment of
excise duty.

The Department accepted our observation and replied in May 2011 that in one
case notice has been issued to the distillery. In another case the distillery has
deposited T 5000 as late fees and further action is being taken. We have not
received further report on action taken for realisation of fee/penalty
(December 2011).

.

Non-realisation of Net Present Value for using forest land

On test check of
the records of
Divisional Forest
Officer (DFO),
Bijnore  (March
2011) we observed
that 2.125 hectares
of forest land was
transferred to the

' (i) Kisan Sahkari Chini Mills Ltd, Sampoorna Nagar Ashwani, Lakhimpur-Kheri not verified since 1999 and
(i1) M/s K.M. Sugar Mill Ashwani Masaudha, Faizabad: not verified between 1995 to 1998 since mstallation.
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Irrigation Department in June 2008 for construction of a canal. The Forest
Department demanded and received T 19.55 lakh from the Irrigation
Department against the NPV of this land of ¥ 77.56 lakh (2.125 hectare x 7.30
lakh x 5). As per the condition No.6 of the approval letter issued by the
Ministry of Environment and Forest dated 30.05.2008, the purchaser is bound
to pay any additional/differential amount arising due to revision of rates.
Despite these provisions, the DFO did not raise the demand at the revised rate.
This resulted in non-realisation of NPV of ¥ 58.01 lakh (¥ 77.56 lakh - ¥ 19.55
lakh).

The matter was reported to the Department and the Government between June
2011 and August 2011. We have not received their reply (December 2011).

6.6 Non-charging of interest on belated payment of tax
‘. l’; O
Six Entertainment Tax Officers®

On test check of the
records between
December 2008 and
August 2010, we noticed
from the arrear register
that entertainment tax of
2241 lakh due from
two cinema owners and
25 cable  operators
was deposited/collected
between December 2000
and August 2009. The
delay ranged from two to
120 months. The interest amounting to I 9.54 lakh though leviable has not
been charged by the Department. As the details were available in the arrear
register, inaction on the part of the Department led to non-realisation of
interest of ¥ 9.54 lakh.

* Bagpat (2 1.05 lakh), Barabanki (¥ 3.27 lakh), Farrukhabad (¥ 0.55 lakh), Gonda (¥ 0.60 lakh), Gorakhpur (¥ 3.05
lakh) and Siddharth Nagar (X 1.02 lakh).
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After we pointed this out, ETO Barabanki stated that ¥ 25,000 has been
recovered from the cinema owner. We have not received replies in remaining
cases (December 2011).

We reported the matter to the Department and the Government between
January 2009 and Awugust 2011; their replies have not been received
(December 2011).

L

Lucknow, 11 MARCH zol‘ (Dr. Smita S. Chaudhri)

The Accountant General (C&RA)
= Uttar Pradesh
/A
Countersigned
A -
-

New Delhi, (VINOD RAI)
The Comptroller and Auditor General of India

14 MARCH 2012
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Annexures

Sk No.

Name of the
office

Short levy of tax due to incorrect rate of tax

Number
of
dealer

APPENDIX-I

(Reference para No. 2.11.1)

Assessment year

{Month and year
of assessment)

Name of goods
(Nature of irregularities)

Taxable
Turnover

(T in lakh)

