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PREFATORY REMARKS 

The Audit Report on Revenue 
Reeipts of the Government of Uttar 
P r adesh for the year 1988-69 is 
pres ented in this separate volume No 3. 
The Material in the Report has been 
a rranged in the following order: 

<il Cha pter 1 deals with trend of, 
erev enue reoe i pts, cl ass if y i ng the11 
broadly under tax revenue and non:..tax 
revenue. The var i ations between the 
Budget estimates and a c t uals in respect 
o f the pr inc i pal heads of revenue, the 
position of arrears of revenue etc. ar e 
also discussed in t~is chapter. 

(ii> Chapter 2 to 9 set o u t certain 
cases and points o f interest which came 
to n~tice durine the audit of Sales 
Tax , State Excise . Ta >i es on vehicles, 
goods and· passenuers , Sta111p Out ies and 
Registraton Fees , . Land Revenue, 
Electricity Duty, Tax on purchase of 
sugarcane and Non-Tax Receipts. 

(xi ) 



• 
.. 



• 

OVERVIEW 

An overview of important and in­
teresting points included in the Report 
i& given below · 

J.Gsnsr11l 

( i > The total revenue receipt• of 
Govern•ent of Uttar Pradesh durinC the 
year 1988-89 a•ounted to Ra.5652.20 
crore&. This comprised Rs. 2065. 74 
crorea tax revenue and Rs.704.65 crores 
non- tax revenue. The balance R• 
2861. 81 crore& represented receipts 
from Government of India (share of 
divisibte Union taxes:Rs.1766.09 crores 
and grants-in-aid: Rs.1115.72 Crores>. 

CPara 1.2J 

<ii) At the end of 1988-89, 7,42,340 
Sales Tax oases were pendlna for 
as&essment&. Of the 3,44,140 case• 
assessed durina 1988-89, ••••••111•nt of 
1,41,218 cases C41 per cent> was made 
during the last quarter of the year. 

, 
CPara 1.5 CaJ & tbJJ 

(xii) 



(xiii) 
(iii) Uncollected revenue at the end 
of 1988-89 was R•. 951. 74 crores under 
Sales Tax, Rs.32.56 cror•• under . Land 
Revenue, Rs. 10.211 OT· ~.· under Tax on 
Purchase of Sugarcane and Rs 6.98 
crorea under Receipt• from Forestry and 
w·Ha Mlfe. niis100.n.i to -1st.~ 'l''i1'1o 1A 
; oq .H n1J ni bebuloni e.1n.i.oq ~· ·:.t~a·u;j 

; w•qp.azia. ~1~6:Jl 

( iv> At the end of June 19·a~'w1855 
Audit Inspection Report• <i•sued upto 
Decembe-r ~~'966>""'' cetttain' n111 j soso objecH 
t ib-nsi: ahcf'f:f nQo.Pv·i nc revenueu.o f.t lR&".<82::.-000 
c-r"Ores".....,ere ·outstand•inft fofi-d Ut.~.I ementv 
wi ~U{ : var l1cius b t1•pa1St11entS!.' ~ Jn r9':&'pec,t 
of '41~ i ·ns~pe'C<t:.iJOnb :?epOT-t.sv even •M'lt1rt"' 
replies hai:l "' not rf6een rec~dved1 froai -th•1 
cf"tipa"rtment& J~Jnc-a""!q 1 ~ ~i L6.lfJtl .... 
-., ~ .. ri1.} AJibn! "E) jrtF"'.: '•"'J){) ::JC =, 

70'H> qn.ae· · .~~=~a"',;; 4 ~c; tl'..n• i J.~6.:J. 
! "'~·.o-r \ a.t .t 1 af ,. ·}n1 '18 bnE 

<v> Test audit conducted during 
1\g~a ee- - r-:evealed under a•sessment• and 
loss of revenue aggregating to Rs.43.47 
crOT.&S •• '\ ' 'h1eiielre t atecb ~ Sales 1Tat><· 
CR'S. 3. '8111 'er'O'tes ri,"l:~•Sta ten E«e·i ••JS f Rs 4)).~_4-. 
c rore» , J+< -'TaX:eti' oarf JV eti'it: I••, :a G-odf;i1Ji1ld 
Passenglt~s <Rl;. 1eeo6el'brest ;i .JStamp.-.-J)~ty 

and> i Reg)t:s tr-ll-bi'on 'l :F~e• to ( R1N;0 .. --22 8;ZSore > .• 
Land· 'IS9 '\'Rev~nuei '!o.:J ·.Cbr- O: 5.6 1 orf.,crpre,) .~ 
Electricity Duty <Ra.0.34 crore>, Tax 
orf d 1Pu~cha•e ~ .0-f ~"?S:U.garcane (Rs. 2. 02 
crores>, Fore•t Receipts <Rs.31.29 
crores> and Other Departmental Receipts 
<Rs.2.39 crores>. 

<
1
vi> Thi& report inoludea representa­

tive cases of non-levy/short levy of 

.. 



, (xiv) 
tax , duty, fees, royal t y, interest and 
p~natt~ · e\cf~ and findings ~f thr~e 
reJie'~it-; 1 friVa~{ng f~inancial ef f ect of 
R·s .' !&'!137 1Jcrorl s ·; no t f eed dur i ng test 
cthi8'f<! 9 f n by955 .!'.:ltj9 ;:.arid earlier years. Of 
tht&' / unaS jted assess'ments of Rs. 3. 17 
cror"'ij"s1 .... 'W~le 9 1...c"c:afpti:Jlt' ' by the depart­
ments, out of which Rs.0.23 crore were 
rG'b'b~ e~ed"l'1 13t'1_' l November 1989. In 
respect of the balance amount of 
J\~. ·i~. Z1.9 ~8f"~r~~ ... ~~ ccimnten\s If i na l ~ ~ep 1 i e~ 
of' '1!-ffiPV8epar .rmeR~r1- r ·1 Government have 
not been received <Novembe~ · 1989). 

2 ~ §iti f.si' i ,.:,a•,} 

Pff~ ·co A ncr~v1i.:Sw~ ; on •exemption's . from 
s.~r-eeett.ax ett I rrfeW . i ndU& trial Uni ts'·r-
ri@fi f'ed' "the ~tlcYl I~dw:ln-g: · .J ·-;!i.wr.a · 

b 0 j ! " iH) '! C! lhJ . I ~- '/: 0 

(-a) 6 cf\/1 of 214~ ·· units which had com­
prfi tf• •d · ~·h~"·exempt l orl period by March 
1-9'&8','< gs UO'i ts ''') t 351 pEfr ~ rent>. were 
c 1'6S1Eid 01e1i t'l1Efrq during t he per i od o f 
exemption or thereaf tar; of · the 
remaining 151 units, 94 units were 
stfo~i~g $de~r~~ing turnover and only 57 
uni ts < 23 per cent) were opera.t _-
fo,'t Sfu :i(ooa e tifliape !• H) ~"- 1 ' 

u.Ei :>a 'l q bedi··o<?F•'lu 10 ! - •• 

-6 l 3e'1 lo ~n in5~D ~ <P•r• 2. 2~ 51 
• ('\"~et v'I.sun.r- \.. ~ ~ ' 
fti> '" D~str1ic'ts'l t\wni1on were· i ndustrially 
l:>a1C:lfwarll f:al:f.Jl~ 1 tobi"att ract new unitS­
d-espi~t-e ·e-xeliptioni11 for lon ger period 
pr'o v i ded u nd'"e·iO -=tne, s ·eh e me--. 
a , G ,;s .iii!: l ~· -> - b , 

.<:tnh.; · • .s:;.. . " <Para 2.2.61 

<c~ > it:'elay ... in ~deciding on applications 



(xv) 
for e xemption entailed huge l oss o f 
revenue. Out of 516 a ppl i c a tions f o r 
ex emptions whi ch were u l timately 
rejected, 176 units had enjoyed benefi t 
of Rs.12.20 crores before the ir 
requests for e xemption were rejected . 

<Para 2.2 . B J 

<d> Irregular e x em pt ion granted in 4 
cases r e sulted in f orgo i ng a revenue of 
Rs.36.21 lakhs. 

<Para 2 . 2 . 9 J 

<e> De f e ctive cl a r ification by the 
Direc t o r o f Industr i es extending 
e x e mp tion to even un i ts with investment 
of l e ss than R&.3. 00 l akhs resulted i n 
loss o f revenue a mounting to Rs.6.32 
crores in case of o ne u ni t alone , which 
enjoyed the exempti on f o r 5 years 
instead of 3 years, a s provided under 
the scheme. 

CPara 2.2.12J 

(ii) In the c as e o f a dea ler of Agra, 
non- observance of p r escri bed precau­
tions, prior to the gran ti ng of regis ­
tration certificate (January 1977> , 
f aulty verif i cation o f persona l deta i ls 
of the dea l er, and failure to take 
promp t action on t he loss of off ice 
records, despite t he discovery t hat the 
firm was bogus, l ed to es tima t a d l o s s 
o f r e venue of Rs. 42 . 4 7 l a khs . 

<Para 2.3CaJJ 



• 

" 

• • 

( x vi) 

(iii> In Kanpur Circle , ir regular gra t 
of recognition certificate to a deal ... r 
manufacturing cycle seat leather tops , 
resulted in loss of revenue amounting 
to Rs.3.94 lakhs. 

<Para 2.4 . ( aJ( 1J1 

(iv> Two dealers of Kanpur <Dehat > 
purchased iron and stee l worth Rs.39.29 
lakhs free of tax du r ing 1983-84 on 
f9llse declaration tha t the good& were 
covered by the certif i~ate of 
registration granted to them under the 
Central Sales Tax Act , 1956 . The 
dealers were liable t o pay pena lty up 
to Rs.4 . 71 lakhs, b ut no penal t y was 

\imposed by the assessing off i cer. 

fPara 2 .5< .aJJ 

<v> A dealer in Ghaziabad C i rcle pur­
chased raw mater i als worth Rs .28. 02 
1 akhs free of tax f or manuf a c ture of 
rubber products but manufactured b e lt­
ings which do not fal I in t he cate cory 
of rubber products. Pe na 1 ty u pto 
Rs.6.72 lakhs was leviable fo r the 
misuse; but no penalty was i mposed. 

(Para 2.6(1 )(a.J J 

(vi) A dealer of Ghaziabad b 1por ted 
goods worth Rs.34.62 lakhs dur i ng 1960 -
81 from outside the State witho u t sub­
mitting the prescribed d ec l ar°'ti ons 
(form xxxi>, which attr a c ted pe nalty 
amounting to Rs. 13. 85 1 akhs wh ich wa s 
not 1 ev i ed at the time of as sa!i sment; 



<vii> A deale r of ' Kanp ur Circle availed 
exempt i o n u n sa l es o f Rs. 203. 04 l akhs 
on the basis of dec l a rat~ 2P~ whi~h ¥~fe 
found to b e f a l &e by t.h,e ~ dep~E~!9~rt 
but no penat ty wa s i mpo.sed "{biJe 
completi ng ass essmen~ , ,~ Pe~alt~ 
amounting to Rs .12.2Q lakhs was 4~pos~d 
by the d epartment Q~4 · ba i ng point~ 1 g~~ 
i n aud it. .c;, 1~z ';;;'Jj,1 '3~ 

il \<'! • ''· l~stl 
< PAlJf.t. ~ - 7<aJ<i f11_, J. 

,... "r1 .t •lei r ::tiltJ ·mi 
( viii ) Cons i gnme n t t ras f a r s of iron and 
steel amount ing t o R:.;.56. 56 l akh s made 
by a dea l er o f Kanp ur were found to be 
fake by t he d e par tment. t 't/l"e , a~&Bl'f& ir:is 
authority de te r m i n e~ h ~s . sal&i.fa=v;~t 
Rs.150 lak h s . T he sa l eR tr?l'.s ag~~ er.i 
was treated as i n ter -S ~~~~ sal~dY~~ 
tax was e rron aou a l y l e yi9 8 .at .,,. ~ ~1'f r 
cent ins t ead o f at . ~::- Jl9J' cen.t .• le~d 1 ng 
to short l e v y ,,, pf Rs .Ji, .,, l a'V:ls. Bes i des , 
the dea l er was a l es91 9g lh~b le . ~o ~~ P~Y 
penalty up to Rs. 9 lakhs, wh ich was 
leviable f o r concsal ment of facts, 
which was n o t levied. Addi tional 
demand fo r Rs . 6 lakhs was. raised on 
being poi n t ed out' ' in aud it . 

1 · • ~ 

1 8 
<Par a 2.~~1 

~ I 

<ix> In h i s acco unts fo r ·the year 1983-
84, a dea l e r o f ceme nt exh i b ited, t,h,~ 

sale o f c eme n t and s a l e of gunny b a g s 
separate ly . 1' ax o n the sales o f aunny 

• 

.. 



• 

1 
· • (xviii} 

baa•'·• amoun~t1i· ng to Rs. 256. 15 -l •akhs was 
levied at the'· rate of 6 ., l:>•.t cent 
instead of at 6 per cent (rate 
applicab"ftt to cement>, resulting in 
short levy of Rs.5.27 lakhs. 

""rlad J .. lPar• 2.14Ca)' 
10'11 r\'< '· 

( x> In; Sale§ ' Tax ·circle, Pllibhit, in 
the "': case of an ~ ;ie•essee ( rore&Jt 
Department>, tax .?. Htvi'able ~ actua lly 
amounted • ' t 'o Rst. 2 4tl id9i 1 l akhs, ·~ due , to 
calcura:tion mis'ta·kC&-> wlii& oomputed as 

~R's•. 20\ -·50 1 akh&q -' o 1 ead i ng to short 
-a'll1ie's•·iient of 'R~. 3 ~ 59q ... 1akhs.. Demand 
f 'or'"' Rs.'3.59 l'akll'~ wailb~ised on be ing 
pointed out i n aud it. 

< e - .. 
<Para 2.16CbJJ 

3. S ,ea:te Excise ,, .I"' 
b'l •., 

ti> ' · Ao:senoe• o'f any t<ime limit for 
sub~issi on ~of wastaa• ~statement& and 
issue of re.covary order<s·, led to non­
rea l i sat ion of duty 1 0~4transit wastages 

~ o~ splri.¢.s •in excess o'E the prescribed 
liai ts, Ulounting to Rs .i , 6.95 lakhs in 
respect of four , distilleries. eve,n 
after 10 years in certain cases. 

<.) " <Para 3.3) 

~ 

<ii> On excess wastag~ of 13,115.95 
A.L. <Alcoholic Litre> excise duty 
amounting to Rs.7.21 lakh& W$S not 
realised from the handlin& agent of 
West Bengal in respect of export of 
spirit outside India. The department 



(xix) 
issued demand notice to the agent Qn 
being pointed out in audit. 

<Para 3.4) 

(iii> A distillery at I>ehradun failed 
to supply 5.16 lakh litres of spirit 
demanded by the retai I vendors in con­
travention of the terms of contract. 
The distillery was liable to penalty 
upto Rs.90.66 lakhs in terms of the 
contract but no action was taken to 
this effect. On the contrary, contract 
for supply of spirit in the subsequent 
years was awarded to the sa•e dis­
ti 11 ery. 

<Para 3.9J 

<iv> At Etawah, an amount of Rs.25.16 
lakhs <Rs.3.16 lakhs in cash and Rs.22 
lakhs i n bank draft) was received 
towards advance security on 27th f'tarch 
1967. Of this, an amount of Rs.3.16 
I akhs wa s deposited to Government 
account af ter a I apse of 3 months and 
19 days, while bank draf·t of Rs. 22 
lakhs was not credited to Government 
account till November 1969 although 

• 

under the ru I es, it was required to be • 
deposited on the &ame day or next day. 

<Para 3.10) 



( x x) 

4. Transpor t Depar tment 

(i) , A review on •assessmen t and 
collection of Passenger Tax • revealed 
the following: 

(a ) Contribution of Passen1er Tax rev­
enue to the total Tax Revenue of the 
State indicated a declining trend. 
Increase in Passenger Tax receipts over 
the period from 1982-63 to 1987-86 was 
not commensurate with the increase in 
number of bu•e& and hike in passenger 
fare over th• same period ; the short­
fal l was to the extent of 95.5 per 
c e nt. 

<Para 4.2.SJ 

<b > Delay in promulgation of minimum 
rate of fare by the State Transport 
Authori t y deprived the State· Government 
of rev9nue to the tune of 
Rs.13.26 lakhs. 

<Para 4.2.6Ci1JJ 

Cc> Non- assessment of pa~senger tax on 
basis of fare for ful 1 route leng ths 
resulted in short realisa-

• tion of Rs.7.23 lakhs . 

<Para 4.2.BJ 

,. 



'· .; (xxi) 

< d > N on-as&-&:Ssmen t.s.~fl 'C1 .. passente.ir.L·-tax • £or 
the entire permitted route resulted in 

bn'9hor-t . r'ea'l -is"cf.tionnrof -~ • ..,·amounting! ) to 
' R§.11o: se l'akhS'3!rne ... ' 1 ·J::. :o 100 

• ~; t WO I • <:\: Gth 
l Para 4. 2. 12. J 

·v9~ xsl ··e~nQ.,r. ~lo 'H''! •• :i• .·;o::i, 
~rq e >"' o D9'l 'ayu<:>m hsu&.S of »,pfl"rmi t• 'l .Qfl~ 6 
• !.>rl fh't·er-Sta te I :>~~outes bo.:: bet't••n ~ u. t tar 
~] P~aae•hQahd Maahya PDad••h rdep~ived the 
a..,, S talie ,... tl\ti'ov•i' niiien t 1of,;;o'l ftaltltfitnC•r · tax 
n; amo'\ln'>tlim1guto~ Rs . 1'7. 88 h.akihlli<" naram~ 
"! g r ~ · ~'lq r1 f .,,.if,. t1r;.o all))auc.1 ~ 

-.hurl? erf.1 . • '"'? 'HJO 9"1nl::P.-J'fa 4. 2,. 15 ( 1 J J 
• t :: .,e Jn-:. 1 I(') 
(f) As a result of lack of control and 
monitor i ni over remittance• of passen-

' :·~ ger · tilx due to the State f ro11 o t her 
State/Union Territo r ie•, the Delhi 
Transport n 6orporudo-f? 1 remitted only 
Rs.150.00.J.s.tEakhs -a:gainst Rs . 226.35 

t I akhs d~e, 

"' rr ~ 
lPara 4 . 2.161 

{ • t ti•Pl Finalisation of lump •um agree­
ments for payment of passenger tax on 
fares which were less ,.· than • the 
prescribed minimum in re•pect of 16 
routes in Azamgarh, Barei l ly, f'lirzapur 
and Varanasi reiions resulted in •hort 
levy of Ra.3.93 Jakh&. 

<Para 4 . 3laJJ 

( i i i ) Non-revision of lump sum a gree­
ments in I ieu of passenger t a ){ , in 
respect of vehicles plying o n two 
routes in Jhansi region, even ~f ter 

, 

• 
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receipt of de~'\.~tmen'ta l "s°~~vi~··~ r~'por t 
in January 1987 resulted ·n 

1
shf rt levy 

to the extent of R;;' :'2;.25·t 1ak9is: 'O ,_.-

'IH•D. ~. , f.Par~'"' 4. 9<a> > 
[' 1- - ~C.I )·l CJ. • d " 

s. Stamp 
Fees · 

Du ti e si ... riiJ. n d Reg i s
1·t r a t i on 

l 

~ .,~ ... 

"'r':toue' to under-valuation of ' 1
1
ands ,and 

...,, n ' 
buildings, stamp duty was short levied 
i q, it 0 ca~ e ~q_ to the ex ten t of Rs . 1 • 7 5 
fAl<m. ' £.

1 AdBitional Stamp duty of 
Rs. 1.74 lakhs and penalty of Rs.1.41 
I akhs wer~1'm Tev i<ed in these cases on 

, ~ I 
being pointed out in audi ·t. 
;, r 

0 <Para 5.2) 

6. Land Revenue 

In respect of dues recovered on 
•behalf of other bodies by issuing 

recovery certificates, W~ I 1 ect ion 
charg es amounting to Rs.6.10 lakhs 
were not realised. 

<Para 6.2J 

, ... 

l' . ' 
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7. Other Tax Receipts 

A - Electr1c1ty duty 

A review on •Realisation of elec­
tricity duty and fees• revealed the 
foll owing: 

(i) About 90 per cent of the total 
amo\..mt of electricity duty is realised' 
from the Uttar Pradesh State Electric­
ity Board. The duty is not being 
deposited by the Board in the manner 
laid down in the U.P.Electricity 
(Duty) Rules, 1952. There is no system 
to verify the correctness of the amount 
of duty paid with reference to the 
number of units consu~ed. 

<Para 7.2.6J 

(ii> Electricity duty amounting to 
Rs. 24. 77 1 akhs was short rea·1 i sed due 
to incorrect application of rates in 
case of six appointed authorities , one 
1 icensee and two distr i bution~ 

divisions of U. P . S.E.B. 

( i i i > Elect ri ci t y 
Rs.9.75 lakhs was 
supplied free d f 
p e rsonne 1 by 
a uthori ti es. 

<Para 7.2.9J 

duty amounting to 
not lev i ed on energy 

charge to defence 
four appointed 

(~Para 7. 2. 10) 

li-v> In t en d istr ibut ion divi sions of 

• 
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U.P.S.E.B • electricity duty amounting to 
Rs.8.78 lakhs was not levied or was 
short 1 ev i ed on consumption of energy 
for street light and public lamps. 

<Para 7 . 2.11) 

Iv) Electricity duty amounting to 
,Rs.7.04 lakhs was not levied on the 
energy sold for consumption in the 
residential colony of a 
Central Government Undertaking. 

<Para 7.2. 12) 

<vil Recovery of electricity duty 
amounting to Rs.75.43 lakhs was pending 
in respect of one appointed authority, 
one I icensee and 22 other persons even 
after delays ranging from 10 
months to 25 years. 

<Para 7.2.13) 

<viil Interest amounting 
•1 akhs was not charged 

to Rs.76.17 
on belated 
electricity 

• 

payment of 
duty by three licensees. 

<Para 7.2.14) 

Cviiil Interest amounting to Rs.1.76 
crores on belated payment of duty upto 
March 1975 has not been paid by 
U.P.S.E.B. interest of Rs.3.44 crores 
for the period from 1975-76 to 1979-80 
was waived by the Government, though 
there is no such provision in the Act. 

<Para 7.2.15) 
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tix l P~rl_q,d, }..cal ins-pect~ o ns 1and_. !;e~ting 
<=it electrip.~1.~ instal latjons ~ w,~,s cai:~;~~ 

qut. .o.n I y- o:to., ~P.!=lq r.f=txt.~t of 16 J Rer CEflJ~h 
Non-insP:,e,o.-<>t 1io,n,; 1 0 J of., :.f(l~ i~st~~l~t.i~flS 
involved safety risks and hazards apart 
f. IlO!ll • ""'_n e;:t ,sl,.Qp;s o f r e v e n u e o f Rs • 4 • 7 6 
crores which would have been realised 
by war~ ofm..i@.-.s,pect.i.Q~ fe~.fi ..' ':'i-;:to•::d-i "; 

1 1 io be; •r:! -ton i>£W i?!rf~""l t. .7 fl . 
i n. ilOiJqrnoc.no.J lo ~Patrf'i..> a7.2~ 1.la~~ 

ij.Tax q~ purchtt~ o9£ suga~9~~ i2~1 
l?1·l'!,_,j, 1...~v .rP:Jmn;avuO 1,.,~~n'"'-

Purchase tax amounting to 
R s:-:~ d'tl, - 1 ct,k~ \Was not paid by a sugar 
factory on 1,45,056.40 quintals of 
!\_1..!g,V'caner ,gil'-P.;W rq ; in f ii9to1'.Y ~S c, 9.!'f Q far mf? 
a.Q,d b\.\~~d ;::~Q:r cl":iJ.,~u~,~.q_rr .~~ ~ga.~ 1· • .J n,.1.,r.-:~ 

'( i oniu.6 l>e1nrr.1qqr:. ;;no ~o . l"ll'.\"'01 n.1 
l'!a •a C?no;;\'!eq ·1e~·uo S:S bn.s s\.'2 1i'~f'fl l 71!!1 /irl 
Ot mo1\ ~ni~r1s1 es'(Gl1-lb Hd'ts 

a~ssx 2~ oj srijnom 
B. Forest Receipts 

1.. : ""'"~C\' 
< i l Rates of royalty on the forest 

~.~ce. 1 at!- J ot1~PJ nu~s t~~""., ~~m N ~ g4Ql 
d1\1i~ ~ng 8~~ 83 i-.. 9 ~.A...ll'Eb ~ ~~ed c~.c; J:IY - ,, ~~e­
d~ija_Atme11ti f.lby allowin}g, increase ;Qll~,.0 ~0.~ 
orig i na 1 rates a r-i li\?,t..e~a.P f •. ,Q{ '"i 4 O[l '( tb~ 
revised rates of 1981-82 <incorporating 
~OCif ~~s.e q!"l..._-4:.! \ 08 per cent> prescribed• 
by Government in April 1984. The 
ro,,)\"s.tta k.lft r ~s u ! ~e~ r.~ J:o.s.,s J Q.l• e Ji ev enue : Qt 
~~;38,. 19) 1 ~·kh~ ri tj ur i rjg b rl .9~?s-~3 n !-o · J.l:Hn'"' 
8.[>·· '.:l\ctG!<i tipJt~-l d§1mfind~ 6 r(or .~Rfi, -1 15,~ >i 9'1i 
l·'°-.khs. . ~~pto ;;i~ 19.85 ..,,~~>ta i n\fter ~a JI:~i s;ed 
<tAfai11s.:~ _,,,thl}t ..- - ( C9r PQil?A t;. i Q:Qi r H P.fl nri pe iog 
1?~i.n1t.i~d ou.1;.,. :in audit.er!) -~ '"'av Ji..: as .. 

_,.,..,. >'l'l n, -~~ • J q rl.Ju J1 .. t"''lai-+ 
<Para B.2liJJ 



.. 

• 

( xxvi) 

Ciil _ l ':\ ,,f.i.,,v~ ~ fore~t ,,divj ,s i q n s. .. .. f o B 
collection of t en'd'u ·· patt~ o"'f ··· 1s87 
s~,g.P,_on rp>'.a,l~ty pf fls •,,/~~~· 36.:t l ~ktµ,;, was 
Pi~ ab \ e " ii.ni a ~h r ee1 "' Jee.Yt l m~p t~ .j. ,..Wa'l th1e, 
ag,~l\lt.2 .: A.._gfl,irtp,)t, th~~! r<t¥.t,t.,ty Hr?Jua lJ.,!'-; 
pa:id WC!-S Jf~ 234 •• Q~ .- ~ ;~ ps _ Ol'\ b)f:, .s-; .... No 
ac_t ion _, w~s110 isif ti ~~Efd . J'9mn {~Se~ e ~ ~ s t ,he, 
balance amount of royalty of .~./h,,·JP4:3-Q2.fl 
l akhs and Sa 1 es Tax of Rs26. 64 l akhs . 
B~i~e11. , 11sqt,.amp duty of Rs.44.49 lakhs 
could also not be realised because of 
no.n.,-,:9X:.f't;C}J.t ion !I< ~ 81 ...., a.g,~ eemi=rnj , n 1 thq~gti 

r~q,u.i 1red0 .~pd,?~ r } he ,,!R'AV3~,.., '<-U'- t.l!'bjo 

a<l~c.;..! 1o :_::.-qatJ~ ni ''lJr!'3 bg·,.e1 _-, •. 
+rtem1 ~a9f:: i.<rfj vd c- • ..,~ -. • < Pjl_A~ r!!~ · ~ ~ 

! f '-' 1 "'l. '·' l _ 1 .... !".". ~ 4 ~ e P e; S I J 
Ciiil In three fores t divisions, 
i\n~9irre.c,t <' l estimation of outturn 
resulted 1n loss of royalty amounting 
to.:J,R.Ji. · 2,~ • . 6 ... 5 l ~~ trn · ~I ( . t ;C 0 ., n I Ill 

.~n.t: rit.... \.of-. 

be'"r;:,UQ' '"' 

c:o~ ·u;•; .:> 
ion· -a .. e.., 

... u, bei-:1Go .;'-1c~ .f :-·'us~ 
Ci v > In five forest d i,v; i-~\_qq~, 1 ~~o ~J.:Sa'~~ 
deeds were not executed with al I ot tees 
fi~ . lG sa l. ~ q, , of forest produc e, which 
rf1sulted in loss of revenue amounting 
to Rs.14 . 43 lakhs by way of stamp duty . 

<Para 8 . SJ 
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9. Other Departmental Rece1pts 

Ci> In five Tubewell Division!I, delay 
in repairs of tubewel ls deprived, on 
the one hand the cultivators of 
irrigation facilities, while on the 
other, Government 1 est revenue of Rs. 
3.06 lakhs. 

<Para 9.2> 

<ii) In ten pubic works divisions, 
stamp duty amounting to Rs. 18. 89 lakhs 
was levied short in respect of lease 
agreements executed by the department 
with lessees for collection of toll. 

<Para. 9.7J 

<iiil In two Public Works Divisions, 
departmental charges amounting to 
Rs.7.30 lakhs were not recovered on 
deposit works carried out 
by the department. 

<Para 9.BJ 

• 
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(ivl In three Agriculture offices, 
variation (shortfall I between the 
estimated and actua I produce of wheat 
and paddy during 1985-86 and 1986-87 at 
the State owned farms was in excess of 
the permissible 1 imit of ten per cent, 
which resulted in shortfal I in revenue 
to the extent of Rs.13.80 lakhs. No 
action was taken against the Farm 
Superintendent to recover the loss as 
contemplated in the instructions 
issued . 

<Para 9.14) 

<vi Due to irregular grant of subsidy 
on sale of fer ti 1 izer beyond the date 
of its withdrawal, Government suffered 
a 1 oss of revenue amounting to 
Rs.8.25 lakhs. 

IPara 9.15J 
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CHAPTER 1 

GENERAL 

1.1. Trend of revenue receipts 

The total revenue receipts of the 
Government of Uttar Pradesh for the 
year 1988-89 were Rs 5652. 20 crores, 
against the anticipated receipts of Rs 
5173.69 crores. Increase in total 
recs i pts during the year over the 
receipts of 1987-88 <Rs 5331.93 crores> 
was only 6 per cent as against the 
corres;ponding increase of 28 per cent 
of the previous year. Of the total 
receipts of Rs 5652 . 20 crores, revenue 
raised by the State Government amounted 
to Rs 2770.39 crores, of which Rs 
2065. 74 crores represented tax revenue 
and the balance Rs 704. 65 crores non-
ta x revenue. Race i pts from the 
Government of India amounted to Rs . 
288 1. 81 crores. 

1.2.Analysis of revenue ·receipts 

<a> General analysis 

An analysis of the revenue 
receipts for the year 1988-89, 
alongside those for 
years, is given below: 

the pr aced i ng two 



(2) 

1986-87 1987-88 1988-89 
Cln crores of rupees) 

1. RevenufiJ raised 
by the State 
Government 

Cal Tax revenue 

Cbl Non-tax 
revenue 

Total 

I I.Receipts from 
the Government 
of India. 

Cal State share 
of divisible 
Union taxes 

<bl Grants-in­
aid 

Total 

1528. 60 1988. 66 2065. 74 

502. 11 631. 39 704. 65 

2030. 712620.05 2770. 39 

1427.611786.791766.09 

713.32 925.09 1115. 72* 

2140. 93 2711. 88 2881. 81 

III.Total recei- 4171.645331.935652.20 
pts of the 
State <I+II> 

* for details, please see Statement 
No.11-detailed Accounts of Revenue by 
Minor Heads in the Finance Accounts of 
Government of Uttar Pradesh 1988-89. 

• 

I 
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JV. Percentage 
of I to I I I 

(3) 

49 4S 

(b) Tax revenue raised by the State 
Govern•ent 

Race i pts from tax revenue {Rs 
2065.74 crores) during the year 1960-89 
cons t ituted 75 per cent of the State's 
own revenue receipts \Rg 277 0 . 3 9 
crores) and registered an increa5e of 4 
per cent over the receipts of the 
previous year 1967-88, viz , R~ 1968.66 
crores. 

An analysis of tax revenue for the 
year 1988-89 and for thw preceding two 
years is given below: 



( 4) 

R~v"nue Head 1986-87 1987-88 19~8-89Jncrea­
se < + l 
decrQa­
se < - l 
in 1988 

2. 

3. 

4. 

5. 

( ll ( 2) (3) ( 4) 

-89 with 
raferwnce 

to 1987 
-88 

( 5} 
(In crores of rupees) 

Other Td.X91i 
On Income 
and Expen­
diture* 

0.02 0.01 (-)0.01 
(50} 

29.48 35 .75 35.77 (+)0.02 
<O. 06 l 

St a11p» 
and R"-

174. 11 250.33 251.77 (+}1.44 
( 0. 6) 

gistration 

Taxes; on 
lm111ovabl0 
Propertias 
othsr than 
Agri cultural 
Land 

o. 13 0.07 (-)0.06 
(46} 

St-.t " 
Exci•e 

228. 11494.15 338.24 (-)155.Sl 
<32) 

•Receipts und ~ - this pertain to taxes on 
Professions, Trades , Cal I incs and 
Empl oymliitnt. 

• 



(5) 

6 . Sales 
Tax 

716.28 799.42 947.00 (+)147.58 
( 18) 

7 . Tax on 38.51 
Purchase 
of Sugarcane 

37 . 38 27 . 16 (-) 10.20 
127) 

8 . Tax on 
Sale of 

102.11 117.23 116.03 (-) 1. 20 
( 1) 

Motor Spi­
rits and 
Lubri cants 

9. Taxes on 47.29 5 1. 12 ~9. 84 (+) 38 . 72 
Ye hicla s 176> 

10. Taxes 9 5 . 6 3 108.23 125.07 (+ ) 16 . 84 
on goods <16) 
and Pass;engers 

11 . Tax ~ s 36.2 1 41 . 78 62.00 (+) 20 . 22 
and Duti~s (48) 
on Elec-
trir.Jity 

12. Ot h er 60.87 53. 12 72 . 76 (+) 1 9 .64 
Tax e s and ( 3 7 l 
Duties on 
Co mm o dities 
and Services 
Entertain-
me nt Tax 

Total 1528.60 1988.66 2065.74 (+)77.08 
( 4) 



! .; ) 

<In the la•t colu~n, figures 
within brackQt& denote perc•ntage> 

Growth in tax revenue over the 
pr9vious y~ar, which reei•tered an 
increase from 18 per cent in 1986-87 to 
30 per cent in 1987-86, h-.s come down 
to 4 per cent in the year 1988-89. The 
m;a.in reason for this dece'eration was 
the f-. l 1 in rev enuee under the heads 
statli Excise <Rs 155.91 crores) and Tax 
on PurchasQ of Sugar-cane <Rs 10.20 
crores), reasons for which were not 
mad9 available by the departments. This 
was partly offset by the substantial 
incr~ases under other major tax 
rlicei pts except under the head Stamps 
and Registration, in respect of which 
the increase was nominal (less than one 
per cent>. 

(c) Non-tax re•enue of the State 

Receipts from non- tax revenue C Rs 
704. 65 crores > during the year 1988-89 
constituted 25 per cent of the State's 
own revenue receipts <Rs 2770.39 
crores) and registered an increase of 
12 per cent over the receipts of the 
previous year 1987-88 CRs 631.39 
crores) as against the corresponding 
increase of 26 per cent over the 
receipts of 1986-87 

An analysis of non-tax revenue---.for 
the year 1988-89 and for the preceding 
two years is given below: 



(7) 

-
Revenue 1986-87 1987-88 1988-89 Increas e 
Head I+)/ 

Decrease 
( - ) in 

1988-69 
with 

reference 
to 1987-88 

Cin crores of Rupees ) 

1. Interest 213.66 295.58 234.54 (- )61. 04 
Receipts 1211 

2 . 11isce- 48. 17 66.60 106.67 (+)40. 07 
11 aneous (60) 
Ge neral 
Services 

3. Edu- 12 . 30 21.02 16.33 ( - ) 4 . 69 
cation, (221 
Sports, 

, Art and 
Culture 

4. Forestry 76.99 100.80 78.18 (-122.62 
• and W i Id 122) 

Life 

5. Major 44.42 17. 16 30.39 (+)13.23 
and Medium <771 
Irrigation 
Projects 

6. Minor 12.41 11.60 16.30 ( +) 4.70 
Irrigation !411 



(8) 

7. Others 91.96 118.63 222 . 24 (+)103.61 
1871 

Total 502.11 631. 39 70•.65 (+) 73.26 
(12) 

<In the last column, figures 
within brackets denote percentage. l 

The main shortfall, as compared to 
the receipts in the previous year was 
under •Interest Recei pts' IRs 61.04 
crores) and ' Forestry and Wild Life' 
<Rs 22. 62 crores l. There was, however, 
substantial rise under - Miscellaneous 
Genera. I Services' <Rs. 40 .<17 croresl 
and 'Others ' <Rs 103.61 croresl leading 
to an overall increase of 12 per cent. 

1 . 3.Variations between Budget esti•ates 
and actuals 

(al Th e variations between 
estimates and actuals of tax 
and non-tax revenue during 
1988-89 are given below: 

Budget 
revenue 

the year 



A. Tax 
Revenue 

B. Non- Tax 
Revenu'1 

(9) 

Budget 
Estimii\tes 

Actuals Varia­
tion 

Incr&iase 
(+) I 

Short­
fa l I<- > 

I In Crores of Rupees) 

1871.88 2065.74 (+)193.86 

577 . 73 704.65 ( +)126.92 

lb ) The break -up o f the variations 
under t he pri ncipal heads of revenue is 
given below : 

Revenue Head 

( 1) 

A. Tax Revenue 

1. Land 
Revenue 

2.Stamps 
&c Registration 

Budget 
~. stimates 

(2) 

Actuals 

(3 ) 

Vario.­
tion 

Increase 
(+I / short 

fa! I (- l 

(4) 

(Jn crores of Rupees! 

30.00 . 35. 77 ( +) 5. 77 

200.00 251.77 (+) 51.77 

Per 
cun 

tai:e 
of 

Vari a 
ti on 

10 

22 

Per 
cen 

tage 
of 

va r ia 
ti on 

15 1 

19 

26 

3. State 345 .50 338.24 ( - ) 7 • 26 ( - ) 2 



(10) 

Excise 

4. Sales Tax 880.00 947.00 ( +) 67.00 8 

5 . Tax on 116. 03 116 . 03 Ni I Ni I 
,.. 

Sale of Motor 
Spirits a nd 
Lubricants 

6. Tax on 27 . 50 27 . 18 (-) 0.32 (- ) 1 
Purchase of 
Sugarcane 

7. Tax~s on 55.22 89.84 ( +) 34 . 62 63 
Vehicles 

8. Taxes 112.32 125.07 ( +) 12.75 11 
on Goods 
and Passenger& 

9. Taxes and 40 . 02 62.00 ( +) 21 . 98 55 
Duties on 
Electricity 

10 . 0ther Taxes 65.23 72. 76 ( +) 7. 53 12 
a nd Duti es on 
co mmod ities a nd 
Ser vices-Entertain-
ment tax. 

B. Non-Tax Rsvsnus 

11. Interes t 191. 98 234.54 (+) ' 42.56 22 
Rece ipts 

12 Misce- 70 . 07 106.67 ( +) 36.60 52 
11 a neous 
General Services 



( 11) 

13. Education 25.60 16.33 ( - I 9.47 
Sports, Art 
&nd Culture 

14. Forestry 73.29 76. 16 (+I 4.89 
&i Wild Life 

15. M•jor iilnd 72 . 02 30 . 39 (-I 41. 63 
Medium Irrigation 
Project 

16. Minor 11.45 16.30 (+I 4.65 
Irrigation 

Variations under the heads 'Taxes 
on Vehicles' and 'Taxes and Duties on 
Electricity' under Tax Revenue were 
more than 50 per cent as compared to 
the budget estimates. Similarly, 
variations under 'Miscel laneou• General 
Services' and 'Major and Medium 
Irrigation Projects' were more than 50 
per cent as compared to b u dget 
estimates under the Non-Tax Receipts. 
Since defective estimation in framing 
budget proposals might lead to less 
than optimum mobi I isation of avai I ab! e 
resources, this is an area ri:Jquiring 
special attention of the Government. 

1.4. Cost of collection 

Expenditure incurred on collection 
of rec e ipts under the principal heads 
of revenue during the three years 1986-
87 to 1988-89 is given below: 

(-137 

7 

(-158 

42 



Revenue Head 

( 1l 

1. Land 
Reven ue 

2. Sales Tax 

3. Tax es on 
v&hicles 

4 . Taxes on 
Goods and 
Passengers 

Year 

(2) 

Gross 
Cr:d I ec­
tion 

(3) 

(in crores of 
1966-67 29.46 
1967-68 35.75 
1968-69 35 . 77 

1966-87 716 . 26 
1987- 68 799 . 42 
1988-69 947.00 

1966-87 47'. 29 
1987-88 51. 12 
1988-89 89 . 84 

1986-87 95.63 
ls.87-88 108 .23 
19&8-89 125 . 07 

Ex?Qnd- Per 
iture cen 
on col- tage 
lection of 

Exp 
endi 
tu re 

to 
gro 
SS 

Col I 
ecti 

on 
------- --

(4) ( 5) 

------- --
rupees > 

27.69 95 
33.95 95 
40.24 112• 

14. 74 2 
17 .50 2 
24.97 3 

1. 26 3 
1. 72 3 
2. 21 2 

0.94 1 
0.28 
0 . 29 

•Does not represent the expenditure solely 
for collection of Land Re venue. Plea se refer 
to the Sub-Para below. 

~ 
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5. Electric ity 1986-87 36.21 0.74 
Duty 1987-88 41. 78 0.91 

1988-89 62 . 00 1. 22 

6. Entertain- 1986-87 60.87 2.85 
aent taxes 1987-88 53.12 4.52 

1988-89 72. 76 7.07 

During t he year 1988-89, cost of 
collection in re spec t of Sales Tax and 
Ent~rtain~Qnt Tax increased by a b out 43 
per cent and 56 per c ent respectively 
ovQr the cost of col I action of previous 
year. 

As regards cost of co I I ect ion of 
Land Revqnue, the departme n_t in their 
explanatory note, stated that under the 
scheme fo r joi nt co l !action of all 
Government dues (as arrears of l and 
Reve n ue ) no separate staff is deployed 
for collection of dues other than land 
revQnUe and tha Am i ns of the department 
al s o collect other departmental,dues 
and taxes , besi des distributing various 
subsidi es and reliefs.Collectons on 
behalf of seMi-Govern~ent organisations 
and iilut~mo111ous bodies are al so 
underta)<Qn, for which col I ection 
charges are recovered by the depart~ent 
at thQ riilte of 10 per cent of the 
amount collect•d, which is also 
credited to the head Land Revenue. 