Rate of
tax

(per cent)
Leviable/

Levied

T'ax short
levied

i CTO-I1 2006-07 Cement goods 9.31 12/8 0.37
Barabanki | (March 2009) (Levied incorrect rate of tax)
2007-08 -~do-- 5.20 12/8 0.21
(October 2009)
2, AC-4,CT | 2007-08 Washing soap 11.55 12.5/8 0.52
Firozabad {February 2009) (Revised rate of tax not levied)
3 DC-5,CT | 2007-08 Base of Antenna 97.49 10/8 1.95
Ghaziabad {December 2009) (Revised rate of tax not levied)
4. DC-3, CT 2005-06 MDF Board 63.95 18 1.28
Ghaziabad i(a) (January 2009) (Unclassified goods) =
2006-07 --do-- 68.79 10/8 1.37
( March 2009) = 2.65
1(b) 2005-06 Tractor Battery 17.25 10/5 0.86
|3 .l (February 2009) (Treated as tractor parts by AA)
5. DC-10, CT | 2007-08 LIPS 35.21 10/4 2l
Ghaziabad {December 2009) {Revised rate of tax not levied)
6. DC-17,CT | 2007-08 -do-— 17.08 101/4 1.02
Kanpur (October 2009)
i E DC-15,CT ! 2007-08 (- 40.77 10/4 2.45
| Kanpur (February 2010)
|r 5. DC-12, CT | 2007-08 —~do-— 63.55 10/8 1.31
Lucknow (January 2010)
4 DC-14, CT 2006-07 Tower 78.83 12/8 3.15
Ghaziabad (March 2009) (Levied incorrect rate of tax)
: -~ 2006-07 ~ Rubber chemical 40.38 4/2.5 0.61
. (September 2008) (Levied incorrect rate of tax)
2007-08 —do-- 48.94 4/2.5 0.73
(March 2010)
10, DE=], CT 2006-07 Rice husk 133.38 5/4 1.33
Ghazipur | (March 2009) (Levied incorrect rate of tax)
2007-08 --do-- 1500.25 54 1.50
(January 2010) Y |
1. AC-2CT 2006-07 Food colour 11.74 10/4 0,70
Hasanpur | {March 2009) {Unclassified goods)
2007-08 do-- 5.33 10/4 0.32
(February 2010) -
12 AC-6, CT 2007-08 -=do-- 12.09 10/4 0.72
Saharanpur : {November 2009) - =
13, 1€ (C)-2 2007-08 Inverter 28.22 10/4 1.69
Kanpur o (February 2010) (Revised rate of tax not levied)
& 2007-08 Stationary 151.36 10/8 3.03
March 2010) (Unclassified goods)
14, DC-27.CT 2006-07 Tiles 7.93 16/0 1.27
Kanpur ’ (September 2009) (Tax not levied)
Cement 26.86 12/0 3.22
(Tax not levied)
15. AC27.CT | 2006-07 Sunflower (oil seed) 27.46 4/2 0.55
Kanpur { March 2008) (Levied incorrect rate of tax)
16. DC-8, CT | 2007-08 Rice bran/Rice polish 58,73 5/4 0.59
Lucknow (March 2010) (Levied incorrect rate of tax)
17 DC-10, CT 2006-07 Oil Engine parts 34.28 9/8 0.34
Lucknow (November 2009) (Revised rate of tax not levied)
1 2007-08 -~do-- 19.37 9/8 0.19
( December 2009)
18. AC2CT 2007-08 Jatadar Watery Coconut 7l 4/0 2.87
Lalitpur (December 2009) (Treated as green coconut by AA)
3
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Name of coods

(Nature of irregularities)

102



Annexures

APPENDIX-II

Short levy of tax due to misclassification of goods
(Reference para No. 2.11.2)

Name of unit Number Assessment Nature of Furnover Rate of tax
of vear irregularity (per cent )
dealers (Month and vear

of assessment)

leviable

levied
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Name of unit

Number

of
dealers

Assessment
vear
(Month and vear
of assessment)

lurnover

Rate of tax
(per cent )

leviable

levied

lax
short

levied

12, AC4.CT, 1 2006-07 Yeast treated as 3.68 10/4 0.22
Moradabad (March 2008) chemical
2007-08 ~do- 8.26 10/4 0.50
{October 2009)
13. DC-3,CT, 1 2007-08 Industrial solvent 13.55 12/4 1.08
Muzaffarnagar (March 2010) treated as chemical
14. DC-2,CT, 1 2007-08 Paraffin liquid treated 257.90 8/4 10.32
Noida (December 2009) | s chemical
| 1s. DCA3, CL 1 2006-07 Glycerin was treated 285.78 10/4 17.15
Varanasi (October 2008) as chemical
2007-08 ~do- 78.92 10/4 474
{September 2009)
16. DC-4, CT, I 2007-08 Preserved food treated 44.85 12/5 314
| Aligarh (October 2009) 45 sweetmeat  and
i namkeen as per sale to
| consumer rather than
preserved food taxed
at M or | point.
l 17. DC-8.CT, 1 2005-06 Preserved food treated 90.51 12/5 6.34
Jhansi (December 2008) | @ sweetmeat  and
namkeen as per sile to
consumer rather than
| preserved food taxed
Ii atM or | point.
[ 2006-07 -do- 101.91 12/5 71.13
(March 2009) |
2007-08 -do- 94,99 12/5 6.65 |
| (January 2010)
18. DC-12,CT, 1 2007-08 Preserved food treated 546.34 12/5 3824
Lucknow {August 2009) as  sweetmeat and
namkeen as per sale to
| consumer rather than
preserved food taxed
at M or I point.
l Total 20 2243.73 144.56
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APPENDIX-III

Statement showing sale of Tender Forms/Booklets/Brochures and non/short levy of
Commercial Tax
(Reference Para No. 2.11.49)
(T in lakh)
Name of offices Name of the Period Sale Rate of Tax Tax Non/

assessing authority amount tax leviable levied short
(Per cent) levy of

Assessment order

1. Nagar Ayukta Nagar Nigam, ILAC CT Sec-10 2003-04 to 5541 10 5.54 - 5.54
| Agra Agra 2007-08
2AC CT Sec-12
! Agra -
[ 2. Nagar Ayukta Nagar Nigam, ACCT 2004-05 to 20.86 | 10 2.09 - 2.09 1
Allahabad Sec-12 Allahabad 2007-08 :
— — et e |
3 Nagar Ayukta Nagar Nigam, 1.DC  See-13 CT 2003-04 to 64.06 10 6.41 - 641
Kanpur Kanpur 2007-08 |
2DC  See-14 CT
(SESTEI T | Kanpur e || )
4. Nagar Ayukta \".1".':;' .'\E;lln\ LAC See2 €1 2003-04 to 61.30 | 0 | 6.13 513 |
Lucknow Lucknow 2007-08 (up to 12/2007) |
2.DC See-5 C-F 2007-08 (01/08 1o 03/08) 17.01 4 ‘ .68 0.68 -
Lucknbw i
| 5. | Nagar Ayukia Nagar Nigam. LAC Sec-5 €1 2003-04 to 29.65 10 | = I
Varanasi Varanasi 2007-08
2AC  Sec-11 CI | |
Varanasi =g e |
| 6 Uttar Pradesh Avas Evam 1.LAC Sec-12 2004-05 1o 127.69 10 | 1277 - \2:0
Vikas Pansad, Lucknow Lucknow 2007-08
2:DC Sec-12 ‘
Lucknow = m | | |
7 Uttar Pradesh State Industrial LLAC Sec-19 Kanpur 2003-04 to 138,14 10 | 13.81 l 423 1 9.58
Development Corporution, 2.DC See-3 Kanpur 2007-08
Kanpur 3:DE
K=l SIS P | See-17CT Kanpur !
| 8 | Greater Noida | bC Sec2 CT GB 2004-05 265.89 10 2659 | 26.59 |
Industrial Development Nagar [
| Corporation, | | 2005-06 12.73 10 1.27 1.27 ==
Noida |
! | 2007-08 31343 10 3134 | 2306 828 |
9: New Okhla | CTO  Sec-4 CT 2003-04 1o 3220.10 10 322.01 - 322.01
Industrial Development NOIDA 2007-08
Corporation,
Noida
10. | Agra Development DC Sec-16 Agra 2007-08 (up to 12/2007) 186.10 10 18.61 7.00 1161
Authority, 2007-08 (01/08 to 03/08)
Agra
17.04 4 0.68 0.68 -
11. | Kanpur Development DC  Sec-14 CT 2007-08 48.66 10 4.87 - 4.87
Authority, Kanpur
Kanpur
12. | Lucknow Development AC Sec-2 CT 2007-08 (up to 12/2007) 235.01 10 23.50 8.50 15.00
Authority, Lucknow. 2007-08 (01/08 1o 03/08) 15.00 4 0.60 0.60 ==
Lucknow
13. | North East Railway, Gorakhpur | 1.DC  See-1 CT 2003-04 to 112.88 10 11.29 - 11.29
Gorakhpur 2007-08
2: DG Sec-31 €T
Gorakhpur
Total 4940.96 491.16 72.61 418.55
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Name of Offices

Assessment order not

Name of as Period Sale ¥ I'ax

authority amount a leviable
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APPENDIX-IV

Non-imposition of penalty u/s 15 A (1) (¢)
(Reference para No. 2.12.1)
( in lakh)

“ame of the ax ed o Minimum

commaodity concealed penalty leviable

turnover
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APPENDIX- V

Loss of revenue due to"non-remittalicé of excess realised tax
(Reference Para No. 2.17)

(% in lakh)

DISCOMN
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Assessing Officer Supplier's Name Name ol Name of the Payvment for
DISCOM circle Ex-works