1. 5. Perf or•ance of assess•ent 
sales Tax Departaent 

vork in 

2 
2 
2 

5 
8 

10 
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(a) The number of as&8&sments due for 
comp I et ion and tho&e finalis e d by the 
Sales Tax Department durine th8 
a s sessment 1987-86, together with the 
number of as&essment& pending 
finalisation at the end of March, a& 
reported by the d e partment, are 
indicated below: 

1967- 66 1986-69 
( i) Number ofa.6sess-

11ents due for c o•-
pletion duri nc 
the yea.r 

Pvndi nC case& 7 , 41,316 7,73,293• 
Current c;ase& 2 , 94,697 3, 03,466 
Reaa nd cases 9,004 9,701 

Total 10,45 ,017 10 , 86,480 

(ii ) Nuabar of illiliiQ&lii-

aent s c ompleted 
dur i nc t he ywa.r 

Pendinc cillie& 3,05,725 3 , 25,136 
Current cases 11, 234 12,476 
Re11a.nd ca&es 5,630 6,526 

Te ta I 3,22,589 3,44,140 

• The openinC balanc e of 1988-89 , 
been revi&ed by the departmen t 

ha& 
from 

of 7,22,426 case& <clos i ng balance 
1987-68 ) to 7,73 , 293 cases . Addition 
50 , 865 c ases was stated to be due 
inc lusion of cases as a result 
s c r ut i ny of c ases. 

of 
to 
of 
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!iiilNumber of assess­
ments pending 

finalsation as on 
31st March 

Pending cases 
Current Cei.&&s 
Remand cases 

Total 

!ivl Percentage of 
disposal to the 
number of assess­
ments due f or 
compl _etion 

4,35,591 
2,83,463 

3,374 
7,22,428 

31 

4,48,157 
2,91,010 

3, 173 
7,42,340 

32 

The percentage of d i sposal to t he 
number of assessments due for 
completion is very low and at this 
rate, the arrears are bound to increase 
year af·ter year. The department wi 11 
have to devise ways and means to 
overtake this backlog and clear the 
arrears. 

(b) Ru&h of assess•ent work at the 
close of the year 

In both the year 1987-88 and 1988-
89, bulk of tha cases involvinU heavy 
tax effects were finalised in the last 
quarter of those years, as shown below: 



(16> 

Period 1987-68 l§H~~-89 
NumbQr Demands Number demands; 

of asse- rais&d of ass- r iased 
ssement ( In era- ess11ent Clncro-
f ina 1- res of f i na 1- res of 
ised rupees ised- rupees) 

--------------------------------------------------
Apri I 1,93,223 161. 20 202,922 
to 
December 

January 1,29,3(5~ 223.971t 1,41,218 
to March 

Total 3,22,589 385.17 s.~~.140 

* Figure5 have been r9vised by the 
de par tmen t. 

166.99 

243. 57 

410.56 

(c) Heavy incidencw of finalisation of 
cases at the tac end of the 
liaitation period 

As shown below, assessment case 
fina lised during the Y•ars 1987-88 and 
1988-89 inc 1 uded a high perc•ntage of 
cases (1987-88: 66 per c•nt; 1988-89: 
52 per c<!lnt> which would have become 
time-barr ed if not disposed of during 
the respective years. 

.. 
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Cases Yearwise Break-up of cases disposed 
final- of 
ised --- ---------------------------------
during Assessment Number Pe rcen-
the year to of a ge 
year which Cases 
ending perta i ned 
31st UPTO 
March 
----- ---------- ------------- ------
1966 196~-84 2, 11, 734 

1964-65 71,539 
1965-66 22,452 
1966-67 11 ,234 
Remand C!lses 5,630 

Total 3.22,589 

196 9 1964-65 2,13,566 
1965-66 80,197 
1966-87 31, 3 73 
1987-68 12,476 
Remand Case& 6,528 

Total 3,44.140 

The tendency to finalise larce 
number of cas•• at the fag end of the 
1 imitation period is fraught with the 
risk of loss of r•venue due to hurried 
asse••nu,nts, inadequate scrutiny of 
records and dealers becoming insolvent 
or un-traceable with the lapse of t ime. 
On the other hand, de 1 ay in 
f in;al isation of assessment cases al so 
results in blocking revenue <additional 

66 
22 

7 
3 
2 

62 
23 

9 
4 
2 



(18) 

dema nds raised durinC such assessments> 
t or a period r anginc from one to 4 
y ea r s, which not only affects the ways 
a nd means posit i on of the Government, 
b u t a lso results in accrual of 
fo rt u itous benef i t to the dea lers. 

( dJ I ncreasing pendency of assessaent 
cas es 

The number of pend i ng cases has 
bee n steadily increasing as would be 
s sen f rom the year-wise break- up o f t he 
assessments pendi n g as on 31st March 
1969, eiven below : 

Up t o 

A&se&sment 
year 

1983-64 
19e4-85 
1985-86 
1986-67 
1957-ea 

Cases reaa nd•d b y court 
f o r r e - assessment 

Tota l 

Number of 
cases 

'520• 
21,345•• 
1 ,69 , 493 
2,56,699 
2,91 , 0 10 

3 , 173 

7, 42 , 3 40 

• Al I c a $•& are stayed by courts 
•• Includes 2 1 , 140 cases re - opened f or 
assessmentlreasses&ment und er Sec tion 
21 of the U. P . Sales Tax Ac t 1948 and 
temaini ne 205 r e gu lar cas es are stay ed 
by Cou rts 

.. 
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The nece• s ity of overtakin g t he 
ar r ea r s a nd e xpeditious finalisation of 
7,42,340 pending cases a& on 31st March 
1989 can hardly be o ver-emphas ised , as 
rev e n ue inv0l vad in these cases c anno t 
be pr essed for reco ve ry un ti I the 
assessments are completed and demand 
no tices are se rved on t he assesses . 

Ce) Progress of appeal and revis ion 
ca&es 

P r ogres s of •ppaal and re vi s ion 
cases <Sa les Tax > dur ing the y ears 
1967- 86 and 1988-89 . as reported b y t he 
d e pa.r tinent , i s give n below: 

Ci> Nu•ber of Cases to be dec ided 

Appeal Cas es Revision Cases 
--- -------------- - ---- --- --- - --, 

1967 - e B 1988-89 1967-861968-89 

Pei:idi ng 41 , 747 56,e96 57 , 114 56,89 1 
Ca &e& 

Curr ant 5 6 , 188 54 , 609 18 ,253 17, 302 
Cases 

Total 97 ,935 1,13,505 7 5,3G7 7 4,193 

( i i ) Nu•ber of Cases dee i d ed. 

P ending 32, 92 1 19,065* 10.241 15,425 

*Number o f pend ing appeal cas e s shown by 
t he d e par t ment as 7 8 ,325 instead of 78, 6 99 ; 
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Cases 

Curre n t 6 ' 1 18 15,541 6,235 5,221 
Cases 

Tota l 3 9. 039 34.608 18.478 20.646 

(iii) Nu • bvr of pendinC Cases 

Pe nd in ti 8,826 39,257 40,000 41,466 
Cases 

Cur r en t 50 ,070 39, 068 16,601 12,081 
Casa~ 

Tota l 56.698 78.32 5 58.891 53.547 

di f fere nc e o f 5 74 cases is sta ted t o b e as 
a re~ u l ted sc r utiny of pend ng cases 

,,_ 



• 

.. 

,;2' 
Accordi ng to t he info rma \, i on, 

furnished by the Sa I es Tax de par tmo n t, 
the i •ar-wise break-up or the appsal 
and revision cases, pend i l g as o n 3 1-s t 
March 1989, was a~ unde r: 

Year 
Upto 

19A~ 

1984 
1 985 
1986 
1987 
1968 
1989 
I J anua ry 

1989 ) 

P ending as o n 31st 
March l969 
App&nl caee~ Rev i ~1 on 

C ll\ S ll::. B 

156 6,857 
1 4 9 3,852 
443 1.so.-

~. 943 ? • 6($ .., 
17, 057 9,949 
41, 164 13 . 5{!~ 

15,413 3 ,696 
t o Mar ch 

Total 78 , 325 53 , 547 

( f ) Progress of finaJi satian of ~iUH'!t~ 

of f rauds and evasions 

The table below ind icn ta!. t he 
position of cases of fr auds ilrd 
evasi ons detected, finali sed .l nci 
pending as on 31s t Ma rch 1 989, a s 
intimated by the sales Tax De pa rtmen t : 



Ca&QS Case& 
p1'1ndine det•ct Gt d 
at the durini 
ltegin- t h • Y li'!l r 
ni ng of 
15188-69 

e , 407 2,92 1 
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C.ases 
f inal i aed 
d uri n a; 
t h111 y g ar 
( A lllOU'1 l 

r a i s e d} 

4 , 161 
l fh; 3 Z .57 
croresl 

1. 6 Unco llected r e venue 

Cas es 
pend i ng 
a t the 
en~ of 
1988-89 

7. 167 

Detiil il & o f the- arr•a rs of revenue 
pendi ne c o ll ection At t he end of the 
year 1968 - 8 9 , as furn ish e d by the 
dep artmen ts , in r espect o f some 
r eee ipts heads a r o ei v8n below : 

fi> Silles Ta x-

Rs 95). 74 ·crores Cprov i s ioniil l > 

r emain e d u nco 1 I e c ted a s on 31s t Marc h 
1989, as agai n st Rs 7 63 . 6 9 crores 
(r&vised l on 3 1st March 198 6 ; t he year­
wi se details are given be lo~: 

Year Amount of a rr ear as o n Amoun t 

Up to 
1983-84 

31 s t Ma r ch of ar r e -

1988 1989 

{I n co r~ s of ru pees I 
137 . 19 130.69 
<i nclud e 
arrears 

I include 
arrears 

ars r•­
covered 
duri ng 
1986-89 

6 . 50 
(5 ) 

/"' 

) 



1984-85 
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of Rs 28 . 63 
crores more 
than 10 
years ol d 
i. e up t o 
1977 - 76 ) 

44 . 26 

1985-66 75 . 85 

1986-67 200. 15 

1987-819 326 . 24 

1968-89 

Total 783.69 

of Rs 35.04 
crores mo r e 
than 10 
years old 
i.e.upto 
1978-79) 

41. 05 

67 .37 

156.71 

3. 21 
(7) 

8. 48 
( 1 ll 

43 . 44 
( 22) 

202 . 98 123.26 
(38 ) 

352.94 

951. 74 184 . 8 9 

1241 

(Fig u res within brackets in the las t 
c ol u mn indicate per c entages of rec overy 
mad e d u ri ng 1968-89 to arrears as o n 
31 s t Mar c h 1988> 

T'- arr ears of Rs. 95~. 74 er ores 
we re ~ t he following stages of action: 



(a> 
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S t ag& of a c t ion 

Demand& covered by 
r ecovery certi f icates 
!excluding t hose sent 
t.o o the r States) 

Amoun t o f 
arrears <In 

crores of 
rupees) 

2 06.23 

lb ) Recovery &tayed by 

<i > Courts 
! ii> Government 

Cc) Recovery held up due to 

(i ) recti fication/rev i ew 
applica t i o ns 

Cii)dealers becoming 
insolvent 

(d) Amount likely t o b e 
written off 

le) Ot he r catego r i e s 

207. 12 
15 .58 

13.88 

2.34 

43.29 

(i) Outstandi n g against Gover- ~ 

ment departments 37 . 80 
<ii>Outstanding against 

transporters 79.91 
CiiilRecovery ce rtificates 

sent to other states 38. 11 
(ivl Demands no t fi na l ly 

determ ined for various 
administrative r e a sons 307 .40 

<v> Amounts payable 
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in i n stalments 

Total 

(ii) Tax on purchase 

Rs.9 . 19 crores 
factories and Rs . 1 . 08 
Khandsari unit s remained 
as on 31st March 1989. 
details are given b e low: 

0 . 08 

951. 74 

of sugarcane 

from sugar 
crores from 
uncollected, 

Year-wi s e 

Year 
up to 

Arrears p e ndini collection from 
Suear factories Khandsri units 

<In crores of rupees) 

1 9 8 1-82 6.48 0.69 
1 982-83 t o 1. 39 0 .26 
1985-86 
1986-87 to 1. 32 o. 13 
1988-89 

Total 9. 19 1. 08 

(iii) Land Revenue- Ou t of Rs . 32 . 56 
crores pending collect i on as o n 31 st 
March 198 9, reco ve r y of Rs . 13 . 2 0 c r ores 
had bee n suspended by th e Go ve rn me nt o n 
g r ound o f damages t o c rops o n a c count 
of n a tura l calami ti es. 

S i milarly , out o f Rs . 2. 0 9 c rores 
of la nd deve l opment tax pe nd ing 
collec ti o n as on 31st Ma r c h 1989, 
recovery of Rs .0.83 crore had been 
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susparyded by Government for the same 
reason. 

(i v) Entertain•ent Tax- Rs. 0. 10 er ore 
March 
given 

remai ned 
1989. 
below: 

Year 

unco l l acted as on 
Year-wise details 

Amount 

31st 
are 

of arrears 
Upto < In croresof rupees) 

1983-84 0.02 
1984-85 to 1966-87 0.03 
1987-88 to 1988-89 0. 05 

Total 0. 10 

The arrears were in the following 
Gtage of action: 

Stage of action Amount of 
arrears ( l n 
crores of 
rupees > 

<il Demands covered by 
recovery certificates 

<iil Recovery stayed by 
(al High Cour~ and 

Judicial Tribunals 
<bl Government 

<iiil Other stages 

Total 

• 

0.05 

0.02 

0. 0 1 

0.02 

0.10 

.. 

... 



.. 

<27) 

(iv) Forestry and Wild Life: Rs.8.98 
crores 
March 

remained 
1989. 

uncollected as on 31st 
Year-wise details are 

given below: 

Year Amount ofarrears 
(In crores of rupees) 

1983-84 
1984-85 
1987-88 
1988-89 

2.72 
to 1986-87 0.75 

1. 82 
3.69(Provisional) 

Total 8.96 

we re in 
nction: 

The arrears of Rs.8.98 crores 
the fol I owing statce& of 

<al 

( b ) 

( c) 

( d) 

(el 

Staee of action Amount of arr­
ears (In crores 

of rupees> 

Demands . proposed to 
be adjusted •eainst 
contractors' securities 

Demands covered by 
recovery certificates 

Recovery stayed by Courts 

Amount likely to be 
wr itten off 

Other stages 

6.88 

1. 15 

0. 65 

o. 12 

o. 18 
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Total 8.98 

1. 7. Writes off and re•ission of 
revenue 

Details of demands writ ten 
and remitted during 1988-89, 
furnished by 
given below: 

certain departments, 

off 
as 

are 

Depar t­
ment 

No. o f 
Ca s es 

( 1) Finance 

Sales Tax 12 

<2} Reve n ue 

Land Rev- 50 

Amount 
i n volved 
<i n lakhs 
o f Rupees} 

0 .05 

439.40 

Re maI"ks 

Reasons 
not indi­

c ated 

enue< inc lud i ng rent) 
Natural 

Calamiti ­
es 

1. 8. Outstand i ng 
reports 

audit inspec tion 

Unde r ass essments , f inanci a l 
i rregularities and defects in 
maintena n c e o f ini t ia l account s noticed 
in aud it , whic h are not settled on the 
s pot, are c o mmun ica t e d to th i:> heads o f 
offices and t o the n e x t hi gher 
d e par t me n ta l a '..I t ho r i 'l i e s t h r o u g h a 1; d i t 

,... 
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inspecti on repor t&. Tho more important 
irrecularities are also re ported to the 
head s of departmen ts and Governme nt. 
Half yearly reports of aud it 
objections , rema ini nC o~tstanding for 
more than six months , are also sent to 
the h •ads o f dapartmants and Governmen t 
for expediting their settlemen t. First 
replies to the audit inspection reports 
are required to· be s;ant within one 
month of their receipt . 

(a) The nu•b•r of inspection 
reports and audit objections is sued up 
to Dece11ber 198e, which w&re pending 
s ettlement by th• departments as on 
30th June 1969, alon~w ith correspond ing 
figure& for th e preceding two yea r s, 
are giv e n below: 

As at the end of June 

1. Number of 
outstanding 

1987 1986 

inspection reports 2,089 2,136 

2. Number of 
outs t anding 
audit objections 

3. Amount of 
receipts involved 
<in crores of 

5,219 5,302 

rupees> 5 8 .70 51.91 

1989 

1,655 

5,050 

62 . 03 
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(bl The table b•low indicate& 
receiptwise details of the inspection 
report& and audit objections issued up 
to December 1966 but remaining 
outstanding as on 30th June 1969; 

Nature of Receipt 

I 1l 

1. Land Revenue 

2. Stamps and 
Registration Fe~& 

3. State Excise 

4. Sales Tax 

5. Tax on Purc hase 
of Sugarcane 

6. Taxes on Vehicles 
Goods and Passengers 

7. Elec t ricity Duty 

Number of out-standing Year to 
which 
the 

earliest 
report 

per ta 
ins 

Inspe­
ction 
Reports 

(2) 

215 

352 

183 

409 

109 

69 

35 

Obje- A•o­
ction unt 

of 
revenue 
invol­

ved 

13) 

< In 
c rores 

of 
Rupee& 

14 ) ( 5 ) 

436 1. 25 1960-81 

765 1. 26 1961-82 

291 2.19 1981-82 

1195 5 .45 1960-61 

143 3.05 1980-81 

647 3 . 62 1979- 60 

48 0.37 1980-61 
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8. Entertainment Tax 12 12 0.01 1986- 87 

9. Pub I i c Works 56 208 1. 36 1984-85 

-.. 10 . Cooperation 17 21 0 . 06 1984-85 

11. Crop Husbandry 24 53 0 . 27 1965- 86 

'"' 12. Food and Ci vi I 
Supplies 23 53 0.11 1984-85 

13. Forestry and 
Wild Li fe 261 923 57.63 1975-76 

14. Irrigation 70 255 4.98 1984-85 

Total 1655 5050 82. 03 

( c) In respect of 413 audit 
inspection reports out of 1855, 
pertaining to the following 
receiptshec..ds , even first replies had 
not been receiv e d <as on 30th June 

... 1989) from the de pa rtme nts: 
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1. Land R•v enue 

2 . Stamps and 
Registrat i on Fee • 

3. State Exci &e 

4 . Sales T-.x 

5. Tax o n purchase 

(32) 

Number of aud i t i n s pection 
reports outstandin g as on 

30th June 1989 

3 yrs 
&c mo r e 

(issued 
up to 
March 
1986> 

( 2) 

4 

2 yrs Les s 
11< more than 
but 2 yrs 
less issued 
than 3 durinc 
yrs 1967-86 &c 

issued !98 6-69 
during 

1986-87 

(3) 

I 

3 

( 4) 

35 

2 5 

18 

8 3 

To 
tal 

( 5 ) 

35 

2 5 

16 

90 

o f Sugarcane 7 10 

6. Taxes on Ve hicles 
Goods and passengers 3 2 32 

7. Electricity Duty 12 12 

8 . Pub I ic Works 2 10 12 24 

9. Coopera t i on 8 1 9 

10. Crop Husband r y 3 5 5 13 
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11. Food and Civil 
Supplies 2 3 5 

'"' 12. Forestry and wi ld ... 
Life 14 15 66 95 

13. Irrigation 10 5 30 45 .. 
Total 40 46 325 4 13 

8 f\.G- 3 
/ 



CHAPTER-2 

SALES TAI 

2.1 Results of Audit 

Test check of the records of the 
Sales Tax offices, conducted by Audit 
during 1988-89, brought out under­
assessments of tax and non-levy or 
short- I evy of interest and penalty 
amounting to Rs 381.02 . lakhs in 1, 132 
c a ses, which broadly fall under the 
foll owing categories . 

Nu•ber 
of 

case& 

I 

A•ount 
C In lak­

h& of 
rupee&) 

1. Non- I evy or short- 279 120. 08 
levy of interest/ 
penalty 

2. I rregular grant 137 108.56 
of exe•ptions 

3 .. Application of inco- 146 82. 45 
rrect rate& of tax 

4. Non-levy/short-levy 108 11.03 
of additional tax 
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5. Tu rnover esca ping ass­
essaent and i ncorrect 
deter• inatio n of turno_ver 

74 

6 . Aritl1aetical • i &takes 6 6 

7 . Incorrect classifi- 81 
cat i on of goods 

8 . Other irregularities 239 

------
Total 1. 132 

------

9.82 

6.24 

6.05 

32.79 

------
361. 02 
------

A few i mportant cases not i ced 
durin g 
findings 
exemption 
mentioned 

19 89- 90 and earl ier y ears and 
of a r evi ew on sa l es t a x 
to new industrial units ar e 

i n the succeed ing paragraphs. 

2.2. Sales tax exe•ption to new 
industrial u n its 

2 . 2. 1. Introducti on 

Und er Section 4-A of the Uttar 
Prad esh Sales Ta x Act, 1948 <th e Act>, 
where the State Governmen t is of the 
opinion that it is necessary to do so 
for i nc reasing t~e producti on o f any 
go od s or for p romo tine deve lopme n t of 
industry in the S t a te gen e ra lly and in 
any d istricts or p ar t of the distr icts 
in particular, it may on app lica tion o r 
otherw is e, by not if icat i on , declar e 
t hat the turnover of sales in respect 
of such g oods b y t he manufacturers 
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th e reo f shal I , during suc h period not 
exce ed in g 7 yea r s from the data ·of 
s t a rti ng production by such 
ma n u fac turer , and subject to such 
c o nd itions as may b e specified, be 
e xempte d f rom sales t ax or be liable to 
tax a t such reduced rates 
as it may f ix. 

Go v ernme nt of Uttar Pradesh in its 
n oti f i cation da t ed 30th September 1982 
e xempted f i-om paymen t of tax for 
d iff~ren t periods (7 years for 11 
d is t r i cts in Region* •A•, 6 years for 
30 d istricts i n Region* •a• and 5 years 
f or 17 districts i n Region * •c• from 
t h e data of star t i ng production). 
tu r nover of sales o f new units 
es t ab I ished in the State with capital 
i n v e s t ment exceeding Rs . 3 lakhs. A new 
unit . to b e elig i ble for such 
e x e mp tion, had to be: 

<il esta blished between 1st 
Octobe r 1982 and 31st Ma rch 1990 ; 

(ii ) registered unde r the 
Fac tor ies Act ; 

•Ra~ io n ' A' cove r ed 11 districts, 
~ elec ted by Gov er nment of India in 
whi ch the re was no b ig or medium 
industr y , Re g i on 'B ' covered 30 
dis tr ic t s wh i c h were considered 
b d ck wa r d by Government o i I ndia fr om 
the po l ~t of view of ind ustr i a l 
d e va !opma n ts a n d Region •c • c ova! ed t he 
r emai n ing distr icts. 
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{ iii) with capi tal in vestm e nt i n 
l and, b uilding , plan t .:.nd machin e r y 
and equipmen t s a b ov e Rs. 3 l a k hs and 

<iv> employ ing s u ch machin ·:t .. ''• 
accessories or c o mpon e n ts no .. all."e<Ad;' 
us ed or acq u i red f o r use in a11y o-.;:·w r 
f actory or wor ks h o p i n Ut tar P~adesn . 

From 12t h Oc t o be r 1983 , n~w u n i t s 
established with ma chi na -ri a s 1::i t c. u cetJ 
or ac q uir ed f o r us e i n <.lrt~· cthElr 
factory or wor kshop any wh e re in India, 
were also n o t e l ig i b l e fo r exempt i ~r. 

By another notificat io11 o;;.t :.d 27 th 
• August 1984, new un its e$t,~bl i s h ed i n 

the said areas (the da t e o f prod\.1cticn 
of which fal l s between 1s t October 1952 
and 31 st Ma rch 1985, latc;,r ~ x ten c:4 ed l.iJ' 
to 31st Marc h 1 9 90 ) e v en ~:i.tli cc:.pita l 
i nvestment of les s than Rs . ~ l ~khs we!'•:! 
entitled to such benef its bu t : ~r a 
les s er pe riod. In casa c-t' ne"' .111;. ts 
wi th capital investment n ot ax c eadi n g 
Rs.3 lak hs , the o e r i od o f exempti.on wa s 
5 years for un i ts loc ated in 1 t 
districts <r eferred to as Regio.1 • A"' ); 
4 years f o r 30 dis t ric t s 1 ref rar r~d to 
a s Re g ion• e •> and 3 yeart:> f or- {ha 
remainir:ig 17 distr i ct s <r efe r r ed to as 
Re g ion •c• >. 

Accord i ng to tho Govern~en t 

not i f ications , the o bjsc t i v e , of the 
s cheme was to a ugme n t t h a <.:<it> i tci l 
inv estmen t in the S t a1. a and 'lf ' ip 
setti ng up at I east one h e a vy lndu.:t r r 
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in each di s t rict o f t he S t ate . Th e 
lon ger p eriod f or e xempt i o n t o new 
unit s in th e 1 1 ba c kY&rd distr i cts 
<Re gi o n A l i s i nd i~at i v e o f th• 
pri o rity assi gned b y t he State 
Gov ern men t f o r industrialisation of 
t h es e d i s t r ict• ovar others. 

2. 2. 2. Scope of Aud it 

The work ing and i mpact of t he 
schema was NH i a wed i :i d e tail t h r o u gh 
test c hecks, duril')g March 1 9 69 to June 
198 9, of t h e record& i n the off i c e o f 
t hP Commissione r of Sales Tax a nd Sal es 
Tax o ff i ceG in fou r districts namel y , 
Bareilly, Ghaziabad including New Ok h la 
lndustr i a' Develoµmar.t Authority 
(NO I DA l , Kanpur and Lucknow. Re l a vant 
records in t he offices of t h o 
I ndustries De par tme nt i n thes e 
di s tr i cts we r e a lso verified f or this 
purpose . 

I n Secto rs 1 a nd 3 l n NO I DA, t h e 
r eco r ds were no t, mmde ~vailabl e t o 
audit by the De par tme nt despite 
repeat e d requ e s ts , a n d as a r e sult a 
large number o f c a s es escaped a udi t 
scrutiny. 

2.2.3. Or ganisation a l 
p r oce d u ra l aspects 

se t up and 

Section 4-A of the Ac t en visages 
that a n~w u nit wi l l b e e xempted by th e 
asseissing officer f r om the payment of 
s ales tax only if it produces an 

• 
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Eligibility Certificate !EC> ' is sued to 
it by the Industries Department. In 
order to obtain an EC a unit was 
requ ired to apply in the prescribed 
proforma to the District Industries 
Cent r e. After necessary enquiries, it 
was t o be forwarded to the Director of 
Industries for issue of the EC. In 
other words, in t he init i al period of 
the Scheme Sales Tax De par tment did not 
have any role in the is sue of t h e EC. 

The procedure was , however, 
changed with effect from 26th December 
1985. The l'ev ised proc edul'e env i saged 
cons i deratian of the application by 
c ommi ttees a 1t var Lc-Js levels, in which 
a representative f r om the Sales Ta x 
Depart ment was also a ~embe r. The 
forma t. i on o f the committees is 
a.s f o l\ ows: 

<1 1 Di str i c t Mag i strat e- Chairman 

<2> General Manag~r <D istr i ct 
Industri es Centre)- Con v enor 

~3> Sales Tax Officer - Member 

The r ecommenda t ions of th e 
Commi ttee a re to be placed before t he 
Zonal Comm ittee and thereafte~ the 
State Commit tee, compositions of whi ch 
a re as und e r : 
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Zonal level Co••ittes 

Cll Commissioner Chairman 

<2 > Re gional Join t Director 
of Industry Coordinato r • 

<3 > Depu t y Commissioner 
<Executive) 
Sales Tax Member 

Sta te level Co•• ittee 

<1 > Dir ecto r o f I ndust r y - Cha irman 

<2 > Comm i s s i oner o f Sales Tax - Member 

<3> Di r ector, Pradeshiya I ndus tr i al 
a nd Inv e stmen t Co r porati on of 
Uttar Pradesh< P ICUP> Me mbe r 

In t ha ev en t 
opin ion be t ween 
S a les Tax a nd the 
the ma t ter was 
t o the Government. 

o f any diffe r e nc e of 
t he Commis sioner of 
Dir9ctor of Indus try, 

t o b e referred 

The d i sputed c a s es were t o be 
examined by a c o mm i tt e e with the 
P r inc i pal Secre t a r y <I ndustry> a s 
Chairman, and Secr eta2· i es, F i n an ca and 
I ns ti tu t iona l Fi na nc e a s me mb ers. The 
decision of t his Comm i ttee wou l d b e 
f i na I. 



( 41> 

2.2.4. Highlights 

Ci> Out of 244 units which had fully 
availed of the exeaption by "arch 1986, 

• 93 units (36 per cent) were clos~d down 
either during the period of exemption 
or thereafter; of the remaining 151 
units, 94 units were s howing a 
decreasing turnover while the reaaining 
5 7 units C23 per cent> were showing a 
increasing turnover after expiry of the 
exempti on. 

(.i i) Districts which were industrially 
backward, failed to attract new unit&, 
despi ta exempt i ons granted for I onger 
period. For instance, 7 out of 1 1 
ba c kward districts failed to attract 
any unit with investaent of Rs . 20 lakhs 
or mo r e. 

Ci ii> Un l ike in other States, the 
s cheme i n Utta r Pradesh was not linked 
with the na ture o r size o f the industry 
or capital invested . nany units with 
very low capital invest•e nt were cl osed 
down a f ter ava i l i ng t h a b e nef it of hu ge 
tax ex e mptions . 

Civ) Delay in dec i ding on app l icatio ns 
for exemption enta i led huge loss of 
revenue. Out of 5 16 uni t s whos e 
requests for e xe•pt ion were ultisately 
rejected, 176 units had already enjoyed 
the benefit of Rs.12.20 crores, before 
their request& were rejec t ed . 

' 
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<v> Irregular exe•ption granted in 4 
cases resu lted in I o&s of revenue of 
Rs.38.21 lakhs. In two other cases. 
the extent of revenue l os& could not be 
quant ified in the absence of detail•. 

<vi> Defective clarification by the 
Director of Industries extending 
exe•ption to uni ts with invest•ent of 
less than Rs.3 lakhs. resulted in Joas 
of revenue a•ounting to Rs.8.32 crores 
in the case of one unit alone. 

2.2.5. Statistical particul ars of 
exe•pted units 

(a) Year wise data on the amount of 
exe•ption of &ales tax availed· by 
variou& units from October 1982 to 
M~rch 1969 were not available with the 
Sales Tax Department . However , 
information about the number · of un its 
established and the total exempt i on 
availed by them , circle-wise, covering 
the entire State up to March 1988, as 
supplied by the Sales Tax Department, 
are shown below: 

SI Circle No of Units Exe•ption 
No established availed 

Cin crores 
of Rupees> 

----- --- --- ----- - ------- --- ----------
(1) ( 2) (3 ) (4) 

--- -------------- ---------- ----------
1. Agra 232 5.74 

2. Ali garh 68 2.23 
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3 . A I I ahabad 263 4.78 

4.Bareilly 357 19.27 

5.Ghaziabad 1078 47.74 

6.Gorakhpur 196 7.49 

7.Kanpur 350 18.65 

8. Lucknow 276 8.54 

9.Meerut 187 7. 13 

10 .Moradabad 197 11. 09 

11.Saha ranpur 368 9.33 

12.Varanasi 91 2.46 

Total 3,663 144.65 

(bl The fol lowing i nf o rmation in 
~aspect of the ia ntire State; was also 
supplied by the Salas Tax Departm e n t : 

( i) Number of Units for wh ich 
period o f exeaption was over by 
i1arch 1988. 

Out of (i) above-

<ii) Un its close d dur ing the 
peri od of exeaption. 

244 

7 6 

' 
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fill) Units closed after the 17 
period of exeaption 

fly) Units shovin1 i nc~ea•in& 57 
trend in the turnover after expiry 
of the peri od of exeaption 

Cv> Uni ts shoving decreas i n& 94 
trend in turno~er after expi ry 
of exemption 

Thus, out of 244 unit&, ~3 - units 
(38"> wer e c l os e d either dur i n g the 
period of exempt i o n or after the expiry 
of the period of exempt.ion. Only 57 
Units (23"> were showi ng profit even 
~f ter the tax exemption period had 
e.x p ired 

2. 2 .6. Limited benefits to backward 
dis t ric ts 

( i > According to t he i nformation made 
a vailab le by the Indu stries Department, 
of the 5, 350 a pp lications received 
dur i ng the peri od fro• 1st October 1982 
t o 31st March 1969 , fr o m new industrial 
uni ts seek i ng tax exempt ion a nd gran t 
of E . C. onl y 390 applications we re in 
respect o f t h e 11 backward di str icts 
<Region A> as against 2,393 and 2 , 567 
app l icati ons rvceivod for R~gions • B' 
and 'C' r e s pec tiv e ly. Simi ! arly, wh i le 
145 E .Cs we r e g r anted in r1>gi on 'A ', 
1, 161 and 1 , 212 EC& wer e issued f or 
Regions 'B' and ' C ' respac t i qe l y . 

( i.i) The el even industria l ly b~e~~a.rd 
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districts in t he State <ref erre d to as 
Region 'A '> gained on ly limited benefit 
from the scheme, despite the peri od of 
exempt ion being l ongar. The number of 
new units ask i ng for ECs for indus t ri e s 
in Reg ion 'A' was I ow ; t he number of 
&uch uni ts ge t ti ng exemption was even 
l ower. Thu s, only 37~ of the 
applican ts of this region as against 
49% in region 'B' a nd 47~ in Region 
ic•, got elig i bility certificates. 
Further, of 2,5 16 ECs granted till 
Ma rch 1969, 1934 were is sued to uni ts 
set up in NOIDA <i n Region 'B '> and 
other d i stricts of region 'C', which 
were a l ready industri ally adv anced. On 
the other hand, on I y 5~ ( 145) of the 
ECs iss ued were f o r un i t~ l ocated in 
Reg ion 'A'. It was a lso not iced that 
no a ppl icati on was rece ived from 
ChamoJi and UttarKash i d istric ts in 
Region 'A', while f ive a pplicati ons 
were received f rom Ballia di s trict a nd 
one fr om Pithoragarh district i n Reg ion 
'B' . How eve r, in these four districts 
<Chamo li, UttarKashi , Bal lia and 
P i thoragarh >, n ot a single unit go t an 
EC. The number of ECs issued in 
A 1 mo ra, Azamgarh, Badaun, Bahraich , 
Etawah, Ghaz ipur, Hai'doi and La l i t pur 
districts <in Region 'B ' > and Jaunpur 
(in Region 'A ' > was also below f i ve 

pach. This i ndicates that the 
distr icts wh.ich were backward 
industri a. l ly, fa.i l ed to at tract new 
units, despite operat i on o f the scheme • 

.. . ~ 
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2.2.7. Objective 
industrial unit& 
not acco•plished 

of setting up heavy 
in backward districts 

The posi t ion of capital investment 
by the Industrial units, which had 
applied for EC in the districts in 
Regi o n • A 1

, as at the end of March 1989 
was as under: 

Sl 
No. 

1 <2> 

1. Banda 

2. Chamoli 

3 . Fatehpur 

4. Ha mirpur 

5 . Jalaun 

Units 
granted 
EC 

( 3) 

3 

Ni 1 

3 

Capital No of 
invest- un i ts 
ed by whose 

the units appl 
i n i cat 
Col <3l ions 
<in are 

l;;lkhs pend 
of ing 

Rupees) 

( 4) ( 5) 

Capita 
1 i nve 
sted 
by the 

u ni t s 
in 
Col 
( 5) 

<in 
l akhs 

of 
<Rupee 

s ) 

( 6 ) 

6. 17 3 5 . 76 

Ni I Nil Ni l 

18.26 7 57.89 

4 . 17. 63 12 55.63 

6 24 . 54 14 37.82 
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6. Jaunpur 4 21. 61 21 263.76 

7. Kanpur (information not available> 
<Dehat> 

6. Pauri 
Garhwal 8 31. 49 7 24.70 

9. Sultanp\.!r 5 3.52 14 177.15 

10. Tehri 
Garhwal 4 113 . 44 9 122.82 

11. Uttar Kashi Ni 1 Ni 1 Nil Ni 1 

Total 37 236.66 67 765.53 

Out of the afo r ementioned 11 
districts only in Tehri Garhwal 2 
industrial units having capital 
investment of more than Rs. 20 l°akhs 
had been issued EC. Applications of 10 
such units were pending as on 31st 
March 1969 in Fatehpur, Jaunpur, 
Sultanpur and Tehri Garhwal ·districts. 
Seven districts failed to attract any 
unit with investment of Rs.20 lakhs or 
more . The objective of attracting 
investment in at lea st one heavy 
industrial unit i n each backward 
district as set forth in Government 
notification dated 30th September 1982 
has not thus, been accomplished. 



~ .2 .6. Delay 
"' PP l ications for 
er ti ficates 
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in 
grant 

deciding on 
of eligibility 

Under the procedure obtaining up 
t o 26th December 1985, in order to get 
an EC a unit was required to move an 
application to the Distric t Industries 
Centre. After necessary enquiries it 
was to be forwarded to the Director o f 
Industries for issue of the EC . The 
revised procedure · envisages 
consideration of the application by 
various committees at different l e vels, 
as ment ioned in para Z . 2.3 supra . A 
circula r issued by the F i nance 
Department on 15 t h December 1987 1 ays 
down that applications for EC should be 
finally decided within 3 months of 
their receipt , wi th a view to a void i ng 
inconv e n i ence to d ea lers in payme nt of 
arrears of tax o r to preclude their 
demands for e xemp t ion or instalments 
facility i f their application s are 
eventually rejected, after remaining • 
pending for a long time. 

Onc e a n application for EC is 
moved and production and sale of goods 
have commenced, the u n it is not 
entitled to realize tax on its sales 
without forfeiting its claim for 
exemption during th e period of 
pend ency. Thus, in the event o f non-
grant i ng of EC it would be difficu!t t~ 
r ecover tax from a unit , which hao not 
realized tax during the pendency of iti 
application . 
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Out of 5, 350 appl icaticns made by 
the new units till March 1989 for grant 
of EC, 1,654 C31"1 were pend ing as on 
31st March 1989 . Out of these 1106 
<67"1 were pe nding with the District 
Industries Centres and t he rema ining 
with the off ices of tha Joint Director 
of Industries f or want of 
information/doc umen ts from the units as 
also for want of enquiry report from 
the Sales Tax Departme n t. 

In the three districts subjected 
to scrutiny CBareil ly, Ghaziabad and 
Kanpur), it wa s seen that as at t h e end 
of 31st March 1989, 171 applications 
were pending, out of which 7 were 
pe nding since 1984-85. These pending 
applicati o ns have a tax potenti al of 
Rs.15.78 c r ores as indicated below: 

Year from which No of Am ount of Tax 
exemption is units potentia l Cin 
sought lakhs of 

Rupees) 
----------,- ---- --------- -------------
1984- 85 7 54.21 

1985-66 17 155.64 

1986-67 17 512.52 

1987-66 62 607.29 
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1988 - 89 68 249 . 06 

Total 171 1578.72 

I n Bareil l y, 8 applications 
rec e i ved bet~een 1984-85 and 1986-87 
we r e f orwarded as and when received by 
the Di strict Level Committee to the 
Zona l Level Committee with 
r ecommendations not to grant EC, but 
th e se were not decided till March 1989. 

In the entire State, 1178 
a.pp! icati o ns were rejected ti 1 1 March 
1 989. Out of these, 516 rejected 
a pp l ica t io n s related to the th ree 
d i s tr icts o f Bareilly , Ghaziabad and 
Kan p ur. Out of the above, 176 new 
un i t s had already completed their 
period of exemption even before the i r 
applications were rejected . They had 
avai l ed exemption of Rs.12 . 20 crores on 
a turno ve r of Rs. 127 . 98 crores, which 
was i r r egu l ar and was a direct 
c o nsequ e nce of t he de 1 ay i n dee is ion 
ta k ing. 

I n spite of the speci fi c orde r s of 
tt-ie Go vernment t o fina l I y dee ide the 
"' t•plica ti ons for eligib i l ity 
c e r tificate s with i n 3 months of their 
r e c e ipts, I a r ge number of app lications 
r emained undec ided for long, which 
i nd i c a t ed f a il ure t o follow the 
p res c ribed s ystem. The Government may, 
t h er efore, consider t he f easibi I ity of 
ma k in g t he scheme statutory and 
pr e scr i b ing a sta t utory time-I i mit for 
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disposal of a p plica ti ons. Or 
alternati vely a p rovision may be made 
in the scheme de ta rm in i ng tax-payment 
liability of the applicant after t he 
e x piry of t he th ree months' period . 

2. z. 9. irregul ar grant of e l i gibi I i ty 
certificate f or exeeption fro• tax 

One of the cond it ~ ens t o be 
ful f il l ed by a new urdt s o as to be 
entitled fo r thi s exempt ion is that i t 
canno t 'be s e t up with mach ine ry. 
accessori as or c omponents al ready used 
or acquired for use in any fac t ory or 
workshop in Uttar P radesh (for uni t s 
set up u pto 11th October 1983> or 
anywhere i n I nd ia (for units &e t up 
after 11th Oc tober 1983>. 

In 4 cases, the incorrec t grant of 
e l i gibility cer tif icate o r non­
adherence t o the s t i pula ted provi sions; 
I dec is ions of the Cou r t 1 ed to a 1 os s 
of Rs. 3 8.21 l akhs a s gi ve n below: 

Ci) A unit in NOIDA Wil.s previ ousl y 
situa ted in De l ~i and was ma n uf a c tu r i ng 
pumps. The uni t was c 1 os ed and a n ew 
unit wi t h t. he sam e name and 
manuf actur ing the samo p r od uc t was 
es t ab l ished in NO IDA . Th e u n i t was 
granted EC for 6 y ea r s f :-om 27th Ju ly 
1987 . The u nit was estab lishe d by 
transfer r in g old and u s e d p lan t and 
mach i nery as was e vident f r om th~ terms 
and conditions o f U. P. Fi nancial 
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Cor poration s which granted the un i t a 
term l o a n. As the uni t brought used 
plant and mac-hine ry , i ,t was no t 
eligible for th e· exemption. The 
benefit d er iv e d b y the un i t during the 
two yea r s of 1987 - 88 and 1988-89 wou Id 
b e of the or d er o f Rs. 0.54 lakhs. 

{ ii> In Sahibabad , a unit war; closed 
down on 18t'h December 1961 . A new unit 
was star tsd on the sam e s ite with the 
same used plant and machi n ery and for 
manufac t ure 0 4' the some g oods . The 
unit was granted e ligi b il ity 
certificate for 5 y ears fr o m 23rd 
Febr uary 198 4, wh ich was irregu l a r. 
This resulted in forego i n g of r ev enue 
of Rs. 3 1.59 la!<h s till March 1986. For 
the subsequen t years, i n the absence of 
assessments be ing comp! eted, the amou n t 
of e x empti o n could n o t be wo rk ed out . 

<iii> In Mee r ut, a new u nit was 
es tab lished by t akin g o ver o ld pl a nt 
a nd mach i n a ry w i t h i ts ass e ts a nd 
I i abi l ities. S inc e t he uni t u s ed th e 
same plant and machi n ery it was not 
eligib l e fo r exemption. Th ough Meerut 
is a dist r ict where e x em p t ion i s 
a vailable for 5 y e a r s, the u n it wa s 
grante d EC fo r 7 year s from 1s t June 
1983. The e x empti on avail e d b y t h e 
un i t i n 1963-8 4 amou nted t o Rs . 1 .22 
l akhs. Figur e s for subsequent y ears 
could not be work e d out in the abs ence 
of assessment being comp le t ed. 

1 
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(iv) Processing and bl ending tea d oes 
not amount to manufac tu re as h el d* 
judicia ll y and he nce any unit do i ng t he 
same is not eligible for any exemption. 
In Meerut, EC was granted to a un it 
processing and blend i ng tea for 5 yea rs 
from 1st Janua ry 1984 . The exemption 
availed in this cas e during 1984 -85 a n d 
1985- 86 as p er as ses smen t record s 
amounted t o Rs . 4. 86 l a khs. 

2.2.10. Erroneous e xemption 

Ii > A new un it i n NOI DA was granted 
EC for 4 years from 28 t h Jun e 1985 , f o r 
manufac t ure of washing and c l e ani ng 
p owder. The un it, how ever , al s o 
manufactured detergent cakes wh ich was 
not covered by the EC . The un it did 
not keep separate accoun ts of p o wde r 
and ca ke, nor was it insis ted upon by 
the assessin g officer . 

The exemption al lowed to the un it 
amoun t e d to Rs. 2 . 39 1 ak hs for 1985-66 
to 1986-87, of which th e po rti o n 
relating to detergent cakes wh ich cou l d 
not be worked out in t he abs e nc e o f 
deta il s, was irregular . 

( ii l Si mil arl y , a unit was gran ted EC 
for 6 years from 19 th September 198 3 
for manuf actu re of HOPE ba g s . In 
addition , t he u nit man ufactur9d HOPE 
lo. mi nated fabric pieces which was not 

* Nil giri Cey lon Tea Suppl y Co , Vs , 
State of Bombay (1959 ) 10 S TC 500 . 
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covered u nder the EC, and f or whic h it 
di d not ma intai n ' any se pa r a ~e accounts. 

The e xe mpti~n a l lo~ed to ~ he unit 
amounted to Rs. 9.51.1 ~ a k os f rom 1983-84 
to 1985-86, ot ~hl ch the a mount 
re l ating to 1-;:;::tp[ Jam in;;.ted f ab r ic 
pi e c es, "'hich cc;u l c.! not be wo ~· ked out 
in the abs 9.1Ca o r deta i Is , was 
ir re gu la r. 

2 . 2. 1 1. Requi si te ver if ica t i on not done 

A unit a t NO!DA ~as gran t e d EC for 
4 year s fr o m 15th Febru::;ry 1 985 for 
manufac tura of P,gc;,r °!:'a-tt. is. Tha unit 
could n o t f u r n ish docume1> ~s t ? pr ove 
th a t some of the nH;i.c hi nes ~ e i Pg us ed 
were actually n •.3w. Ti. .::1 EC was , 
howeve r, granted subject to the 
ve r ifi cati on of facts by t he :.:;ales Tax 
De par tmen t . T here was no proof on 
r e cor d to sho~ that t h~ vorif i c ation 
was c a rried o u t alt s•ovrr the uni t 
cont i nued to e nj oy t he b e rHd i t of tax 
exempti on upto 14th Fsbr ua r y 2989 . The 
e xemption av ailed d u ri n g the peri o d of 
valid i ty of EC works out t o Rs.41. 7 8 
lakhs <computed o n th e b a sis o f 
turnov e r of Rs. 4 . 77 cro r es fo r the 
per iod f r o m 1984 - 85 to February 1989l . 

2 . 2 .12 .Loss of r~vaoue due to defecti ve 
clar i ficat i on by Director o f Jndustr ies 

'Jnd er t he r ules r egardi n g 
i mp . ement at.~ on of 'trre schema is s u ed 
un d er n o t i f i cati o n da ted 3 0th Sep t e mb er 
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1982 and Government order dated 15th 
January 1983, all new uni ts were 
allowed the benef it, subject to the 
condition that such a unit would have a 
mi nimum capital investment of Rs.3 
lakhs. Director of Industr i es, Kanpur , 
however, issued a clarifi c ati on on 16th 
March 1983 that al 1 those un its which 
were registered with the Director of 
Industries , and also registered under 
Factories Act were eligib le fo r 
exempt i on, omi tti ng to indicate the 
stipulated minimum capital investmen t. 
The c larification was contrary to the 
Gove rn ment notification and order 
ment i oned above. Though by a later 
no tification dated 27 th August 1984 , 
t he benefit was extended by the 
Government wi th effec t fr om 1st October 
1982 to units even with capital 
i nvestment o f less t han Rs.3 lakhs, the 
period of exemp tio n , however, fo r such 
units was less <5 to 3 years>. 

In view of th e e rroneous 
clarification d ated 16 th March 1983 , 
is sued by the Direc tor of Industri es, 
Kanpur, the A 1 l aha b ad High Court he 1 d* 
that for the unit s having capital 
inves tment of less than Rs.3 lakh s , the 
period of exemption (7 to 5 years) 
granted o ri g inall y ( before 27th August 
1984 ) canno t be reduced subsequently. 

*Bajaj Packwel 1 Vs State of U.P. ( 1989 
UPTC 88) 
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A unit of Kanpur manufacturing Pan 
Masala , with new plant and machinery, 
was grante d EC for 5 years from 24th 
J an u a r y 1 9 8 4 • 0 n the date of s tar twi n g 
prodliction, capital investment of the 
uni t was found to be below Rs . 3 lakhs. 
The EC was r educed to 3 years in terms 
of th e notification dated 27th August 
1984, af tar the matter was brought to 
the notice of the Commissioner of Sales 
Tax, but was restored to 5 years by the 
Sa les Ta x Tribunal, Lucknow on 29th 
January 1989 relying on the said 
judgement of Allahabad Hieh Court. As 
a result of defective clarification, 
one unit alone availed excess exemption 
of about Rs. 8 . 32 crores for the period 
of the years i.e. 1987-88 and 1988-89. 

2.2.13 Other point& of interest 

An Old unit at Kanpur 
manufacturing P an Mas ala was 
functioning prior to the introduction 
of this scheme. The assessee also 
establ i shed a new unit at Kanpu r for 
manufacturing Pan Masala (mentioned in 
para 2 .2. 12 supra! for which he was 
granted EC on 5 t h February 1985 
effective from 24th January 1984. It 
was noticed that the assesses decr eased 
the production in his old unit and 
i n c reased production i n the new unit 
after the grant of EC, a nd ultimately 
the old unit was clos ed down on 31st 
March 1988. Comparative posit i on of 
production in t he old and new unit is 
i ndicated below : 
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Year Old Unit Nev Un it 
(in crore& Cin crores 
of Rupee&) of Rupee&) 

1983- 84 9.41 0.24 

1984-85 11 . 87 0 . 44 

1965-86 0.63 19.09 

1986- 87 0. 11 34.58 

1987-88 o. 10 47.72 

1988-89 Ni 1 56 . 24 

The above case i 11 ustrate s as t o 
h ow the s cheme cou Id be man i pu rated by 
t he assessees t o t heir adv an tag..& 
w i tho u t any man ifes t c ontribution to 
development o f ind u stry in the State­
the basic obj e ct i v e behi nd grantint 
such exemp t ions fr om Sal es Ta x. 

The audi t obse r vations were 
repo r tad t o Government in A'ugu s t 1989; 
t heir reply has no t b e en r e ce ived 
<Apri l 1990>. 

2 . 3. Fai I ure to observ e p re&cr i bed 
procedu re& for gran t of reg i s trat i on 
certificates 

E v e r y dea l e r who se lls any goods, 
the tur nov e r whereof is liable to sale~ 
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tax under the U.P.Sales Tax Act, 1948, 
is required t o obtai n registration 
cert ifi cate unde r the Act. For grant 
of registration ce rtificate, certain 
conditions and procedures have been 
l aid down in the rules framed under the 
Act and the departmen ta l manua l which, 
inter al ia, p r o vi de that the deale r 
will submit an a ..;;.:ication i n the 
presc r ibed fo r m contai ning requisite 
detai ls to the Sales Tax Of f ice r who, 
in turn , will ve rify by means of spot 
enquir ies the i dent ity of the dea ler, 
his source of 1 i.Ye l i hood before 
commencement of the presen t business, 
fi nancial pos iti o n of the dealer , and 
the dea ler' s or h is par tners ' correcif' 
local and permane~t addresses . 

<a l A dealer in Agra c irc l e was 
g ranted <20 th January 1977 ) 
r s g istration for cond uct of business in 
oi Is . There was nothing on reco rd to 
i n d i cate that verification o f his 
f i nancial position, local or p ermanent 
a ddres s , etc., had been done . 

During the firs t year o f business 
11976 - 77>, five f orms xxxi, meant for 
importing goods from outs ide th e State, 
were is sued t o t he deal er . However, 
for January and March 1977, no return 
was filed nor was a ny tax deposited by 
him. The as ses sment for the year 1976-
7 7 st i l l remains incomplete a nd has now 
become ti me barred. l n February 1978, 
t he As sessing Officer noticed that all 
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original records p ertaining t o t h e 
dealer were missing f rom 7th January 
1978. But 200 f ·. - ms xxx.1.; 30 forms 'C' 
me - n t for purchasing goods from outside 
the State at concess i onal rate and 10 
f orms 'F' meant fo r receiving goods 
from outside the S t ate on cons i g nm en t 
basis. were found to have been issued 
to the dealer be tween 24th January 1977 
and 20th May 1978 on the duplicate 
files opened by th e 1 edger keeper on 
h i s own accord without ob t aining 
accounts of dec larati on f orms issued 
earlier. In a ~ urvey conducted in Jul y 
1978 it was reported that the firm 
itself wa s non-exis te n t, and -t hat th e;, 
name and addresses of the d e a 1 er were 
fictit ious. 

Scrutiny of tax payments for 1978-
7 9 indicated that Rs. 9, 635. 79 were 
sho wn to have been deposi ted towards 
t ax by 3 chal lans. In J anuary 1979, 
the assessing offi c er observed t hat the 
cha 1 l ans were f aka o r manipulated. On e 
of t he cha 1 1 ans p urpor tad 1 y f or 
Rs.3 , 1 10.69 was ac'tually for Rs .10.69 
only. 

Ta x assessments for t he y e ar s 
1977-78 , 1978- 79 a nd 1979-80 were 
c oml eted on 22.3.82, 5 . 3.83 and 3 1 .3 .84 
res pec t iv e ly. Th e t urnover for ~he 
yea rs 1977-7 8 ~o 1979-80 was d e termined 
by the assessi n g of fic e r at Rs. 2. 91 
cro r es . Tax levi e d thereon amounted to 
Rs . 28.3 1 lak hs and p e na lty imposed for• 
197 9 -80 was Rs . 7 . 24 lakh s. Thi s, 



{60 ) 

however, did not c over the penalty 
leviable for 1 97 7-78 and 1978-79, which 
could be up t o Rs.6.92 lakhs. Th e 
recovery certificates issued on various 
dates between May 1983 a nd April 1986 
were only for Rs.33.09 la.khs, instead 
of for Rs.42.47 lakhs (including 
penalty of Rs.6.92 lakhs>. The action 
initiated to recover the outstanding 
amounts has also remained limited to 
repeated se r vice of r gcovery notices 
on,ly . 

Thus, non-observance of initial 
precautions p rior to registration, 
faul t y verifi c ation of personal details 
submitted by the dealer, and failure to 
take prompt action on loss of records 
desp i te the discovery that the firm ~as 
bogus , have resulted in a loss of 
revenue estimated at Rs.42.47 lakhs . 

The above c as e was reported to 
Government in January 1989; their reply 
has not been receiv ed in ~pita of 
reminders issued in April 1990. 

(b) I n Sales Tax Ci rcle, Agra, a 
dealer was granted regist ratio n 
ce r tifica te effectiva fr om 28th 
February 1980 fo r ex trac tion of oil , 
wi thout mak i ng any spo t survey or 
enquiry about his l oca 1 and permanent 
addresses and his financial position. 
Du ring th e yea r 1980-81, 95 d eclaration 
forms XX XI a n d 4 0 forms 'C' we r e issued 
to the deale r on diffe r ent dates 
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.-d th out ascertaining wheth er the fo r ms 
issued to him on earlier occasions had 
been properly uti I ised. On 24th Au g u s t 
1981, the dealer i ntima t ed t hat h e h a d 
closed his busines s wi t h effect f rom 
30th June 1981. Bu t no ac tion wa s 
taken for completing asses s me n t 
immediately after receipt (on 24 t h 
August 1981) of t he i n f ormatio n 
regarding closure of · b us iness b y the 
dea 1 er. On the con + r ary, 5 mo r e 
declaration forms III - C (1) wer e iss u e d 
to the deal er on 18th Decembe r 1982 , 
i.e., after a lapse of more than 17 
months of the closure of busine ss b y 
the deal er. It was on 2 3 rd No v e mber 
1983, 20th December 1983, 7th Decemb e r 
1984 and 25th January 1985 that notices 
regarding completion of assessment f o r 
the year 1980-81 were issued t o the 
dealer but were received back un s er ved . 
Accordingly, assessment was com~leted 

ex-parte on 27th March 1985 a nd 
turnover of sales of oilseeds and oil 
within the State and in the course of 
inter - State tr a de was determined at 
Rs. 1. 20 c r o1·e s involving tax liability 
of Rs . 4. 6 0 1 akh s and demand for Rs . 
4. 39 lak h s (aft e r g i ving credit for tax 
o f Rs . 2 0 , 682 depo s i ted by the dealer) 
was ra l s ad . F o r the assessment year 
1981-82 not i ces were i ssuad on 3rd 
F e br u ar y 1986 , 17th February 1986, 27th 
Fab r u a r y 1956 and 14th March 1986 but 
they too we r e rece i v e d back 
undeliv e red, and assessmen t f or 1981-82 
was comp 1 eted on 17th Marc h 1 9-86, ex 
parte, determining s a le s t u rnover of 



(62> 

oilseeds and oil both within the S ta te 
and in the course of inter-State trade 
at Rs.37 . 00 lakhs, involving tax 
liability of Rs.1.3.6 lakhs. Thus, due 
to non-observance of the prescribed 
procedures regarding grant of 
registration certificate and issuance 
of forms, Government was deprived of 
revenue amoun~ing to Rs.5. 75 lakhs f or 
1960-81 and 1981-82, the chances of 
recovery of which are remote. 

The case was reported to 
Government in March 1988: their reply 
has no t been r~ceived in spite of 
rem inder issued in April 1990. 

Cc) In Sa les Tax Ci rcl e , Sul tanpur, 
a dealer app li ed for grant of \ 
registration under t he U.P.Sales Tax 
Act, 1 948 and Central Sal es Tax Act, 
1956, on 4th June 1980 for carry ing 
bus ines s i n coal. The dealer was 
granted regi stra t ion on 21st June 1980, 
effective from 4th June 1980, without 
making spot ver i f icat ion of dea ler's 
permanent and local a dd resses and 
enquiries about the deale r's fixed and 
floatin g assets and his f i nancial 
position etc . , as required unde r t he 
ru 1 es. Al t hough the dea 1 er was asked 
to furnish a security bond for 
Rs.20,000, the re r; istration was granted 
without ob ta ining securi ty bond. Ten 
declaration forms <For m XXX 1) were 
issued to the dealer on 21st June 1980. 
Withou t asce r taining the use of the 
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declaration forms issued on earlier 
occasions, 225 more declaration forms 
we r e issued to him during the period 
from 30th June 1980 to 5th August 1980. 
The dealer did not deposit returns for 
the months of June 1980, July 1980 and 
August 1960, but no action was taken to 
carry out provisional asEessement on 
30th August 1980. The firm was found by 
the assessing officer to be bogus, but 
even then as many as 329 more 
declaration forms were issued to the 
dealer up to 17th November 1980. As 
per departmental orders, the dealer was 
required to deposit Rs. 100 as security 
for each declaration form XXX I issued 
to him, but against 564 forms only 
Rs.51,600 were realized from him. A 
notice for assessment was issued to the 
dea 1 er on 19th September 1983 but it 
was received back undel i •1 ered. On 26th 
October 1983, assessment for the year 
1980-81 was made ex-parte and the 
turnover of sales of coal was 
determined at Rs. 31. 0 2 l a!;hs and tax 
amounting to Rs.1.24 lakhs was levied. 
The dealer was also liable to pay 
pena I ty up to Rs. 62, 020 f or non­
submi ss ion of returns, but no penalty 
was imposed. 

On this being po inted out in audit 
<September 1984), the department stated 
(July 1987 1 tha t the securi t y of 
Rs.51,600, d epo sited· by the de a ler, had 
been adjusted against the tax d u e from 
him . Non-observance of depa rtmenta l 
procedure at the time of g rantin g 



(64J 

regist~atio n, thus, led to 
re ve nue amou nting to Rs. 72, 460 
penal ty leviable under the Act. 

loss of 
besides 

The case was reported to 
Government in May 1989; their reply has 
not been received in spite of reminder 
issued in April 1990. 

Cd> In :::;ales Tax Circle, Bareilly, a 
d e aler was granted registration 
certificate effective from 25th June 
1980 without verifying his local and 
perma n ant address and his financial 
position. Even the security bond for 
Rs.5000 fur nished by the dealer was 
found to be fake. · Although at the time 
of the registration c apital to be 
invested was dec lared by t he dealer to 
be Rs.8 , 000 onl y, during the period 
fr o m 17th July 1980 to 12th September 
1980, 3 5 declaration forms 3-A were 
is sued t o t he dealer and the dealer had 
disclos e d sa les of Rs.22.32 lakhs in 
his ret u rn for the period from June 
1980 to September 1980. On 17th 
S ep tember 1980, Sales Tax Officer, 
Ka npur intimated to t h e assessing 
Of ficer , Bareilly that th f' said dealer 
h a d purchas e d iron m• t erials for 
Rs.3.80 lakhs, fro m a d e-- . ler of Kanpur 
b ut the former accountel for purchases 
o t Rs . 98, 4 2 4 only in h . s accoun ts on 
30th Septem b e r 1980. No ice was issued 
to t h e d eal e r, but it wat received back 
unse r ved. On e nquiry t e dealer was 
fo und to be fict itious. No prompt 
ac:: ion was , h o wever, tak e n by the 
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department t o make spo t enquir i es or to 
carry out provisional assessment . 
Assessment for the y ear 1980-81 was 
comp 1 e ted ex-par te, on 1 y on 13th 

~ September 1983 determining the total 
tax ab 1 e turnover of sa 1 es of iron and 
s t ee l at Rs . 30 l akhs and tax amounting 
to Rs.1.20 lakhs was levied after 
gi v ing credi t of Rs.440, being tax 
deposited by the dea l er, and the demand 
was raised accordingl y; but it cou l d 
not be rec overed . Non-observance o f 
t h e prescribed procedures regard i ng 
gran t of registration certificate in 
t his case 1 ed to 1 oss of revenue 
amounting to Rs. 1 . 20 lakhs. 

This was pointed out in 
Ap r i 1 1984. The d e pa r t men t 
the facts in March 1989. 

aud it in 
co n f i rmed 

The case was repor t ed t o 
Government i n June 1989; their reply 
has not been received in spite o f 
rem i nder issued in Apri l 1990 . 

Ce) In Sa l es Tax Ci rcle , 
Farrukhabad, a dealer applied for 
regis t rati o n certi f i c a t e unde r the 
U.P.Sales Tax Act and Central Sales Tax 
Act on 15th February 1984 for carrying 
on business in chemical fertilizers . 
There was no t hing to substantiate if 
spot verifi c a ti on of dealer's local and 
permanent addresses and verification of 
his financial position was carried out. 
A letter was however, addressed to the 
Tahsildar, Bareilly to verify the 
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security bond, which was handed over to 
the dealer himself to get the 
verification done. The dea'ler 
resubmitted the application and the 
Tahsildar's verification of the 
security bond on 21st February 1984 and 
within three days, registration 
certificate was issued, effective from 
15th February 1984. The dealer was 
also issued two declaration forms XXX I 
and one 'C' form on 24th February 1984. 

The dealer did not submit any 
return for the years 1983-84 to 1985-86 
<up to December 1985), and the 
department also did not take any action 
to make provisio nal assessment . In 
December 1985, a survey of his business 
premises was conducted when it was 
found that the firm was fictitious. It 
was a 1 so not iced that the sea 1 of the 
Tahsildar affixed as a mark of 
verification of security bond was also 
fake. From the original copies of the 
declaration forms XXX I received by the 
Sa l es Tax Officer from the check posts, ~ 

it was seen that on 1st March 1984 and 
5th March 1984, iron and steel worth 
Rs.Z.93 lakhs was imported instead of 
chemical fertilizers. 

Eventually on 22nd 
ex parte assessment of 

February 1986 , 
the deal er was 
amounting to finalised and tax 

Rs.18,000 was levied 
the de•ler's turnover 
at Rs.4.5 lakhs. The 

after determining 
of iron and steel 
d~aler was liable 

to pay pena 1 ty up to Rs. 9, 000 for non -
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s u bmi s si o n o f r e t urns an d Rs . 54 ,000 for 
i mp o r ting i r on ~nd s t e e l by f a l sely 
repre s e nti ng tha t the goods imported 
wer e c ov ered b y hi s certi f i ca t e o f 
reg i s t r atio n . Th e depa r t me n t did n ot 
impose an y pen a lty wh i l e makin g 
ass essme n t o n 22n d F eb ruary 1986 . 

On n o n-l e vy o f pena lty o ei n g 
poii'lted ou t in a udit i n Oc t ober 1986, 
th e d e part me n t imposed p e nalty o f 
Rs . 23 , 486 · i n Aug u s t 1987 . Ch a nce s of 
recovery ei ther of the a moµn t o f t a x o r 
o f penalt y are r emo t e, the fi rm bein g 
f ic t itiou s . 

The cas e was report e d to 
Gove r n ment in M~r ch 1 989 ; t heir 
comments hav e not been rec e i v ed in 
spite of remi n d e r issued in Ap ri l 1990 . 

2.4. Loss of revenue due to ir r e gu lar 
grant of r e c ogni tion c ert i f icat e 

Sec t i on 4 - B of t he U.P. S a l es Tax 
I Act , 1 9 48 , r ead with Go vernment 

n ot i fica t io n d ateid 3 1st Dec e mber 197 6 , 
p ro v id e s f o r s pecifi c r e li e f in tax t o 
man u fac turers h ol din g r e c ognition 
c e rtificate in purchases of raw 
ma t eri als fo r use in the ma n uf ac t ure of 
ce r tain n o tif i e d g oods subjec t to 
certai~ condit ion. F o r th e ma n ufacture 
o f good s not s p e c ified · ~ t h e Eo i d 
no t i f icat ion o r s ubs e qu e nt 
n ot i fi cation , t he d eal e r c ould a". :;. ~ ! of 
benefi t o f c onc ess i onal rate o f tax in 
purchas e s of r aw ma teri a l s . Ho wev er , 
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no concession in tax in purchases of 
raw materials is admissible if the 
manufactured gooas . are exgmpted from 
l evy of tax. Further units engaged in 
the manufacture of paper, catechu 
(Katt ha>. matches, empty match boxes, 
ma tc h splints and match veneers are 
excluded from the purview of the said 
notification. 

lal ( il In Sal es Tax Cir c le, Kanpur, a 
deale r was granted recognitiun 
cer ti fic a te for the manufacture of 
cycle seat l eather to ps and was 
authorised by the department to 
purchase raw ma terial s tax-free, 
although according to the notification 
dated 31st Decembe r 1976, such 
certificate could b e issued only for 
manufacture of bicy c le , tricycle 
perambulato rs , and accessories and 
par ts ther eof . Leather top of the 
cyc le seat is not part or accessory of 
t he cycle, but on l y par t of a part 
viz . , cycle s eat and is also not 
otherwis e spe cified in the 
a for eme n t ioned notifi cat ion. As such, 
the deale r was en titl ed to purchases 
raw material at the concessional rate 
of tax only. The dea I er purchased raw 
material fo r Rs.98.47 lakhs tax-free on 
the streng th of declarati on form I I 1-B 
during 1983-64 to 1985-86. Thus grant 
of irreg ul a r recognition certificate 
re sul tad i n I oss of reve nue amounting 
to Rs.3 . 94 la~hs. 
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The c a s e was repo r t ed to the 
department in February 1989 and t o 
Government in June 1989; t hei r replies 
have not been received i n spi t e of 
reminder s i ssued in Ap r i I 1990. 

(ii> In c as e of anoth er d eale r, in 
the same circle , also m' n uf actur i ng 
cycle sea t leather tops, si mila r L-i. X 

fre e pur c hases <Rs.6.36 lakhs > of raw 
material during the years 1980- 61 t o 
1962-83 led to loss of re venue 
amounting to Rs .25 , 520 . 

The case was reported t o th e 
department in Apr i 1 1988 and to 
Government in J anuary 1989.; their 
replies have not been rec eived i n spite 
of reminder i ssued in April 1 990. 

<bl In Sales Tax Circle , Varanasi, a 
dealer was authori sed to purchas e r a w 
materials for manufac tu r e of i nter 
alia, monofilamen t. p oly yarn ta x- f r ee, 
though he was eligi ble only f or 
c on c essional rate of tax <4 per cent > 
on such pure has e. The tax free 
purchases .ef f a cted b y the dea 1 er du r l ng 
1983 -84 to 1985-86 amounted to Rs . 3 4 . 25 
lakhs involving a loss o f re venue of 
Rs. 1. 37 I akhs. 

On this being pointed out i n aud i t 
(June 1987 ) , the department int i ma ted 
in July 1 969 tha t t h a assessment hari 
since been revised and a. ddit 1 on~ I 

demand o f Rs . 1. 3 7 lakhs raised. 
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The case was rep o rted t o 
Government in F e bruar y 1989. 

(cl In Sal es Tax C i r cl e , Faizabad, 
a dealer was gr~n ted r ec ogn ition 
certif i cate on 1s t Ap i i 1980 for the 
manu f ac tu re of • Hawa i Chappa Is • 
!footwear) and #as a u t h or ized to 
purchass raw mate r ial s tax-free, though 
• Hawa i Chappa l s • !footwear> we re not 
cov ered by th e notif ica tion dated 31 s t 
December 19~6 . or a ny subs e quent 
notificati o ns . Th e dea ler purchased 
raw materials for Rs .25 .81 lakh s tax­
free givi n g decla ra t i o ns i n fo rm 111-B 
duri n g the yea rs 1980 - 81 to 1984 - 85. 
i h a ir regula r g r ant of rec ognition 
c ertificate r e s u lted i n loss of r evenue 
to the extent of Rs. 1 . 03 l akhs for the 
years 1980-81 to 1 964 -85. 

On the omission b ui ng pointed out 
in Audit (No vemb e r 198 8>, the 
d e partmen t re vised t he a s sessment for 
the year 1984-85 a nd a n add itional 
demand for Rs . 18,886 was raised. 
Repo :- t on act ion taken f o r th e years 
1981-82 and 1982-83 has not been 
rece i ved. 

The c ase wa s repo rted · t o 
Governw.ent in September 1989; t h e i r 
repl y has not been received i n sp i te of 
reminder i ss ued in Ap r il 1990. 

ldl A dea le r of Kanpu r c ircJe was 
granted a r e c og n i tion c ert if i cate fo r 
the rr. a.n ufact u r e o f i r o n a n d steel and 

•, 
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for purchasing free of ta.x, inter-al ia, 
fire-bricks, fire clay and refractories 
for that purpose, though these goods 
are not raw materials for the 
manufacture of iron and s tee 1 as such. 
Purchases of said goods valuing Rs.6.21 
lakhs, made tax-free by him during the 
years 1980-81 to 1982-8:3 from another 
dealer of Ghaziabad, led to Yoss of 
revenue amounting to Rs.49,684. 

On this being pointed out in audit 
<November 1985), the department stated 
in August 1989 that additional demand 
of Rs.1.10 lakhs including penalty 
under section 4-B had since been raised 
against the dealer. 

The case was reported to 
Gove~nment in June 1989 . 

<e> ln Sales Tax Circle, Faizabad, 
four dealers holding recognition 
certificate for ornamentation of glass 
bangles were authorised to purchase raw 
ma t erials tax - free, treating wrongly 
ornamenta tion of bang : ~s as manufacture 
of glass and glasswares. The dealers 
purchased r a w material worth Rs. 10. 80 
1 akhs during 1979 - 80 tax free on the 
strength o f a declaration to the effect 
that it wi l l be utilised in the 
manufacture of glass bangles. As glass 
ban gle we r e neither mentioned in 
annexur e s to the said notification nor 
covered by the item g 1 assware, the 
dealers were not entitled to purchase 
r aw ma t erials tax-free . Authorisation 
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of tax free purchases of raw materials 
wh1le granting recognition certific~te, 
was, therefore, irregular. This led to 
l oss of revenue a mounting to Rs.43,297 . 

On this being point6d out in audit 
in August 1984, the department stated 
<April 1989) that dealers would not be 
allowed tax-free purchase of raw 
materials in respect of ornamentation 
of glass bangles hereafter. 

The case was reported to 
Government in May 1989; their reply has 
not been received in spite of re·minder 
issued in April 1990. 

( f) I n Sales Tax Circle, Lucknow, a 
deale r was granted recognition 
c ertificate for the manufacturer of 
tarpaulin with effect from 10th April 
1980 and was authoriseo to purc hase 
paraffin wax and rosin at the 
concess i ona 1 rate of tax. The dea l er 
purchased paraffin wax and rosin for 
Rs.10.56 lakhs during the years 1981-82 
and 1982-83. As tarpaulin falls under 
'textiles' which are exempt from levy 
of tax, no concession in tax on 
purchases of raw materials was 
admissible to the dealer. Thus, grant 
of irregular recognition certificate 
led to loss of revenue amounting to 
Rs. 42, 231. 

The case 
department in 
Government in 

was reported to t he 
December 1988 and to 

June 1989; their replies 
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have no t been received 
reminders issued i n April 

in spite 
1990. 

of 

<g l In Sales Tax Circle, Mo di Hagar, 
a deafer was granted recognition 
certificate for manufacture of paper. 
He purchased raw materials valuing 
Rs . 15. 16 l akhs during 1981-82 to 1984-
85 tax free on the strength of 
declaration form I I I-B to the effect 
that the goods were for use as raw 
material for the manufacture of 
notif ied goods , although unit engaged 
i n ma nufacture of paper is ex cl uded 
fro m the perview of the notification 
dated 31st December 1976. Irregular 
grant of recognition certificate for 
manufacture of paper led to l o ss of 
rev enue amounting to Rs.90,965 . 

The case was reported t o t h e 
depar t ment in July 1988 and to 
Gove rnment in May 1989; their r eplies 
have not been rec eived in spite of 
reminder issued in April 1990. 

2.5. Non- i•position of penalty u n der 
the Centra l Sales Tax Act 

Under the Central Sales Tax Act, 
1956, if a registered d ea ler, whi le 
purchasing any goods , falsely 
represents that suc h goods are covered 
by his certificate of registrati o n , the 
as sessing offi cer may impose upon h im 
pena lty not exceedi ng one and hal f 
times the amount o f tax leviable o n 
sa le o f such goods. 
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Cal In Sales Tax Circle, Jhinjhak 
<Kanpur Dehat), two dealers purchased, 
from outside the State, iron and steel 
for Rs.39.29 lakhs during 1983-84 on 
the strength of declaration in form 
'C', although 'iron and steel' were not 
covered by his certificate of 
registration. The two dealers, 
therefore, rendered themselves liable 
to penalty amounti •· 6 ~o Rs.4.71 lakhs, 
which was not imposed by the 
department. 

This was reported t o department in 
June 1988 and to Government in June 
1989; their replies have not been 
received in spite of reminder issued in 
April 1990. 

Cb) In Sales Tax Circl e, Si t apur , a 
sugar mi 11 purchased cement and gunny 
b a gs for Rs.11. 11 lakhs from outside 
the State at the conces s i ona I rate of 
tax on the strength of declaration form 
'C' in 1982-83 and 1983-84, although 
the goods were not covered by the 
registration granted to the sugar mill. 
The sugar mill was, therefore, liable 
to pay pena lty u p to Rs. 1.67 lakhs, 
which was not imposed. 

The case was reported to the 
de par tmen t in August 1988 and to 
Government in June 1989; their replies 
have not be en rece i ved in spite of 
remi nde r issued in April 1990 . 
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Ccl In Sales Tax Circle, Kanpur, a 
dealer purchased machi ner y for the 
manufacture of PVC pipes and fittings 
for Rs.8.05 lakhs at t he concess ional 
rate of tax on t h e strength of 
declaration form 'C' during 1982-83. 
These goods were not cov ered by his 
certificate of registration . Penalty 
up to Rs.1.21 lakhs could be imposed 
but irregularity was not detected while 
mak i ng assessment in June 1986. 

The case was reported to the 
de par tmen t in Augus t 1988 and to 
Government in March 1989; their rep! ies 
have not been received in spite of 
r e mi nders issued in April 1990 . 

Cdl In Sales Tax C ircle, Varanasi, a 
dealer in Khadi and village industries 
products purchased soap, veneer and 
fire clay etc. at the concessional rate 
of tax on the strength of d ec 1 ara ti on 
form 'C' for Rs.7.84 lakhs during the 
year 1983-84, al though t he goods were 
not covered by his certificate of 
registration. The dealer was, 
therefore, 1 iabl e to pay penalty up to 
Rs. 1. 17 lakhs, which was not imposed. 

On t he omission being pointed out 
in audit CAugust 198ffl, the department 
stated <April 19891 that penalty 
amounting to Rs. 1. 17 lakhs had since 
been imposed. 

The case was repor t ed to 
Gover nment in May 1989. 
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<el In Sales Tax Circle, Moradabad, 
a dealer purchased al uminium coil and 
sheets etc,. for Rs. 4 .74 lakhs at the 
concessional rate of tax on the 
strength of declarati on form ' C ' from 
outside the State during the years 
1984- 85 and 1985-86. Thes e goods were 
not covered by th e registration 
c ertificate granted to the dealer. 
Penalty upto Rs.71,075 coul d be imposed 
but the irregularity wa s not detected 
by the assessing autho rity. 

The case was reported to the 
department in Novembe r 1988 a nd to 
Go v ernment in May 1989 ; the ir replies 
hav e not been received in s pite of 
remi nd er issued in Apr i 1 1 990. 

<fl In Sales Tax C ircle, Meerut, a 
d ealer ma nufacturing sugar mil 1 machine 
parts, purchased generati n g set for 
Rs .3.44 l·akhs, and foam fo r Rs.0.15 
lakh from outsid e the State during 
1983-84 at the concessional rate of tax 
on the strength of d eclaration in form 
'C' to the eff ect that the goods were 
covered by his c ertif icate of 
~egistration alth oug ~ t he goods were 
not so covered. He was, therefore, 
liable to penal ty upto Rs.64 ,692 but it 
was omitted to b e imposed, while mak ing 
assessment i n J anuary 1987. 

On t his being pointed out in audi t 
(J une 1988 ) , the depart ment i n ti mated 
i n J a n 1; a r y 1 9 8 9 th a t pen a I t y am o u n t i n g 
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t o Rs.32,616 had since been imposed in 
November 1988. 

The case was reported to 
Government in January 1989; their reply 
has no t been rece i ved <April 19901. 

<gl ln Sales Ta x Circle, Kanpur, a 
dea 1 er purchased coal from outside the 
S t a te for Rs . 5.16 l ak.h s during 1983-84 
o n the strength of dee ! aration in form 
' C ' though coal was not covered by his 
c ertificate of regis t ration . Penalty 
up to Rs.61,930, could be imposed fo r 
this offence, bu t no penalty was 
imposed . 

On this being pointed out in audi t 
<Aug us t 1966), the department state d 
<December 1988 ) that the penalty o f 
Rs.61 , 930 had since been imposed. 

The case was reported to 
Government in June 1989. 

!hl In Sales Tax Circle, Meerut, a 
deal er purchased machinery ·for Rs. 2 . 90 
lakhs during 1985-86 from ou t side the 
State a t a concessional rate of tax on 
the strength of declaration in form 'C' 
al though machinery was not covered by 
his registration cert i ficate. Penalty 
up t o Rs . 43,650 could be imposed but it 
was omitted to be imposed. 

On this being poin t ed out 
<June 1988 l, the de pa r tmen t 

in audit 
stated 
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( J anuary 1989) that penalty of 
Rs.26, 199 had sinc e been imposed. 

The case was reported to 
Government in June 1989. 

(il In Sales Tax Circle, Akbarpur 
(district Faizabadl, a co-operative 
society purchased timber for Rs.2.25 
lakhs at · the concessional rate of tax 
on the strength of declaration form 'C' 
during 1984-85 by falsely representing 
that timber was covered by the 
registration certificate granted to the 
society . Penalty up to Rs . 40,4.70,could 
be i mp o s e d , bu t th i s i r r e g u 1 a r i t y was 
not detected by the assessing authority 
at the ti m of assessment in November 
1988. 

On this being pointed out in audit 
<November 1988), the department stated 
in September 1989 that penalty 
amounting to Rs. 40,470 had since !Jeen 
imposed. 

The case was reported to 
Government i n May 1989. 

(j) In the Sales Tax Circle, Agra, a 
dealer manufacturing and sel 1 ing 
synthetic monofilament yarn and plastic 
tubings purchased generating sets for 
Rs. 1. 96 1 akhs during the year 1982- 83 
at the conces s i ona 1 rate of tax on the 
strength of declaration in form 'C' 
although the goods were not covered by 
his certificate of registration. The 
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d ea le r was, t herefore, 
pena lty upto Rs.35,324, 
omi tte d to be imposed. 

liable to 
which was 

On the omission being pointed out 
in audit <March 1988), the department 
intima t ed (July 1989) t hat pena l ty 
amounting to Rs. 35, 324 had s i nee been 
i mposed on the dealer. 

The case was reported t o 
Government in March 1988. 

( k) A sugar mi 1 I in 
Muzaffarnagar made inter-State 
purchases of bed lathe, exhaus t fan 
coolers, electri c motors aAd air 
compressors valuing Rs . 1 . 48 l a khs 
during the year 1979-80 at concessional 
rate of tax by misrepresenting that 
these goods were covered by the 
cer t ificate of registration. Penalty 
up to Rs.22, 125 could be imposed on the 
mi 11 for misrepresentation, but the 
assessing authority failed to de t ect 
the irregularity. 

On this being pointed out in audit 
<July 1985), Government intimated 
<February 1986 > that the aforesaid 
goods were included in the registration 
ce r ti f icatQ· granted to the sugar mi 11 . 
However, the verification · again in 
Audit d i d not subs t antiate the reply of 
Government and the mat t er was again 
referred to them i n April · ' 1986, 
foll "owed by reminders in J u l y .. 1986 and 
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June 1987 . I n 
department stated 

March 
that 

amounting to Rs.22,123 
imposed ( January 19891. 

had 

1989, the 
penalty 

s i nee been 

2.6. Non-imposition of penalty under 
Section 4-8 

<il Section 4-8 of the U.P.Sal es Ta x 
Act , 1948, read with Gover nmen t 
noti ficati on dated 31st December 19 7 6, 
provi d es for special relief in tax to 
manufac turers on the purchases o f raw 
mate r ia ls r equired for use in the 
manufactu r e of c ertain notified goods 
on fu l fi l lmen t o f certain conditions. 
I n c ase th9 raw materi a l s are us ed for 
manufa~tur e of a ny other goods no t 
men ti r 1ed i n th e recognition 
cer t if1cat e , the dealer shall be liabl e 
to pay a s pen a 1 ty such amount as t he 
ass essing au thority may fix, being no t 
l ess than the a mount of tax payable bu t 
not exceed i ng three times the relief in 
tax availed by him . 

<al It has been judicially held• 
that in a case where more than one raw 
material are used in manufacture of any 
goods, the value of the raw materials 
which is much more than the value of 
other raw materials w i 1 1 decide the 

•C.S.T. Vi s Ag r awal Abhiwhan Bhandar 
(1 981 STC 41.HC > and State of Tamil 
Nadu Vs. Bhagwan Chand &c Co. ( 1978) 42 
STC. 325 <Madras> 
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c a t eg o ry i n which t he goods so produced 
fal l s. 

I n Sales Tax Circle, Ghaziabad , a 
dea l e r, holding recognition certifica te 
for the manuf actur e of rubber produc t&, 
purchased ray on ! polyester cord, cotton 
fabrics and chem i cal& etc. for 
Rs . 125.77 lakhs and rubber compound for 
Rs.67 . 44 lakhs during the years 1964-65 
and 1985- 66 as raw mater ials. Ou t o f 
these , raw materials for Rs.26.02 lakhs 
were purchased tax-free on the s trengt h 
of declaration in form I I 1-B a nd us ed 
in the manufact u re o f differen t kinds 
of be l tings viz. t r ansm i ssion b e lt , 
elevator belts , conveyer belts, V. be l ts 
and fan be l t s etc . With effec t fr o m 7 
S eptember 1961 belting& o f a ll k i nd s 
have been c I as s if i e d sepa r ate l y unde r 
t he U.P.Sales Tax Ac t, 1946, a nd a11 
such the afo r esaid prod ucts could not 
be treated a s a rub ber product or 
rayon, polyester cord p r oduct o r cotton 
fabrics etc. As the bel ti ngs d i d n o t 
fal I under the category of rubber 
products for the manufac t ure of which 
he h eld recognition cert i f i cate, 
penalty up to Rs.6.72 lakhs, could be 
imposed but was omitted to be imposed. 

On the om i ssion being pointed ou t 
in audit <Septembe r 1966>, the 
department stated <March 1969> that 
belting s were rubber products as the 
weight of rubber used was more than the 
weigh t of other mate r ials used in the 
manufactu r e o f belting. The reply o f 
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the department is not tenable in v iew 
of the fact that in the instant case 
the value of polyester/rayon cord and 
cotton fabrics was much more than the 
value of rubber usep in manufacture of 
beltings. Moreover •beltings• have 
been classified separately from 7th 
September 1981 ' and as such stand 
excluded from the scope of entry 
Rubber products' from that da t e. 

The case was reported to 
Government in April 1989; their reply 
has no t been received in spite of 
reminder i ssued in Apri I 1990. 

(bl I n Sales Tax Circle, Gh~ziabad, 

a dealer, holding recogniti o n 
certificate for manufacture of iron a n d 
steel, purchased certain items for 
Rs.73 . 43 lakhs during 1980-81, 1981 - 82 
and 1982-83 tax-free on the strength of 
declaration in form 111-B and used them 
in the manufacture of barbed wire which 
did not fall in the category of •iron 
and Steel• . For making use of raw 
materials for manufacture of 
c o mmoditi e s other than ' iron and 
steel the dealer was liable to a 
minimum penalty of Rs.2.94 lakhs but no 
penalty wa s imposed while making 
assessm e n t s for the above years in 
Februar y 1985 and March 1985 . 

On t h e 
i n aud it 
amounting to 
<May 1 986 l. 

omission 
I August 
Rs .2 .93 

being pointed out 
1 985 >, pena I ty 

lakh s was im~osed 
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Go v ernme n t, to whom the cose wa s 
re ported in Augus t 1985 , a noor sed 
<August 1987) the action taken by t he 
department. 

i c l In Sales Tax Circle, Kanpu r , a 
d ealer, holding re cognition certif icate 
for the ma n \.lfactur e o f paints and 
chemicals, purchas ed raw materi .:ds for 
Rs.9. 99 lakhs tax-free on the s t 1 e ngth 
of declarations in form 111 - B du r ing 
1982-83 and u s ed it in the manufac ture 
of rosin oil , ir.s tead of paints a nd 
chemicals. The dea ler was, therefore, 
liable to penalty up to Rs.2.40 lakhs 
which was omitted to be imposed while 
making assessment in March 1985. 

On the omi ssi o n being pointed out 
in audit (May 1 966 l, the de par tmen t 
stated <March 1987) that penalty 
amounting to Rs. 1.40 lakhs had since 
been imposed. 

The case was reported t o 
Government in February 1986 • 

ldl In Salas Tax C i rcle , K anp u r, a 
dealer, holding recognition certificate 
for the manufacture of iron and s t ee 1, 
purchased tin plates for Rs.12 . 28 lakhs 
during the year 1978- 79 and 1979-80 
I assessment completed in Apr i I 1983 and 
Decembe r 1962 respectively) tax- f ree on 
the strength of declaration in form 
I I I -B and used the same in t he 
manufacture of tin containers which do 
not fal 1 under iron and steel. The 
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d ealer was, therefore, liable to 
penalty up to Rs.1.47 l akhs, but it was 
omitted to be impo5ed. 

On the ommission being 
in audit (J uly 1985 > the 
stated «September 1987) 
penalty amounting to Rs. 
since been imposed. 

pointed out 
department 
that the 

95,000 has 

The case was reported to 
Governmen t in April 1989. 

<e> ln Sales Tax Circle, Ag ra, ;: 
dealer was gran ted r ecogn ition 
certificate for the manufacture of 
•Rubber products". He purchased raw 
mate rial s worth Rs.12 .02 lakhs during 
1981-62 to 1983-64 tax free on the 
st reng th of dac l aration to the effect 
that goods are for use as raw materials 
in manufacture of rubbe r products. His 
business was, however, to r ubberise 
stee l rollers used in the printing 
machines. As rubbe rised stee l r ollers 
were no t •Rubber products•, but part of 
machinery, the dealer was liable t o pay 
pena 1 ty up to Rs. 1. 44 I akhs , which was 
not imposed . 