+Excise Duty
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Name of
DISCOM
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APPENDIX-VI

Non-deduction of works contract tax
(Reference Para No. 2.18)

Name of the Assessing Name of the TF'otal Pavment Works W[l Net non Penalty
Company & Officer Contractor for erection, contact tax deducted deducted

Drawing test and deductable amount
Disbursing commissioning

Officer (DDO)

! Madhyanchal Vidyut Vitran Nigam Ltd.
* Superintending Engineers, Electricity Distribution Circle,
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Name of the Assessing Name of the l'otal Payment Works WCT Net non Penalty
Company & Officer Contractor for erection, contact tax  deducted deducted

Drawing test and deductable amount
Disbursing commissioning

Officer (DDO)

* Dakshinanchal Vidyut Vitran Nigam Ltd,
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SL Name of the
No. Company &
Drawing

Disbursing
Officer (DDO)

Assessing
Officer

Name of the
Contractor

Total Payment
for erection,
test and
commissioning

Works
contact tax
deductable

WCT
deducted

Net non
deducted
amount

Penalty

Tech Pvt.  Lid.
Lucknow

SE, EDC | AC, Sec.l, CT, | M/s Secure Meters 5.35 0.21 0 0.21 0.42
Mainpuri Mainpuri Ltd. Udyapur
SE; EDC | CTO, Sech, | M/s Awadh 17.02 0.68 0 0.68 1.36
Mathura CT, Mathura Transformers Pt

Ltd. Lucknow

M/s ABB Lt 24.84 0.99 0 (.99 1.98

Delhi

-~do-- 57.61 2.30 0 2.30 4.60
PuVVNL* AC Secb, CT | M/s Reliance 1001.68 40.07 532 3475 69.50
Sk, EDC | Varanasi Infrastructure Lid,
Varanasi
SE, EDC | DC Sec3, CT | M/s KEC 752.74 30.11 0 30.11 60,22
Mirzapur Mirzapur International  Litd.

New Delhi

Mis Reliance 1205.54 48.22 0 48.22 96.44

Energy Lid.

Mirzapur
SE, EDC Basti Not registered Mis Reliance 1837.12 73.48 0 7348 146.96

inCT Infrastructure Lid.
Department.

SE, EDC, M/s Kalptaru Power 1495.09 59.80 0 59.80 119.60
Siddharthnagar Transmission Ld.
SE, EDC, Sant M/s Vijay Electrical 2819.20 112,77 0 112.77 225.54
Kabir Nagar Ltd.
SE, EDC cirele- | AC, Sec.l, CT | M/s ABB Lud. 700.93 28.04 0 28.04 56.08
11, Allahabad Allahabad
SE, EDC, --do-- 607.97 2432 {{] 24.32 48.64
Jaunpur
SE, EDC aircle- | AC, Sec.]l, CT | M/s Reliance 678.18 2713 0 27.13 54.26
I, Allahabad Allahabad Energy Lid.

M/s Nagarjuna 1816.31 72.65 0 72.65 145.30

Construction  Co.

Lid.
SE; EDC | AC Sec5, CT | M/s KEC 1451.87 58.07 0 58.07 116.14
Gorakhpur Gorakhpur International Ltd.

M/s ABB Ltd. 29294 11.72 0 11.72 2344
SE, EDC-I, | AC, Seci6, CT | M/s Gienus 127919 5117 0 51.17 102.34
Varanasi Varanasi Overseas

Electronics Ltd.

Jaipur

M/s Instrumentation 377.86 15.11 0 15.11 30.22

Ltd. Lucknow

-~do-- 90.61 362 0 3.62 7.24
SE, EDC | AC Sec.5, CT | --do- 219.84 8.79 8.79 17.58
SOt S Mis Subhash 194.46 778 7.78 15.56

Traders Gorakhpur
PVVNL?® AC, Sec.16,CT | M/s ABB  Ltd 187.64 7.50 0 7.50 15.00
SE, EDC | Ghaziabad Lucknow
Ghaziabad M/s Awadh 11.95 0.48 0 0.48 0.96

Transformers Pyt

Lid. Lucknow

M/s  Jyoti Build 36.84 1.47 0 1.47 294

! Purvanchal Vidyut Vitran Nigam Ltd.