On this being pointed out in audi t 
in September 1966, the depar tmen t 
s t atP.d (July 1989> that the dealer had 
carri.ed out rubberisation on steel 
ro 11 ers on which rubber had worn out 
and did not manufacture r o l lers, but 
manufactur e d rubber products. The 
reply is not tenable since according to 

' 
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the asses s ment orders , the deal er 
manufactured and so l d rubber ised 
printing mac hi n e steel r olle r s . Ev en 
rubberisation of s t ee l r o llers on wh ich 
rubber had wo r n ou t d oes n o t amoun t t o 
manufacture of • r ubbe r pr od ucts•. 

The cas e was r eporte d t o 
Gove r nment in J une 1989; thei r repl y 
has not been rece i ved i n s p it e o f 
remind er i ss u ed in April 1 9 90. 

<f> ln Sales Ta x· C irc l e, Varanasi , a 
dealer, holding r e c ogn i tion ce r t ificate 
for manufact u re o f poly yar n , purch as ed 
ra~ materials for Rs.6 l ak h s a t t he 
concessional ra t e o f tax on tHe 
strength of dec larat i on f orm l l I -B 
during the yea r 1963-84 and u s e d t he m 
in the manu f a c ture of p l a stic cane 
goods which ar e exempt fr o m lev y of 
tax. rhe dea I e r was, the re f or e , Ii ab I e 
t o penalty up to Rs. 72 , 0 00 , for misus e 
of goods, but no pe n a 1 t y was i mpo s e d 
wh i le making assessmen t i n F a b r uary 
1988 . 

On the omission being p oi nt ed out 
in audi t (June 19881, t he depar t me nt 
stated (January i989) t hat pe nalty 
amou n ting t o Rs. 7 2 ,000 h a d since bee n 
imposed. 

The case wa s re po r ted to 
Go v er n men t in Ma y 198 9 . 

<g > A dealer of All ahaba d circle was 
gr a n t ed recogniti ~~ c ert if i c ate f or th e 
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manufactur e of stee l wire a nd nai ls 
with effect fr o m 10th Septe rnb~r 1976. 
He purchased raw mnter ia l s worth 
Rs • 5 . 2 3 l a k h s ta>< f 1· a e o n t:. he s t r en g t h 
of declarati o n f o rm 1 l l-B du r i ng 1 980-
81 and 1981-82 a nd us e d 1 n the 
manu f ac t ure of nail s. For the 
manufac ture o f s teel w ires he was 
eli gible 1;.o purchase raw mate r i als t ax 
free bu t for the manufacture of na i Is 
h e c ould purchase raw mate rial s at the 
co ncessional rata of 4 per cent. The 
deal er was l i abl e tc penalty up to 
Rs.62 ,810 for mi r-use of raw materials, 
but it was no t impostid whi le making 
assessmen t i n J an u ar y 1983 a n d Mar ch 
1988 . 

The cas r wa s repo rt.ad t o th e 
de par tmen t i n Apr i i 1 989 and to 
Government in J une 1989: the1r r ep li es 
h ave not been rec eived in s pi t e of 
reminder issued in Apri l 19 90 . 

<h > In Sal es Tax C ircle, Meerut , a 
dealer holding r ecog n ition cer tif i cate 
for the manufacture of C. I. C a s tings 
!iron and steel I p u rchased pi g ir o n a nd 
cast iron scrap for Rs. 5.10 l akhs tax ­
free duri ng 1"983-84 and 1985-86 on the 

·s t re n g th o f d e c l a r d t i on t o the e f f e c t 
t ha t the scra p was to b e used in t he 
manufacture o f C . I. c a. s tings. B u t he 
used scrap wo rth Rs. 5 . 0 0 lak h s in t h"! 
manuf ac ture of mac hi ,...s ry part s. T ti e 
de a I er wa s , theref ore , l i ab I e ·~ c pa y 
penalty u p to Rs. 60 , 154 , which wa s 
o mi ·ted to be imposed. 

.... 
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The case was reported to the 
department in July 1966 ana to 
Government in January 1969: their 
replies have not been received in spite 
of reminder issued in April 1990. 

(i) In Sales Tax Circle, Ghaziabad, 
a dealer holding recognition 
certificate for the manufacture of 
bicycle parts purchased raw materials 
for Rs.13 . 06 lakhs during 19t:j0-61 and 
1962-63 and utilised materials worth 
Rs.4.64 lakhs in the manufacture of 
rickshaw rims not notified under the 
Act. The dealer was, therefore, liable 
to pay penalty up to Rs . 55,192 for use 
of raw materials for the purpose othe r 
than that for which the recognition 
certificate was granted, but no pena l ty 
was imposed. 

The ~ase was reported to t he 
department in May 1969 and to 
Government in June 1989; their replies 
have not been received in spite of 
rem i nder issued in April 1990. 

( ii l Secti o n 4 - B of the U.P.Sales Tax 
Act, 1948 provides for a scheme for 
spec ial relief in tax to certain 
manufacturers on purchases of raw 
mater ia ls required for use in 
man u fa c t l1re o f certain notified goods 
on f u lf il lment of certain conditions. 
Goods so manuf ac tu red are required to 
be sold within the State or in the 
c o urse of inter-State trade or commerce 
o r in the course of export out of 
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India. In the event of breach of this 
c ondition the dealer is liable to 
pay, as penalty, an amount which shal 1 
not be I ess than the tax which wou 1 d 
have been pay a ble on the sale pri ce of 
such notified goods in the Sta t e and 
not more than three times the amount of 
such tax. 

<a> In Sales Tax Circle, Orai, a 
dealer, holding recognition certificate 
for the manufacture of oi 1, purchased 
oilseeds for Rs.5.57 lakhs during 1983-
84 .at the concess i ona I rate of tax and 
transferred the oil manufactured out of 
the said oil seeds on consignment 
basis . A s the dealer did not sell the 
notified goods, he was liable to pay 
penalty up to Rs,33,899, but no penalty 
was i mposed. 

On the omission being pointed out 
in audi t <October 1988 l, the de par tmen t 
s t ated <March 1989> that penalty 
amoun ti ng to Rs.33,899 had since been 
imposed. 

The case was reported t o 
Government in July 1989. 

Cb) In Sales Tax Circle, Ghaziabad, 
a dealer, holding recogn it ion 
certificate for the manufacture of 
bi eye 1 es , purchased tyres, tubes, brass 
ingots and chains etc. worth Rs.48.17 
lakhs tax-free on the strength of 
dPclaration in form 1 11 -B during the 
years 1981-82 and 1982-83, and used 

... 
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them in the manufacture of bicycles. 
He transferred bicycles worth Rs.51.81 
I akhs outside the State on consignment 
basis. For disposing of goods other­
wise than sale the dealer was liable to 
pay penalty up to Rs.2.56 lakhs, which 
was omitted to be imposed. 

The case was reported to the 
department in June 1986 and to 
Government in January 1988; their 
replies have not been received in spite 
of reminders issued in April 1990. 

<c l ln Sales Tax Circle, Dehradun, a 
corporation, holding recognition 
certificate for manufacture of 
turpan tine oil and rosin , purchased 
r esin for Rs.49.97 Jakhs tax-free on 
the strength of declarat io n form III-8 
during the year 1981-82 a nd transferred 
turpentine oil and rosin worth Rs.46.78 
l akhs manufactured ou t of the said 
resin outside the State on consignment 
basis. For breach of t he condition 
penal ty upto 1.40 lakhs could be 
imposed b ut was omitted to be imposed. 

The case was reported to the 
de pa r trne n l in · January 1989 and to 
Government in May 1989; their rapl ies 
have not been received in spite of 
r eminde r s issued in April 1990. 

<d> In Sales Tax Circle, Gh~ziabad, 
a dealer who had purchased woodwool for 
Rs. 1. 17 lakhs during 1983-84 availing 
r~l ief in tax did not sal l but only 
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transferred the finished products 
valuing Rs.2.58 lakhs outside the S t ate 
on consignment basis. The dealer was, 
th~nefore, liable to pay penalty up to 
Rs.61,929 which was not imposed. 

On this being pointed out in audit 
<July 1986>, the department imposed the 
pena 1 ty of Rs. 61, 929 in September 1986 
which was reduced to Rs. 51, 600 by 
appal late authority in August 1988. 

The case was reported to 
Government in July 1989 . 

(e) In Sales Tax Circle, Agra, a 
dealer, holding recognition certificate 
for extraction of oil, purchased mahua 
seeds for Rs.15.68 lakhs a t the 
conces s i ona 1 rate of tax on the 
strength of declaration form I I 1-8 
during the y ear 1982-83 and transferred 
o i l (ext r a c ted out of the mahua seeds> 
v a luing Rs.4.74 lakhs outside the State 
on c o nsignment basis . For breac h of 
the condition penal t y up to Rs.5 6 ,580 
could be im p osed but was omi t ted t o be 
iwpo sed (Jun e 1986), 

On the omission bei n g pointed out 
in audit <March 1988 ; , t he department 
sta t ed ( Dec ember 1986 ) that penalty 
amounting to Rs,38,400 had since been 
imposed. 

The c ase wa s reported to 
Governmen t in J un s 1989 . 

• 
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lfl l.n Sales Tax Circle, Hardoi, a 
dealer, holding recognition certificate 
fO'r manufacture of oi I, purchilsed 
oilseeds worth Rs.6.51 lakhs at 
concessional rate o f tax on the 
s tr ength of declarations in form 111 - B 
during t he y ear 1982-83. Out of the 
manufactured oil, the dealer 
transferr ed oil for Rs.7.83 lakhs to 
his br a nches o utside Ut tar Pradesh, 
which does no t constitute sale. The 
dealer was, therefore, I iable to pay 
mi nimum pene\lty c;f Rs.31.500 which was 
o mitted to be i mposed . 

On this bein g pointed out in audit 
\ August 1987) , t he departmen t stated 
<D ecember 1988) t hat penalty of 
Rs . 31 ,500 had since been imposed, out 
of whi c h Rs. 15, 731 had b een realised. 

The case was r e ported to 
Gov ernment in Februar y 198 9 . 

2.7. Non-i•position of penalty under 
section 15-A 

Cal Under Section 28 A of the 
U.P . Sales Tax Act, 1948, read wit h Rule 
85 of t he U . P.Sales Tax Rules, 1948, a 
register e d dealer, des irous of 
i mporting goods from out side t he State, 
shal l o btain de c laration form XXX l from 
th e asse s sing officer. where such 
g oods are consigned by rail, ri v er, air 
or pO$ t, the import er s hall '10t obt ain 
:i e l iv <:! ry t h er e of un l e ss h<? f ;.: r n ishes t o 
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the assessing officer the declaration 
in duplicate duly filled in and signed 
by him for endorseme n t by such officer. 
In the event of contravention of t hese 
provisions, t he assessing authority may 
direct that such dealer or perso n shal 1 
pay, by way of penalty, a sum not 
exceeding 40 per cent of the value of 
the goods imported, as provided in 
Section 15-ACUCo) ibid read wi t h item 
(ix> thereunder. 

In two cases wh e re goods were 
i mported without submi t ting declaration 
in f o rm XXXI, pena l ty of Rs.1.21 lakhs 
was impo~ed and realised on bei n g 
pointed out in audit. A few other cases 
are ment i oned below. 

Ci> In Sales Tax Circle, Ghaziabad, 
a dealer imported tin plates worth 
Rs.34.62 lakhs during the year 19tl0-61 
from outside the State by rail and 
obtained the de Ii very of goods without 
furnishing the declaration form XXXl in 
duplicate to the assessing officer. 
For this offence, penalty up to 
Rs.13.85 lakhs could be imposed, but 
this was not considered while making 
assessment in November 1963 . 

On t he omiss i on being pointed out 
i n audit <April 1966>, the depar t me nt 
stat ed in July 1969 that pena lty 
a mount ing t o Rs . 3.55 lakhs had sine~ 

bean impos ed. 

.. 

.. 

I 
t. 
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The case was repor t ed to 
Gove rnmen t in December 1988 . 

(ii> In Sales Tax Circ le, Kanpu r, two 
dea lers had sold iron and steel for 
Rs . 203.40 lakhs during 1978 - 79 and 
1979-80, tax free o n t he strength of 
decla r ations purported to have been 
furnished b y the purchasers to t he 
effect t hat they intended to re - s el l 
the g ood s in the same fo rm a nd 
conditio n . The declaration f o r ms we re 
later on found to have been no t so 
furnished b y the purchasers and t o be 
fake. T h e selling dea ler s were, 
therefore, liable to pay p ena lty u p to 
Rs. 12 . 2 0 lakhs bu t no penal t y was 
imposed, wh i l e c ompleting assessment i n 
Jul y 1 983 and S ep t ember 1984. 

On this bei ng pointed out in audi t 
! December 1 984) , the de par tmen t s ta tad 
i n July 1 986 that t he penalt y of 
Rs. 12. 20 lak hs had since been imposed . 

The c ase was reported to 
Gov ernme nt in September 1989 . 

! bl Under Section 15 - A (ll( q q l of 
the U.P.Sales Tax Act, 1 9 4 8 , if a 
dealer re a li ses any a mount as s ales tax 
or purchase tax, when n o s a les ta x or 
purchase tax is I ega I 1 y p a y a b 1 e or 
reali ses tax in excess of th e amount o f 
ta x leg a lly payabl e, the a s sessing 
authority may direct the dealer to pay, 
by wa y of penalty, a sum not 1 ass t han 
t he amount of the tax so rea l ised or 
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excess but not 
the said amount . 

more than 

In Sales Tax Circle, Dehradun, two 
dealers realised and deposited tax 
amount i ng to Rs.27,494 on sale of lime 
and t imber, during the years 19 82-83 
and 1983-84, in excess of the t ax due 
u nder the Act. While making 
ass essments i n A ug us t 1986 and J anuar y 
1987 , the am o unts realised in excess 
were adjus ted a gainst the demands 
ra ised agai n s t the dealers. The 
3 ss e ssing authority failed to impose 
mini mum p enalty ~f Rs.27,494 
co n templated in the Act . 

On the o mission being poi nted out 
in a udit <Marc h 1988) , the department 
stated (February 1989) that penalty 
amounting to Rs. 27, 494 had s i nee been 
imposed, out of which a sum of 
Rs.13,932 had been realised in May 
1988. 

The' case was reported to 
Government in March 1989. 

2.6. Under assess•ent of Central 
sales tax and non-i•position of penalty 

Under sect ion 8(2 ) of the Ce ntral 
Sales Tax Act, 1956 , in case of inter ­
s tate sa I e of dee la red goods not 
covered by declarat ions in forms ' C ' or 
'D', tax is leviable at t wi ce the rate 
app li ca bl e o n sale of such good s in the 
State . ~ Further, if a deal e r ha s 

, 
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concealed or has given inc o rrect 
par ticulars of turnove r he is liab l e t o 
pen a I ty up to one and ha 1 f ti mes of tax 
wh ich would thereby ha v e been avo ided. 

I n Sa les Tax Circ le, Kanpur, a 
dealer disclosed tr ansfer of iron and 
Stea I for Rs. 56. 58 l akhs outside t he 
State o n co ns ignment basis during 1984 -
85. On 1s t Apr i 1 1985 the deal er sen t 
an intimation to the assessing officer 
regarding cl os ure of business. In June 
1985, Depar truenta l Investigation Branch 
intimated that consig nment sales show n 
by the deal er wer e found t o be fake . 
Thereupon assessment of the dealer fo r 
the said year was carried out ex-par te 
in Mar c h 1987 , and treating the 
consignment sales show n b y t he deale r 
as inter-State sales, and on the 
turnover of such sales determined at 
Rs.150 lakhs, tax was levied at the 
rate of 4 per cent instead of the 
correct rate of 8 per cent . This led 
to shor t levy of tax by Rs.6 lakhs. 
The dealer was also liable to pay 
penalty up to Rs. 9 I·akhs for concealment 
and giving inaccurate particulars of 
turnover wh ich was not imposed . 

On th is being p o in t ed out in audit 
<August 1985 1, the depart men t intimated 
<J anuar y 19891 that assessment had 
sinc e been revised a.nd addi tional 
demand for Rs.6 la k hs raised. Repor t 
on action taken for levy of penalty has 
not been received <Apri I 1 9901. 
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T he case was reported to 
Government in December 1988; their 
rep l y h as not been receiv e d in spite of 
reminder issue d in April 1990 . 

2.9 . Under- as s e s s •en t due to 
•isc lass ifi cati on o f goods 

< i) It has been judicially held* that 
chakki ka patthar w ill fall under the 
entry 'mill ston es ' , the turnover of 
sales thereof being taxable at the rate 
of 8 per cent with effect from 7th 
September 1981 in the hands of 
manufacturer or importer. 

In Sales Tax Circle, Ghaziabad, on 
the sales of c hakki ka patthar for 
Rs.21.99 lakhs made by a dealer during 
the years 1984-85 to 1986-87, tax was 
levied at the rate of 6 per c ent, 
trea t ing chakki ka patthar. as 
'machinery part' The misclassification 
resul tad in underassessment of tax by 
Rs.43,984. Interest at the rate of 2 
per cent per :non t. h was als.o chargeable 
from the dealer. 

The case was reported to the 
department in De cember 1988 and to 
Government in Ma~ 1969 ; the i r replies 
have not b een received in spite of 
reminder issued in 

( i i ) 
1948 , 
1981, 

Under t. h e 
with e t fect 
on chem i ca Is 

April 1990. 

U.P.Sales T~x Act, 
from 7 t !1 September 
tax is leviable at 
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the rate of 6 per cent at the point of 
sale by the manufacturer or importer. 
Potassium chlorate is a chemical which 
detonates with heat and is used in the 
manufacture of matches, firework s and 
explosives . 

In Sales Tax Circle, Hapur, a 
dealer sold potassium chlorate 
(chemical l worth Rs. 13. 70 lal<hs during 
1963-64, on which tax was e r roneously 
levied <November 1967> at the rate of 5 
per c ent <treating the commodity a s 
c hemical ferti I izer > instead ·of a t 8 
per cent 
resulted 

leviable on chemicals. Thi s 
in short levy of Rs.41,118 . 

On the omission being poin t ed out 
in audit (October 1968 >, the de pa r tmen t 
stated in November 1989 tha t assessmen t 
had since been rev i sed and additional 
demand of Rs.39,528 raised and reali z ed 
in September 1989 . 

The case wa s reported to 
Gov e r nment in April 1989. 

( iii) As per Government no t ificat ion 
d ated 7th September 1981, refined 
coconut oil is taxable at the rate of 
10 per cent a t the point of sale by the 
manufacturer or impo rter, with effect 
fr o m 7th September 1981. 

I n Sales Tax C irc le, Moradabad , on 
the sales of refined coc o nut oil for· 
Rs . 6 .56 lakhs made b y a deale r d uring 
t.h e year 1982- 83, tax was levied (June 



1986> at the rate of 4 per cent, 
treating refined coconut oil as 'oils 
of all kinds', instead of at the 
prescribed ra tE! of 10 per cent. The 
misclassification resulted in · short 
levy of tax amounting to Rs.39,375 . 
Interest at the rate of 2 per cent per 
month is also leviable up to the date 
of deposit of tax due . 

The case was reported to the 
department in January 1989 and to 
Government in May 1989; their rep! ies 
have not been received in spite of 
r eminder issued in April 1990. 

<iv) As per Government notification 
dated 1st March 1979, knitting yarn, 
whether woo 11 en, acry I ic or any other 
kind is taxable at the rate of 6 per 
cent at the point or sale by the 
manufacturer or importer. Additional 
tax at the rate of one per cent was 
also leviable during the period from 
4th December 1979 to 6th September 
1981. 

In Sales Tax Circle, Kanpur, on 
the sales of knitting yarn for Rs.7.53 
lakhs made by a dealer during the years 
1979-80, 1980-81 and 1981 -82, tax was 
levied <Marc h 1983, January 1985 and 
February 1985 > at the rate of 2 per 
cent instead of 6 per cent, treating 
'kn itti ng yarn' as 'yarn of al I kinds' 
although knitting yarn was specifically 
provided in the said notification. The 
misclassification led to 

.. 
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underassessment o f tax by Rs.30,816. 
As the tax was admitted 1 y pay ab I e by 
the deal er, interest at the rate of 2 
per cent per month was a l so chargeable 
from him up to the date of deposit of 
tax due. 

On the omission being pointed out 
in audit <May 1986), the department 
stated <March 1987) that assessments 
had since been revised and an 
additional demand for Rs.30,816 raised. 

The case was reported to 
Governme n t in February 1988 . 

2.10. Grant of irregular exe•ption 

(i) I t has been •Judicially helc..I 
that nuts and bolts f a l I under the item 
•hardwares•, and tax on their sales 
turnover is 1 e v iab I e a t the rate of 8 
per cent with effect f r o m 7th September 
1981 in the hands of manufacturer or 
importer. 

In Sales Tax C i rcle, Ba rot 
(district Meerut), s a les o f nuts and 
bolts amounting to Rs.18 . 93 l akhs mad a 
by four dealers during the yea rs 1982 -
83 to 1984-85 were exempted from l evy 
of t a x, tr9ating nuts and b ol ts as 
parts of ag r icultural implements . 
Irregu lar e x emption grante d to the 

•Allahabad High Court J udgement in the 
case of C.S.T. vs. Nar a ng Sales 
Corporation 11980) U. P.T.C. 45 3 
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dealer s r esu lted · in non-levy of tax 
a.mo un ting t o Rs.1.52 lakhs. As taxes 
were admit tedly payable, interest at 
t h e rate of 2 per cent per month was 
also chargeable from the dealers. 

The ma~ter was reported to the 
department i n December 1988 and to 
C: o var nment in May 1989; their rep I ies 
have not been received in spite of 
rem i nder iss ued in April 1990. 

I i i ) Se ct ion 4-B of the U.P.Sales Tax 
Act prov ides for spec i al relief in tax 
to man uf acturers on purchases of raw 
ma ter ials for use in the manufacture of 
notified good s . As per departmental 
c ircular d ated 27th October 1979, 
chemica ls <a process ing mat erials> used 
i n th e manufactu re of dressed hides 
from raw h ides were not r aw mat erial 
and benefit o f c oncess i ona 1 rate was 
n ot to be al I o wed t o manu f a ctu rer of 
dress e d hides on purchases of 
c hemicals. Bab ul bark is used as a 
p r ocess ing material i n manufacture of 
dressed hid es on account of the 
'ta nn i n' c o ntent in it. 

In Sales Tax Circle, Kanp~r, a 
ma n ufactu r er o f dressed hides was 
e rroneous ly author is ed to purchase 
bab u 1 b a rk a t th e concess i ona 1 rate of 
t a x as applicable for raw mate ri als. 
The deal er purchased babul bark 1o1orth 
Rs .6 .88 lakhs during 1 963-64 from 
u n reg i s t ered dealers . While comp leti ng 
as s essme n t i n Oc tober 1987, tax on 
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these pur c hases was 1 ev i ed at the rate 
of 4 per cent instead of ~ t the g a ne rai 
rate of 8 per cent . Th is led to u nd e r­
assessment of tax by Rs.27 ,335 . 

The c a s e was reported t o the 
de par tmen t in August 1968 and to 
Government in June 1989; thei r r9 p l i es 
have not been r ece i ved in spit~ of 
reminder issued in Ap r il 1990. 

2. 11. ftisuse of decl aration for•s 

( i ) As per notification dated 11th 
June 1974, issued u nder Sec t i o n 3 of 
the U.P.Sales Tax Ac t, 1948, a t i u ni t 
could purchase r a w materi a l s , without 
paying any tax, to manuf ac ture c erta i n 
notified goods, for a per iod of 5 years 
or 3 years, depend i ng o n t he dis tri c t 
in which the new unit i s s i tuat ed. In 
case the deal er f al s e ly issues 
declaration f orms a e a res ult of wh ich 
such tax c eases t ~ be l ev i ab le, the 
dealer is liable to pay an amoun t equal 
to the relief in tax o b tai ned by him. 
Besides, penalty amounting to one and a 
half times the tax evaded c an a l s o be 
imposed on him for fals e i ss uanc e of 
declaration forms. 

(a) In Sales Tax Circ le, Ghazi aba.d , 
a dealer was gran ted recogniti on 
certificate, effecti ve from 31st 
December 1973 to man ufac ture iron 
c as tings , oi I engines and oi 1 
expe l l ers . Th e dealer could have 
purchased, without payment of ta:x , :r a1.i 
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materials for manufacturint oil engines 
and oi 1 expel I ers up to 31st December 
1976. It was, h owever , n o ticed that ~ 
during the yea r 1 978-79 to 1984-85, the 
dea ler pur c h as e d ~ aw ma t e rials worth 
Rs. 66. 36 1 akhs w 5 t h ou t payment of tax 
by issuing d e clar a tion f orms I I 1- B and 
us~d the raw material in the 
manufacture of oi 1 engines and oi I 
axpellers. By issuing d ec larati on 
fo rms f al sely, the dea ler availed of 
undue concession in purchases of raw 
materials and, the r "3 fore , he was li able 
to pay an amount o f Rs. 2 . 65 lakhs as 
e q ua l to the relief in t a x availed of 
b y hi m. Besides, penalty up to Rs .3 . 98 
lakhs al s o c ould be imp osed on t he 
d eal er, bu t no t a x o r pena l ty was 
levied whil P making assessments for 
af orementi on ed y ears on various dates 
between March 1983 and October 1987. 

On this being po in ted out in audit 
( October 1967 l, the department stated 
CJanuary 19691 that a n additional 
demand for Rs .48,880 had since been 
r a i s e d f or the y ._ - · •· 1 9 8 3 - 8 4 • Re po r t on 
action taken fo r r ev ising assessment 
for the years 197 8-79 to 1982-83 and 
1984- 85 and levy of p ena lty ha s not 
bee n r eceived <April 19901 . 

The mat t e r was repor t ed ~o 

Gove r nment in May 1988; thei r rep ly has 
no t been receiv e d in sp i t e o f reminder 
issued in Apri I 1 9 9 0 . 
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<bl In Sales Tax Circle, Kanpur, a 
dealer, who was granted recognition 
certificate for the manufacture of 
plastic products in his unit at Unnao, 
started production with effect from 1st 
April 1976. He was, therefore, 
entitled to purchase raw material tax­
free up to 31st March 1981. The 
dealer, however, purchased raw material 
for Rs.3.16 lakhs tax-free by issuing 
declaration in form 11 I-B during the 
year 1981-82, i.e., beyond 5 years. He 
was, therefore, 1 iable to pay an amount 
equal to the re 1 i ef in tax secured by 
him, i.e., Rs.12, 635, besides penalty 
up to Rs. 18, 952. But the tax as we 1 1 
as the penalty was not levied, while 
making assessments for the said period 
in June 1986. 

The case was reported to the 
department in August 1988 and to 
Government in March 1989: their replies 
have not been received ( April 1990). 

<iil Se c tion 4-B of the U.P.Sales Tax 
Act, 1948, read with Government 
notifi c ation dated 31st December 1976, ,, 
provides a s cheme for special relief in 
tax in purchase of raw materials by 
manufacturers for u ~ e in manufacture of 
certain notified goods on fulfillment 
of certain conditions. Co ncession of 
tax - free purchases of raw materials to 
new unit s was available only when the 
product i o n was started before 1st 
J anuar y 19 7 9 . In the event of false or 
wrong is s u e of declarat ion f o rms b y 
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r eason of which tax on sale or purchase 
o f goods c e ases t o be leviable, the 
dea 1 er b e comes 1 iab le to pay an amou nt 
equa 1 t o the amount of tax that wo u 1 d 
h a v e been payable had such declaration 
no t been issued . Besides, the dealer 
i s als o liable to pay penalty which 
shall no t be less than 50 per cen t and 
not more than one and a ha If time s of 
such t ax. 

l a ) In Sales Tax Cir c le, Lucknow, a 
d ealer, holding recognition certificate 
for manufacture of c o nducto r wires, 
purchased s teel wires for Rs .36 . 3 3 
1 akhs tax - free on the strength of 
d ec l a rati o ns in form 111 - 8 during t he 
year 1982 - 8 3 by falsel y representing 
t hat he was authorised to purchase the 
s ame tax - f r ee . As c onduc tor wire has 
no t been spec ified in annexure 11 1 to 
the noti fication d a t ed 3 1s t De cember 
197 6, t he dealer was en t itl ed to 
purchase raw mat er ia ls a t t he 
concess i onal rate of 4 per c ent an d n ot 
ta x - free ., The mi sus e of de c lar a t ion 
form 1 ed to underassess ment o f tax 
amounting t o Rs .1. 45 l akhs . Besi des, 
p e n a l t y up t o Rs. 2 .18 lakhs could a ls o 
b e impos ed for mis u s e o f d e c l a r a t ion 
forms. Bu t I e vy of pena lty was not 
considered by the departmen t. 

The case wa s re p o r ted t o t h e 
d epar tmen t in Oc t o b e r 198'7 and to 
Go vernmen t in January 1989 ; th e ir 
r e p lies have not been r ecei ved in sp ite 
o f remind e r s issued in A p ril 1990. 

" 
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( bl In Sales Tax Circle, Aligarh, a 
dealer was granted recognition 
certificate for the manufacture of 
chemicals, with effect from 9th May 
197 9. The dea I er purchased raw 
materials tax-free on the strength of 
declaration forms (JJl-B> for Rs.3.29 
lakhs during the years 1979-80 to 1981-
82. As production in this unit was 
started after 1st January 1979, the 
dealer was not entitled to purchase raw 
materials free of tax but only at the 
conces s i ona 1 rate of 4 per cent. 
Misuse of declara ti on form led to 
underassessment of tax amounting to 
Rs.13, 140. Besides, penalty up to 
Rs.19,710 could also be imposed for 
mi suse of declarat ion forms. 

On the omi ssion being pointed out 
in audit <May 1986>, the department 
stated <March 1988 ) that penalty 
amount ing to Rs. 13 , 142 had s i nee then 
been imposed and realized. Report on 
1 evy of tax under Section 3-B ibid has 
not been received !April 1990l. 

The case was reported to 
Government in Dec ember 1988; their 
reply has not been rece i ved in s pite of 
reminder issued in Apri l 1 990 . 

2.12. Non-levy of additional tax 

(il Und er Sect i on 3-F of the 
U.P.Sales Tax Act, 1948, additi o nal tax 
at the rate of 1 per cent, over and 
abo ve the ta x leviable at prescri bed 
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rates, was also 
turnover of the 
September 1981. 

leviable 
dealers up 

on 
to 

the 
6th 

In Sales Tax C ir c le, Varanasi, on 
the sales of spun pipes for Rs. 5 .85 
1 akhs and Rs. 49. 0 9 la ~. :..... made by a 
dealer during the year 1979-80 and 
1980- 81 respectively to Government 
departments against declaration form 
1 I I -D . tax a t the rate of 4 per cent 
was I ev i ed (June 1987 ) . Addi ti ona 1 tax 
amounting to Rs. 54, 935 <at the rate of 
one per cent l was, howe v er, not levied 
on t he turnover of Rs. 5 4.94 lakhs. 

On the omission being pointed out 
in audit (November 1988), the 
department stated <May 1989 ) t hc..t 
assessments for both the years had 
since been revised and additional 
d emand for Rs.54,935 raised in February 
1989. 

The case was reported t o 
Go v ernment in June 1989 . 

<i i l Und e r Sect i o n 3- F of the 
U. P . Sales Tax Act, 1 948, dealers, whose 
aggregate turnover exceeded Rs.10 
lakhs, were 1 i able to pay additional 
tax with effect from 1st October 1983, 

I 

at the rate of 5 per cent of the tax. 
For the year 1983-84 the additional tax 
was payable only for the period fro m 
1s t October 1983 to 31st Mar c h 1984 . 

' 
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la) In Sales Tax Ci r cl e, Gonda, a 
division of Forest Department sold 
timber for Rs. 290.42 lakhs dur;_ng the 
period from 1st October 1983 to 31st 
March 1984 and tax amounting to 
Rs.34.85 lakhs was levied at the rate 
of 12 per cent on these sales. 
Additional tax amounti ng to Rs.1. 74 
lakhs was, however, omitted to be 
levied. 

On the omissi o n being pointed o ut 
in a.udit !September l988J, the 
departmen t s tated in Sep tember 1989 
that the additional demand of Rs. 1. 74 
lakhs had since been raised. 

The case was reported to 
Government in May 1 989 . 

(bl In Sales Tax Circle, 
Sikanderabad ( district Bulandshaharl, 
the turnover of sales o f paper by a 
dealer d ur ing th e period from 1s t 
October 1983 to 3 1s t March 1984 was 
determined at Rs.9 6 .15 lakhs and tax 
amounting to Rs.5. 77 lakhs was levied. 
Additional tax a mount ing to Rs. 28 ,845 
was, however, not levied <October 
1987). 

On this bei ng p o in ted o ut i n audit 
!October 1989), the de partment re vised 
the asse s s men t and rai s e d additi o nal 
demand for t ha t am ount . 

The case wa s reported to 

Gov e rnment in June 1989. 
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(cl In Sales Tax C ir c le, Rae Bareli, 
the turnover o f sales of cemen t pipes 
for t h e period f rom 1st October 1963 to 
31st Mar c h 1984, made by a dealer, was, 
de t ermined at Rs.6 0 lakhs a n d t ax 
amoun t ing to Rs.4.80 lakhs was levied 
t hereon. Addi ti onal tax amounting to 
Rs.24,000 was however, not levied 
<January 19 87) . 

On t he omission b ei ng pointed out 
in audit 
departmen t 
additional 
had since 

on 3rd June 1988, the 
stated ( January 1989) t ha t 
tax amountin g to Rs . 24,000 

been levied on 7th June 1986. 

The case was repo rted to 
Government in January 1989 . 

2.13. Non- levy of purchase tax 

( il S ec ti o n 3-G of the U.P.Sa les Tax 
Act , 1948, Frovides for lev y of tax at 
th e concessiona l rate o f 4 per c ent o n 
s ales (supp ort e d by prescr i b ed 
declarati ons) made t o depar t ments of 
Ce n t ra l Gove r nment or State Govern men t 
o r c ompany o r u ndertaking co n tro lled by 
Cen t ra l or State Gover nment pr ovided 
that the good s a re not r es o 1 d or us ed 
in manufact ure or pac k ing o f nlher 
goods for sal e by suc h depa rtment. In 
case of v i o lrl. 'L i o n of these condi t i o n s 
t he d opar t ment or unde r taking shall be 
l i a b 1 e to pay purchase tax equa 1 to the 
di ffer·ence b etween the tax lev i ab le on 



(109) 

sa 1 e of such good s a n d t he tax 1 e v i ed 
at the concessional r at e . 

!al In Sales Ta x C ir c le, Al l ahabad, 
an undertaking of t he Ministry of 
Railways purchased pin suppor t stress 
benches, cement st o n r:i c h ips and sand, 
etc., for Rs. 33 . 60 l a kh s a t t he 
concessional rate of tax d ur ing 198 1-
82, and used them in t h e manu f a ct ure of 
Railway Sleepers . The un d er t aking was, 
therefore, liable to pay d i f f erential 
purchase tax amounting t o Rs. 1. 29 
lakhs, which was omit t ed to b e levied 
<February.. 1988>. 

The case was reported t o t h e 
department in March 198 9 and to 
Government in June 1989; their replie s 
have not been received in spi t e of 
reminder issued in Apr i 1 1990 . 

!bl In Sales Tax Circle, Luc k n o w, a 
unit of Medical Department of th e S ta te 
Government purchased medicinal her bs 
worth Rs. 4 6 . 13 lakhs during the year s 
1979-80 to 1983-84 at the concessi o nal 
rate of tax by furnishing declarations 
in form 111-D and used the same in t h<::> 
manufac t ure of medicines. The pharmac y 
was, therefore , 1 iable to pay pur chase> 
tax at t he differential rate of 2 per 
cent amounting to Rs. 9 2, 2 74 which was 
omitted to be levied . 

On this being pointed 
in December 1984, t h e 

out in audi t 
departmen t 

intimated <February 1989> t ha t t he 
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assessment had since been revised, and 
additional demand of 92,274 raised, out 
of which a sum of Rs.43,1350 had since 
been realized. 

The case was reported to 
Government in March 19139. 

!cl I n Sales Tax Circle, Dehradun, a 
Division of the State Electricity Board 
pur c hased electrical good s ( insulators , 
insulating material, t h r ust bearing, 
cables, motor spare s and batteries 
etc.l for Rs . 2 . 66 lakhs at the 
co nces s i o na I rate of tax on the 
stren gth of declaration form I I 1-D 
during 1982-83 and used the same in 
generation o f electricity. As the 
goods were used in generation of 
electricity , the Division was li able to 
pay pu r chase tax amounting to Rs.21, 253 
equal to the difference in tax , b•.Jt it 
was not levied <December 1 986) . 

On the 
in audit 
depa.rtment 
assess ment 
additional 

om i ssion being pointed out 
(September 19813 l , the 

stated !February 1913 9> that 
had since been revised a n d 

demand for Rs.21,253 raised. 

Tl 1e case was reported to 
Government in May 19139. 

Iii) Under Section 3 AAAA of t h e 
U.P.Sales Tax Act , 1948, wh ere any 
goods l iab l e to tax at the po i nt of 
sale t o consumers are sold to a dealer 
but in view of any provision of the Act 

.. 
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no tax is payable by the seller and the 
purchasing dea I er does not rese I I the 
g o ods within the State or in the course 
of inter-State trade or commerce, in 
the same form and condition in which he 
had purchased them, the purchasing 
dea ler shat I be I iable to pay purchase 
tax at the rate at which t ax iG 
leviable on sale of such goods to 
con s umers within the State. 

(a) I n Sales Tax C ircle, Kanpur , a 
dealer purchased condemned railway 
wagons for Rs.6 . 79 lakh s tax-free on 
the strength of dec l aration form III -A 
durin g 1982-83 and 1 983-84 from the 
Railway Departmen t. He dismantled the 
wagons and sold the dismantled material 
as iron scrap tax-free agai ns t 
declaration form I I 1-8 . As the wagons 
were not sold in the same form and 
condition in which they were purchased, 
the deal er was l iab I e to pay purchase 
tax lat 8 per cent) amounting t o 
Rs.54,320, which was not levied 
<October 1986 and February 1987). 

Th e case was reported to the 
department in August 1988 and to 
Gove rnment in Mar ch 1959 ; their repli es 
have not been received in spite of 
reminder issued in April 1990. 

lbl In Sa les Tax Circle, Ghazipur, a 
dealer <disti l leryl purch<'lsed coal for 
Rs.11. 90 lakh s during 1983-84 from 
unregistered dealers and confirmed it. 
The dealer was, therefore, liable to 
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pay purchase tax amounting to 
Rs.47,560, but it was not levied while 
making assessment in March 1986. 

On this being pointed out in audit 
<May 1988), the department raised <May 
19881 demand for the amount. 

The case was reported to 
Government in June 1969. 

2.14. 
tax 

Application of incorrect rate of 

(al It has been •judicially held 
that cost of packing is to be included 
in the turnover of goods and sales tax 
thereon is leviable at the rate 
applicable to goods which have been 
packed. 

In Sales Tax Circle, Al labahad, a 
dealer disclosed sales of cement during 
1983-84 excluding the price of gunny 
bags valuing Rs.256.15 lakhs which was 
shown separately. while finalising the 
assessment, tax on turnover of gunny 
bags was levied at the rate of 6 per 
cent, instead of at 8 per cent which 
was the rate applicable to cement. 
This led to short levy of Rs.5.27 lakhs 
<inclusive of the additional tax at the 
rate of 5 per cent of tax leviable from 
1st October 19'83>. Interest at the 
rate of 2 per cent per month was a I so 

•Commissioner Sales Tax Vs . Rai Bharat 
Das and Brothers <1986 UPTC 13261 
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chargeable on the amount of tax paid 
short. 

The case was 
department in Apri I 
Government in June 1989; 
have not been received 
reminder issued in April 

reported to 
1989 and to 

their repl i es 
in sp ite of 

1990. 

Cb> Under the U.P.Sales Tax Act, 
1948, sale of spices and condiments was 
taxable in the hands of importer or 
manufacturer at the rate of 8 per c ent 
as applicable to unclassified goods 
with effect from 1st June 1985. 

In Sales Tax Circle, Meeru t , 
sale of spices and condiments by a 
dealer, who was the importer, during 
June 1985 to March 1987 was dete rmined 
at Rs.165.70 lakhs and tax was levied 
at the rate of 6 per cen t instead of at 
the correct rate of 8 per c en t . 
Application of incorrect rate led to 
under-assessment of tax (including 
additional tax) by Rs.3.61 lakhs. The 
dealer was also liable to pay interest 
at the rate of 2 per cent per month for 
non- payment of tax due. 

On this being pointed out in a udit 
(September 1966 >. the department 
revised <September 1968 > the assessment 
and rai s ed the demand. 

The case was reported to 
Government in May 1969. 
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(cl Under the Central Sales Tax Act, 
1956, on inter-State sales of declared 
goods not covered by prescribed 
declarations in form 'C' or 'D', tax is 
leviable at twice the rate applicable 
to sale of such goods within the State. 

In Sales Tax Circle, Dehradun, on 
in t er-State sales of cotton yarn 
amounting to Rs.74.24 lakhs <not 
covered by declarations in form 'C' l 
made by a dealer during the years 1980-
81 and 1981-82, tax was levied at the 
rate of 2 112 per cent on sales up to 
6th September 1981 and at the rate of 2 
per cent on sa I es from 7th September 
1981 to 31st March 1982, instead of at 
the correct rate of 5 per cent and 4 
per cent, respectively. Application of 
incorrect rates resulted in short I evy 
of tax amounting to Rs.1.81 lakhs. 

On this bein~ pointed out in audit 
<January 1989 l , the de par tmen t s ta tad 
in September 1989 that additional 
d emand of Rs.72,Q62 had since been 
r a ised for the year 1981-82, and the 
case for the year 1980-81 had become 
time barred. 

The case was reported to 
Government in May 1969; their reply has 
not been received in spite of reminder 
issued in _April 1990. 

(dl If no return is submitted by the 
dealer within the prescribed period or 
the return submitted by the dealer 
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appears t o t he assessing authority to 
b e incorrect or incomplete, the 
assessing au t hority is required to 
d etermine the turnover of the dealer to 
the best o f his judgement and assess 
the tax on that basis . For the failure 
to furnish the return of his · turnover 
the deal er is also liable to be 
penalised under Secti on 15-A< l l(il of 
the Act . With effect fr om 7th 
September 1981, tax on eye 1 e par ts and 
accessories thereof is leviable at th e 
rate of 8 per cent in the hand of 
manufactu rer or importer . 

In Sales Tax Circle, Unnao, a 
dealer of cycle spare parts had either 
not submitted the prescribed returns 
for the period April 1983 to March 1984 
or the return s submitted by h i m were 
incorrect / inc omple te . As per provisions 
of Section 7(3 1 of the Act , assessment 
should have been taken up d ur i ng 1983-
84 i tse If bu t it was actua I I y taken up 
on 19th March 1988 by which ti me he 
could not be located either at his 
place of busi ness or at his res i dence. 
An ex-parte assessment was acc o rdingl y 
ca r ried out <Marc h 19881 and his 
taxable turnover was determined by the 
assessing officer at Rs.50 lakhs . 
Wh i 1 e assessing the t a x d ue, the ra te 
of tax 1 ev iab 1 e was taken t o be 6 per 
cent inst e ad of 8 per cen t, with t

1
he 

result that· demand for tax was wo r ked 
out at Rs.3.07 lakhs (including 
additional tax at 5 per cent from 1st 
October 19831 instead of Rs.4 .1 0 Jakhs. 
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Levy of penalty for non-submission of 
r eturns or for submitting incorrect 
returns was n o t cons idered. 