* Paschimanchal Vidyut Vitran Nigam Lid.
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APPENDIX-VII

Low yield of alcohol from molasses
(Reference Para No. 3.9)

(In%)
Name of Number Date of Molasses As per AT Lab report (FS Alcohol Actual alcohol  Difference Potable alcohol in AL Amount of  Security Duty
Distillery of Continuous consumed present in molasses produced as  produced (AL) (AL) compound  deposit Involved on
batches Out Turn  (In quintals)  Percentage Quantity per norms Percentage  Quantity fees forfeited potable
(In Quintals) (AL) deposited alcohol
@ ¥ 420 per
AL
Modi Distillery, 233.10 10
1 Modinagar, 1 253 10 6809 41.6 2832.54 148708.35 148250.50 457,85 80 366.28 - 153838
Ghaziabad ik
Simbhauli 141010
2 Distillery, 6 1'7'4 10 65610 409-423 27284.18 1432419.45 1421471.60 10947.85 40.00 4379.14 - 1839239
Ghaziabad 4.
LS Rl 3.5.1010
3 Nandgan), 2 I I‘B 10 7775 | 34.74-35.24 2716.08 142594.20 141830.54 763.66 100 763.66 - 320737
Ghazipur g
India Glycol 30.7.10 to
4 Distillery, 1 3'1 ? 10 32395 38.03 12319.82 646790.55 645946.80 843.75 13.25 111.79 - 46952
Gorakhpur i
NICL Distillery, 11.5.09 to
5 Raja-ka-sahaspur, 3 1'3 8 09 21000| 35.1-37.83 7667.27 402531.68 393613.00 8918.68 93.27 8318.45 50000 - 3493749
Moradabad il
Sarsadilal
Distillery, 26.5.10 to
6 Mansoorpur; 8 11.11.10 114282 | 3591 - 39.37 43147.22 2265229.05 2218400.20 46828.85 58.97 27614.97 - 11598287
Muzaffarnagar
Shamli Distillery,
7 Shamli Muzaffar 1 30.4.10 7472 40.96 3060.53 160677.83 15941110 1266.73 36.68 464.64 5000 - 195149
Nagar
8 m{?ﬁtﬂ Pistillery, 1 Zsélfggto 9675 | 43.43-4543 4201.85 220597.13 219735.10 862.03 100 862.03 - 362053
9 gl'kh’m] PRI 3 93'32;%" 26637 | 39.02-39.68 10494.58 550965.45 53355640  17409.05 100 17409.05 50000 . 7311801
UDBL Distillery, 87.10t0 !
10 sy 2 20.11.10 16120 | 34.35-34.38 5539.79 290838.98 284641.00 6197.97 100 6197.97 - 2603147
307775 119263.86 6261352.65 6166856.24 94496.41 66487.98 27924952
TOTAL zp |12t Or3.08| 34.7445.43 or or or or| 1325-100 e or
b lakh 1.19 lakh 62.61 lakh 61.67 lakh 0.94 lakh 0.66 lakh 5 2.79 crore
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Sl
No

Name of
Distillery

Month of
receipt ol

molasses

APPENDIX-VIII

Loss of revenue due to transit loss of Total Reducing Sugar (TRS)
(Reference Para No. 3.11)

Number Molasses Molasses Details of TRS (in percentage) Difference Quantity Quantity of
of dispatched received of TRS [ 88 alcohol
passes (In (In produced

(52.5 Al

quintals) quintals) Dispatched Received Difference quintals)

per gquintal

quintals) of FS)

Potable alcohol (in AL)

Percentave

Quantity

Duty
involved on
potable
alcohol at
the rate 420
per Al
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APPENDIX-IX

Short levy of licence fee on shops of foreign liquor
(Reference Para No. 3.13)

SLNo. Actual
consumption from
1 February 2008
to 31 March 2008

(in bottle)

Number

of shops

Name of districts

Actual

consumption from
1 April 2008 1o 31
January 2009

{in bottle)

5

2009-2010

Actual consumption

from | February
2008 to 31 Janoary
2009
{ in bottle)

Presumptive sale of

2008-09 on which
department
assessed licence fee
(in bottle) (12/10 of
col. 5)

Licence fee
assessed and

realised by the

department

. 23 per
bottle)
8

Licence fee due for
the year 2009-10 as

per actual

consumption from
February 2008 to
January 2009 (@ T 23

per bottie)

(In %)
Difference of
licence fee

1 3689.18 42999049 623679.67 515988.590 : ! 1545032

2. |Ewh 24| 95159.01 217177.63 312636.64 260613.160 6080000 7190642.72 1110643
_3. | Farrukhabad 2 5348.00 21387.94 26735.94 25665.528 601000 614926.62 13927
4. |Firozabad - 7410.00 2391236 3138236 28694.832 660100 2179428 61694
5. |Hathras 5 | 47682.00 163845.75 211527.75 196614.900 4526000 4865138.25 339138
_'g:. Jalaun. R 1788043 66870.00 84750.43 80244.000 1846000 1949259.89 03260
. |Unnao_ 6| 13062.00 34666.37 4772837 41599.644 957300 109775251 40453
Total 70 | 380230.62 957850.54 1338441.16 1149420.654 27470000 30784146.68 3314157

or 2,75 or 3.08 crore or 33.14

crore lakh

SENo. No. of

shops

Name of districts Actual
consumption from
I February 2009
to 31 March 2009

{in bottle)

\ctual

consumption from
I April 2009 to 31
January 2010

(in bottle)

2010-2011

Actual consumption
from 1 February
2009 to 31 January
2010
( in bottle)

Presumptive sale of
2008-10 on which
department
assessed licence fee
(in bottle) (12/10 of

Licence fee
assessed and
realised by the
1 artment
during 2010-11

Licence fee due for

2009 to

Difference of
licence fee

col. 5) (@ T 26 per v 2010
bottle)
27 | 693698 6. 0335.9' 21341 595335
2y Ghaziabad 01 21748.30 80152.00 101900.30 96182.40 2518800 2649407.8 130608
s nsi _ 23 ] 7562!00 30’7_5_132 00 387095.00 36_@__9‘-;49 9668_§00 loo_g?m 419070
4. | Lakhimpur Khiri 17 103047.46 247850.30 3501 0 297420.40 7349800 9123342.8 1773543
Towl | 68 | 26986263 8663804 | 114112907 | 10396565 | 26750800 | 2966935582 | 2918356
or 2.68 or 2,97 crore or29.18
crore lakh
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Audit Report (Revenue Receipts) for the vear ended 31 March 2011

APPENDIX-X
Lack of data validation and duplicate entries
(Reference paras No. 4.5.14.3 and 4.5.14.4)

ARTO RTO ARTO RTO ARTO ARTO ARTO ARTO

Balia Basti LUnnao Jhansi Bagpat Pratapgarh Kushinagar Farrukhabad




Annexures

SL Data in data RTO ARTO RTO ARTO RTO ARTO ARTO ARTO ARTO RTO ARTO ARTO ARTO ARTO

N, field Kanpur Kaushambi Lucknow  Bulandshahar Varanasi Ghazipur  Mathura Balia Unnao  Jhansi Bagpat Pratapgarh Kushinagar Farrukhabad

13 | Cubic 1321 3 1444 60 403 252 1486 20 99 339 gl 18 23% 852 56 7502
Capacity below
[ 25
|

(]

14 | Seating NA 247 7 NA NA NA NA NA NA NA
capacity of
Light Motor
vehicle more
than 12

15 | Seating 0 10980 1435 NA NA 14 56 3 | 3108 104 7 31949 NA NA 47657
capacity of
Two Wheeler
more than 3

9 796 NA NA 1061

un

16 | Seating 8 547 26 NA NA 6 11 1 3 6 34 2 NA
capacity of
Medium/Heavy
goods vehicle

more than 7

L=

653

L

17 | Unladen 30 0 3 0 11 6 e 1 1 0 1 NA 1 NA 60
Weight is more

than 49000 Kg.

18 | Gross Vehicle 14 3 12 5 26 28 54 6 | 36 4 NA
Weight is more
than 49000 Kg.