On this being pointed out in audit 
<September 19881 , the additional demand 
for t he difference of Rs. 1.03 lakhs was 
rais ed on 20th September 1988 . As the 
dealer c oul d not be traced as yet, the 
pr o s pee ts of recovery of tax < 4 . 10 
l akhs > and in t erest at the rate of 2 
per c ent per month d ue thereon appeared 
to be remot e . 

T he case wn s reported to 
Gov er nmen t in June 1 989; their- reply 
has not bee n rec eived in spite of 
reminder i ss ued in April 19 90. 

<e > Under the U .P . Sales Tax Act, 
1948 , on sa les of unclassified goods 
t ax is lev i a b le a t the r a t e o f 8 pe r 
cen t , a nd on i nte r -Sta te sa les of goods 
other than dec lared goods, n ot covered 
by p res c ri bed declarations in f o rm •c • 
or • D ' at th e rate o f 10 per c ent or 
th e rat e of tax app l icable i n t he State 
o n sales o f such goods within the 
S ta te, whichever i s higher. In 
d epartmental Ci r c ular da ted 16t h 
February 1 9 8 7 , it wa s c larified that 
rubb er b lad der s / upper l eather c overs 
were raw ma t erials f or foot-bat ls and 
vol ley - bal l s an d they c ould be 
p urchased for manuf act u re of foot-
bal Is / vol l e y-bal J s. It imp l ies that 
r u b b er bl adders /upper leaths r c ove rs 

/I 
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we r e par ts of foot - ba ll s/vol lay-ba l ls 
and not spor t s goods by t hemselves. 

In Sal es Tax Circl e, Meer u t , t wo 
dealers hav in g rec ogn iti on cer t ific~tes 

for the manufac ture of sports good s 
made sales of r ubber b ladd er s bo t~ 

within the S t a te and out s i d e t he St.ate 
du r i ng 1982-83 and 198:3-84 . Ori s a l es 
of thes e goods wi t hi n the State 
amou n ting t o Rs.2.7 0 l a kh s and Rs. 4.89 
lakhs respect i vel y , t a x was levied at 
the rate of 6 pe r c en t, tre a ting t hem 
wrongl y as spor t s goods , inste ad of at 
t he correct rate of 6 par c ent 
appl icab le to unclass if i e d go o ds . Thi s 
led to under assessmen t o f ta x 
amounting to Rs .15,237 . ' Furth e r, o n 
sales of these goods outsi d e t h e State 
<no t covered by declarations in for m 
'C' or 'D' l by the s a me d eal ars d uring 
the same period amounting t o Rf:' . 13 .53 
lakhs and Rs.3.94 l a k h s r e&pwc t ive!y , 
tax wa s levied at the rate of 4 p e r 
cent i nstead of at 10 p9r c e nt . The 
mis t ake resulted i n short real i sation 
of tax amounting to Rs.1.05 lakh s. 

These cases wer e re po rted to the 
department in June 1 988 and J u l y 1988 
and to Government in J u11e 1 989 ; their 
replies have not been received <A pri l 
1990) • 

(fl As per Gove rnmen t not ificat i o n 
d ated 7th September 1981, o n t u rnover 

t of sales of 'cinema arc c arbon' tax wa s 
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leviable at the ra te o f 12 p e r cent in 
the hands of manufac t u r er or imp o rter . 

In Sa les Ta Y. Ci rr le , L1.1c know , on 
sales of •c i nema arc c ar bon ' a mounting 
to Rs. 17. 02 l a k h s m~d e by a dealer 
duri ng t he year 1 9 8 3-64 , tax was 1 e v i e d 
<J uly 1987 > a t th e rat e of 8 p er c en t , 
inst ead of a t t h e cor rect r a t e of 12 
pe r cen t . Appli catio n of inc or rec t 
r ate of t ax 1 e d to s hort I ev y of t a x b y 
Rs. 68,080 . I n t e res t a t. t h e r a t e of 2 
p e r c ent 
f r om t he 
dep o sit . 

per month i s al so c hargeabl e 
dea ler u p t o th g date of 

The c a se was re port e d to t he 
d e partmen t in Decembe r 1988 and to 
Gov ernment in J u ne 1989 ; the ir r epl i e s 
have n ot been r ece i ved in s p ite o f 
reminde r issued i n Ap ril 1 9 90. 

i 
l g ) Under t he U . P .Sil s l a x 
1948 , on tu r n o ve r of s a i e & 
van as pati, tax 1·as leviab J e at t he 
o f to per cent w ith ef f e c t. f rom 
Se p tember 19 81 i n t he .hands 
ma nuf acturer or i mpo r te r. 

Act , 
o f 

r a te 
7 t h 

o f 

I n the Sales Ta x C irc l e, Kas g a n j, 
a d ea l er had s u b mi t ted o n l y one r e t u rn 
for th e yea r 1 98 1-cZ. A s u rvey r e p o r t 
d a t ed 2 1s t F ebru a ry 1983, p lac e d o n 
r e c ord , ind icated t h a t t he fir~ had 
b een c l o sed d o wn a f e w mo n th s bef ore. 
In s p i te o f t h is, h £s a s. se s s men t was 
ma d e ex - µar t e o n ly in Ma rc h 1986 . A t 
th e t ime o f mak i n g as s e s s ment in Ma rch 
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1986, the assessing authority noticed 
from the utilization certificate of 
Forms XXX I <meant for importing goods 
from outside the State> Submitted by 
the dealer that he had purchased 
vanaspati for Rs.5.79 lakhs from 
outside the State during the period 
from 7th September 1981 to 31st March 
1982. The dealer had not disclosed any 
purchases and sales during the said 
period . In view of concealment of 
purchases/sales, the assessing 
authority determined (March 1986) the 
sale turnover at Rs. 15 1 akhs for the 
said period. The assessing authority 1 

I ev i ed tax on sales of Rs. 15 1 akhs at 
the rate of 6 per cent instead of 
correct rate of 10 per cent. This led 
to under - assessment of tax of 
Rs.60,000 . In the assessment order the 
assessing authority had mentioned that 
penal action for suppression of 
tu rnover would be taken separately, but 
no such ac t ion was taken i:i 11 date. 
Penalty up to Rs. 90, 000 cou ld be 
imposed under the Act. 

, On t h i s being pointed out in audit 
<September 1986>, tLe assessing officer 
stated <May 1988> that assessment had 
since been revised and additional 
demand for Rs.60,000 raised, but 
nothing was stated about levy of 
penalty. 

The 
Government 

c ase was 
in June 1989; 

reported to 
their replies 
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have not been received in spite o f 
reminder issued in April 1990. 

<h > Under the U.P.Sales Tax Act, 
1948, with effect from 7th September 
1981, on sales of 'old, discarded, 
u n ser viceable or obsolete machinery,' 
stores or veh i cles inc.luding waste 
products tax was leviable at the rate 
of 8 per cent, at the point of sale to 
consumer . 

Ci l I n Sales Tax Circle, Agra, sales 
of c ondemned wagons, made by a unit of 
Wes tern Railways in 1982- 83 were 
determined at Rs.12.50 lakhs. These 
condemned wagons were treated as iron 
s crap by the as s essing authority , and 
tax wa s I ev ied at the rate of 4 per 
c e n t instead of at t he correct rate of 
8 per c ent. Application of incorrect 
rate of tax resul tad in short levy of 
tax by Rs.50,000. 

On the 
in a udit 
depar tment 
assessment 
additional 

omis s ion be i ng pointed out 
<December 1987>, the 

stated !February 1989> that 
had s i nee been re v ised and 

demand fo r Rs.50,000 rai s ed. 

The case wa s reported to 
Government in January 1988. 

' 
(ii) In Sales Tax Circle, Allahab ad, 
tax on sales of old , di scarded and 
unserviceable stores amoun ting to Rs. 4 
l akhs and 10 I akhs, made by a dea 1 er 
during 1984-85 and 198 5- 86 

' 
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( 

respectively , was levied at the rate of 
6 per cent instead of at the correct 
rate of 8 per cent. This resulted in 
short-levy of Rs.29,800 inclusive of 
the additional tax < leviable, from 1st 
N dvember 1985, at the rate of 10 per 
cent of the tax payable by the dealer). 

On the omission being pointed out 
in audit <Apr i 1 1989), the department 
stated in November 1989 that 
assessments for both the years had 
since been revised and additional 
demand for Rs.29,800 raised. 

The case was reported to 
Government in June 1989. 

(.l ) Under the U.P.Sales Tax Act, 
1948, on sales of oi l s of all kinds, 
tax was l ev iab le at the rate of 5 per 
cent wi t h eff ec t from 1st June 1985 <4 
per cent prior to this ) . 

In Sales Tax Circle. Agra, sales 
of edible oils made by a dealer during 
1985 - 86 were determined at Rs.38.14 
lak hs, out of whi ch sales of Rs.31.78 
lakhs per t ained to the period f r om 1st 
June 1985 t o 31s t March 1 986 ., Tax on 
thes e sales was levied at the rate of 4 
per c ent, instead of at the c orrect 
rate of 5 per cent. Appli cation of 
incorrect rate led to underassessmen t 
of tax by Rs. 3 1, 7 60. Surcharg e at the 
rate o f 10 per cent of the tax was also 
leviable on sa les during t he period 
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from 1st November 1985 to 31st March 
1986. 

T he case was reported to the 
department in November 1988 and to 
Government i n May 1989; their replies 
have not been received in spite of 
reminders issued in April 1990. 

(j) Under the Central Sales Tax Act, 
1956 read with the Commissioner of 
Sales Tax U . P.Circular dated 8th March 
1982, tax on inter-State sales of 
spirit and spirituous 1 iquors, not 
cove r ed by the prescribed declaration, 
was leviable at the rate of 2 8.6 per 
cent at the point or sale b y the 
importer or manufacturer. 

In Sales Tax Circle , Ghaz i pur. tax 
on inter-State sales of spiri t for 
Rs.1.32 lakhs, during 1982 - 83 and 1983-
84 was levied !March 1988) at the rate 
of 10 per cent (sales not supported by 
prescribed declarations>, instead of at 
the correct ra t e of 28.6 per cen t. 
This led to under-assessment of 
Rs.24 , 643. 

On this being p o inted out in audit 
(July 1988), the depar t ment raised 
demand of Rs . O . 11 lakh for 1982-83. 
Report on ac ti on taken fqr 1983-84 has 
not been r eceived !April 19 90J . 

The case was reported to 
Government in June 1989; their re ply 
has no t been r eceived <April 1990J. 
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<k> Under the U.P.Sales Tax Act, 
1948, on sales of stainless steel 
ulensils tax is leviable a~ the rate of 
12 per cent in the hands of 
manufacturer& or importers with effect 
from 6th June 1965. With effect from 
1st November 1965 additional tax at the 
rate of 10 per cent of tax was al so 
leviable irrespective of the turnover 
amount <prior to this additional tax 
was l eviable at 5 per cent of tax, 
where turnover exceed Rs.10 lakh&). 

Jn Sales Tax Circle, Ghaziabad, on 
sa le.; of stainless ste•l ut•n&il• 
amounting to Rs .10 lakhs <Rs.5 lakhs 
within the State and Rs.5 lakhs outside 
the State> made by a dealer dur ing July 
1985 t o March 1966, tax was levied at 
the rate of 10 per cent instead of at 
12 per cent. This re&u l ted in short 
levy of Rs.23,600 including additional 
tax of Rs.3,600 leviable on local sales 
of Rs.3 lakhs from 1st November 1965 to 
31st March 1966. 

On this being pointed out in audit 
in December 1966, the department stated 
i n July 1989 that demand for Rs.23, 600 
had since been raised. 

The case was reported t o 
Government i n June 1969 . 

< l > Under Section 8 of the Centra l 
Sal e s Tax Act, 1956 , on inter -State 
s a l e s of non-decla r ed goods not covered 
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by prescribed declaration, tax is 
leviable at the rate of 10 per cent or 
the rate applicable in the State, 
whichever is higher. Under the 
U.P.Sales of Spirit, Diesel Oil and 
Alcohol Taxation Act, 1939, on sales of 
spirit (non-declared commodity) tax was 
leviable at the rate of 25 paise per 
1 itre during the year 1979-80. The 
value of one litre of spirit during 
that year was 81 . 99 paise. As per 
instructions dated 8th March 1982 
issued by the Commissioner, Sales Tax, 
the percentage of tax l av i ab 1 e on 
inter-State sale of spiri t wo rked out 
to 30.4878. 

In Sales Tax Circle, Dhampur 
<district Bijnor l, a sugar factory made 
inter-State sales of &pirit for 
Rs . 11 . 45 l akhs dur i ng the year 1979- 80 
<not covered by declaration form ' C ' ), 
Tax on .the sales was levied <March 
1984) at the rate of 26 per cent, 
instead of at the correct rate of 
30. 4878 per c ent. It was al so noticed 
that excise duty amounting to Rs.3.49 
lakhs was omitted to be included in the 
turnover. The omission to include 
excise duty in the turno v er and 
a pplication of incorrect rate of tax 
resul ted in und erass essmen t o f tax 
a mo unting t o Rs.1.58 lakhs. 

On th e 
in audit 
department 
assessment 

omission being pointed 
<September 1984), 

stated (June 1988 > 
had s i nee been rev i s ad 

out 
the 

tha t 
a nd 
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additional dema nd for Rs.1.56 lakhs 
raised and realized (Rs.52,591 in 
November 1985 and R&.1,05,161 in 
January 1986 l. 

The case was reporte·d to 
Government in May 1989. 

2.15. Non-levy/short levy of interest 

Section 8(1) of the U.P.Sales Tax 
Act, 1948, read with section 9(21 of 
the Central Sales Tax Act, 1956, 
provides that the tax, admittedly 
payable, shal 1 be deposited within the 
time prescribed or by 31st August 1975, 
whichever is I ater, failing which 
simple interest at the rate of 2 per 
cent per month shall become due and be 
payable on the unpaid amount with 
effect from the date immediately 
fol lowing the last date prescribed or 
with effect from 1st June 1975, 
whichever is later. 

(a) In Sales Tax Circle, Bareilly, 
the turnover of sales of condemned 
wagons and iron scrap by a unit of the 
Ministry of Railways at Bareil ly for 
the year 1971 - 72 was determined (29th 
March 19761 at Rs.50 lakhs and tax 
amounting to Rs. 1. 77 l akhs was 
assessed. The unit went in appeal 
against the said assessment and t he 
case was remanded for reassessment. 
The remanded case was reassessed on 
28th May 1987 determining t he turnover 
at Rs.35 lakhs. Tax payable by the 

I 
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unit amounting to Rs. 1.49 lakhs was 
accordingly levied. Against this the 
unit had deposited tax amounting to 
Rs.81,40b on 26th May 1976 and the 
balance Rs.68,470 on 24th March 1983. 
The unit was, therefore, liable to pay 
interest amounting to Rs.1.48 lakhs 
(for t he period 1st June 1975 to 25th 
May 1976 on Rs.81,405 and for the 
period 1st June 1975 to 23rd March 1983 
on Rs.68,470) for late deposit o f tax 
but the department charged interest 

1 amounting to Rs.9,957 only. This led 
to short chargi ng of interest by 
Rs. 1. 38 l akhs. 

On the omission being pointed out 
in audit (November 1988), the 
department stated <July 1989) that 
additional demand for Rs.1.38 lakhs had 
since been raised and realized. 

The case was reported to 
Government in September 1989. 

< b) 1 nter-States turnover of 
chemical ferti 1 izer of a Government of 
India Undertaking at Gorakhpur for the 
year 1974-75 was determined ( 3 1st 
December 1977> at Rs.3.44 crores, on 
which tax amounting . to Rs.31.56 lakhs 
was levied. But the Undertaking went 
in appeal against the said assessment, 
and the tax was reduced (30th September 
1986) to Rs . 17.01 lakhs, out of which 
tax on turn o ver admitted by the deal er 
himself came to Rs . 16.94 lakhs. 
Against this , Rs .10.88 lakhs <including 
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Rs. 55, 263 deposited after 31st August 
1975 l had been deposited by the dea 1 er 
o n different dates between July 1974 
and February 1976. Interest amounting 
to Rs.2.30 lakhs on the balance of tax, 
which was erroneously taken as Rs . 6.06 
1 akhs on 9th September 1976 instead of 
~aking as R~.6.61 lakhs as on 31st 
August 1975, for the period from 9th 
September 1976 to 31st March 1978, was 
adjusted against deposits made by the 
undertaking before going in appeal . 
The undertaking was, however, actually 
liable to pay interest amounting to Rs. 
4.21 lakhs for the period from 1st June 
1975 to 21st February 1976 on tax of 
Rs. 55,263 <deposited on 22.2.1976> and 
from 1st June 1975 to 30th March 1978 
on tax of Rs. 6. 06 l akhs <deposited on 
31. 3. 1978. This resul tad in short I evy 
of interest of Rs.1.91 lakhs . 

The case was reported to the 
department in October 1987 and to 
Government in September 1989; their 
replies have not been received in spite 
of reminder issued in April 1990. 

2.16. Short levy of tax due to 
calculation error 

<a> In the Sales Tax Circle, 
Varanasi, on sales and purchases of 
components and electrical goods 
amounting to Rs.97.33 lakhs made by an 
undertaking of the Ministry of Railways 
during 1983-84, tax leviable actually 
worked out to Rs.5.02 lakhs. But due 
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to calculation error, it was determined 
<March 1988) by the Sales Tax Officer 
at Rs.4.41 lakhs. This resulted in 
short 1 evy amounting to Rs. 60, 201. 
Further, the undertaking had purchased 
paints valuing Rs:4.75 lakhs at the 
conces s i ona 1 rate of 4 per cent and 
used it in the manufacture of ra i 1 way 
engines. In terms of Section 3-G of 
the U.P . Sales Tax Act, 1948, such 

/ concessional rate could only be granted 
if the goods purchased by the 
undertaking were not used in the 
manufactu r e. In this case, therefore, 
purchase tax at the rate of 6 pe r c ent 
<equal to the difference in tax payable 
and tax paid I was I ev iabl e on the said 
purchases, but the department lev i ed 
tax at the rate of 4 per cent. This 
led to further short levy of Rs.9, 508 . 

On the omission being pointed out 
in audit <November 19881, the 
department stated (February 1989 ) that 
the mistakes had since been rectified 
and addi ti onal demand for Rs.69,709 
raised . 

The c ase was reported to 
Government in Apri 1 1989 . 

(bl In Sales Tax C ircle , Pilibhit, 
on the sales of var ious forest pr oduc ts 
made by the Forest Depar t ment during 
the year 1983-84 total tax leviable 
a c tual l y amounti ng to Rs. 2 4.09 lakhs, 
due to error in ca lcula tion was worked 
out <March 1988> at Rs. 20 . 5 0 l akhs. 



<129) 

This resulted in short levy of tax by 
Rs.3 .5 9 lakhs. The dealer was also 
liable to pa.y in te res t on it .at the 
rate of 2 per c ~n t per month up to the 
date of deposit. 

On the omission bei ng pointed out 
in audit (September 1 988), the 
department stated iDecembar 1986) that 
the mistake had since been rectified 
and an additional demand for Rs.3.59 
la khs raised. It was also stated by 
the department that recovery had been 
stayed in view of a Government's order 
dated 26th June 1955 . However, the 
above order was only a general 
direction from Government to the 
Commissioner, Sales Tax for staying 
recovery in respect of punitive 
proceeding being undertaken agains t the 
Forest Dep~rtment/Van Nigam in respect 
o f disputed cases ' and since there was 
no d i s put e r e gar d i n g the I i ab i 1 i t y ·to 
tax in this casa, the order for staying 
recovery did not apply to it, and as 
such the department's action for 
stayi ng reco v ery was not consistent 
with the Government's order of 26th 
June 1986. 

The case was reported to 
Gove rnment in May 1969; their reply has 
not been re c eived in spite of reminder 
issued in April 1990. 

(cl Section 4-B of the U.P.Sales Tax 
Act, 1948 provid es for a scheme for 
special relief in tax to manufacturers 
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on purchases of raw materials for use 
in the manufacture of notified goods in 
fulfillment of certain conditions. In 
the event of use of such raw-materials • 
in the manufacture of goods other than 
those for which the recognition 
certificate was granted, the dealer 
would become liable to pay pen,alty up 
to three times of relief in tax secured 
by him. 

In 
dealer, 
for the 
Hessian 

Sales Tax Circle Kanpur, a 
holding recognition certificate 
manufacture of polythene bonded 

cloth and cotton cloth 
stiffner&, purchased, inter alia, 
polythene films for Rs.6,13,516 during 
1980-81 tax free on the strength of 
declarations in form 111-B and used it 
in the manufacture of poly thane bonded 
Hessian bags. Instead of taking action 
under Section 4-BC5l, the assessing 
officer initiated action under Section 
3-B of the Act ibid in December 1985. 
But while levying penalty the figure 
was erroneously adopted as Rs.63,516 
instead of Rs 6, 13,516. This resulted 
in short-levy of penalty by Rs.44,000. 

Further, in the same assessment 
the amount of tax leviable on various 
other items worked out to Rs. 8. 04 
lakhs; but due to calculation mistakes, 
it was worked out as Rs.6.74 lakhs. 
These mi&takes led to short levy of tax 
by Rs.1.30 lakhs. 
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On this being pointed out in audit 
(July 1987 1, the department sta ted 
!Februar y 1989) that assessment had 
since been revised and additional 
demand for Rs. 1.74 lakhs raised. 

The case was reported to 
Government in May 1989. 

2.17. Turnover escaping assess•ent 

I i l It 
that excise 
on sale of 
turnover and 

has been judicially held* 
duty recovered by a dealer 

goods forms part of his 
is liable to be taxed. 

In the Sa l es Tax C irc le , Pal lia 
Kalan, Kheri, a dealer sold 3.88 lakh 
quintals of molasses during 1979 - 80 to 
1981-82 . Excise duty amounting to 
Rs. 12. 20 l akhs recovered by the dea I er 
from purchasers was omitted to be 
included in the turnover of Rs. 20.90 
lakhs determined for those years. This 
led to under -assessment of tax 
amounting to Rs.1.57 lakhs. Interest 
at the rate of 2 per cent per month was 

• also c hargeable from the dealer for non 
payment of tax admittedly payable . 

The c ase wc:i s reported to the 
department and to Government in June 
1989 ; their replies have not been 
received Apr i I 1990 . 

*Vinayak Beer and Mines Stores Vs . 
C.T.O. 1 9 83 7 STL <APl 2 2 . 
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(ii l In Sal es Tax C ircl6, Varanasi , 
sa les of coa l b y a dea. ler during the 
yea r 1 982-f:l.3 were determined at Rs. 8 
lakh s and t3x amo un ting to Rs.32 , 000 
wc:<s levied o n 19th January 1987. It 
was noti ced fro m a sse ss ment file of the 
dea l er t h ~l the sales tax Off i cer, 
~eor i a , i ntim3ted in March 1987 that 
t. h e de a l er had also ob tained allotmen t 
o f Z , 200 to r.s of coal for Deoria 
dist ri ct durin g t h e year 1 9 82 -83 , the 
value o f which . at the prevai 1 ing r ate 
of Rs . 4 00 pe r ton, worked ou t to 
R s . 8 . 80 lakh s . However , this turnover 
escaped as ses sment. resulting in n o n-
1 evy of t<:<x amounti ng to Rs. 35 ,200. 
Fo r Sl•ppression o f turnove r the dealer 
was also liable to p ay penalty upto 
!\s . 52 , 800 , which was not imposed. 

On this being p o inted out in audit 
(O c tober 1 857) , the department stated 
(JL1ne 1985 J that asse ssment had sinc e 
been revis ed a n d additiona l demand for 
Rs.35, 200 raised in March 1988. Report 
o n recovery and imposit ion of penalty 
has n ot been rec e ived ! April 1990J. 

The case wa s reported to 
Gover nment: in ,lune 1989; t hei r reply 
has n o t bee n received in s~ite of 
reminde r i ssued in Apr i I 1 990 . 

" 

~ 
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Z.18. Delay in refund resulting in 
avoid•ble pay•ent of interest 

Under Section 29( 1 ) of t he 
U. P.S<U!es Tax Act , 1948, amount of tax, 
fee or other dues pai d i n excess of the 
amount due is requir e d to be refu nded 
to the assessee within three ·months 
from the date of order of refund or 
f ram the date of r eceipt of order of 
refund by the ass e ss ing authority , if 
such ord ~r is passed by a n0 t her 
competen t a uthority o r court. If the 
amount of refund is not refu n d ed with i n 
three mo n t hs , the dea l er shall be 
en titled to interest at the rate of 15 
per cent pe r annum from t h e date of 
order of refund or f ram the date of 
recei p t of such order by the assessi ng 
officer to the date of re fund . 

In Sales Tax Circle, l<anpur, t he 
Assistant Commissioner (Judicia l l 
passed orders on 29th Jan uary 1982 f or 
refund of Rs.21,544, paid i n excess as 
tax by a de ~'er. The orders ~ere 

rec e i v ed by t he assessing officer on 
5tl1 Febr uary 1962. The asses s i n g 
office r, howe ver, refunded Rs.11,47~ on 

,. 28 t h November 1987 and Rs . 10 , 120 on 
29th Janua I'y 1988 . Due to non-re fund 
of excess tax , p aid b y t h e deal er, 
with in 'the specified ti me, the 
dBpar tm ent had to pay interest 
arno unt i~g to F s . 21 , 769 to the deale r on 
12th December 1988 . 
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On the omission being pointed out 
in audit in June 1988, the department 
confirmed <May 1969 ) the payment of 
interest and stated that investigation 
in the matter wa& in progress. It was, 
however , maintained that there was no 
1 oss to Government as the amount 
pay ab 1 e to the dea l'er was a 11 a I one 
kept in Government account. The reply 
of the department is not acceptable as 
the payment of i nterest was avoidable. 
Outcome of the investigations has not 
been intimated <Apr i l 1990) . 

The case was reported to 
Govarnment in January 1989; their reply 
has not been recei v ed i n sp i te of 
rem i nde r i ssued in No v ember 1989. 

2.19. Afford i ng exces s c r e di t 

( i > I n Sales Tax Circle , Almora, 
wh i 1 e maki n g a s sessment (30 th J anuary 
1988) of a division o f Fores t 
De partment for t he y e a r 1983 -84, cr edit 
was g iven for Rs .42 , 2 28 aga inst 
Rs . 14,595 deposited by the d i v ision for 
the year 1983-84. It was noticed that 
the d ivisi o n had deposited Rs.27,633, 
t h rou gh th r ee challans in July and A 

September 1984 an account of tax for 
1984-8 5 but credit for tne said amo unt 
was e r r oneously offered in both the 
years v iz. 1983-84 and 1984-85. This 
resulted in affording of excess credit 
b y Rs .27,633 for 1983-84 . 
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On t he om i ssion being pointed out 
in audit !May 1988), the assessing 
officer revised the assessment in June 
1988 and withdrew the excess credit 
afforded to the division, and ordered 
for the recovery of interest as wel l . 

The case was reported to 
Go vernment in May 1989. 

Iii) In Sales Ta x Circle , Allahabad, 
a dealer made in t er-Sta t e sa l e i-:: of oil 
amou n ting t o Rs. 2 4. 7 0 ' 1 a khs du . ing t he 
ye~ r 197 0 - 7 1. He did not discl os e 
sa l es of t ins and d rums in his r e t urns. 
The assessing off i cer , whi 1 e comp I sti ng 
asses s ment for t he year 1970-71, o n 
3 1st Mar c h 197 3, acc epted t he a c counts 
of t he dealer in respect of s a les of 
oi l but de t erm i ned sa l es of ti ns and 
dr ums at Rs . 98,079 a n d levied tax of 
Rs.24 , 703 o n sales of o il and R!i . 2,942 
on sales of tins a nd dr ums. The dealer 
went in appeal against the order» of 
the assessing officer and t he c ase 
remained in various appal late courts 
dur ing t h e period f r om 1973-74 to 1986. , 
ln June 1986, the tax on s ales of tins 
and drums was ordered to be reduced 

.. from Rs.2,942 to Rs.981 and the excess 
tax deposited by the d ea I er was to be 
refunded / adj usted again s t the demands 
for subsequent yea rs. 

The dealer deposited the ta x 
amounting to Rs.27,648 toward demand 
for the year 1970-71. After reduction 
o f t ax as abo ve o n s al e s of tin s a nd 
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drums, tax amounting to Rs.25,684 was 
payable by him for the assessment year 
1970-71, and only a sum of Rs. 1,962 was 
to be refunded/adjusted. But the 
assessing off icar gave erroneously 
credit of Rs.26,665 during the years 
1972-73 and 1975-76, instead of 
Rs.1,962, thereby allowing excess 
credit amo u nting t o Rs. 2 4,703 to the 
deaier. 

On the om issio n being pointed out 
<December 1987 I , the depa r tment stated 
in Septembe r 1989 tha t excess credit o f 
Rs.24,703 allowed in 1972-73 a nd 1975-
76 had &ince bee n withdrawn. 

The matter w~s reported to 
Go vsrnnent in Jan uary 1989, 

• 



• 

CHAPTER 3 

State Excise 

3.1 Results of Audit 

Test check of the accounts and 
relevant records of the State Exci se 
offices, conducted in audit during 
1988-89, brought out non-levy or short­
levy of duties and fee s amounting to Rs 
93 . 40 lakhs in 150 cases, which broadly 
fall under the f ollow ing categories: 

Nu•ber 
of 
cases 

1~ Non co ll ection 
/ zhort 
collection of 
licence feel 

2 . No n- levy 
/short levy 
of axciaa duty 
on excess was t ase 
of spirit 

3 . Loss of axci me 
duty .due to failure 

20 

20 

of c o ntractors to s upply 
country spirit 
/ bhang 2 

4. Defic i ency in 
outturn of spirit 9 

( L~7) 

Aaount 
CI n I akh& 

of rupees ~ 

21.56 

1 1. 10 

5.44 

26.23 



(136) 

5. Non-levy/short 
-levy of fee other 
than licence fee 

6. Non realisation 
/&hart realisation 
of interest on 

3 

arrear& of pay•ent 16 

7. Other case& 78 

TOTAL 150 

0.66 

19.14 

9.25 

93.40 

A few impor t ant cases noti c ed during 
1988-89 and earlier years are mentioned 
in the succeeding paragraphs. 

3.2 Disregard 
non-recovery of 

of rules resulting 
l i cence fee. 

in 

(a> Auction o f country I iquor shops 
o f Shahabad group f o r the y ear 1987-
88 

In Hardoi district, for the year 
1987-88, the country 1 iquor shops of 
Shahabad group were settled jointly in 
fa v ou r of four persons on the h ighest 
bid of Rs 32. 60 I akhs. The I icansees 
deposited in March 1987, as advance 
security, Rs 8 .15 lakhs (cash: Rs 5.45 
lakhs an~ ban k guarantee of an 
u n schedu I ad bank: Rs 2. 70 I akhs I. The 
I icansaes de layed the deposit of 
monthly insta lments of Rs 2.7 1 lakhs 
for May 1 987, June 1987 and Nove mber 
1987 for more than a month . For 
December 1987, th e I i censaes pa i d on I y 

• 
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a part of the instalment, while 
ins ta l men ts due for three months from 
January 1988 were not paid at all . 
After adjustment of the cash security , 
an amount of Rs 3.72 lakhs was due from 
the 1 icensees on 31st March 1988, 

• against which Rs 5 6,500 was depos i ted 
in two instalments in Apri l and June 
1988 leaving a balance of Rs 3 .16 
l akhs. The fol lowing irregulari t ies 
were committed in settlement and run ­
n i ng of the said group of shops. 

• 

( i l The ban k g uarantee of an unsched­
u led bank was acc~pted. Besides , the 
period covered by the bank guarantee 
was on I y upto 31st March 1988 and not 
up t o the sPt t lement of the dues . 

!i i l The bank guarantee was not 
en forced befor e 3 1 s t March 1988 
a I t hough i t was c 1 ear i n January • 9 86 
its elf t h at cas h s ecur i ty will no t 
cov e r the ful I amoun t of licence f e e 
due b efore 31st March 1 988 , n o r was 
action taken to get the bank guarante& 
extended upto the date of settlement of 
al 1 claims and dues. In May 196 8, on a 
reference made by the District Excise 
Office.r, the bank stated t hat since the 
bank guarantee wa s valid only upto 31st 
March 1988, no adjustment of dues 
against the bank guarantee was possible 
beyond that date. 

( i i i ) 
fee by 
onwards , 

On delay in payment 
the licensees from 

the 1 icence fee 

of I i cence 
May 1987 
was not 
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recovered from the security deposit and 
the I icensees we re not i ssued notices 
to make good the amount of shortfa l I in 
security dapos it in any of the months 
nor was their licence cance l led . 
(iv) Is sue of r ecove r y ce rt ~ficates 

was delayed u pto 27t h July 1988, for ... 
which no reason wa s given. 

(vl Further, out o f Rs 86,900 as issue 
price for Ma.rch 1 988, an amount of Rs 
7 0,400 was d eposited only in August 
1988 thoug h the full a mo u nt was payable 
by 5th March 1988. Action taken by the 
District Excise Officer to recover the 
balance of Rs 16,500 was not i ntimated 
to audit. The District Excise Officer 
stated in October 1988 that the 
licensees were allowed to run the shop 
on an assurance given by them to 
deposit t he licence fee. 

The matter was repor tad to 
their rep! y 

in spite of 
1990 . 

Government in July 1989; 
has not been received 
reminder issued in April 

lbl Auction of foreign liq u or shops 
in Mirzapur district for the year 
1986- 87: 

Under the U.P.Excise Act, 1910 and 
rul es made thereunder, a licensee of 
f oreign I iquo r sho ps is required to 
de posit, as security adva.nce, ona­
fourth of the bi d amount. Two-thir d of 
this advance is paya b le in cas h at the 
fal I of hammer during auction and the 

• 
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balance can be pa i d within ten days 
either in cash or i n the form of a bank 
guarantee. The I icensee is thereafter 
liab le to pay monthly instalments 
of the balance bid money or l icence fee 
by the 20th of each month . 

For the year 1986-87 , the foreign 
liquor shops of Pipri a n d Kota Kharia 
!Mirzapurl were sett l ed in f avo ur of a n 
individual on the highes t bid of Rs 
9.50 lakhs and Rs 11.10 lakhs 
respect ively. The l icens ee besides 
giving securit y in cash had given bank 
guarantees of Rs 9 2, 500 and Rs 79, 167 
as part of the security deposit. The 
licensee, however, failed to deposit 
monthly instalments of the licence f ee 
b y the · due dates for e ve ry mon t h. For 
June 1986 , the I icence fee aggregating 
Rs 1. 72 lakhs !R s 79 , 166 for Pipri shop 
and Rs 92,408 for Kota Kharia shop) was 
no t deposited at all. The Excise 
authorities a ccepted the s ta temen t of 
the 1 icensee that the amount had been 
deposited in the Treasury , which on 
verification by the department after 
31st March 1987 was found to be no t 
true. 

The fol lowing point• were noticed : 

( i l Even though the 1 icensee had 
delay ed deposit of monthly instalment 
every month during the year, the 
security deposit was left untouched, 
the 1 i cence was not canes 1 1 ad and 
alternative arrangements to run the 
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shop, including 
though permissible, 

re - auction, 
not made; 

were, 

Iii l The Demand and 
Register was not properly 
by the Excise Officer 

Col ! action 
maintained 

and the 
department failed to 
and collect-ion of dues; 

watch demand 

(iii) The verbal 
licensee that money 
for June 1986 was 
timely verification 
from the treasury; 

statement of the 
had been deposited 

accepted without 
of the fact 

<iv l Though the dues cou Id have been 
adjusted from the bank guarantee, the 
department failed to take up the matter 
with the bank for nearly nine months 
before 31st March 1987, the date upto 
which the guarantee was valid . The very 
purpose for which bank guarantees were 
accepted as security deposit was 
not served. 

The department intimated audit 
(December 1988) that this occurred due 
to wrong entries made in the register, 
and that recovery certificate has since 
been issued in April 1988. 

The matter was reported to 
Government in March 1989; their reply 
has not been received <Apri I 19901. 
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le) Loss of revenue due to not taking 
proper action for recoveries due. 

Under the U.P. Excise Act, 1910 
and the ru 1 es made thereunder, in case 
of default in payment of monthly in­
stalments of licence fee, the licence 
is required to be cancel Jed and the 
shops reauctioned at the risk and cost 
of the original licensee, and the Joss, 
if any, was r ecr.>v er ab 1 e from the de­
f au J ter through a Civil Suit Jefore in­
troduction of Rule 368(6J<iil in 1985 
which provided for recovery of any such 
I oss of excise revenue as arrears of 
land revenue. 

In Bijnor district, I icences for 9 
country spirit shops ( 8 shops in one 
group and one single shop) for the year 
1977-78 were settled <April 1977) in 
favour of two I icensees for Rs, 10. 91 
lakhs and Rs. 68,000 respectively. Both 
the I i cens ees def au I ted in payment of 
licence fee from July 1977. Accord­
ingly, their licences were cancelled 
and the shops were re-auctioned in 
October 1977 and September 1977, which 
resulted in loss of Rs 91,730 and Rs • 
32, 600 towards 1 icence fee. The 
department issued <March 1978> recovery 
cer.tif icates to the Tahsi ldar for 
recovering the amount of I oss as 
arrears of land revenue, against which 
the defaulting licensees filed writ 
petitions in the High Court. The High 
Court decided <June and July 19801 that 
recovery could not be made as arrears 
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of land revenue. The option available 
to the de part me n t was only to f i 1 e a 
C i vil Suit to recover the amount. The 
d e partment, how ~v e r , had not f i led the 
suit even after a lapse of 9 years. 

On this be in g pointed o u t , 
d epar t men t stated '(Dece mber 1 988 l 
ciction was under progre s s to file 
suit. 

t h e 
tha t 
the 

The matte r was r e ported to th e 
Gove r n ment in April 1 989 ; t h e i r rep I ies 
ha ve n ot bee n r ec e i ved in spite of 
r emi nders is sued i n Apr i l 1990. 

3.3. Non-levy/short - levy of excise duty 
on wastages of spirit in transit . 

Under t he U.P. Exc is e Act, 191 0 
read with t h e U.P. Is su e of Spir it f r o m 
Disti l leries Rul e s , 191 0 (as amen d ed in 
19 7 8 >, an a. ll o wa nce upto 0 . 5 per c en t 
i s a dmissible for t h e a c t ual loss in 
transi t ( b y l e akag e , evapora t i o n o r 
othe r unavoidable cau s es> of spirit 
t ransported o r e xpo rted und er b o n Li in 
wo od en casks or me tal vess els. The 
rules do not prov id e f o r any allowanc e 
f o r l o ss in transit when s pirit is 
t ransporte d i n bottles, and the ex c ise 
duty on s uc h wastage is to be realised 
from the d isti l lers under t he o rde r s of 
the conc e rned Deput y E xc ise 
C o mm issioner, to who m the wastag e 
statements are to b e se n t b y the 
officer i n -charge o f the distil l er y . 
The rule s , h o wever, do n o t p rov ide f or 

., 

• 
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any time I imit for preparation and 
submission of wastage statements by the 
latter and is s ue of recovery o rders by 
the for mer. A few cases where 
recoveries for losses in transit of 
bottled liquor were not made even after 
substantial delays, highlighting the 
necessity for prescribing time I imi ! s 
for submission of wast~ge statements 

' and issue of recovery orders are given 
below: 

Name of Transportation Extent Duty 
distil - under bond of i nvo 
I ery ---- ---------- trans- lved 

Ho of Period it loss t Rs 
con 85 in in 
sign A. L. l a kh 
•ent& I Al c o- Ii ) 

Ext -
ent 
of 
de la 
y in 
send 
ing 

hol ic s t ate 
l i tre> 11en t 

of 
l oss 
e s 

-- ---- -- -- ----- --- ------ - - - -- - -- -- - -- -
( 1) <2 ) 131 14 ) 15 1 

---- --- ---------
<al (bl 

----- -- - --- ------------- --------- -- ----
11ajhola 49 August 1,157 0 . 35 4 to 
Pilibhit <Coun 1967 to 8 

try January 11onths 
I iqu 1988 
or> 

Sardar 1, 953 January 23,910 7.05 3 to 
Hagar IMFL 1984 to 20 
Gorakh pur Ma rch 11onths 

1988 

8A-G.- to 
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( l ) 121 

I al I b) 

Naw b ~ a.J) j 625 January 
Gu nda !Coun- 1984 to 

Nandgaon 
Ghaz ipur 

t ry December 
I iquoi) 1987 

15 9 
l IMFL ) 

35 September 
ICoun- 1983 to 

try December 
I iquoi) 1987 

(3 ) 

4,61 2 

517 

Total 

14, 15 I 

1. 40 1 to 
121 

Months 

0. 15 8 to 
60 

Mont hs 

8.95 

T hese cases were repor tad to the 
depa rtmen t between Mar ch 1 988 a nd 
S eptembe r 1966. In October 1985 . t he 
departme nt reco v ered Rs. 35,358 towards 
I a s s es i n c urred between Apr i 1 1 967 a n d 
J a nua r y 1 988 in r e spec t o f Majhol3 
distil l ery . I n other c a ses ord e rs of 
t h e respe c ti ve Depu t y Ex cis e 
Commi s sio ner s f or c h a rging duty have 
s ti 11 not been re c ei ve d ! No vember 1 989 l 

a n d recoveri es cou ld r.ot be effected 
even after a lapse of more than 5 years 
in many c as es. 

The 
Governme nt 

c ases 
b et ween 

were re po r t e d 
Fe b r u a ry 1'389 

to 
a n d 

• 
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March 1989; their rep ! ies have not been 
received <Apr il 1990) 

3.4. Non - realisation of duty on exce•s 
transit wastage during export outside 
India 

Under the Excise Commissioner, 
Uttar Pradesh order da t ed 13th March 

• 1983, f our distillerie& in the State 
were permitted t o supply during 18th 
March 1983 to 30th Apr i I 1983 , 50 I akh 
bulk litres of spirit of strength not 
below 66 O. P. ( over proof) , i.e. , hav ­
ing strength of 94.78 per cent b y vol ­
ume, to the State Trad ing Corporat ion 
of India for export out o f India 
through its hand I ing agent. The c on-
signments were to be routed through th e 
bonded wa r ehouse at Budge - Bud g e (West 
Bengal l a nd on t ransit wastage s in ex­
cess of the pres cribed limit of 0.5 per 
cent, the hand I ing agent was I iabl e for 
payment of duty <c hargeable at the 
highest rate of duty on IMFL leviable 
in Uttar Pradesh). 

In March 1985, it was noticed dur ­
ing aud it of the office of the E><cise 
Commissione r, Uttar Pradesh th•t the 
hand I ing agent h a d intimated ne t tra n ­
s;; i t Cil.nd handl ing wastage o f 3 4, 232 . 7 
bulk litres and 4 , 390 bulk litres re ­
specti v ely whic h was ta k en t o be withi n 
the prescribed limits of t ransit 
wastages by the E>< cise authoriti es of 
West Bengal •

1 
On thi s basis bond f or Rs 

2 6. 50 er ores executed by the h a nd Ii ng 
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ag ent for the fulf illment of their 
ron tra.c tual IL0<b ilities was also 
;: • 1 ? a s ·=--. i by t h e E x ..; i s e au tho r i t i es of 
tJ. P . . . ·:> r . th E w a s tag e of 3 4 , 2 3 2 • 7 
!Jul k 1.i·.·.;' . . w r <:· n converted into 
alcoholic Ji: 1e s a t the prescribed 
m i n i mu m :; t r· en g t. II of 9 4 . 7 8 per cent by 
vo lum e , worked out to 32,445.75 
alcoholi c lit resl AL> and not 15,126.3 
AL as indicated by the hand! ing agent 
in its statement of transit and 
handl ing losses and c ertified by the 
Ex c is e aut horities of West Bengal. 
Adding t r.i it h<lnd !i n g wastage o f 4,220 
A L lhe t ot a l wast ag es worked out to 
.3 6 , 6 6 5 . 7 f, A L "' h i c h was i n ex c es s of the 
p ermissi b le limit bv ~ -3 .11 5 .95 AL, and 
attra cted a dut y , i c- bi l i t v amounting 
~o Rs 7 .21 lakh s . In te rest at the rate 
o f 18 per cent per annum was also 
recov erable on the said 3.mount from 
2 9th March 1965 . 