19 | Unladen & NA NA 2314 NA NA NA NA 142 175 1671 131 NA NA 17 NA 6121
Laden Weight
Same

n

10 205

20 | Unladen 255 149 596 2784 228 228 3707 116 166 48 40 333 8 6 196 8908
Weight is
greater than
Gross Vehicle
Weight

21 | Fitness for 292 17 58 8 64 Bl 3l 0 38 2] 17 I 5 NA 8 564
more than 2
years —_—

Total No of vehicles 24169 15788 103484 99799 64836 30954 123892 | 11669 | 24028 | 44033 | 38739 17109 41745 2974 2270 | 645489
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Audit Report (Revenue Receipts) for the year ended 31 March 2011

APPENDIX-XI

Disparity in Data fed in computerised system vis-a-vis manual files

(Reference para No. 4.5.14.5)

Sk No. Name of RTOs/ARTOs Vehicle Registered Total Files No. of
Directly on Backlog e b ivia
mmpuu:riscd data ﬁ:d‘in e
system computer

1 RTO Kanpur 323245 142897 466142 540 17
2 ARTO Kaushambi 12592 3243 15835 209 35
3 RTO Lucknow 634212 156444 790656 100 22
4 ARTO Bulandshahar 100811 6697 107508 100 34
5 RTO Varanasi 248551 72636 321187 300 38
6 ARTO Ghazipur 30970 378 31348 0 0
7 ARTO Mathura 131892 9775 141667 0 0
8 ARTO Ballia 29488 9320 38808 76 18
9 RTO Basti 85848 10878 96726 105 13
10 ARTO Unnao 133218 16433 149651 24 0
11 RTO Jhansi 120987 128817 249804 150 32
12 ARTO Bagpat 79547 3397 82944 120 68
13 ARTO Pratapgarh 36656 3425 40081 192 16
14 ARTO Kushinagar 34476 4381 38857 0 0
15 ARTO Farrukhabad 19604 27 19631 245 0

Total 2022097 568748 2590845 2161 293
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APPENDIX-XII

Statement of mannual workdone/certificate issued after computerisation

(Reference para No. 4.5.17)

Permit Registration Femporary N.O.C. Fitness

Receipts
certificate Registration

Name of
Iemporary/
Certificate

RTOs/ARTOs
Permanent

121
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Audit Report (Revenue Receipts) for the year ended 31 March 2011

APPENDIX-XIII

Short levy of tax due to adoption of lesser seating capacity of Tata Magic
Vehicle

(Reference Para No. 4.7)
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Annexures

APPENDIX-XIV

Evasion of stamp duty on lease deeds
(Reference Para No. 5.8)

(in %)
Name of the shopping No. of Lease Month and Amount on Rate of Stamp Stamp Stamp duty
Malls/Corporates lease Period vear of which stamp Stamp duty duty short paid
deeds execution duty duty payvable paid
of lease payable as (per cent)
deed per Act
Sahara Mall Lucknow 102 3 Years 09-10 765593988 4 30623759 10200 30613559
07 6109 10/05 to 87178000 810 10 7638240 700 7637540
years 01/08
Total 109 852771988 38261999 10900 38251099
Shipra Mall Ghaziabad 06 9to 17 03/05 to 144506000 8to 10 13715800 600 13715200
Years 09/06
Total Mall 115 992826988 51540179 11500 51966299 or
5.20 crore
Corporates | 5 Noida 06 9 01/05 to 105932000 2t0 8 6924840 600 6924240
1 Ghaziabad Months 06/10
to 20
Years
Rohit 01 9 years 07/08 36992000 7 2589440 100 2589340
Surfactants
Pvt. Ltd.
Kanpur
Total Corporates 07 142924000 9514280 700 9513580 or
95.14 lakh
Grand Total 122 1140201988 61492079 12200 61479879 or
6.15 crore
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Audit Report (Revenue Receipis) for the year ended 31 March 2011

APPENDIX-XV

Short levy of stamp duty due to incorrect valuation of the property
(Reference Para No. 5.9.1)

(T in lakh)

Name of unit Deed No. Area Valuation Market value Stamp duty Levied Short
Dt of regn. (5. mL.) {as per deed) leviable and Regn. levied

(as per list) lee
leviable

Part of same plot sold earlier at residential rates

S.R.1 Agm 1122/10,1221/10 3956.00 25.73 59.34 3.95 1.60 235
March 2010
2. SRV Agm 4377/10 5355.00 16.07 133.87 937 112 8.25
7 July 2010
4864/09 1368.00 4.11 3420 239 0.29 210
November 09
3. S.R. 1T Aligarh _'f 9892/10 6335.00 18.50 76.02 532 1:33 399
September 2010
4. 5.R. Mahesi, S614/00 720,00 281 72.00 494 0.17 4.77
Bahraich October 2009
5, 1164/10 4250.33 8.07 107 47 547 0.52 4.95
5.R. Rasra, Ballia July 2010
3110
/ January 2010
. S.R. 1 Jhansi 5085/10,5086/10 4580.00 32.06 183.20 12.72 2.15 10.57
July 2010
2 S.R.1 Lucknow 5590/10 6830.00 30.00 81.96 5.74 2.10 364
= April 2010
8 122710 2250.00 15.00 54.00 3,78 1.05 293
S R Varanasi r January 2010
Total 12 deeds 35644.33 152.35 802.06 53.68 10.33 4335
9. 'SRIV Agra . 4426/10, 4427710 B669.00 17.35 216.72 14.97 L.72 13.25
July 2010
4290009 3500.00 1225 §7.50 6.12 0.86 5.26
October 2009
4691109 5766,00 17.30 86.49 6.05 121 4.84
November 09
4865/09 976.00 5.86 24,40 1.71 0.41 1.30
November 09
10. S.R. Sewayajpur 2556/10 3290.00 2.99 62.51 3.23 0.21 302
Hardoi e April 2010
11. S.R. Sadar Ballia 217/10 10480 25.25 209.60 1048 1.26 9.22
January 2010
12, S.R. Haidar Garh 330510 670.00 541 2345 1.54 033 1.21
Barmbanki |~ August 2010
13. S.R. Chakar Nagar, 755/10 5430.00 7.63 162.90 8,05 0.31 7.74
Eawah _—~ August 2010
14, S.R. Sambhal, 3122110 1270.00 1.48 45.72 229 0.07 2.22
Muoradabad Apnil 2010
Total 10 deeds 40051.00 95.52 919.29 5444 638 48.06
Same plot valued at different rates on same day
15. S.R._ Sadar Banda 7176/10, 7177/10, 2070.57 111.96 161.50 11.31 7.84 347
7178710,
/ December 2010
16, S.R. Etmadpur T299/10 4503.40 54.05 135.11 935 .68 5.67
Agra June 2010
/ 9214/09 2303.00 11.54 41.46 290 0.81 2.09
September 2009

This unit has been catogorised under two types of deeds.
g Y




SV

1"' b

|

Annexures ~"
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Name of unit

S.R. Sadar Gln?

Deed No.
. of regn

1818/10

Area

(S0 mit.)

Valuation

{as per deed)

Market value
leviahle

(as per list)

Stamp duty

and Regn.
Iee

leviahle

Levied

Short
levied

Part of same plot was sold at residential

rate on sam

¢ day/next da

April 2010
18, S.R. Bansgaon, / 2839/09 3320.00 4.92 83.00 4.15 0.25 390
Gorakhpur August 2009
19. /Q.R. -1 Allahabad 3078/09 442,02 44.58 79.57 547 3.02 245
3 July 2009
Total 08 deeds 14969.99 246.17 570.57 3798 16.84 21.14

20. S.R. Karchhana, 4507/09 3344.00 5.29 120.01 BA0 0.37 8.03
/| Alahabad October 2009
794/10
February 2010
7 S.R. Tundla 1686/10 1620.00 5.60 42,12 2.95 0.40 2.55
Firozabad / March 2010
22. | SR 2065/10 3242.00 16.52 48,63 330 110 220
Muzaffarnagar / 2066/10
Nagar March 2010
Total 05 deeds 8206.00 2741 210.76 14.65 1LR7 12.78
Plots surrounded by residential plots
23, | SRIlIhansi - 3546/10 5560.00 12.24 7228 5.06 0.86 420
June 2010
24, | S.R.V Lucknow / 6823/10 6320,00 70.48 180.12 12,61 4.96 7.65
June 2010
Total 02 deeds 11880.00
Plot being sold in seven smaller plots
25, S.R. Sadar 3679,1339 2888.00 8.74 5442 2.73 0.63 2.10
Chandauli February 2010
Total 02 deeds 2888.00 8.74 54.42 2.73 0.63 2.10
Grand Total 39 deeds 612.91 2809.50 181.15 41.87 139.28
or 6.13 or 28.09 or 1.81 or0.42 | orl39
crore crore crore crore crore
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Audit Report (Revenue Receipts) for the year ended 31 March 2011

APPENDIX-XVI

Under valuation of land disregarding their potentiality
(Reference Para No. 5.9.3)

(% in lakh)

Name of unit Deed No. Valuation (as Market value Stamp duty Short levied

per deed) leviable and Regd. fee
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