On thi i=- being p oi nted out in audit 
! May 1985 >. t h e depar t men t stated 
(D ecember 1 9 88 l that a demand notice 
for Rs 7.21 lakhs has been issued to 
the na ndl ing agent. The reply did not 
indi c~ te whet her demand for recovery of 
interei;t had a ! so been issued. It i s to 
b e me nt ioned t hat after release of the 
b o nd, the dHp<Htme n t is left with no 
s ecurit y from which recover y can be 
made. 

rnent 
The c • s€· 
in March 

was r eported to 
l !J 8 6; r eply h as 

Govern ­
not been 
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r e c e i v e d i n s p i t e- o f r e m • rvi e r i s s u e d i n 
April 1990. 

3.5.Excess storage wastages 

Under t he Uttar P ra d e sh H,11 ti i n g 
of F or eig n Liquor Ru J F- s. 19 W: . i..: s tage 
a J I ow a n c e i s a d rn i s = i ti l e ·~ ~· t. •' f ' '3 p r. r 
cent per mo n t h o r lh <=? ~.:i·c· l s ~_ c rage o f 
foreign I i quo r , but e l< (' -' in g ! , .• ~ : ed 
s pi r i t s t ore d i n a b c •: a e> j \Ja r 1::: h c. u s e . 
If t he was tage exceeds t hi:> p r;:·missible 
I imit, the 1 icens ee is esponsi b l 8 f o r 
the payment of duty o n e x c. e s s wa stage 
of such 1 iquor . 

In a d i s till ery at Nawabgan J 
(district Gonda), it was n o ti c e d 
<February 1988 > tha t t he opening b al ­
ance of bottled foreign liquo r Ci; pi nt> 
was incorrectly inc l ud e d in t he t nl :; 
stock for c alculation o f wastage with 
t: he res •.J I t th a ~. ex c es ;; wa s ta ~ e of 
1,718.4 al c o h o lic !1 t r'3 ::; of f o r eign 
Ii quor was a. I l c we d dur i n ~ ·. h e mon t hs o f 
Apr i 1 198 6 to Jul y 19 86, S eptember 

, 1986,November 1986, Ja nuary 1987 , Apr il 
1 9 8 7 t o Sept em be r 1 9 8 7 and f I i:n e m b e r 
1987, in vo l ving loss o f excis e: d J t / • rJ 

the tune of Rs 6 8,736. 

The matter was reported t o t h ~ d e ­
par t ment in Marc h 1 988 ar:d •.r.; l o 1J e r n ­
ment in Ma rc h 198 9 ; t i- 9 :.- •-= ~ : . ·.:: :; n a v e 
n o t been received i n :; pi t e o f r e minders 
is sued in Apri 1 1990 . 
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3.6.Short-reall•atlon of duty on export 
of plain •pirl t 

Under t he U.P.Excis• Act , 1910 and 
the rules fr a med t h e reunder, for the 
purpose of l e vyina excise duty, 1 iquor 
is categorised either a~ country liquo r 
or foreicn liquor. Li quor o btained 
through dis tillation. fa ll i nc in the 
ca tecory of country liquor, 11ay be 
plain s pirit or outsttll li quor and 
that falling in t he c ategory o f f orei an 
liquor may be r ectified spdrit . Sp irit 
havi ng strencth below 60 O.P . , i.e. 
contain ing 3.lcohol less than 91.27 per 
cent by volume, is t•r•ed a& plain 
spir it and that hav ing &trength of eoO 
O.P . and above a s rectified spi rit. 
The s e &pir its. havinC streng t h of abov e 
42. 6 Ji•r cent by volums are no t f i t for 
human cons u mpt ion. Pl a in s pirit of 
str ength of be low 6 00 O.P. , whether 
obtai n ed from distii lation of molasses 
o r from mal t, frape and app le , 
therefore, fa l l i n t he category of 
country li quo r , fo r t he pur pose of 
levying excise duty. In their 
notification date d 28th Apr il 1966, the 
State Governme n t prescr i bed the ra te• 
o f duty on export of coun t ry liquor and 
foreign li quor at Rs 10.65 and R• 7.50 
per al cohol i c litre CAL> re•pectiv el y. 
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In a distillery at Ghaziabad, it 
was noticed <August 1966> that in 
accordance with the orders dated 5th 
Septe•ber 1967 of the Excise 
Commissioner, Uttar Pradesh, export 

• duty on plain spirit <prepared from 
malt> of strength below 600 O.P. wh i ch 
fell in the cate r ry of country 
liquor,but not f t for human 
consumption, was realised at the 
correct rate of Rs 10. 65 per AL. 
However, in the same distillery, excise 
duty on 21,730.8 AL of the same kind of 
plain spirit exported out of Utta r 
Pradesh du1 ing the month of Augus t 
1987, export duty was realised at the 
rate of Rs 7. 50 per AL , instead of at 
the correct rate of Rs 10. 65 pe r AL. 
Application of the incorrect rate of 
duty resu I ted in short rea 1 1 sat ion o f 
duty of Rs 68,452. 

On this being pointed out i n audit 
<August 1986>, the Excise Officer in ­
charge stated !August 1988> tha t export 
duty @ Rs 7.50 per A.L had been 
realised as pe r the order dated 7th 
August 1987 of the Excise Commissioner, 
Uttar Prade s h and t hat recovery of the 
am ount r eal i sed short would be made on 
receipt of necessary orders of the 
Excise Commissioner, Uttar Pradesh. 

The matter was reported to the 
department i n September 1988 and to 
Government in March 1989; their replies 
ha ve not been received in spite of 
r eminders issued in April 1990. 
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3.7.Short- payaent of licence fee due to 
adoption of lesser installed production 
capacity. 

Unde r the U. P. Excise Ac t , 1 9 10 
a n d Ru! es fram ed thereunder, a 1 i cence 
to wo rk a di st illery is to be era n ted 
t..o a n applica n t at t er the Excise 
Comm i s sion er is sat isfied that <a> t he 
proposed buil ding, vessels, plant and 
app~ra lus t..o be u sed in con nection with 
the manufacture of sp1 r it a re in 
conformity with the plans submitted by 
t he applicant, <bl the required amount 
of secur i ty deposit has been deposited, 
and ( c) the l i cence fee has been paid 
in adv ance. No alteration or addition 
in or to the existing building or in 
or to s uch stills and other permanent 
apparatus can be made (to enhan c e the 
production capacity ) without p rio r 
a pproval o f the Excise Co mmissioner. 
From t h e year 1 974 -75, the I icen c e fee 
at. the p r escribed rate was char geable 
o n l h e yearly installed pr o d uction 
ca pac i ty of the dis ti llery , inst ead of 
at the fix ed rate of Rs 1000 per annum. 

With the pe rmi ss i o n granted by t he 
Excise Commiss io ne r in J1;l y 1965, a 
disti l lery in Ha rgao n !district 
S itapurl augmented its ir.stal led 
p roduction capac ity fr o m 1 1, 530 
kilolityes to 15,900 kilo li tY~s and 
intimated co mp let i o n of t he 
augmentc.tion to t he departme nt in its 
lett1:1r dated 2nd December 1 967. The 
distillery had earli e r <February 1967> 

.. 
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r equ &sted t he E xc is e Comm i ss ione . f or 
e n han c ing i ts li c e n s ed c apaci ty 
acc ord in gly on which no dec is i o n was 
taken by the depart111ent. The dis til ler 
was, however, ca 1 I ad upon to pay the 
yearly l icence fee from 1974- 75 on t he 
b a sis o f old 1 icensed installed 
p r oduc t i on capacity of 11, 530 
k i lolitres, instead of the augmented 
c a paci t y of 15,900 kilol i tres. 
l !1action of t h e depart111ent resul ted in 
s hort-reali s ation of 1 icence fee 
a mounting to Rs 1.64 lak hs for 1 9 7 4 - 7 5 
t ) 1 988 - 89. 

On th is being pointed out in audit 
i n J u ne 1 987 , Government stated in 
J u. n uary 1989 that un 1 ess the augmented 
in s t alled capacity is recoenis&d by the 
~ once rned department of the Min1$t r y of 
J ·· d ust r y , Gover n ment of Ind i a , on the 
o.~•p l icat i o n in t hat behalf to b e mad e 
by t he d ist i l le ry, 1 i cence fee o n that 
c z,pac i ty cannot be r ealised . The stand 
~ak e n by the Gover nme nt was not correc t 
in vi e w o f t h e fac t t h at the 1 i cence 
i~ e was char gea b le on t he ' i nstalled 
pr oduc t ion cap aci t y ' as per Rul e 703( 4 1 
ib i d a nd li ce n s e d capac i t y wa s n o t 
r elevant f or the pur p o s e of l e vy o f ' 
l i c e nce f ee. 

3. 8. Non- levy o f i nterest o n belated 
pay• e n t& 

As p er 
Exci s e Ac t , 
Marc h 1 985 , 

p r ov isions of 
1 9 10, as amend e d 

th e U.P. 
f rom 2 9th 

where any ex c isw rev enue 
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has not been paid within three months 
from the date it becomes payable, 
interest at the rate of 16 per cent per 
annum is recoverable from the date such 
excise revenue had become payable ti 11 
t he date of ac tua l payment. In respect • 
of excise revenue which had become 
payable before the date of commencement 
of the said amendment, viz. , 29th March 
1985, interest at t he said rate is to 
be c harged f rom 2 9th March 1965 if the 
excise r evenue is not paid within three 
mon t hs of the sa id date. 

I n one case interest amounting to 
Rs 30,546 for the period 29th March 
1985 to 3rd January 1988, was recovered 
by the department <February 1966) on 
being pointed out in t he audi t. A few 
other c ases noticed during audit are 
cited below: 

(a) Between Jul y 1983 and September 
1986, the Deputy Excise Commissioner, 
Unnao ordered for recovery of excise 
duty of Rs 3.46 lakhs on the excess 
transit wastages of country 1 iquor 
transported to bonded warehouses. The 
ex cise duty was p a yab le fr om the date 
of the order passed by the Depu ty 
Exc i se Commi ssioner. The amount of Rs 
3.46 lakhs was, howe v er, deposited C'' 
the d istil l ery between October 1986 a n , 
June 1967, afte r delays ranging fro• 5 
months to 21 mo 1ths. For the late 
deposit o f excis e revenue, interest a t 
the ra t. a of 18 per cent, amounting to 

, 
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Rs 73 , 977, was 
dis t illery , bu t 
its reco ver y . 

also pay ab l e b y the 
n o action was ta ken for 

Th e ma t ter was r e p o r ted to t he 
• departme n t in Nov ember 1988 an d to 

Go ver n me n t i n Jun e 1989 ; t h ei r re p lie s 
h av Q n o t been r e c e iv e d in spite o f 
r smind e r s is s ued in A pr i I 1990 . 

! b l In Saha r a n pur . e xc ise r e v e n u e 
c o m p r i s i n g 1 i c e n c e f e e a n d 1 ~ ~ , J • • .:; : ,_, 

fee t o the tu n e o f Rs 4. 4 9 lakh s , 
payabl e b y th ree li c en s ee~ in res pect of 
t. h e p e r i o d p r i o r to 29 t h Marc h 1 9 8 5 , 
wa s p a id pieceme a l af t er de l a y s r an g in g 
fr o m a bout t h r ee mo nths t o t went y t wo 
mon t h s r e c k o ned f rom 29t h Mar c h 19 8 5 . 
I nterest a moun ti n g t o Rs 1. 06 l ak h s was 
l e v i a bl e o n t h e s e be l at e d p a y ments , b u t 
it wa s not le v i ed a n d r ea lise d . 

On t hi s b ei ng 
(J une 1988 1, the 
! F e b r uar y 19891 
c er tif ica t e f o r Rs 
i s s u ed . 

T h e matte r 

p o inted o ut 
de p a rtment 

t ha t 
1. 06 l ak hs 

in audit 
stat e d 

re c o very 
has be en 

wa s r epo rted to 
Go ve r nm en t i n Mar c h 1 989 . 

Ccl In Dehr ad u n , e xc is e re v en u e o t h e 
tune o f Rs 'S . 5 4 l akhs, whi c h b e c a me 
p ay ab l e b y 10 I ice n s e e s p r1 o r to 29t h 
Ma r c h 1985 , 1vas pa i d aft e r je l av o f 8 
to 36 mont'l s r eckon ed fro m ~9th March 
1985. Inte re s t a moun t in g to Rs 1. 4 4 
l =d; h-:; was l ev iab l e on the s e delayed 

• 
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~ · a vine n t s o : "'" «-:: i se r e venue, but it \..' as 
r , .-, 1 v 1 ~ d ,.:i n .:1 t t. ~ I i s e d . 

The matter was r eported to the 
d e p artment j n Ju I y 1988 and to 
Gov ernment in Ma r ic h 1 989 : their rep I ies 
have n ot bee n recei v ed in spite o f 
reminders i ss ued in A p r i I 1990 . 

3.9. No n - l e vy of pena l t y 

U nd er t h e U. P.Ex c i se Act , 191 0 and 
the rules ma d e ther eu nder, a I icensed 
re tai l v endor is e n ti t l ed to get spirit 
f ro m wh ol esale vendor (con tractor) 
w i t hin reas o nab l e time afte r pay me n t of 
duty and con tracted price. In the 
event o f the wholesale v endor 
!contracto r> failing to su p ply such 
spirit with i n the time adjudged b y the 
Co ll ector to b e reaso n able, spir i t 
s h a l I be procured f ro m e l s e where by the 
C o l I ect o r _! and tr. ::? cos t , a n d any I oss 
ac cruing t o Gover nm ent wou lrl be 
recove r ed from t he wn ol e sal e v end o r 
( c ont ractor>. In addition, the 
cont ractor sha l I b8 I i ab l e , at the 
dis cr e ti on of the Exci s e Co mmissioner, 
to a p e n a lt y n ot exceeding ~s 17 . 50 per 
a l co h oli c I it. y t_·. or sp ir it demanded but 
n o t s •J pp l i e d • 

! n the course of audit o f t h e 
Bonded Wa re h ous e I co u ntr y 3piri tJ, 
De hradun. it was no t iced <De~ e m ber 

1 9 8 6l that during 1984 - 85 o 1986-87 . 
c o ntra ::: t fo r su p p ly of s p ~ r it t.:1 t h<? 
3 b u v e - m e n t i ,, n e d ti o n d e d l..J .:; r ? h :; •.J s s> .J :.; .:;; 
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gi·J en to a distillery !wholssala 
v endor ) situated at Dehradun. The 
distill e ry, however, failed to supply 
w i t h 1 n r ea s on a b I e t i me 5 . 18 I a k h l i t '• '· · s 
of s piri t demanded by I icensed retai I 
ve n d or s during the said period (u;:>to 
December t 9 86l . The quantity of spirit 
was arranged by t he Collector, Dehradun 
fr o m ot her di s t iller ies o f the Stat6. 
For non - s uppl y · of the spirit, penalty 
upt o a maximum of Rs 90.68 lak hs was 
lev iabll? ~ hr:iwe ve r, no penalty 
what so e v er was imp o sed on the 
def 3u! t ing whol e sal e v endor. Instead, 
c ontract f or s upp l y o f spirit was 
.:iwar d .:?d to t he same dist)llery in the 
subsequent years. 

The matter was 
d e partm ent in February 
final action taken 
received !April 1990 ). 

The case was 

reported to the 
1987. Report on 
has n ot been 

repo r ted t '1 
Government in February 1988; their 
rep I y has not be e n received i n spite 
of reminders issued in Apr i I 1990. 

3.10 Non -deposit or delay in deposit of 
security money into Government account 

Under th'=! U.P.Ex ci. s e Act , l ~ i O and 
ru les framed thereunder, al l sums 
r e c e l v e d i n C' a s h o r i n b 3 •·1 k r:I r ;.3 f t. s a s 
secur1t v a d va nc P. u p':<:> .2.<)( P t1 on the 
da ti:> o t ;:n J .-:: 1 ion fr om lh e hi gnest 
bidd8r '.5 o t c ountr y-! i q uo r e r ! n d ian 
made F o reign Liquor s h o p s . ar e re~ u ir ed 
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to be credited into Government account 
on the same day. Amounts paid 
subsequently on the same day are to be 
kept in the sealed bags in the Treasu.ry 
and brought to account on the next day. 

At Etawah, for the year 1967 - 66, 
four groups of c ountry liquor shops and 
si.x foreign liquor shops were &ettled 
in auction C'n 27th March 1967. Rupees 
25 . 16 lakhs <Rs 3. 16 lakhs in cash and 
Rs 2 2 lakhs in bank draft) paid on the 
day of auc tion a s advance security by 
the h i g hes t bidders were not deposited 
to Go v e r nm en t account on the same day 
or on th e fol lowing day . Later, sum of 
Rs 3. 16 lakhs was credited to the 
Gov ernment account on 16 J uly 1987, 
i .e . af te r a l apse of 3 months and 19 
days. wh il e the Bank Drafts were not 
credi ted at a ll <February 1988). 

On this being pointed out in 
audit <February 1988), the Distri c t 
Excise Officer, Etawah state d in 
February 1988 that the Bank Drafts were 
not credited to Government account 
with i n thair validity period as the 
concerned clerk had retired and that 
they were subsequently sent to the 
concerned banks for revalidation. I t 
was noticed, however, that the Bank 
Drafts were not even entered in the 
Revenue Register CG-6) or in t h e 
race i pt granted to the depositor <Form 
G- 16) and no details of these bank 
drafts were now available with the 
department <February 19881 . 
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The matter was r e por t ed t o 
Gov ernmen t in April 19 89; re p l y ha s not 
bee n recei v e d i n spit e of reminders 
i s sued in Apri I 1990. 

3 . 11 Non- ad j u&taent o f lice nce f ee fr o m 
s ecuri ty depos it 

In t he Distric t Exc ise Of fice, 
Gonda , i t was noti c e d <June 1988 l tha t 
t h e I icensees o f co un t r y s pirit s hops 
of Ra ni g an j group for t he year 1977-78 
havin g def a,ulted in pay men t of licence 
fee t o th e e x ten t of Rs 29 , 670 f i led a 
s uit a gai ns t reco ve r y of the amou n t i n 
t h e Court o f C i v il Judge, Go nda . A sum 
equ i va l ent to the a mo u n t was kept i n 
t he Stat e Ba n k of Ind ia, Go nda as 
secu rity u n der t he or d e rs o f t h e Court. 
The su it wa s finally d ismiss ed o n 4th 
Apr i I 1982. No act i o n was , howev er, 
take n by the depar tmen t e v en a f t er a 
l a p se o f s i x y e a rs , to ge t t h e a mou n t 
released fr om t h e b an k a nd c redi t ed t o 
Gover nme n t Ac c ount. 

On th e o missi o n be i ng poin t ed out 
in audi t ( Ju l y 1 988 ). t h e depar t ment 
s t a ted i n F ebruar y 1989 t h a t acti o n wa s 
be i ng t ak e n t o get th e a mount re leased. 

The mat ter wa s repo r ted to t he 
Go v er nmen t in Mar c h 1 989 : the ir re pl y 
h as not b een re c ei v e d insp ite o f 
remi nd e r iss ued in Ap r i I 1 990 . 



CHAPTER-4 

TAIES ON VEHICLES. 

GOODS AND PASSENGERS 

4. 1. Results of Audit 

Test check of the records of 
t h e Transport Department during 1988-89 
rev ealed short levy of taxes amounting 
t o Rs 190.03 lakhs in 232 cases, which 
b r o ad ly fall under the foll o wing 
categories: 

1. Short levy of 
passenger Tax/ 
additional 
passenger Tax 

Nuaber 
of 
cases 

114 

2. Underassessaent 
of road tax 

35 

3. Short levy of 
goods tax 

4. Other cases 

TOTAL 

27 

56 

- - ---
232 
- -- --

( J ~- ,.., ) 

Aaount 
<In l akhs 
of ·rupees> 

57.14 

14.73 

63.31 

54.85 

- - -- - -
190.03 
--- - --
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A few important cases noticed 
during 1966-89 and earlier years and 
findings of a review on •assessment and 
col !action of passenger tax• are 
mentioned in the succeeding paragraphs. 

4 . 2 Assessment and collection of 
passenger tax 

4. 2. 1. Introduction 

' Under the provisions of the 
U.P . Motor Gadi <Yatri-kar) Adhiniy a m, 
1962, passeng er ta x i s 1 ev ied o n e very 
passenger carried by a s t age carriage 
or contract carriage, at rates not 
exceeding 20 per cent of th e fare 
payable by such passenger. Initially 
t he rate of passenger tax was 5 per 
c ent of the fare, which was raised to 
10 per cent with effect from lst 
December 1962, ~5 per cent from 1st 
January 1966 and then 16 per cent from 
1st May 1979. Besides, from 15th 
November 1971, additional passenger tax 
at th e rate of 10 paise is levied on 
ev ery pas senger car ried by a stage 
carriage plying beyond the 1 imits of a 
c ity or municipa lity, when the ordinary 
fare for such journey is not less than 
one rupee. From 1st November 1976, a 
surcharge is also levied for insurance 
of pa sse nger s on ev ery passenger for 
eac h jour ney at t he rate of 5 per cent 
o f t_ h e agg regate of the tax and 
additior1 a l tax. The tax is c ol lec tsd 
b y the o per ato r o f the stage carriage 

SA.a.- J1 
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and paid to the State Government in the 
prescribed manner . 

An operator of a ~tage carriage 
has the option to pay passenger tax on 
way-bill basis (i.e., on the basis of 
actual number of passengers carried> or 
o n lump sum basis. In the latter case, 
the tax payable is calculated according 
to the fol lowing prescribed form~la: 

Tax payable = F X T X R 

where, 

F = The total fare 
payable for the entire route 
ful 1 seating capacity and 50 
of the standing capacity; 

normally 
for the 

per cent 

T = number of one-way trips; and 

R = rate of tax . 

Provided that the amount of lump 
sum shal 1 not be more than the amount 
determined in accordance with the above 
formula and shall not be less than 75 
per cent thereof. 

Further, additional tax at the 
r ate of 25 percent of passenger t ax 
determined as above and insurance 
surcharge at the rate of 5 per cent of 
passenger tax plus additional passenger 
tax is also chargeable. 

. 
' 
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In c ase o f a 
ex c luding a moto r 
formu l a is adop ted 
on lump sum basis: 

c ontract c arri a ge 
c ab, the fol low i n g 
for payment of tax 

Tax paya ble = F x D x R 

where, 

F = maxi mum rate of 
kilometer or such lower 
shal 1 in no case be less 
cent o f t h e maximum rate; 

fare per 
wh ich 

75 per 
rate , 
t h a n 

D = to t al di stanc e expected to b e 
travelled b y the vehicl e in a mon t h; 
and 

R = r at e o f ta x . 

way - bill m1=1Lhod, t he 
h a s to file week l y / mo n t hl y 

Under 
o perator 
returns showing t h e f .J rP. a ctually 
realised, 
method, no 
f i 1 ed w i th 

whereas u n d e r I ump s um 
returns ar e r1J qu i red t o be 

t he d epartmen t . 

4.2.2. Scope of A udi t 

A review was conducted in a u d it t o 
stu dy the exis t ing ru les and p roc e du re 
followed in reg a r d to l ev y a n d recove ry 
of passenger t ai x by the p resc ribed 
authorities in U.P. The review wa s 
undertaken during the period Dec em be r 
1988 to May 1989 and c ov e red th e 
offi c es of the Transpor t Commiss ione r, 
U.P., 8 Region a l Tran s port Off i cers at 
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Luckn r w, \l a r ana.si , Gorakhpur , Faizabad, 
Mee rut , Kanpur. Moradabad and Dehradun, 
1 As s i stan t Re gional Transport Officers 
at S ita p 1.1 r , Hardoi, Azamgarh, 
Ghaz iabad , Ha mirpur, Orai and Mainpuri 
a n d 4 c hec kpo s t s, ou t o f 14 Regional 
Tr an s por t O f fi ces~ 39 sub-Regional 
tr a nsport Offices and 3 5 checkposts in 
the S tate . 

4 . 2 . 3. Organ i sa t ional set - up 

The ov erall responsibi l ity for 
ass e ::o smen t a nd c ollect i on o f tax es, as 
also issue o f necessary di rections, in 
this reg ard res t s wi th the Transport 
c o mmi s s i o ner , U.P. The S t a te is 
di v ided into 14 r egions , eac h under the 
char ge of a Reg i ona l Tr a nspo r t Officer 
and 3 9 S ub- r eg ions, e ach u nder the 
c harg e of an Assista n t Regional 
Transpo rt Off i cer <Adm i ni s tration>. 
Be sid e s, t here ar e 35 c h e ckposts at 
v a r ious e ntry points int o the State 
w h i c h co I I e c t pa th - k a r and o the r tax es 
r r om v~hi c ! Gs of o t her States entering 
i nto Ut ta r Prades h or passing t hrough 
i t . 

4 2. 4 Highlights 

( ~ I Increase in passenger tax 
recei p t s was not commensurate with the 
increa sJ i n the nu•ber of buses and 
passenger f are. i ndicati ng shortfall of 
revenuR to ~he extent of 95.5 per cent 
o v er \.,. .:t per iod 1962- 63 to 1967 - 68. 

; 
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The contribu t ion of pas senger tax 
r evenue to the tota l t a x r e venu e o f t h e 
State also d ec lined ov e r these years . 

<ii) Enhanced rates o f far e, as 
prescribed by Govern•ent in "ar c h 1987 , 
were not taken i n to a c c o unt i n 
c o•putation o f p~s&enger tax i n respec t 
of all the r outes in Varanasi a nd 
Gorakhpur r eg ions a n d 21 routes in 
other 4 reg ions and 4 s u b - reg ions 
res ult ing i n consid erabl e l oss o f 
r evenue . 

Ciii) Delay in enf orce•ent o f 
•in i •u• rates o f f are b y State 
Transport Authority depr i ve d the S t a te 
Gover n•e nt of r e venue of Rs . 13 ,26 
lakhs. 

Civ) Non- assess•ent o f pa s s e n ge r 
tax on the bas i s of f are for act ua l 
length of routes resulted i n s hor t 
realisation of pas sen ger tax a •ounting 
to Rs 7. 2 3 lakhs . 

(y) Non- r ounding off of fa r e to 
the nea r e st •ultiple o f f i f ty paise 
<includ i ng the a•ount of passenger tax , 
additional passe nger t ax and insur a nce> 
surcharge) r esulted i n tax be i n g 
realised shor t by Rs 2 . 26 l a khs . 

<vf) Non - a s sess•e n t o f pass enger 
t ax for the entire per•it t ed r o u t e 
resulted in tax being realised s hor t by 
Rs 10 . 58 lakhs in 4 r e g ions a n d one 
s uu- region. 
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(vii> Short r ealisaLion of 
p assenger t ax in respect of contract 
carriages due l o not applying mi nimum 
prescr ibed mil 9age and f a re amounted to 
Rs 3 .78 lakhs . 

(viii> : n o-rdinate delay in issue of 
p erm i t. s 1, n 6 i nter- s ta ta r o utes of U. P. 
a nd Madhya I' radesh d e pr i lied t h e State 
Govflrnment of p assenger tax a•ount i ng 
to Rs 7.88 l a khs. 

(ix> Ag ainst Rs 226. 35 takhs due 
from lhe D~lhi Transpo r t Corporation by 
way o t p. Sb e 1\,ge r tax to be remitted , a 
s um of Rs 150.00 lakhs only was 
re111i t ted by t he I attar due to I ack of 
c ontrol over suc h remit tances. 

( x ) 
procedures 
carri a ges 
permits 
resulted 
amounting 

No n ·-obser vance of rules and 
in respect of contract 

covered b y temporary/specia l 
issued by other States, 

in s hort reali sa tion of t;;i x 
to Rs 4.69 l a khs. 

4.2.5. Trend of passenger tax 
r e v g nue 

a-vis 
I 0 t I 

The positi o n 
the number 

y '? ~rs 
b-=- I O W: 

t • x r e v 2 n 1.1 e 
195 1 -B::.: to 

o f passenger tax vis­
o f b uses on r· o a d and 
o f th e S tate f o r the 
1957-58 is i1 1di ca ted 

. ... _ 
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Year 

( 1l 
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Number Revenue Total tax 
of under revenue 

buses passen- of Uttar 
ger tax Pradesh 

(In crores of rupees) 

(2) (3) ( 4) 

percen ­
t age of 
contr ibu ­
tion of 
pas se nge r 
tax t o­
tota l t a x 
revenue 

15) 

--- ----------- ------------------ ------- ----- -' 
1981-82 9,032 33.73 822.82 4. 09 

1982-83 9,932 36.23 929.30 3.88 

1983- 84 16,425 41. 94 992. 10 4. 2 3 

1984-85 18, 345 46.71 1,140 . 17 4.09 

198 5-86 17,602 51. 63 1,291.41 3.90 

1986 -87 19. 183 55.40 1,528 . 6 0 3.62 

1987-88 2 1.31 3 65 . 10 1,988.66 3.27 

During the above period, there was 
an overall inc rease of 136 per cent in 
the number of buses o n roa.d and 52 per 
cent increase in the fare per 
k i lometer. Taking these two 
incremental factors into account, the 
passenger tax revenue should have gone 
up by lf.H3 . 5 per cent. As against this 
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the revenue under passenger tax 
inc reased by only 93 per cent , the 
p ropo rtionat e shortfa l I being to the 
exten t of 95.5 pe r cent. During the 
same period, passenger tax per vehicl e 
ca me down from Rs 37,345 in 1981-82 to 
Rs 30,545 i n 1987-88 and c ontribu t ion 
of passenger tax to tota I tax revenue 
came down from 4.09 per cent in 198 1-92 
to 3 .27 p er c en t in 1987-88. In 
December 1986 , the Transport 
Commi ssioner had intimated to 
Government that because of paucity of 
c h ecking s t a I I, there was scope for 
evasion of passenger tax on I arge 
scale. 

Targets fixed by the State 
Gov e rnment for pa.ssenger tax vis-a.-vis 
~c hi ev ements during the period from 
1985-86 to 1987 - 88 were as under: 

Year 

1985 - 86 

198 6- 87 

J98 85 

Ta rge t for 
passenger 
tax 

Actual Shor t ­
re venue fa! I in 
under target 
passenger 
tax 

<in cr o res of rupees) 

59.86 51. 63 8 . 2 3 

63.56 5 5 .44 8. 12 

12. 22 

; 
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The main constraint i,n achieving 
the targets, according to the Transport 
Commissioner, was paucity of staff and 
the consequent inadequacy of survey and 
checking operations on private 
operators' routes in respect of trips 
and occupancy ra ti o of seats in the 
buses paying tax under lump sum 
agreements and th e corr ectness of way­
b i I Is of buses pa.y i ng tax under this 
method. 

4. 2. 6. Loss of passenger tax due to 
adoption of incorrect fare co•ponent 

The ~i o tor Ve h i c I es Act , 1 9 3 9 
provides that with a view to prevent i ng 
uneconomic competition among motor 
vehic le owners, the State Government is 
authorised to fix the maxi mum and 
m i n i mt'. m f a r es - to be c h a r g 6 d by 
operators of stage carriages and 
co ntract carriages. For this purpose a 
draft of the pr oposed directi ons is 
firs t published in the Official Gazette 
inviting objections or suggestions from 
interested parties and then the rates 
of fare are finalised in consultation 
with the State Transport Authority 
after gi v ing these parties an 
opportunity of being heard. The fares 
are increased by Government at the 
•~q uest of interested parties, 
· Jn s idering the increase in cost of 

s pa r e p a rt s , fuel and other operational 
c harges. In case of contract carriages 
r11 )6S S ipu Jate tha t fare shaJJ not be 
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1 ess than 75 per cent of the maxi mum 
fare prescribed by Government. 

Ci> Non-enhance•ent of fare as 
prescribed by Govern•ent 

The State Government enhanced the 
maxi mum rates of fare for stage 
carriages by 20 per cent in March 1987 
and directed the State Transpo r t 
Authority t o fix the maximum rates of 
fare accordingly. the State Transport. 
Authority approved the ra t es i n its 
meeting held on 29th April 1987, 
a I though the enha n c e d maxi mum rates o f 
fare we r e al r eady being c harged b y 
U.P.State Road Transport co r por a t ion 
f r .::im March 1987 and by the private bus 
o p era t or s of Kumaon regi on from 1s t 
April 1987. 

In respec t of al 1 the rou t es i n 
Varana si and Gorakhpur reg ions a n d 2 1 
route s i n other 4 reg ions and 4 sub ­
regi o ns t es t checked between Decembe r 
1988 a nd May 1989 , it was not iced that 
t he enhanced rates of fare were not 
taken i nto acc ount in computation of 
passenger t ax. In t he absence of a ny 
survey of these routes, it could not be 
ascertained in audit when and to wh a t 
extent t l~9 fares were actually enhan -: .Jd 
by the operators of stage carriage : , 
and the actual loss of revenue t o 
Governmen t on this account. 

.. .... 

, 
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(ii) Delay in approval of •ini•u• 
Transport rates of fare by State 

Authority 

By a notificati on is s ued on 9th 
Ju l y 1 9 8 7, the S tate Gov ernment issued 
dir~ction s to State Tr ansport Authority 
to fix t h e minimum ra t e s of fare for 
s tag e c arriages as men t ioned in the 
s chedule a p pended t o the af or esaid 
no ti ficat i on . The S t at e Transport 
Auth o ri t y, however, fixed th e ra t e s for 
implemen ta t i o n i n its mee t ing held on 
16 t h Dec ember 1987, a I though th e r a tes 
were already finalised by Government in 
con s u l t at ion with the State Transport 
Au tho r ity and in t ereste d par tie s. The 
del ay in fixing the mi nimum r a te s of 
f a re by State Transpor t Au t hority 
deprived the State Gov e r nment of 
pa ss eng er tax to the t u ne of Rs 13 . 2 6 
lak h s i n respect o f 725 ve h ic l es plyin g 
o n 53 routes in 5 reg i o n s and 3 sub ­
re g io n s duri ng the per i o d f rom 9th Ju ly 
1987 to 15th December 1987 , dur i ng 
whi c h period 
conti n ued to be 
f a re b e l o w t he 

\ Governmen t. 

passenger 
pa i d at 

ta x 
t he rate 

minimu m pres c r i b ed 

wa s 
o f 
b y 
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On this being pointed out in audit 
(December 1988 l, the de par t men t s t a tad 
t hat the matter would be taken up with 
Gover nm en t for de 1 ega ti on of powers to 
the States Tr a nsport Authority in such 
cases u nder the prov is ion of the Motor 
Vehicles Act , 1939. 

4. 2. 7 Loss o f 
non adopt ion of 
class route 

passenger tax due to 
fare applicable to B 

Under the provisions of the 
U.P.M.V.Taxation Rules, 1935,the 
c l assificatio n of r ou t es done b y a 
Regional Trans port Authority is not 
val i d unless approved by the State 
T ranspor t Authority . 

In Varanasi region three routes 
<1. Varanasi-Tarwa, 2. Varanasi ­
Mehanajpur and 3 . Ballia-Reotil were 
upgraded f rom B class to A class by t h e 
Re gional T ransport Authority in August 
1987 a n d the recomme ndation for 
appr ova l was f orwarded to the Sta te 
Transport Aut h or it y i n Januar y 1988 
whi c h was not accorded ti 1 1 the dat.e of 
audit (January 1 989) . Wit.hoL1t wai ting 
for approval of reclassif i ca ti o n of 
routes by t h e State Tra n s port 
Authority, the Regional Transport 
Officer started assessment and 
reali sa tion o f pas se n ger tax with 
ef fect from 16th December 1 987 based at 
the mini mum rate of f a re applicab l e for 
A class route which is l o wer tha n the 
rate app licable for 8 c lass r oute . 

• 
' 

.. 

' 
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However, the road t ax continued to be 
assessed at the rate applicable for B 
c lass ro1..1tes which is lower than the 
r:.::il:e 1 !" t ax applicable to A class 
, , , . . s resulted in passenger tax 

·->.: r ~a 1 ised short by Rs 0. 81 ! akh in 
r e3 p~cl of 23 vehicles during the 
period 16th December 1987 to 15th 
January 1989 

4.2.6 Non- asse&&•ent of 
tax on the basis of fare 
leng t h of rout.a 

passenger 
for actual 

( i) In respect of 6 routes (2 in 
Varanasi region and 4 in Azamgarh sub­
region l, passenger tax was not assessed 
on t he basis of fare chargeable at 
minimum rate for the actual length of 
route as indicated in the permit 
records. This resulted in short 
assessment of tax amounting to Rs 2. 03 
lakhs d uring the period from 16th 
December 1987 to 31st January 1989 

Ciil In Ghaziabad sub-region, in 
respect of Ghaziabad-Farukhnagar route, 
passenger tax was being assessed with 
effect from October 1987 on the basis 
of fare chargeable at t he maximum rate 
taking the Ieng th of the route as 15 
Kms. against the actual length of 20 
Kms. indicated in the permit records. 
This resulted in short assessment of 
tax amounting to Rs 0.49 lakh during 
t he per iod from October 1987 to 
February 1989 



. 174) 

<iii> In Ghaziabad sub-region, in 
respect of Delhi-Ghaziabad and Delhi­
Kotana Inter-State routes, the 1 engths 
of U.P.portion were shown as 15 Kms and 
55 Kms respectively in the reciproca l 
Transport Agreement between the State 
of U.P.and the Union Territory of 
Delhi, published in Official Gazette of 
U.P.Government dated 31st December 
1985. As against the above length of 
routes in U. P., passenger tax was 
assessed with effect from 5th May 1987 
on the basis of fare chargeable at the 
maximum rates for 11 Kms. < 13Kms with 
effect from 10th September 19881 and 
46Kms. respectively. Calculation of t ax 
on shorter length of routes than actual 
resulted in short realization of 
passenger tax amounting to Rs 4.71 
lakhs during the period from May 1987 
to March 1969. 

4. 2. 9, Under- asse&s•ent of 
tax ~ue to non-rounding off 
fare 

passenger 
of gross 

The State Government increased the 
maximum rates of fare in March 1987 and 

• 
' 

fixed the minimum rates of fare in July ' 
1987 in respect of stage carriages with 
the provisions that fare will be 
r o unded off to the nearest multiple of 
fifty paise including the amount of 
passenger tax, add it i ona 1 passenger tax 
and insurance surcharge. 



• 

• 
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In respect of six routes( 2 in 
Meerut region, 3 in Jalaun Sub-region 
and 1 in Hamirp1.u S u b - region>, 
passe nger tax was assessed on incorrect 
fare, not taking into account the 
provision of rounding off of gross fare 
inclusiv e of taxes. This resulted in 
tax be ing short assessed by Rs 2. 2 6 
l akhs for the various periods between 
May 1987 and April 1989 . 

On this being pointed out in audit 
the Regional Transport Officer, Meerut t 
sta ted (March 1989 > that difference of 
tax <amoun ti ng to Rs 0 .50 lakh> had 
been recovered in respect of Delhi 
Saharanpur route. In respect of other 
routes, taxat i on office rs concerned 
stated that the difference of tax would 
be recovered. 

4.2.10 Los& of revenue because of 
inefficient/ineffective aachinery to 
check illegal plying of vehicle& 

Number of stage car ri age permits 
on a route, trips to be performed by 
each vehicle and load factor(occupancy 
ratio of seats> to be allowed on that 
route are i nter -rel ated factors 
affecting levy of passenger tax. The 
State Government by a notification 
issued in December 1978 gave direct i on 
to the State Transport Authority and 
Regional Transport Authorities 
regarding consideration of applicat ions 
for stage carriage permits o n non­
national ised routes in the State . As 
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c ertain difficulties were experienced 
in the implementation of the said 
directions, the aforesaid notification 
was rescinded in September 1980. Taking 
into consideration the increase in 
population, trade, transit of goods and 
Government work, another notification 
was issued in March 1987, in which 
(clause 1> it was directed that the 
number of stage carriage permits on any 
non-nationali sed r o ute where t here has 
been n o increase in such permi t s during 

3 a period of more than five years, ·shat I 
be increased by 100 per cent and where 
there has been no increase during a 
per i od of more than two years shall be 
increased by 3 0 per cent. Where there 
has been no inc rease during a period of 
more than one and less than two years 
shall be increased by 20 per cent. 

A writ petition was filed (1987) 
in the Hon'ble High Court of Judicature 
at Allahabad by a number of existing 
permi t holders of non-nationlised 
routes cha l l en g i ng t he aforesaid 
pro v ision of the notification on the 
plea tha t the presumptions regarding 
increa se in traffic and publi c needs 
were arbitrary. Government in their 
counter affida v it explained that 
comparative study of availability of 
6 tage car r iages on various ro u tes in 
the Sta t e f or every one lakh of people 
as c ompared with other States, was much 
less , which encouraged illegal plying. 
It was also stated that ~xperience 

proved that various Regional Transport 

• 
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Authorities were not in a position to 
assess the ac tua 1 need of the 
travelling public for want of neces s ary 
means required for the purpose. Hon'ble 
High Court in their Judgement dated 
20th September 1988 observed that •to 
provide more buses to ease the traffic 
for convenience of public is a laudable 
objective but the procedure for it 
should be within the framework of law 
which cannot be thrown over board 
because machinery to check illegal 
plying is inefficient/ineffective or 
reports received by Reg i onal Transport 
Authorities are defective. the 
Government is not entitled to ignore 
law and assume facts without sufficient 
material to increase the strength not 
on necessity but bec ause of 
apprehension of illegal plyi n g or 
incapability of Regional Transport 
Authorities to get proper reports.• For 
these reasons impugned c 1 ause 1 of the 
notification was struck down as ultra 
vi res. Thereat ter, Government issued 

~ another notification in January 1989 to 

'• 

increase the number of Etage carriage 
permits in sufficient numbers, taking 
into consideration the increase in 
development work, industrial 
activities, social welfare schemes, 
populations, trade, transit of goods 
and inadequacy of facilities provided 
by Ra i 1 ways and on the bas is of 
available survey reports and assessment 
of necess i ty of transport due to long 
term planning. But no norm has been 
laid down and the matter has been left 
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to the discretion of Regional Transport 
Authorities . Thus, Government failed to 
fix any definite norm or reliable yard 
stick for fixing the strength of stage 
carriages ~n non-nationalised routes 
since 1978 as also in the case of 
prescrib i ng any rational method for 
determining load factor i.e. occupancy 
ratio of seats in a bus. A few 
instances of under estimation of 
trips / load factor are given below: 

<I> In Hardoi sub-region, against 
the sanctioned strength of 15 and 25 
vehicles permitted to ply on Hardoi ­
Beninganj-Sandi la and Hardoi-Sitapur 
routes, only 9 and 17 stage carriages 
were actua 1 1 y p 1 y i ng even then 
passenger tax under 1 ump sum agreement 
from them was assessed at 75 per cen t 
loa d factor since August 1971 and 
J a nuary 1981 respectively. Similarly, 
in Azamgarh sub-region in respect of 2 
s t age carriages against the sane ti oned 
s t rength of 7 permitted to ply on 
Maharajganj-Khairuddinpur route, tax 
wa s a ssessed at 75 per cent load fac t or 
s i nee September 1977 which was raised 
t o 77 per cent with effect from 
S e ptember 1981 without any survey and 
the same load factor is sti 11 
continuing for over six years. There 
was nothing on record to show that any 
su rvey regarding trips and load fac t or 
was ever made on the above routes. 

In Al igarh sub - region, in respect 
o f 40 stage carriages plying on 
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A l iga rh - Zewar-Ta ppal route, tax prior to 
Apr i l 1967 was a ssessed on the basis of 
42 ret u rn trips daily and 92 per cent 
l oad f actor . From Apri l 1987 the route 
was ex tended fr o m Tappa l to Vaj ana on 
wh ich six retur n t rips daily were 
al l owed and on A J i garh - Zewar - Tappa l 
(Original r o u te> r eturn trips were 
reduced from 42 t o 40 . Instead of 
i nc reasing the load factor on the route 
as the tr i ps on the original route we re 
redu9ed a nd the area of operation 
increased, load factor was reduced from 
92 to 84 pe r cent without any s ur vey . 
Computed even at 92 per cen t load 
factor, tax real ised sho r t worked out 
to Rs 2 . 11 lakhs f or the peri od from 
April 1987 to Septembe r 1988. 

<iii> l n Varanasi r egion, in r espec t 
of 49 and 2 9 stage c arriages permit tad 
to ply on Mir z a pur- Varanasi-Ghajipur 
and Mi rzapur - Varanas i rou t e s , tax prior 
to May 1988 was assessed a t 81 and 85 
per c ent load facto r r espec ti vely since 
Augus t 1977. In April 1988, the permit 
holde r s of bo t h the routes requested 
tax officer f or reducti on o f l oad 
fac t or o n th e g rounds t hat 10 return 
trips daily we r e being pe r fo rmed by the 
vehicles owned by U.P . State Road 
Transport Corporation induc t ed on the 
r o ute from Mirzapu r to Ghaz ipu r. Th o 
tax officer reduc e d the load fact or 
from 8 1 to 75 per cent on Mi r7::apur ­
Ghaz i pu r route and fr om 85 t o 60 per 
cent on M irzapur - Var~nasi route fr o m 
Ma y 1988 without a ny survey. 
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liv> Section 4 8<3> of the Motor 
Vehicles Act 1939 , provides t hat while 
granting ~ permit t o a stage carriage, 
t h e Reg i o n a l Tr a nsport Autho rity may 
attach a condition regardi ng minimum 
a nd m&ximum n umber of daily tr ips to be 
perf o rmed by t he vehicle o n the route 
f or which the permit is granted . For 
any deviat i on from t he condition s of 
the pe r mit, C1pp r ova l o f t h e R e g iona l 
Trans por t A u t hor ity is requ ired. When 
the operato r of a stage carri age enters 
in t o lump s um a greement for the payment 
of p asseng er tax, t h e ag reement shal 1 
be f or a period o f three months or f or 
the expired period o f the curre n cy of 
t he permit, whi chev er is less. 

In Luckn u w re g ion the Regional 
Transpor t Authority fixed ( April 1984) 
7 return s~rvictis da i J y in res p ect of 
stage ca rr ia ges plying o n the Lucknow-
Metl ihabad route , b ut t he Reg ional 
Tran s p o r t Off icer , without obtaining 
the approva I of th e Ra g i o na 1 Transpo r t 
Auth ority red uc ed th e number of da i 1 y 
s ervi ce s t o 6 whi ch was irregular and 
resu lted in passenger ta x being levied 
s h o rt by Rs 0.57 lakh in respect of 10 
vehi c l Ps t or t he period from April 1984 
to J anuar y 1988 . 

(v ) Non- c alculation of passenger t ax on 
the b as is of 30 day& in a •on t h 

Th e P ubli c 
par ~graph 167 o f 

Acc~ ~nts Co mmit t ee i n 
the1 ~ Re port for 1981 -
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e Z h a d r ~comm E' rid e d 1 w h i 1 e d 1 "' .~ " s s i n ei 
;:iarn 'L3 o f Aud i t P.<?p o rt 1 8/tJ -, -4 , th .t 
in fut.ure p a ssenger tax 5n c:11il rl h .= 
c a l culated o n th e basi s o f 30 da ys i n ~ 
111 o n t h i n ::. he who 1 e o f t h e S t a t e • 

Further , in paragraph 4. 1 l 3J o t 
the Audi t Re port for the y e ar l '1cj •i ·:.. . 

men ti on was made a bou t sorn t? r o · it<.:> ~ 

I inc ludi ng J aunpur-ShahganJ Vi ~ 

Mar t i n g a n j , and J au n p u r - G c' i r w e:i h r o .: '· ei s 
in Varanasi region> where ·agreemen t s 
for pay men t o f l u mp sum p as seng er L-n 
were being made f or a peri od of 90 
days , but t he number of • r ips t o r 
ass e ss men t of pass eng er tax w~ s 

com p u t e d on t he b a s i s o f I e s s ,.. r n 11 m .... +:- r 
o f days <ranging from 78 t , e:~ d~ys • 
g i v i n g ;;; ! I ow a n c I? f c r b r ea \.: - u •::> w " 3 r • .1 

repair s o f veh i cle s w ~1ich wCls n i:· 
p e r m i s s i b I e u n d e r t he r u ! ~ s . 8 a s e d ,, .., 
the a1.1dit obse r va t.i on <S eptember 1957., i . 
the department. had r evi s ed tt1"" 
c. s sessment of passeng er tax i n Mc. re., 
1986 on t h e b .3sis o f · 60 singl e> trips 
pe r mon th pe r veh i cl e i. e. for 30 da y::= 
i n .;i mo,, th. i n s tea d of 5 2 to 5 6 tr 1 p s 
per month in the <:3.se of 22 veh i G, l1:•s 
p ! y i n g on t h r e e r o u t ,;»s ( J a u n p u r - Sa h g a n j 
via Mart ing ::i n j, Jaun p ur-Gai rwah al"'d 
.J a u npL1r -Sahganj via K hutahan 1 0 1Jtes l 1 n 
Varanas i regi on . H oweve r, whe n t he 
m i nimum f are in respect c f ab ov e r o ut es 
w3s fixed wi th ef fect from 16th 
Dece mber 1987, which was inc id en ta lly 
.;r~.;:;t.c>r than the fare on the bosis •J f 
which the lump sum agreem e nt s were 
be i ng <? n t erer:l int o, tr e dc:?partme n+. 
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:a ve rt e d back to the a&s e s s men t of lump 
; um passenger tax on the h a si s of 52 to 
:· ._, s i ngle ~ri p ~ f~ r 'TIOO~h per v ehicle 
i'ls ti:?ad of 50 s i n~li:, tr.i ps pa r mo n th 
: ~r vehi ~' e , Non- a ss essment of 
pcisse nger t ~x on ~ r.,.,,. b~sis of 6 0 si-n g l e 
trips in a mon t' h \t~kin,; 30 days in a 
m· 11thl r e s1..1 l ted in tax beine rea l is e d 
·,,.ro it bv Rs L.~o lakh s for the per iod 
:-r_im De:cembe z 1987 to Ma rch 1969 . 

4 . 2 .11. AccaptancP of ~oad t a x in the 
abs e nce of per• i t .-. nd non -realisation 
o f passenger t ax 

In acco 1 d3ncE: wit h the p r ovist o n 
•J i r h e Mo t o r './ -'! h i c l e s Ac t , 1 9 3 9 , p e r m i t 
i s a. pre re q u ~ s i t eo f u 1· o pe I' a 1.. i an of a 
trr.~ n soo r t v eh icle in a pubiic pl ac e . 
f he l.' . P .Moto r Veh i c ies Ta x~tion Rules , 
i':0::.'5, p r ov ide t h 11t t h .,,- Taxaticn Off icer 
.- t,a I I not a c<· ~ pt rou d ta:< in respect o f 
r.nv tran s p ort v eni cle p l v ing fo r hir-ei 
·1nl es s i t i : a c compa n i!l'd t i y a pe rmit 
<• nrl pa rt B t h e r.;. of ho •~ b e e n d u I y 

: o mple ted and sig ned b y t h& Regis tering 
;., u t ho rity. 

Ii) in Varanasi r egi on, 46 Tata 
[•ies el Model 407 Ve h i c les we re < 
re g i stered as s tage c arriages during 
t he per iod fr t" m June 1 987 to Dece'!lber 
l988 and wer ~ al lowed d iff e r ent s e at i ng 
c::. pacities b et1o1e<:-n 16 a n d 2 1. Wh ile 
ii;; g i st e. r in g t h e v9hi::- les t he Tz.xation 
nfficer ac~e~t~d road t ax in re spect of 
th e s e ..,~, 1 <~1;;s and re l ea sed t he 
re gi st ra ~:on c~1tific~te s to t he owne r s 
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on the gr o und that they had applied fo r 
stage c arriage permits, although 
permits were not actually issued to 
them. Ou t of these vehicles, 13 were 
c hallaned subsequently during the 
period from April 1988 to September 
1988 for plying on hire without permi t 
16 vehicles were challaned twice and 1 
for 6 times). In these cases the 
passenger tax was assessed by the 
department for that month only in which 
the vehicles were found plying without 
permit and that too taking the distance 
expected to be travelled in a month on 
ad-hoc bas i s at 3,000 kilometers. 
However, no norm has been fixed b y t he 
de par t men t in regard to the period for 
wh ich passenge r tax shall be assessed 
in respe c t of stage carriages including 
c ontract carriages found plying wi t hou t 
permit . In the absence of such norms, 
t he exact loss of revenue in such cases 
could not be quantif i ed. 

Iii > 1 n Banda sub-region, road tax 
in respe c t of 2 Mini buses having 
seating c a pac ity o f 21 each was 
regula r ly acce p t ed by the Taxation 
Officer for t he periods from September 
1985 t o S ep t ember 1987 and from 
February 1954 to December 1986 al t hough 
they we r e not covered by permits . 
These veh ic le s were chal laned 6 t imes 
and 4 times respectively for plying 
without permit d u ring the said periods, 
a nd a sum of Rs O. 3 0 1 akh was 1 av ied 
t owards passenger tax for those months 
on l y i n whi c h t he vehicles were 
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c hallane d f o r pl y ing without permit. 
I n the abs ence o f norms, the exact loss 
o f revenue in the two cases cou Id not 
be quanti f ied. 

4.2.12. Non-assess•ent of ~assenger 

tax for the per•itted entire route 

The U.P . Motor Vehicles Rules, 1940 
pro v ide, inter alia that while issuing 
permit to a stage carriage t he Regional 
Transport Authority may attach 
condition that the vehicle shall cover 
t he entire route, for which the permit 
h a s bee n granted in each journey. 

( il In Allahabad, Agra, and 
Kanpur regions and Si tapur sub- region, 
o perator s of 46 stage c arriages, plying 
t heir vehicles on 5 routes were paying 
pas senger tax based on the fare payable 
f or part of the route on the ground 
t hat c ertain portions of the routes 
we re not mo t orab I e notw i ths tand i ng the 
fact t hat the pe r mits were granted for 
t he f u I I route. The passenger tax 
payable fo r the ent i re route amoun t ed 
to Rs 24.88 lakhs against which tax 
amounting to Rs 16.30 lakhs only had 
been realised f rom them during the 
period from Jan u a r y 1985 to March 1989. 

( ii) In Meerut region, Baghpat­
Chamarwal - Ratol r o ut e was extended by 5 
kms up to Phu I era by the Regional 
Tr :rnsport Author ity o n 8th April 1987 
and a 11 the ?.6 perm i t ho I de rs of the 
r ou te we r e p e rm i t t ed t o p ly t h e i r 
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vehicles on the entire route with 
effect from 1st July 1987. But no 
passenger tax was assessed and realised 
for the extended portion of the route. 
This resulted in tax being realised 
short by Rs 2. 00 l akhs for the period 
from July 1987 to February 1989. 

4. 2. 13 Short real i•ation of passencer 
tax in respect of contract carriage& 

Under the Uttar Pradesh Motor Gadi 
<Yatri-kar> Niya11awal i, 1962 asse•sment 
of passenger tax under a lump sum 
agreement in respect of a contract 
carriage < excluding motor cab, inter­
a 1 i a, depends on the fare payable and 
distance expected to be travelled 
during a month. In respect of a 
contract carriage rules provide that 
the fare to be taken into account for 
levy of passenger tax shall not be less 
than 75 per cent of the maximum rates 
prescribed under the Motor vehicles 
Act, 1939, and the distance expected to 
be travelled in a month sha 11 not be 
less than 4.000 kilometers. 

< i> ln Kanpur region, 13 vehicles 
of an operator were on contract with a 
company with effect from June 1985 for 
carrying employees from various parts 
of the city to the company's factory 
and vice versa. The opera tor was pa i d 
1,25,000 per month for the year 1965-66 
on l um p sum basis, which was increased 
to 1,26,700 per month for 1986-67 
onwards. The actua l number of 
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kilometers covered by each bus every 
month and the amount paid per kilometer 
was not intimated by t he company. In 
the absence of cop ies of the tender and 
contract documents in the Regional 
Office, it could not also be 
ascertained in audit. Since the 
vehicles were plying on temporary 
permits, passenger tax, computed for a 
distance of at least 4,000 kilometers 
per month and on the min i mum fare of Rs 
2.52 per kilometer <75 per cent of the 
maximum rate of Rs 3.36 per kilometer 
pres~r ibed by Government in February 
1983), worked out to Rs 1,693.45 per 
vehicle per month . However, passenge r 
tax was realised at th e rate of Rs 
1,392.65 and Rs 1,435 .30 per vehi c le 
per month fr o m the operator fro m Jun e 
1985 and April 1986 respectively. This 
resulted in passenger tax being 
realised short by Rs 1.58 lakhs durin g 
the period Jun e 1985 to March 1989 . 

<ii> Similarly, 7 vehicles 
covered by permanent permits and 4 
vehicl es b y temporary permits of an 
operator and 1 vehicle covered by 
temporary permit of another operator i n 
the said r eg ion, were on contract wi t. h 
another company with effect from Apr i l 
1981 and April 1983 respectively f o i:­
carrying staff members from differe r- « 
places of the city to the company ' s 
factory and back. As intimated by .the 
company in Octobe r 1982 and July 1984 , 
the av erage ki I ometar covered per bus 
par month was around 3,25013,350 

... 

. 
' 
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kilometers in the former case (in 
respect of 11 buses) and 3,000 
kilometers in the latter case <in 
r espect of one bus). The fare paid per 
kilometer was Rs 3.65 with effect from 
Ju ly 1981 in respect of al 1 the buses. 
Com puted on the basis of the prescribed 
minimum distance of 4 ,000 kilometers 
per mon t h, passenger tax short rea l ised 
worked out to Rs 2.20 lakhs in respect 
of these 12 vo hicles during the period 
April 1985 to March 1989. 

4.2.14. Non-realisation of 
tax fro• stage carriages 
contract carriages 

pa ssenger 
plying as 

In Luc~now re g ion, 5 stage 
carriages plying on Lucknow-Hardoi 
rou t e under substantive perm its , 
carried staff of the compani es from 
various places in the city to the 
factories and back on contract basis 
for varying pe riods between November 
1983 and July 1988. In respect of 
these stage carriages tax was paid b y 
the operators on way - bi! 1 bas i s for the 
pe riod they were plying as stage 
car riages. However, tax for the peri od 
in wh ic h these stage c arriages were 
used a ~ contract car riag e was neithe r 
paid by the operators nor demanded by 
the departmen t . On the bas is of the 
minimum dis t a nc e of 4,000 kms per mon t h 
and t he rate of fare pres c ~ibed by 
Government, the tax payabl e worked out 
t o Rs 66,000 . 
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4.2.15. Bilateral agree•ent& vith 
adjoining State& 

With a view to encouraging 
movement of transport vehicles on 
Inter-S tate rou tes by road and to 
regulate and control their operation, 
the S t ate Government has ent er ed into 
bilateral agreements with 8 States and 
2 Union Territor ies under which, on a 
reciprocal basis, a substantive permit 
issued by the corresponding State/Union 
Terri to ry is val id in the State, 
subject to the permi ts being 
c ounters i gned <after charging a feel b y 
t he Transport Authority in the State. 
Agreement places a limit on the number 
of stage carri age perm its which could 
be countersigned. Where, permi ts have 
been countersigned, road tax is not 
charged by the countersigning State. 
However, there is no such provisio n i n 
respect Gf p ay ment of passenger t ax 
leviabl e in the countersigning State. 
The a 1 1 oca ti on of stage carriages to 
each State is according to the route 
kilometerage falling in each State, and 
the routes, ag reed upon, are operated 
by both the States. 

Passenger tax in Uttar Pradesh is 
leviable in respect of stage ca.rri ag e s 
on the basis of fare charged for the 
journeys performed within the territory 
of the State. Even in cases covered by 
the bi l a t eral agreements, pa ssenger tax 
is levied and collected by the State. 
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<i) Inordinate delay in issue 
of permi ts on Inter - State routes 

A bilateral agreemen t between t he 
States of Utta r Pradesh and Madhya 
Pradesh was ente r ed i nto in September 
1980. Ac co rdi ng t o the ag reeem e n t , the 
state of Uttar Prade s h was required to 
issue 15 permits o n 8 routes for which 
applications were invited b y t h e Sta t e 
Transport Author ity in May 1982, whic h 
were to be rece ived b y Octobe r 1982. 
Objections a gainst the appli c ations 
received wer e in v i t e d as late a s in 
October 1 986. Permits were n ot i ssued 
even thoug h no object i ons were 
ereceived. Fresh app lications were 
invited again i n Ma rch 1987 . The 
ma t te r o f issue <}f pe r mi ts was no t 
finalised by t h e State Transpo r t 
Au thority ev en after a d elay of over 
Seven yeal"S <Ma y 19891. The in o rdina te 
delay in issue of per mits has had 
revenue implications of Rs 7 . 8 8 la k hs 
<Approx) f or the period from Apri l 1987 
to Mar c h 1989 a l one. 

(ii) Non- counters igning of Temporary 
Permits issue d by Bihar S t ate fo r ful I 
spe I I 

Temporary perm its f or spel ls of 
four mo nths were regularl y is sued to 
four stage carriages f or their 
operation on Ranchi-Bhabhua <B i har) and 
Dha r oul i-Chandaul i <U.P .) route by the 
State Transport Authority, Bihar; bu t 
they wer e ei t her no t c ountersigned or 
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countersigned for only short periods 
ranging up to 9 days by t he State 
Transport Authority, U. P. , Lucknow, 
Non-countersigning of temporary perm its 
for ful I period for which they were 
regularly issued in continuity by Sta t e 
Transpor t Authority, B i har, resu l t e d i n 
I oss of passenger tax amounting to Rs 
60, 3 85 dur i ng the period from Septembe r 
1982 to September 1988. 

On this being pointed out in audit 
( June 1987 ), t he Secretary , State 
Transpor t Authority stated tha t the 
temporary permits were counters i gned 
from the dates on which they were 
presented in the of fice by the 
operators. However, no r e asons were 
given for not count e rs i gn i n g the 
t emporary permits for the fu l I s pell 
for which they were issued by Sta te 
Transport Authority Bihar. 

(iii) Non-payment of tax in respect 
of te•porary per•i t& counter& igned by 
State Transport ftuthority. U.P. 

Temporary permits issued by S t a te 
Transport authority, Bihar in res pect 
of fou r stage c arriages for t h e i r 
operation on Buxer-Varanasi and Ranch i ­
Chandau Ii routes were coun t ersigned by 
the State Transport Autho r ity, U.P. f o r 
differen t spe l ls be t w9en February 1987 
and January 1988, but pas seng e r tax was 
neither pa i d by the operato rs in t h e 
Regional Transport Offi c e, Varanas i n o r 
demanded by the department f o r the 

\ 

) 
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period for which the temporary permits 
were countersigned. This resul tad in 
non-realisation of passenger tax 
amounting to Rs 29,457 . In reply the 
Regional Transport Officer stated that 
tax was assessed when countersigned 
temporary permits were presented in his 
office by the opera tors, and that 
copies of countersigned temporary 
permits were not received from the 
State Transport Authority. 

4.2.16. Lack of control and 
monitoring over reaittance of passenger 
tax due 

Pass anger tax due to the State in 
respect of stage carriages of Delhi 
Transport Corporation, Haryana Roadways 
and Punjab State Road Transport 
Corporation is remitted through bank 
drafts by the different depots of 
Transport Undertaking of other 
States/Union Territories without 
furnishing details of routes and 
operational kilometerage <per month>, 
to the Regional Transport Offices at 
Meerut, Dehradun and Agra. Passenger 

,.. tax payable to U.P., collected by even 
one depot, is sent to different 
Regional Transport Offices of the 
State. No control and monitoring of 
taxes due to the State, and actually 
remitted by other States is done either 
at Transport commissioner's level or at 
Zonal and Regional level. A survey 
carried out in January 1988 by the 
Deputy Transport commissioner, Meerut 
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Zone, in respect of operation . of 
vehicles of Delh i Transport Corporation 
pa&eing through different routes from 
Ghaziabad towards Delhi, revealed that 
Del hi Transport Co rpora.ti on buses were 
performing 285 return trips daily on 25 
r outes against 256 return trips on 20 
routes envisaged in the bilateral 
agreement effective from Januo.ry 1986. 
He al so reported to the Transport 
Commissione r t hat in respect of excess 
servi ces, perm i ts had also not been 
counte rsig ned by State Transport 
Authority, U .P. As such, road tax, 
path-kar and co u n ters ignature fee were 
also payable i n such cas es , besides the 
passenger tax. As per survey report, 
daily ope r ation of Delh i Transport 
Cor pora tion buses in U. P . as well as on 
Delhi-NO IDA routes worked out to 49,830 
kms, o n wh ich passeng er tax ( exc 1 ud i ng 
additional passe nger tax and insurance 
surchar ge> alone worked out to Rs 15 . 09 
lakhs per month or Rs 226.35 lakhs for 
the period from January 1988 to March 
1989, agains t which tax amounting to Rs 
150 .00 lakhs only was remitted to the 
Regi onal Transport o ffic es at Meerut 
and Agra . 

No ac tion was, howeve r , t aken by 
the depar t ment to press for the payment 
of tax, route wise, as contemplated in 
the agreement or to evolve ways and 
means to check the numb&r o f trips and 
numbe r of buses actuall y in ope rat ion, 
to avoid loss of revenue to the State. 

I 
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Detail& of payaent& 
States through bank 

•ade by 
draft 

Under the provisions of the 
U.P.Motor Gadi <Yatri-karl Niyamawali, 
1962. the Tax Officer may, in the case 
of a fleet owner, where such fl eet 
owner is a Transport Undertaking, 
accept an amount repre:en ting 14/ 29th 
of the actua l passenger fare pl us 
passenger tax earned by the fl ae t 
owner , for the journeys perf ormed 
within the territory of the State, as 
lump sum, in 1 ieu of tax. 

Bank draf t for Rs 3.75 cro r es 
towards payment of passenger tax during 
1987 - 88 and 1988-89 were sent to the 
Regional Transpor t Officers Meerut, 
Dehradun and Agra by the Delhi 
Transport Corporation and Haryana 
Roadways without furnishing any details 
in support thereof. In t he absenca of 
any details, the correctness of the 
amount of tax remitted could no t be 
verified in audit. 

4.2.16 Te•porary and special permit& 

Temporary permits for carriage of 
marriage parties, pilgrims etc. and 
spacial permits in respect of tourist 
parties are a,D..so issued by other State 
Governments/Union Territories for 
plying o f vehicles in Uttar Pradesh on 
reciprocal basis. There is no 1 imit on 
the number of temporary/6pecial permits 
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tha t can be issued in respect. or such 
con t ract carriages . Dates of outward 
and return j ourneys are required to be 
c lear l y specified in temporary perm i ts 
and the special permits are required to 
contain a detailed programme of tour 
showing the order in which the vari ous 
places shall be visited with an 
indica t ion of probable dates of arrival 
a t and departure from each place . On 
vehicles ply i ng under such 
tempo r ary Is pee ia l per mi ts, there is no 
exemption from payment of passenger t6X 
leviable in Uttar Pradesh; qut the tax 
l eviable in this State is c·ol lected on 
a reciprocal basis by the other state 
Governments/ Union territories at the 
time of issue of the temporary / speci a l 
permits in the shape of bank drafts 
wh i ch are subsequently handed over to 
t he pe r mit holder for delivering the 
s a me at the check-posts established by 
t hi s S tate on its borders. 

Thus, to enable the State 
Transport Authority to asc artain the 
amo u nt of lump sum pa y a b 1 e under the 
ru I es, details of j o urney s to be 
per formed and f a re chargeable from t he 
pas sengers is to be furnished b y the 
Transport Authorities o f other states 
al ong with the copies of the 
t emporary/special permi t s to the · 
reg ional Transport of fi cer having 
j u r isdiction over the check- pos ts 
concerned. 
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li) Non-rem i ttance of passenger 
tax by bank draf ts as prescribed 

Instead of co I I acting passenger 
t ax due to U. P. , in the shape of bank 
drafts at the time of issue of 
temporary permits, other State/Union 
Territory generally direct permit 
holders to pay the same at the check ­
posts in cash. At Maharajpur and 
Shah i babad check-posts under the 
jurisd i ction of Reg i onal Transport 
Officer, Meerut , the percentage of 
passenger tax received in the shape of 
bank drafts declined from 7 per cent in 
the year 1986-87 to below 1 per cent in 
1988-89. Similarly at Bichhia 
<Naubatpur > c h eck post under the 
jurisdiction of Regional Transport 
Officer, Varanasi, it declined from 
26 . 5 per cent in 198 6-67 to 13 per cent 
in 1988-89 . 
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tii) Non- receipt of copies of teaporary 
permits fro• other States 

Scrutiny o f r ecords in Regional 
Transport o ffices revealed that copies 
o f such t empor ary / special permits had 
not been received nor were called for 
by the depart~ent to verify the 
cor rectness o f taxes realised and paid 
by t hem. In the absence of any copy of 
thes e permi ts and the approved 
progra mme o f t he party, at the check 
p os t s, the correctness of the amount of 
taxes paid could not be verified in 
audit 

( ii 1 ) 
passe nge.­
perai tg 

Short realisation of 
tax in respect of t eaporarY 

At Bichh ia (Naubatpur check -posts, 
under the jur i sdiction of Regional 
Transport Officer, Varanas i and 
Mohannagar, Maharajpur a nd Sahibabad 
check-po& ts under t he j u r i sd i c t ion of •. 
Regional Transpo rt Off icer, Meerut, 
passenger t ax was realised in some 
cases by t he Passenger Tax 
Superintendents pos ted at the check 
pos t s in lump sum at the rate of Rs 200 
per day in res pect of deluxe buses and 
at the r ate of Rs 160 pe r day in 
res pect of ordinar y buses depending on 
the n u mber of days, wh ereas in some 
cases , i t was realised on dis tance 
bas i s ~hich was less than the lump s um 
amoun t payable. In the absence of 
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c o pies o f t he p e rmits and tou r 
p r ogrammes b o th i n Ra gional Of f ice s 
and/o r at the c heck-pos t s it cou ld not 
be verif i ed in a u d it wh ethe< r \. a xes due 
t o thi s State have b e e n c orrectl y 
worked out a n d realised. Ho we v er , o n 
the bas i s o f peri od of va lidi ty oi th e 
pe r mi ts and the da ta o f e nt r y o;.' the 
v ehic l es at t h e check p osts a s noted i n 
t h e Rec eip t Registe r, passenger tax 
amoun t in g to Rs 6 .53 lakhs was l eviable 
i n re spe c t o f 2 38 casas in 7 mon ths !in 
Augus t and Oc t obe r 1987 and April 1986 
in respect o f Bichhia chec k- pos t , 
Janu ary and Feb ruary 1 988 in r espect of 
Mohan nagar check-post and January a nd 
December 1988 i n res pee t of Maharaj pur 
chec kpostl, agai ns t wh ich a sum of Ri; 
1 . 84 Jakhs wa s r eali s ed based o n l es s er 
number o f d a ys than permit t ed . 

4. 2. 19. Non- I e vy o f pena I ty f o r shor t 
deposit/delayed deposit o f passen~er 

tax by U. P. State Road 'l'ransport 
Corpor ation 

The U.P . Mo to r Ga.d i <Yat ri - ka1· J 
Adhiniyam, 1962 , p rovide s t hat wh e r e 
tax payab l e t o Sta te Go vernmen t ~or any 
mo n t h or por ti on th e r eof has not been 
p ai d to it in ti me i.e. on o r b ef ore 
the 15th day of the month immed iata I y 
succeedi n g, t he tax of f i ca r ma y I e vy a 
pena 1 ty not e x c eeding 25 pe r c ent of 
the tax. 

( i ) 
statement 

I n Var a n asi re!gion , as ul?!' 
submit t ed by t he Ger~ -.:. 
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Manager , U.P.State Road Transport 
Corporation, Varanasi for the months of 
March 1988 to Novembe r 1988 except 
October 1968. the passeng e r tax payable 

,, at the rate of 16 per cent of fare 
(excluding all taxes > worl< ad out to Rs 
125.26 lakhs, whereas a sum of Rs 
124.45 lakhs was calculated by the 
Corporation as due for payment, and out 
of that a sum of Rs 124.22 lakhs only 
was paid into Go vernment treasury. No 
a ct.ion was taken by the department to 
realise the balance amount of Rs 1.04 
lakhs. Besides penalty upto 25 per 
cent was also lev i a b le for delay in 
payment. of tax. 

lii} In Azamgarh sub-region, 
passenger tax amounting to Rs 132.40 
lakhs for the period from Decemb er 1983 
to August 1965 due f or payment by the 
General Manager, U.P.State Road 
Transport Corpora tion, Azamgarh wa& 
pa i d into Governmen t treasury i n 
instalments during the period from May ·"" 
1987 to March 1989. No action was 
taken by the depa rtment t o impose and 
realise penalty till June 1989 for 
delayed deposit of tax 
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The foregoing 
to Government in 
reply has not been 
reminder issued in 

points were reported 
August 1989; their 
received in spite of 
April 1990. 

4.3. Non-asse&s•ent of 
passenger tax on •ini•u• fare 

The Uttar Pradesh Government, 
under sub-section ( 1) of Section 43 of 
the Motor Vehicles Act, 1939, fixed the 
minimum rates of fares of stage 
carriages in the State vide Transport 
Department notification dated 9th July 
1987 and directed the State Transport 
Authority, Uttar Pradesh to fix the 
rates of fares of Stage carriages as 
mentioned in the schedule appended to 
the aforesaid notification. The minimum 
rates of fare were, however, 
approved/promulgated by State Transport 
Authority after five months on 16th 
December 1987. 

<a> In Bareil Jy region on four 
routes, in Varanasi region on one 
route, in sub- region Azamgarh on six 
routes and in sub- r egion Mirzapur on 
five routes, lump sum agreements for 
payment of passenger tax on stage 
carriages were executed on fares lass 
than the minimum fare approved , thereby 
resulting in loss of revenue to the 
extent of Rs 3.93 lakhs during the 
period from 16th December 1987 to 
:iecember 1988. 
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The matter was reported to the 
d epartmen t in August 1988, Sept ember 
1988, October 1988 and February 1989 
respe ctively and to Government in March 
1989; their rep! ies have not been 
r ecei ved in spite of reminders i ssued 
in June 1989. 

I bl For the purpose of 
de t e rmi ning the amount of tax pay ab 1 e 
in respec t of transport vehicles, al 1 
routes in Uttar Pradesh are classified 
by t he prescribed authority as s pee ia 1 
routes or ordinary routes, and every 
or di nary route is further classified as 
A, B or C class route. 

1 n sub-region Saharanpur, the 
• Mang l o r e-Lakhnaut i • route via Lahbo 1 i 
was a 'B ' clas s route from th e very 
beginning. The mini mum fare for this 
route a s fixe d by Government and 
approved by the State Trans port 
Auth or ity from 16th December 1987, was 
10. 43 paise per passenger per 
kilometer. However, a lump sum 
agreement for ass e ssment/realisation of 
passenger tax was executed with the 
operators of 18 vehicles plying on th e 
r ou te by erroneously treating the route 
as 'A' class route <minimum fare being 
9.56 paise per passenger per k i lometer) 
till 31st Ju l y 1988, and t hereafte r as 
a 'B' class rou t e. The mi stake resu lted 
in short realisation o f pass e nger tax 
amounting t o Rs 43, 3 75 durin g t he 
period f rom 16th December 1987 to 31 s t 
July 1988 . 
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The matter was reported to the 
department in December 1988 and to 
Government in May 1989; their rep I ies 
have not been received in spite of 
reminder issued in October 1989 . 

4.4.<a> Short realisation of 
registration fee 

Under rule 31<a)(ivl of the Uttar 
Pradesh Motor Vehicles Rules, 1940 as 
amended vide U.P.Government, Transport 
Department, notification dated 30th 
March 1987, the fee for registration of 
•any other vehicle" was revised from Rs 
25 to Rs 75. In addition to the 
registration fee, a further fee equal 
to fifty per cent of registration fee 
was chargeable in respect of vehicles 
procured under hire purchase agreements 
with banks etc. for whic~ an 
endorsement to th is e ff ect is made on 
the registra t ion certificate. Thus, 
for reg istrati on and endorsement of 
agreement of h ir e purc hase in the case 
of a tractor, the tot a 1 char geab I e fee 
per vehicle was Rs 112.50 <Rs 75+Rs 
37. 50). 

I r1 Agra, Meerut, Va r anasi and 
Gorakhpur r e gion s and in sub- regions, 
Ghazipur, Faizabad, Deoria and 
Raebarel i , in res pect of 5,058 
tracto r s, register ed between 31st March 
1987 and 31s t Augus t 1988, registration 
fee inc luding fee for endorsement of 
the note of hi r e pur c h ase on a 
certif icate of registrat i on ~as 
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inc~:rectly charged at rates applicable 
for medium goods vehicle in Varanasi, 
Ghazipur, Faizabi'\lf, Gorakhpur, Deoria, 
Rae Rare 1 i reg i onr, wh i 1 e in Mee rut 
region endors em en t fee was not charged 
in Agra region ad-hoc rate of Rs 30 . was 
charged in Apri 1 1987 and from May 1987 
onwards rate applicable for invalid 
carriage was charged. The fees 
realised short amounted to Rs 3.64 
lakhs. 

The matter was reported t o the 
de par tmen t between Apr i 1 1988 and 
November 1988 and to Government in 
March 1989; their replies have not been 
received in spite of reminder issued in 
June 1989 . 

( b) Non-realisation of per•it 
fee for tractor-trailers 

Under the Motor veh i cles Act, 1939 , 
no owner of a motor vehicle sha ll us e 
or permi t the use of the vehicle i n a n y 
public plac e or in any other p l a c e f o r 
the purpose of carrying p a ssengerc:; o r 
goods unless the v ehicle is registered 
in accordance with the Act and covered 
wi t h a permi t gr ~nted by a Regional or 
State Tranport Au t h or i ty . o n payment of 
of prescribed fee . The Act provides 
f o r exemption from obtaining permit to 
any two wheel ed t rail er with a 
r eg i stered laden weight not exceeding 
800 kil o gra ms drawn b y a motor car 
(whic h e xclud es tractor). 
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In Bareilly regi on and Sitapur and 
Lakh impur-K heri sub- regions, 78 
tra~tor-trailers reg i stered during 
1 987-88 f or carry i ng load in excess of 
800 k i 1 ograms were not ca 1 I ed upon to 
obtain temporary permits and were 
allowed to ply without obtaining 
p ermits and paying the prescribed fee, 
though unde r the Act, suc h trailers 
were no t exemp t ed from obtaining the 
pe r mits . The omission resulted in non­
real i sat io n of permit fee amounting to 
at leas t Rs 7 4, 100 <computed on the 
basis of fee real i~ab 1 e for temporary 
pe rm its for a limited period of 4 
months). 

Th e matter was reported to the 
department in October 1988, November 
1988 and January 1989 and to Government 
in J anuary 1989; their replies have not 
bee n received in spite of reminder 
issued in November 1989. 

( c) Short realisation of 
compounding fees 

As per Gove rnment no ti fica t ion 
issued on 21s t December 1982 , under 
Sect ion 127-8 of the Moto r Vehicles 
Act, 1 939, offences pu n is hable u nder 
the Act ibid can b e compounded by th e 
authorised off icers after realising 
compounding fees at the rates 
prescri bed by Government. In a 
subsequen t notifica tion issued o n 23 rd 
January 1985 the r ates of c ompounding 
f ees were revised . In radiogram da t ed 
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17th April 1985, Additional Transport 
commissioner U.P.clarifies that 
compounding f ees were recoverable from 
o wne r as well as drivers in cases where 
both we re found to be off ende r s under 
th e provisi o ns o f the Act ibid 

In Rishike s h sub-region, offences 
i n respect of 17 vehicles were 
compo unded during the period from 
F e bruar y 1985 to November 1987. Whi 1 e 
in 14 cas e s compounding fees were 
rea lised a t o ld rates in th r ee cases 
c ategorisa t i o n o f offences was also 
incorrect. Compounding fees realised 
short amounted to Rs 2 7. 040. 

On t hi s being pointed out in audit 
!May 19881 , the Assistant Regional 
Transport Officer, Rishikesh stated 
!May 19881 tha t orders were rece i ved in 
their offi ce only on 6th November 1986 
and tha t necessary action would now be 
taken in these cases. Repo r t on action 
taken has no t been received ( November 
1989 

The matte r was reported to the 
Go vernment in May 1989; their reply has 
no t b e en r eceiv e d despit e r eminder 
i s sued in Apri I 1990 . 

4. 5 . 
tax 

( i ) 
Ga di 
th e 

Short a s sessment of passe nger 

Un der t h e Ut t a r Pr ad es h Mo to r 
! Yat ri - ka r l Ad h i ni y am , 1962 and 

rul es frame d there1J n d er , t.h e l u mp 
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sum passenger tax payable in respect of 
a stage carriage on a particular route 
depends , i nt e r ~_!._..!_~ , on the number of 
one-way trips allowed or expected to be 
made by the stage c arriage and the 
total fare normally payable in respect 
of the entire route for the ful 1 
seating capacity and 50 per cent of the 
standing capacity, if any allowed. Any 
change in trips, fare etc. , which has 
the effect of increasing the receipts 
of the operator, renders the agreement 
void with effect from the date of such 
change, and thereafter, a fresh lump 
sum agreement in respect of the 
unexpired period is required to be 
executed . Rules do not permit payment 
of tax on ad-hoc basis. 

<a> Adoption of incorrect fare 

( i l In Jhansi region, an officer 
of the Enforcement wi n g intimated i n 
January 1987 that on two routes, Orai­
Jagmanpu r via Bangra and Orai-Rampur 
vi a Bang ra, t he opera tors we re charging 
fare at the rate of Rs 7 . 00 and 6.75 
respectivel y . During aud i t (February 
19681 it was noticed that lump sum in 
I ieu of passenge r tax i n respect of 
stage car r iages ply ing on those routes 
were computed on far es of Rs 6.30 and 
Rs 5.45 respectively even after 
January 1987, when the charging of fare 
at higher rates was reported by the 
Enfor cement wing. Non - revision of 
agreements to pay a lump sum in lieu o f 
passenger tax on stage carria ge of 
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those routes on the basis of f3re being 
ac t ually 
resulted 
tax to 
between 
a l one. 

charged from passengers 
in short-charge of passenger 

the ex tent of Rs 2 . 25 1 akhs 
January 1987 and February 1988 

The mat t er was reported to 
de pa r tmen t in Apr i I 1988 and to 
Government in September 1989; their 
repl i es have not been received in spite 
of reminder issued in April 1990 . 

<i i l In Farrukhabad sub - region, 
on t he lndergarh-Thathic route, eight 
stage carriage permits were valid up t o 
J une 19 88 and from June 1988 o nward s 
passenger tax in respect of five o f 
the m was rea 1 i sed at the ra t e of Rs 
1 000 per month per vehicle on ad-hoc 
basis. Al 1 t hese eight stage carriages 
were payi n g lump sum passenger tax f rom 
Ma y 1 985 o n t he basis of two sing le 
trips per vehicle per day, 8 0 per ce nt 
load factor and fare of Rs 2.30 per 
seat. From 1st May 1987, the fare was 
revised to Rs 2. 90 per s ea t but lump 
sum passenger tax was no t paid on t he 
basis of the revised fare. Non ­
real isation o f lump sum passenger taxon 
the basis of t he revised fare f rom 1st 
May 1987 (which worked out t o Rs 66.81 
per seat per q uarter l resulted in 1 oss 
of revenue of Rs 60,358 during the 
period from 1st May 1987 to 31st May 
198 8 in respect of 8 vehicles a nd 
d u ring t h e period from 1s t June 1988 to 

• 
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vehicles. 
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1988 in respect of 5 

The matter was reported to the 
de par tmen t in January 1989 and to 
Government in March 1989; their rep I ies 
have not been received in spite . of 
reminder issued in June 1989. 

<iii > In Faizabad region, as per 
survey report dated 15th December 1985, 
the to ta I fare charged by the operators 
for Balrampur - Koilabasa route was Rs 
5.00 per seat, and accordingly, net 
fare was Rs 4.20 per seat. The Regional 
Transport Officer has, however, for the 
said route finalised lump sum agreement 
with the operators for assessment of 
passenger tax on net fare of Rs 2. 75 
per seat from December 1985 to July 
1986 and on Rs 3.90 per seat from 
August 1986 onwards. The finalisation 
of I ump sum agreement on the basis of 
the lower fares resulted in short 
realisation of passanger tax to the 
extent of Rs 70, 138 in respect of 33 
vehicles during the period December 
1985 to July 1986 and in respect of 4 
vehicles during the period August 1986 
to April 1987. 

On this being pointed out in audit 
(June 1987>, the department stated 
<February 1989) that a sum of Rs 19,751 
had been realised in respect of sixteen 
vehicles. Report on action taken for 
the remaining vehicles has not been 
received <November 1989> . 
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The matter was repor ted to 
Government in April 1989 their reply 
h as not been received in spite of 
reminder issued in April 1990. 

(ivl In Farrukhabad sub-region, 
nine stage carriages plying on three 
routes were assessed for passenger tax 
(on lump sum agreements l on the basis 
of rates of fares as introduced by 
U.P.Govern me nt n o tification dated 20th 
September 1 963 . Al t h o ugh the rates of 
f ares were rev i s e d f r o m 1 s t May 19 8 7 , 
the pass e nger tax was con ti n u ed t o be 
realised on the pre - rev ised r ate s of 
f a r e a nd fresh lump sum a g r e ements were 
not e x e cuted. The omissi o n resu lt ed i n 
passeng e r tax being reali sed sho rt by 
Rs 3 9 , 5 72 during the per i od fro m 1st 
May 1987 t o 3 1st Dec e mber 19 88. 

Th e matte r 
d epar t ment and 
1989 ; t heir 

was reporte d to the 
Government in F e bruary 

replies have no t been 
spite of reminder issued in rece i ved in 

April 1990 . 

( v) ln Fa izabad region, 
Da rj ikua n -Gaurachawki route was 

• 

ex t end e d to Gonda b y the Regional ' 
Tran s p or t Au t ho ri ty in 1980 and the 
extension was end o rs ed on nineteen 
permits of s t a ge carriages out of 21 
stage car r iages p l y ing on t h e route 
between Dar J ik uan-Gaurachawki. In 
April 1982, while providing time 
schedule of stage carriages on the 
route, the ope r ators had intimated that 
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twenty one State carriages were plying 
by rotation between Dar j i kuan and 
Gaurachawk i. Passenger tax payable on 
lump sum basis was, however, calculated 
by the department by splitting the 
route as •Gonda-Darjikuan• and 
•Da r j i kuan - Gaurachawk i •, instead of for 
the entire route •Gonda- Darjikuan­
Gaurachawki. The incorrect calculation 
of passenger tax resulted in short 
realisation of tax to the extent of Rs 
25,120 during 16th Deceaber 1965 to 
17th July 1966. It was further noticed 
that passenger ta~ aaounting to Rs 
22,906 was realised short in respect of 
four out of twenty one stage carriages 
for the same period as a result of 
incorrect computation of tax. 

On this being pointed out in audit 
<August 1966), the Regional Transport 
Officer, Faizabad stated (January 1969) 
that Rs 3,606 has bean recovered. 

The matter was reported to the 
department in August 1966 and to 
Government in April 1969: their replies 
have not been received in spite of 
reminder issued i n April 1990. 

<vi) In Bareilly 
Pilibhit-Khatima and 

region , on the 
Badaun-Bishauli 

routes, the fare ( i ncluding taxes>, as 
per survey report of Daceabe r 1965 and 
intimation <August 1966) gi ven by the 
operators Union, was Rs 4 .50 and Rs 
4.00 respectively. The l uap sum 
agreement for the two routes was, 
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however, executed on net f a re of Rs 
3.60 and Rs 3.25, instead of o n Rs 3.75 
and Rs 3.30 respectively . The mistake 
resulted in passenger ta x being 
realised short by Rs 22 ,000 during the 
period November 198 5 to April 1987. 

The ma tter was reported to 

G
the de par ttm4:'n t Min Shep

19
t

8
em

9
b e rt hl ~88 and

1 
. t o (, 

overnmen in arc ; e1r rep i es 
have not been recoived in spite of 
reminder issued i n J une 1 989. 

( b) 
trips 

Ado pt i on of I esser nu•ber of 

In terms of Sec t ion 48(3) o f t h e 
Motor Vehicles Ac t, 1939, the Reg i on3. l 
Transport Author ity may attach to th e 
permit a condition f or the minimum a nd 
maximum number of daily t rips to b e 
provided in relation to any route . 
Under the Uttar Pradesh Motor Gadi 
<Yatri Kar l Adhiniyam, 1962 and t h e 
ru I es framed thereunder, agreement t o 
pay a lump sum in lieu of passenger tax 
payable in respect of a stage carria~e 
on a pa r t icular route depends, inter 
alia on the number of single trips 
al I owed or expected to be made by the 
stage carriage on the route during the 
specified period. 

Short recovery of passen g P r tax 
amounting to Rs 30,258 from v e ldcles 
plying on Ghaziabad-Noida-Dadri r o ute, 
due to adoption of incorrect num er of 
trips,. was recovered on being po inted 
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were noticed 
below: 
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Some other cases which 
in audit are mentioned 

( i I In sub- region Saharanpur, on 
the Saharanpur-Gangoh-Titaro-Jalalabad 
route the R'?g i ona 1 Trans pert Authority 
had issued five additiona~ stage 
carriage permits to new operators in 
June 1985 with the condition that the 
number of trips on the entire route be 
increased by one return trip for each 
vehicle. The existing operators of the 
stage carriages on the route obtained 
stay orders from the Hon'ble High Court 
of Judicature at Allahabad against the 
orders of the Regional Transport 
Authority granting 5 additional 
permits on this route to new operators. 
In May 1988, the Region-al Transport 
Authori~y intimated the Assistant 
Regional Transport Officer <Admn), 
Saharanpur that the Hon'ble High Court 
had dismissed the writ petitions of the 
existing operators and had vacated the 
stay o.rders. He, therefore, asked the 
Sub-Regional Officer, Saharanpur to 
regulate the p 1 y i ng of stage carriages 
on the route according 1 y. The new 
operators started plying their vehicles 
f rem 17th May 1988, but the Sub­
regional Officer Saharanpur continued 
to assess passenger tax (on lump sum 
basis> on the stage carriages plying on 
the route without increasing the number 
of trips (from 32 to 42). Non-
implementation of orders of the 
Regional Transport Authority resulted 
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in short assessment of passenger tax to 
the extent of Rs 1 . 18 lakhs during 17th 
May 1988 to 16th November 1988 . 

The matter was reported to the 
department in December 1988 and to 
Government in May 1989; their replies 
have not been received in spite of 
reminder issued in April 1990. 

<ii) In Varanasi region, on two 
routes <Varanasi-Tarwa via Mehanajpur 
arad Shahganj-Bijethna, eight stage 
carriage permits with t we lve single 
trips and four stage c ar riage permits 
with eight single trips respectively 
were issued by the Regiona l Transport 
Authority. On Varanasi-Tarwa route 
seven stage carriages from 15th 
November 1985 and on shahganj-Bijethna 
route three stage carriages from 1st 
November 1985 were plying on rotation 
basis due to one carriage in each route 
being off the road. As there was no 
change in the time table, the remaining 
vehicles actually plying on the road 
had to undertake additional trips to 
maintain the service as per time table. 
However, the Regional Transport Officer 
did not take any action for 
reassessment of passenger tax on the 
basis of the increased number of trips 
made by the remaining stage carriages 
plying on the route, even though no 
passenger tax had been paid in respect 
of two stage carriages off the road. 
The continued assessment of passenger 
tax on lump sum basis in respect of the 

' 

.. 
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remai~ing vehicles without taking 
cognizance of the increased number of 
trips made by the remaining carriages 
plying on the route resu l tad in short-
1 evy of passenger tax to the extent of 
Rs 64.861 for the period from November 
1985 to May 1987. 

The cases were reported to the 
departmen t in April 1988 and to 
Government in September 1989; their 
replies have not been received <April 
1990). 

<iii> In Varanasi region, 4 stage 
carriages were permitted to p 1 y on the 
J aunpur-RamDaya l ganj route and were 
performing 18 one-way-trips da i ly, in 
rotation, with effect from March 1986, 
as per survey report (June 1986 ) of the 
Assistant Regional Transport Officer 
<Enforcement) Jaunpur. Accordingly, the 
number of one-way trips performed by a 
stage carriage in 90 days worked o ut to 
405. However, the department computed 
the number of trips per bus at 270, for 
calculation of payment of passenger tax 
u nder lump s um agreement. The mistake 
resulted in passenger tax being 
realised short by Rs 55,332 during the 
period from March 1986 to July 1988. 

The matter was reported to the 
department in August 1988 and to 
Government in March 1989; their replies 
have no t been received in spite o f 
reminders issued in April 1990. 



(214) 

<iv) In L~khimpur-Kheri sub-
region, as per conditions of the 
permits issued <May 19881 by the 
Regional Transport Authority in respect 
of four vehicles, 14 one-way trips per 
day were to be performed by the 
vehicles on the route Gola-Bijnor via 
Al iganj . The Regional Transport 
Officer, without obtaining approval of 
the Regional Transport Authority 
finalised <May 1988 ) the lump sum 
agreemRnt on the basis of 6 one-way 
trips <4 one-way trips on the route 
Gola-Bijnor and 2 one-way trips on the 
route Gola-Aliganjl. 

The reduction of one-way trips by 
~h e Regional Transport Officer, without 
o btaining approval of the Regional 
Transport Authority, was irregular and 
resulted in passenger tax being levied 
short by Rs 44,226 during the period 
from May 1988 to November 1988. 

The matter was reported to the 
department and Government in January 
1989; their rep! ies ha v e not been 
received in spite of reminder issued in 
Apri l 1990 . 

(vl In Moradabad region, on route 
Dhyoti-Sherpur-Amroha-Hasanpur via 
Atrasi , the Regional Transport 
Authority had gra nted temporary 
permits <October 19861 for two stage 
carr i ages with one single trip per day 
per vehic1e . Thereafter, on 5th 

I 
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December 1986 temporary peraits for two 
more stage carriages were granted and 
number of trips for all the fo·ur .stage 
carriages was fixed at two single trips 
per day from the date of the order. 1 n 
the case of three vehic 1 es, the 1 ump 
sum passenger tax was realised on one 
single trip basis even after 5th 
December 1986, and for the remaining 
one vehicle the tax was realised less 
due to incorrect calculations. This 
involved short realisation of tax 
amounting to Rs 23,074 during the 
period from November 1966 to February 
1987. 

On this being pointed out in audit 
(April 1987>, a sum of Rs 3,239 was 
recovered from one vehicle . and for the 
rest recovery proceedings were 
initiated. 

The case was reported to 
Government in September 1989; their 
reply has not been received in spite of 
reminder issued in April 1990. 

Cvil In Meerut region, the 
Regional Transport Authority issued 60 
me la pe·rmi ts to stage carriages with 
validity for 4 days during November 
1986 and November 1967 and allowed 10 
return trips to be perfor~ed during the 
validity period of permits. The 
department entered into lump sum 
acreement for payment of tax in respect 
of these vehicles. It was noticed that 
tax was, however, assessed and realised 
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on the basis of 7 return trips on 1 y 
instead of 10 trips actually permitted. 
The assessment of passenger tax on 
lesser number of trips than that 
al 1 owed resulted in short realisation 
of passenger tax amounting to Rs 21,073 
during the period 14th November 1986 to 
17th November 1986 and 3 r d November 
1987 to 6th November 1987. 

The· matter was reported to the 
department in June 1988 and to 
Government in May 1989; their replies 
have not 
reminder 

(CJ 
incorrect 
bills 

been received in 
issued in April 1990 . 

Loss of 
exhibition 

revenue 
of fare 

spite of 

due 
in 

to 
way-

In Dehradun region, 9 vehicles of 
the Highway Moto r Transport Company 
were plying on De hradun - Chak ra ta- Tyun i 
route and paying passenger tax on way­
bi 11 basis. The fare of the route was 
enhanced with effect form 21st May 
1987 , at the maximum rate prescribed by 
Government in March 1967, as intimated 
<May 1987) to t he Regional Transport 
Off i car by the owner of the Company. 
But in the way- bills submitted by the 
operators to the Regional Transport 
Officer the fares were shown as being 
I ess than that intimated by the owner 
of the Company. The Regional Transport 
Officer assessed and realised th9 tax 
upto Decembe r 1967 on incorrect fare as 
indicated in way-bills.Further, neither 

... 
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wa s any time-table supplied to the 
Regional Transport Officer under the 
p rovisions of the U.P.Motor Gadi 
<Yatr i -k arl Adhiniyam, 1962, nor was 
a ny time- table approved by the Regional 
Tr ans po rt Authority under the 
p r o v i sions of the Motor Vehicles Act, 
1 939 . No survey of the route was al so 
d one by the department to ascertain the 
cor rac tness of fare char gad, trips 
perf or me d and occupancy ratio of seats 
of vehicles. On the basis of minimum 
one single trip per vehicle per day and 
34 pe r c ent occ upancy ratio of seats on 
which basis th e t a x was being assessed 
by the depar tme nt , the loss of revenue 
worked out to Rs 0 . 63 1 akh during the 
period from May 198 7 to May 1986. 

On this being pointed out in 
audit <May 1988), the Regional 
Transport Officer stated <May 1989) 
t hat tax was being paid by the owner of 
the vehicles at correct fare since June 
1988 and for the earlier period notice 
under t he provi si ons of the U. P. Motor 
Gadi <Yatri Kar) Adhiniyam, 1962 had 
been issued t o the owner for 
assessment. 

4.6. Underassessaent of passenger 
tax on contract carriages 

(a) Under the Uttar Pradesh Motor 
Gadi (Yatri - kar) Niyamawali 1962, 
assessment of passenger tax und er a 
lump sum agreement in respect of a 
contract carriRge, inter alia, depends 
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on the fare payable and the distance 
expected to be travelled during a 
month. The Rules further provide that 
in respect of a contract carriage, the 
fare to be taken into account for 1 evy 
of passenger tax shall not be less than 
75 per cent of the maximum rate 
prescribed under the Motor Vehicles 
Act, 1939 arid the distance expected t.o 
be travel led in a month shal 1 not be 
less than 4,000 kilometers. 

Ci> In Jhansi region, two 
vehicles owned b y a thermal power house 
(with effect from November 1981") were 
operated for carrying staff members and 
their children from city to power house 
and back. It was seen in audit that 
the v ehicles were p lying on temporary 
permits and passenger tax was payab le 
as for a distance of a t least 4,000 
kilometers per month . On this basis , 
passenger tax ( inc I us iv e of insurance 
surcharge l at 75 per cent of the 
maximum prescribed rate of fare worked 
out to Rs 1,692.60 per vehicle per 
month. Passenger tax (including 
additional passenger tax and insurance 
surcharge) was, however , realised at Rs 
1,076.30 per vehi cl e pe r month onl y. 
Passenger tax thus assessed short in 
res pact of two v eh i c 1 es amounted to Rs 
1.05 l akhs during the period from 5th 
November 1981 to 5th December 1988. 

The matter was reported 
department in February 1989 
Government in May 1989; their 

tu the 
and to 
replies 
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have not been received 
reminder issued in April 

in 
1990. 

spite of 

( ii l In Mathura sub-region two 
vehicles of two operators were on 
contract with the Mathura Re f inery, 
from 15th June 1983 for carrying staff 
members from the refinery colony to the 
factory site and vice versa. As per 
terms of contract, the lump sum 
agreement envisaged total monthly 
distance to be travelled as 4,000 kms. 
with Rs 3.36 per kilometer as fare and 
a load factor of 75 per cent. Since in 
the case of a contract carriage, the 
fare to be charged is not dependent on 
the number of passengers carried, 
pro v is i on for 75 per cent load facto r 
made in the afo r esaid lump sum 
agreement was irregular. The incorrect 
lump sum agreement, taking into account 
75 per cent load factor instead of 100 
pet' cent , resulted in short real i sation 
of passenger tax to the extent of Rs 
69, 265 du r ing 15th June 1983 to 30th 
Jun e 1988. 

The matter was r epo r ted to the 
depart me nt i n November 1988 and to 
Go v ernment in January 1989 : their 
repl i es have not been received i n spite 
of r eminder issued in April 1990 . 

<bl Under t he U t tar Pradesh 
Motor Gadi <Yatr i- kar l Adhiniyam , 1962 
and the rules made thereunder, there 
shall be levied and pa i d to the State 
Government, a tax a t a rate equivalent 



(220) 

to 16 per cent of fare and a surcharge 
for the purpose of providing relief to 
passengers in case of ace id en ts, at the 
rate of 5 per cent on the passenger tax 
and additional passenger tax payable by 
every passenger carried by a stage 
carriage for each journey. For this 
purpose, the contract money payable in 
respect of the hire of a contract 
carriage is treated as 'fare' under the 
provisions of the Motor Vehicles Act, 
1939. 

In Mathura sub-region, 12 vehicles 
were engaged on contract by Mathura 
Refinery, a Central Government 
Undertaking, for transporting staff 
members from the factory to Mathura 
city, on payment of certain agreed 
amount . The passenger tax was in the 
above case, calculated at 16/116 
<presuming that contract money included 
element of passenger tax though it did 
not> instead of at 16 / 100 of the 
contrac t money and this resulted in 
s hor t assessment of passenger tax and 
i n s u ra~ce surcharge amounting to Rs 
89, 190 and Rs 4,412 respectively 
perta i n ing to the period from 6th April 
1 0 82 t o 31st October 1987. 

The matter was reported to the 
department in November 1988 and to 
Government in April 1989; their replies 
have not been received in spite of 
reminders issued in April 1990. 

.. 
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4. 7. Non-realisation of taxes in 
respect of vehicles owned by Govern•ent 
co•panies/corporations 

Under the U.P.Motor Vehicles 
Taxation Rules, 1935 and the Uttar 
Pradesh Motor Gadi <Mal-karl Adhiniyam, 
1964, motor vehicles owned and 
exclusively used by or on behalf of 
Gove r nment departments are exempt f rom 
payment of rQad tax and goods tax. The 
exempti on is , however, not admissible 
to vehicles owned by Government 
companies/corporations . Further, if 
for any reason the whole or any portion 
of goods tax leviable und er the Act has 
escaped assessment , the tax officer 
may, at any time with in t hree years 
from the expiry of that month, assess 
the tax which has escaped assessment 
a~ter issuing a notice and ma k i ng such 
enquiry as such officer may consider 
necessary. 

Jn respect of three vehicles of 
U. P.State Electricity Board in Agra 
region and in sub-region Hardoi and one 
vehicle of Jal Nigam in Agra region, 
road tax and goods t ax amounting to Rs 
1. 17 1 akhs and Rs 1. 02 l akhs 
respectively were not assessed and/or 
realised for varying per iods between 
~pril 1975 and November 1988 . 

On this being p ointed out in audit 
<June 1988 and Novembe r 19881, the 
Regional Transport Offi cer, Agra and 
~ssistant Regional Transport Officer , 



(222) 

Har do i stated that demand notices for 
recovery would be issued although 
assessment of goods tax can be made 
only within three years from the expiry 
of the month to which it relates. 

The matter was reported to 
Government in April 1989; their reply 
has not been received in spite of 
reminder issued in Apri I 1990. 

4. 8. Short I evy of passenger tax 
due to execution of lu•p su• agree•ent 
at lesser load factor and fare 

Under the Uttar Pradesh Motor Gadi 
<Yatri-karl Niyamawali, 1962, 
assessment o f passenger tax under a 
I ump sum a g reement in case of stage 
carriages, i n t e r al ia, depends on the 
I cad factor and the fare nor ma I I y 
payable f o r t he particu lar route. 

In t h e Regiona l T ransport Office, 
Ba.r e i I I y , a I ump s um agreement for 
pay men t o f passenger tax in respect of 
37 s t age c arr i ages, plying on the 
Budaun - Datag a nj -Sah s wan-Bilsi route, 
was fi n a l ised in November 1984 in 
r e spect of t h e part routes Budaun­
Sah s wan and Bud a un - B i Is i on the basis 
of 7 5 per cent load factor and fare of 
Rs 3.30 and Rs 2.85 per passenger 
respectively. However, in respect of 
2 2 other vehicles plying on Budaun­
B i Is i -Sahswan - Gawan route, the I ump sum 
passenger tax was being pa id f ram 
October 1982 for the above common 
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portions < Budaun - Sahswan and Budaun­
B i ls i l of the route on the basis of 
I oad factor of 81 per cent and 90 per 
cent and the fare of Rs 3. 30 and Rs 
3.10 per passenger respectively. 
Finalisation of lump sum agreement at 
1 esser 1 cad factor and fare for the 
same part routes CBadaun-Sahswan and 
Budaun-Bilsil in respect o f 37 vehicles 
plying on Budaun-Datagan j - Sahswan-Bilsi 
route resulted in sh o r t levy of 
passenger tax amounting t o Rs 36,715 
during the period from November 1984 to 
March 1987. 

On this being pointed out in audit 
<May 1987), the Regional Transport 
Officer, Bareilly initiated (January 
19891 action for realisation of the 
difference of tax. Further report has 
not been received !April 19901. 

Government, to 
was reported in June 
<January 19891 the 
depart ment • 

whom 
1987, 
reply 

4.9. Non-assessment of 
and goods tax 

the case 
endorsed 
of the 

road tax 

Under the Uttar Pradesh Motor Gadi 
<Mal-karl Adhiniyam, 1964 and the Rules 
made thereunder, read with the 
U.P.Motor Vehicles Taxation Act, 1935, 
an operator of a goods vehicle is 
required to pay goods tax and road tax 
at the prescribed rates. The tax is to 
be deposited by the owner in advance by 
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the 15th day of January in eac h year . 
Under Section 13 of the Adhiniyam of 
1964, if for any reason the whole or 
any port i on of tax l eviable under th is 
Act in respect of any month has escape d 
assessment, the tax officer may at a ny 
time within three years from the exp ir y 
of that month, assess the tax which has 
esc aped assessment. 

Cal In respect of eleven good s 
vehicles in Mirzapur sub-region, goods 
tax and road tax were not assessed a n d 
recovered for various per iod s b e.tween 
January 1984 and Decembe r 1988 . Ta x 
not recovered amounted to R~; 3. 08 
lakhs , computed on lump sum basi s under 
Rule 5 of U.P.Motor Gadi <Ma l-karl 
Rules, 1964 . Asses smen t s of goods tax 
for the period pr i o r to J anuary 1986 
became time barred and due t o inaction 
of the department amount to the extent 
of Rs 18,731 became irrecov erable. 

This was pointed o u ~ in audit 
in December 1988. Reply o f t he 
department has not b ee n received !Apri l 
1990) . 

The matter was r eported to ·· 
Government in May 1989; their repl y has 
not been received in sp ite of reminder 
issued in April 1990. 

(bl Under the Uttar Pradesh 
Motor Vehicles Taxation Act, 1935, no 
motor vehicle can be used in any public 
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place unless its owner has paid road 
tax at the appropriate ratQ specified 
in the first Schedule to the Act. 
UndQr the Uttar Pradash Motor Gadi 
(Ma I - k a. r l Ad h in i yam, 196 4, a tax on a I I 
goods ca.rried by road in the State 1s 
to be levied and paid to the State 
Government. The Public Accounts 
Committee (1985-86> in their Fifth 
Report <Para 1731 had recommended that 
in order to avoid escapement of tax, 
assessment of both these taxes shou 1 d 
be arranged to be carried out at one 
and the same place . The 
recommendations of the Public Accounts 
Committee have not been implemented as 
yet. 

In Rae Barel i sub-region, in lhe 
case of two goods transport veh ic I ss, 
road tax for the period from Oct-ober 
1986 to June 1988 was not collected 
though goods tax was realised. On the 
other hand, in Etawah, Rae Bare Ii, 
Banda, and Bahr a ich sub- regions, in the 
cage of 13 goods transport vehicles for 
February 19~5 to August 1988 and in 
Lucknow region in the case of one goods 
transport vehicle for- January 1983 to 
December 1987, road tax was raalised 
whereas goods tax was not assessed and 
realised . Lack of co-ordination 
between the two sections of the 
concerned · off ica of the Ass i 6 tan t 
Regional Transport Officer 
administering the road tax and goods 
tax resulted in non-realisation of 
rev~nue amounting to Rs 87,820. 
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On this being pointed out in audit 
th• 

not i c•• 
of road 

!February-November 1~88>, 

department stated that demand 
would be issued for recovwry 
and goods taxes which 
atSsessment in 
action taken 
(April 1990 >. 

these ca5es. 
has not been 

escaped 
Report on 

received 

The matter was reported to 
Government in January 1989; their reply 
has not been receiv.ed in spite of 

, reminder issued in April 1990. 

(c) Under the Uttar Pradesh ~otor 
Gadi <Mal-kar> Adhiniyam, 1964 and the 
rules made thereunper, an operator of a 
goods vehicle is requi~ed to pay goods 
tax at the prescribed rates. The goods 
tax officer is, however, empowered to 
accept a lump sum payment at prescribed 
rates <base9 on the authorised carryina 
capacity of the vehicle> in lieu of 
gods tax. In the event of his failure 
to make payment of goods tax within the 
pras;cribed period, the vehicle owner is 
1 iable to pay, in addition to tax, 
penalty not exceed i ne 25 per cent of 
the amount of tax payable by him . 

In cases of 14 goods vehicles 
<Pauri region: 3; Rae ~areli sub ­
region : 8 and Lakh i mpur Kher i sub­
region :3 >, goods tax was either not 
assessed or assassed short for various 
periods between July 1985 and September 
1987 . Tax not realised I comput e~ at 
lump sum ratesl a~ounted to Rs 56, 3 8 2. 
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Besides , pen a 1 ty not exc~ed i ng 25 per 
cent of the amount of tax pay ab 1 e was 
also r ecoverable from the operators . 

On thi~ being pointed out in audit 
<May 1987-August 1987>, the Regional 
Transport Officer, Pauri and Sub '"'. 
Regiona l T r ~nsport Officers, Rae Bareli 
and KhPri a.c::c apted the mistake. Report 
o n acti o n taken has not been r e ~eived 

<April 1990l. 

The c ases were reported t o 
Go v ernme n t between July 1987 and 
September 1967 and again in May 1989; 
their rep l ies have not been received in 
s p i t e of reminder issued in April 1990. 

( d l Under the U.P.Motor Vehicles 
Tax atio n Ac t , 1935, road tax paya ble by 
~ s t a g e c ar r i age de P.e n d s , i n ta I' a l i a 
l •;i c-.:-1 ti-. .,,. cl a o;s ':>f route, ~, special 
c l as 3, 'A ' c lass, ' B' class and 'C' 
c l a ss o n whi ~h th·e vehidla plies. 
V eh i c l~s pl y i,g on a special class 
r o u t e attract tt.e highest rate of tax. 
The rates of t "'- >< of A, Band C class 
routes are c"m paratively lower. If a 
~tage ca r riage ~overs a route fall in1 
in different ~ lasses, it is liable to 
pay road tax f c r the en ti re route at 
the rate appli c able to the route of th• 
highest class. 

In sub - region Mirzapur, eight 
stage carriages were plying on Ahraura -
Punnuganj via H indua.rt; Ahraura-
Rober t5 can j via Hi nduar i; Ahraur•-
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Shah can j Vi a Hi nduar i and Ahraura­
H i nduar j routes. The route Ahraura­
H t nduar i, which was comJ11on to ail the 
rout•s, was clas:!lified as 'special 
clA1111' and the rest of the routes fel 1 
in 'A' class category. For plying ' 
v&hicl es on these routes, the operators 
were, therefore, liable to pay tax at 
thQ r•te applicable to special clas9 
route but the departmer.t cont i nued to 
real is~ tax ~t the lower rate, as 
applicable to 'A' cias;s route. The 
mistake resulted in short recovery of 
road tax amounting to Rs 26,99~ during 
the period frcm January 1985 to 
December 1988. 

The matter was reported to th ~ 

d9partment in December 1988 and to 
Government in March 1989; their replies 
have not been received in spite at 
reminder issued in June 1989. 

• 

,.. 
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CHAPTER. 5 

\ 

STAKPS AND ReGIST!L\TION 

5.1. Results of Audit 

Test ch~ck of thu accounts a n d 
r e ! ev-nt records of Distr i ct Rsg i s trar5 
ilnd Sub-Registrars, c onduc t ed in audi t 
dur i l"le 1988-89, broug h t out short levy 
of &tamp d uly ~ nd registration fe• 
amo un t int ~ o R5 ~2 .J3 l akhs in 100 
caswc, which fal ! brO,dly unuer th• 
fo l! owin' ca tegori~s: 

Nu•ber 
of 
cases 

1. Short levy of 146 
-~tamp duty and 
registration fee 
due to undervaluation 
of property 

2. Short l•vY of 
Staap duty due to 
misolassific;ation 
of docu••nts 

3. Other cases 

Total 

19 

HS 

180 

A•oun~ 

(In lakhs 
of 

Yupeeu > 

16.2!5 

2.~2 

1. 66 

22.33 
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A few impor .. ant case11 noticed 
dyr ing 1988-89 and ear I ier years are 
mentioned in the succeeding paragraphs. 

5. 2. Short I evy of sta•p duty due to 
undervaluation of land& 

Under the Indian Stamp Act, 1899 
(as amended in its application to Uttar 
Pradesh), stamp duty on a deed of 
conveyance is chargeab la either on the 
market value of property forming 
&ubject of th9 deed or on th• value of ~ 

con&ideration set forth therein, 
whichever is higher. As per U.P. Stamp 
Rules 1942, market rate of various 
oiltecories of land situated in a 
district are to be fixed and notified 
biennially by the Collector concerned 
fQr tha guidance of the registering 
11.uthorities. 

(a) In Sahibabad <district Ghaziabadl, 
an instru111ent relating to sale of land 

( Q:l IUJ&&Ur inc 7, 466 sq, yards) was 
recistered in June 1984. On the basis 
of th.e rates fixed by the Collector, 
value of th• land amounted to Rs 26.88 
lakhs, but the registering authority 
adopted the va I ue of 1 and as Rs 14. 25 
lakh,. The undervaluation of property 
by •• 12.6~ lakhs ·. resul t ed in short 
I evy cf. s ta~ duty a90un t i ng to Rs 
i. :3~ 1 4-khs. 

O• ·t~i• bei"I point•d out in audit 
..( April_ 1~5}_. t .h• District Registr a r 
stat&<i. · I F••ru;ary · 19•~5> · t hat additi o nal 

.. 

• 
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stamp duty a.mounting to Rs 1. 35 lakh& 
had since been leYied alon1 with 
penalty of ~n equal amount. 

The case was r•ported to 
Government in June 19e9· 

Cbl In respect of 39 deeds of 
conveyance <relating to plots of land 
measurine 68,32~ sq ft . l registered at 
.Nawabganj <district Barabank i) and 
Mahmoodabad (district Sitapurl during 
November 1982 to August 1983, valuation 
of plots of land was determined at 
lower rates than the rates fixed and 
notif i ed by the Collector. The 
undervaluation of the plots of land 
resulted in short levy of stamp duty by 
Rs 40,635 and registration fee of Rs 
1, 049· 

On this being po i nted out in audit 
<May 1983 and F @bruary 1984)1 the 
de par t men t stated (May 1969 and 
February 1 989) that additional stamp 
duty amoun ti ng to Rs 30,978 and 
regis t ration fee of Rs 2 , 147 had been 
l evi e d by t he Collector, bes i des 
impo& i ng pena l t ies amounting .to Rs 
12 , 0 69;ou t of this amountJRs 19,353 had 
since been recovered . 

The ca s e was reportec to 
Government in March 1989 and June 1989. 
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5.3 Non-levy of sta.ap duty at 
revised rates 

Under thQ Indian Stamp Act, 1B99 
as amended in its application to Ut.tar 
PractQsh, stamp duty on a deed of 
conveyance is leviable on the market 
v a I ue of the proper t y f or m i n g the 
subject matter of the deed or on the 
consideration set forth ther~in, ' 
whichever is highur. Government by ,_}n 
Ordinance No . 6 of 1988 revised the 
rates of st-mp duty in respect of 
convliyance <Article 23), prescribed 
under schedu I e 1-8 of the Stamp Act 
ibid, w ith effect from 24th Jun11 1sern 

At Bans;i <disotrict Bastil, Deori.,. 
and Patti <district Pratapgarhl, on 160 
instruments of conveyance regi&tered 
between 24th June 1988 and 5th July 
1988, stamp duty was levied at pr•­
revised rate~. 'T'his resulted in short 
levy of stamp duty amounting to Rs 
60,726. 

The matter wae reported ~o the 
de par tmen t between August 1988 and 
October 1988 and to Government in March 
1989; their replies have not be&n 
received in spite of reminders issued 
in April 1990. 

5.4 Inordinate delay in finalisation 
of ca&e by the Collector 

Under the Indian Stamp Act, 1899 
<as amendsd in its application to Uttar 

• 
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P radeshl,the proper chargeability of ~n 

instrument with stamp duty is 
determined not by the title given by 
the executor but according to its 
subject matter. Conveyance incl1:.td•s ~ 
conveyance on sale by which property, 
whether movable or immovable, is 
transferred. 

In th11 office of the Sub-
registrar, Kanpur, it was not ic ed 
!November UJ82) that an instrument, by 
which a plot of land lmea5uring 17 
b i g ha~, 3 b i e w aS and 16 b i swans i s l w tl" 
given by 'A' to 'B ' o r. a monthly rent 
of Rs 1,666 for ten year•, was 
regi&tered I October 1962) as 'le<1.••' . 
Stamp duty amou n ting to Rs 3, 150 n.n l y 
w a i; l e v i w d on the i n s t r u n1 en t and 
realised. As the inatrumer.t authorized 
extra.ct.ion of earth fro m the la..nd fCJ! 
th~ p u rpose of manuf,..;p.cturing bricks, 
and it was a transfer of right over the 
soil •.; f t<-e I and, it attractlid st3mp dut;. 
as conveyance'. Accordingly, thf': 
consideration for the said document 
worked out to Rs Z lakhs, on which 
Stamp duty l eviable amounted to Rs 
17,000. The misclassificotion of th e 
doc ument resulted in short real i sation 
of stamp duty by Rs 13,850. 

On this being pointed out in audit 
<December 1982>, Government directed 
the Co l I actor, Kanpur in June 1983 to 
expedite action thereon, fol lowed by a 
reminder in September 1983. Although 
the rules stipulated that the enquiry 
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should be completed, a• far a• 
possible, within a period of three 
month&, it took the cb l l actor, Kanpwr 
more than 5 year to · finalise the ca•• 
<On 30th March 1989). The Collector 
intimated in May 1989 that stamp duty 
and penalty ag~regating R& 21,000 <duty 
Rs 13,850 and penalty Rs 7,150) had 
since been levied . 

\ 



CHAf'TER 6 

LAND REVENUE 

6 . 1. Results of Audit ' 

Test check of the accounts and 
relevant records of the offices of the 
Revenue Depart•ent, conducted in audit 
during 1986-69, brought out non­
l evy/short levy of land revenue and 
short realisation of collection 
charges, etc., amounting to Rs 56.09 
lakhs in 282 cases, which broadly fall 
under the following catecorie&: 

Nuaber of Aaount 
ca&•• <in lakh• 

of rupee• 

1. Non-levy or 108 
&hort levy of 
land revenue and 
non-recovery of land 
develop•ent tax 

2. Short recowery 89 
of Collection 
char a•• 
~- Other c-•• 85 

Total 282 

12.89 

7.32 

58.09 

A f9'V i•portant cases, noticed 
during 196e- e9 and earlier year• are 
mentioned in th• succeedin& paracraphs. 

~~ 'j 5) 
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6.2.Non-recovery of collect i on charges 

[n terms of the Uttar Pradesh 
Pub I ic Moneys <Recov•ry of Dues) Act, 
1972, the revenue authoriti~s. on 
receipt, from a corporation or banking 
company. of certificates for recovery, 
shall proceed to recover the amount 
sta tad therein together with cost of 
proceedings <collection charges) as 
arrea. r1> of land revenue . Collection 
chaI"get= at th• rate of 10 per cant of 
the dues col l ected are realisable 
by tha revenue authoriti••· 

In 21 Tahsils o( 1e districts , in 
respect ?f dues recovered after 
issuance of recovery certiftoat&s, 
collection charges amounting to Rs 6.10 
lakh~ were not realised during th• 
period • trom 1966-57 to 1988-89, as 
detailed below: 

1. 

Nature of Dues 
recovered 

Rapay•ent of 
banking loansa 
<18 TahsilsJ 

A•ount of 
Collection 
Charges not 
realised 
Cin lakhs of 
rupees) 

2.e1 

2. E•pfo,'era•contri- 2.45 
bution to the E•ployee•' 
State Insurance 
Corporation 
{2 Tahs ii 11) 
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3. Others (9 Tahailal 0.64 

Total e.10 

On this being po in ted out in auctit 
(between Ap r i l 1986 a nd December 1988>, 
the Tahsil dars concernad stated that 
action was bein g t aken f or recovery of 
co I l ect ion charges . Fur thar r epor t has 
not been received <April 199 0 >. 

The above c a s e s were reported to 
Government in Jul y 1989; th e i r rep I i es 
have not been rece ived ( April 1990). 

8.3. Non-assessaent/ non-rea l i sation o f 
land rent fro• unauthor i sed occupan t & 

At the time of s e t t I e me n t made in 
Kumaon and U t tarakhand regions dur ing 
1956-65, certain land ho I d e rs were 
incorrectly recorded as Sir tans i . e. 
unauthorised occupants of Gove rnmen t 
land. Consequently , af te r aboliti on of 
Zamindari in that reg i o n sometime in 
1960, the•e land ho I de rs were depr i ved 
of the Bhumidhari rights and no demand 
for I and revenue was assessed and 
rais•d in respect of such land. During 
the audit of Tahsildar, Ranil<het, 
district Almora, in June 1976, such 
unsuthorised occupation of agricultura l 
land since 1363 fasl i (July 1975 to 
June 1976) was noticed. When this was 
po i'nted out, the Government stated in 
June 1978 that the problem had since 
come to their notice and a decision 
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would be taken •oon. After a lapse of 
about nine years, it was decidttd by the 
Government in March 1965 that patta• be 
granted to such landholders upto a 
ceiling of 12.5 acre• in each ca•• 
under the Govern•ent Grants Aot, 1895. 
The conditions, inter alia, Wl!re that 
from the date of application of the 
Act, of 1960 to the districts of 
Garhwal and Chaaol i viz. 19th June , 
1965 and to the distr1ct• ~lmora, 

Pi thoragrah and Hai ni ta l, viz. 30th 
June, 1966 and amount co•puted at 
double the vi I lace rate in force and 
from 1st July 1976 an amount equal to 
land revenue <Mal1uzari> worked out at 
revised rates, would be payable as land 
rent to the State Government . 

In spite of the decision of 
Government in March 1965, cases of non­
asse&&ment and non-realisation of land 
rent in respect of unauthorised 
occupants were noticed by audit 
(between May 1986 and June 1966> as 
mentioned below: 

; 
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Tah• i 1 ,,on th Obje.ction in Land Reply of 
and brief rent the 
yea r -------- ------ not depart-
of Areas Period ass- ment/ 
"ud it un~ er essecV Gove rn-

un•u- real- ment 
thor- ised 
ised 

<Rupees in lakh11 l 
------- --------- ----------------- --------

( 1) 121 (3) Io\ ) 15> ( 6 ) 

---- --- ---- --------------- ------- ---------. 
U) Did i hat ttily 7~ J,uly 0 . 51 The Tah-

<Pi tho 19"8 1966 t o &ildar 
ra1ar h J une stated 
d htrictl 1986 <Dece•ber 

1967) th.at 
the land 
rent had 
be•n a&& 

es• ed but 
the arr-

ear11 
cou ld no t 

be real-
had f or 
want of 

lease 
deed 

prof or•a 
and order& 

of the 
Board of 

Revenue 

li ~) Thara l i May 258 July 0 .11 The 
<Cha i;::: I i 190<! 1965 t o district 
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------- -------------------------- ---------
( 1l { 2 I 131 141 151 {6 I 

------- -------------------------- ---------
distri ct! J une off ice ; 

1966 Chamo li 
intimated 

!May 
19671 

that the 
matter 

was 
under 

corres-
pondence 
with the 
Board of 

Revenue 
and Gov-

orn11ent 

( ii 1JSa.dar June 3239. 91 July 2.37 The 
IPithora 1968 1966 District 
garh to June of ficer 
district! 1988 Pithora 

gar h 
intimated 

!May 
1987 1 

that a 
sum of 

Rs 0.20 " 
!akh had 

si nce 
been 

recovered 

\} "i) Dhar June 500.05 July 0.21 The 
chula 1988 1968 to Govern-



( 11 

<Pi tho 
ragarh 
district> 

(21 
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Total 

July 
1965 

(51 

3.20 

( 6 I 

•ent 
&hted 
<March 

1969 
that a 
&U• Of 

Rs 0 . 11 
lakh had 

since 
been 

recovered 

The first three cases were brought 
to the notice of the Government between 
July 1986 and February 1989; thei r 
ereply has not b•en received <April 
1990) 

6.4. lrreeularities in ~"arding fishine 
right& 

In ter11s o f 
U.P . Gaon Sabha 

paragraph 
oand Bhum i 

62 of the 
Prabhandhak 

Samiti Manual, lease for fishing rights 
is awoarded for a period not exceed inc 
one year, on the ba&is of auction , to 
the highe•t bidder<s> on the condition 
that one-fourth amo u nt of the lease 
money would be paid immediately . on the 
acceptance of the bid and the remaininc 

Q O r ,,.. 
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three-fourth in ,three equal quarterly 
ins t alments. In case of default in 
payment of the ins ta 1 men ts, the 1 ease 
is 1 iable to be cancel led and fishinc 
rights reauct.ioned. Non-observance of 
prescribed procedure and delay on t he 1

. 

part of the department, in tak inc 
remedial measures deprived Government 
of revenue amounting to at lea•t Rs 
56,067 as i ndicated below: 

<a> In tahsil Deoband (district 
Saharanpur>, a lease for fishing rights 
was given to the highest bidder, on an 
a nnual r e n t ,of Rs 16,500, for a period 
of ten years, instead of one year, fro• 
21 s t June 1986. However, advance equal 
t o o n ly 114th amount of the lease •oney 
for one year instead o f 10 years was 
take n . The bidder paid rent of Rs 
165 00 for the year 1966-87 and 
t hereaf t e r did not make any further 
payments, yet was al lowed to enjoy the 
f ishing rights til 1 the bid was 
c anc ell ed on 23 r d February 1988. De l ay 
in cancel l ation o f the bid depri ved 
Gov e r nment of t he revenue of Rs 11,092 
as r ent fo r the pe r iod 21st June 1967 
to 22 nd Fe bruary 1968. No action was 
t aken b y the depar tment to reauction 
t he f i shing r i ghts from th• date of 
c a nce ll ation <25 th February 1988) to 
18th January 1969 and realise 
t h e amount of Rs 11092 from th• bidder . 

The matte r was reported to the 
d epar tment in June 1968 and Government 
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in September 1 98:9; the i r r ep 1 i es hav • 
not been rec eived <April 1990 >. 

<bl In Ramsan ehighat tahsi l, (district 
Ba r abankil , a. lease for fi shing rights 
was awarded f or Rs 32, 000 in January 
1987 but n o amount was paid by th e 
les &ea till t he date of aud it <August 
1988 >. The de par tme n t neither pr e ssed 
f or payment nor did it c a nc e l and 
r eauc tion the bi d rights. I n ano the r 
case. in thw said t ahsi l where a l ease 
was ~awarded f o r Rs 17, 300, in Januar y 
1987, one-fourth of the lea se money 
amounting t o Rs 4, 325. was paid by the 
lessee on 25th February 1987 , the 
balance amount o f Rs 12,975 <towards 
payment of the remaining t hree 
instalffients> rema ined unrealised til l 
t he date of a ud it l August 1988>. The 
de pa r tmen t did no t t a k e any ac t ion to 
r ealise the balance amount or to c ancel 
the bid and reauct ion th e rights. 

The ma tter was r eported to the 
d epar tment i n <:;aot '!. utbe r 1 9 88 and to 

• Gove rnment i n Se p t e mbe r 1989; their 
repl ies h ave not b een recei ved <April 
1990) . 

'• 



CHAPTER-7 

OTHER TAI RECEIPTS 

A-ELECTRICITY DUTY 

1 . 1 . Result& of Audit 

Teat check of the accounts of the 
Ass is tant Electrical Inspectors I 
Appo i nted Authorities , conducted in 
audit du ring the year 1988-89, revealed 
non-levy or short levy of electricity 
d uty amounti ng to Rs 34.23 lakhs in 22 
cases, which broadly fal 1 under the 
fol lowing categories: 

Nu•ber 
o f 
cases 

1. Non-pay•ent of 
e lectricity duty· 
on supply of 
e l ectric energy 

2. Short I evy of 
electricity duty 
due to incorrect 
application 
of rates 

3 . Non-realisation/ 
short rea li s ation 
of inspec tion fees 
of elec t ri c 
in& t a l I at ion& 

1 

5 

4 

A•ount 
C l n I akhs 
of rupees> 

13.16 

0.65 

12. 70 

.. 

, 



• 

• 

4. Non-real isaton/ 
short realisat ion 

of interest 

5. Other cases 

TOTAL 

(245J 

3 

3 

22 

7.33 

0.19 

34.23 

The find i ngs of a rovi e w o n 
•Realisation of elec t rici t y du ty ~nd 

fees• are me n t ioned in t he f ol l o win g 
para graph. 

7.2. Reali sation of electr icity 
duty and fee& 

7. 2. 1. Introduc tory 

Electricity du t y is l e vied under 
the Uttar Pradesh El e ct r i city 1 Dutyl 
Act, 1952 at s uch rates a ;:; are fix e d , 
from t i me to time, b y t he S t a ta 
Government, on the ene rgy so ld to a 
consumer by a I icensee, the Board , t h e 
S t ate Gov ernment o r t he Central 
Gove r nment, or consumed by a I icensee 
or the Board or State Go ver nment in or 
upon premises used for c ommerci a l or 
resi d en tial purposes or in or u pon any 
other premises except i n t he 
construction, main te nance or operation 
of hi s or it s work s , o r on energy 
consumed by any other p e rson from h is 
own sourc e of gener a tions. 
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The licen see , t h e Boa rd and the 
Appointed Auth o r i t y <o n be ha l f o f the 
State Governme n t I Ce n t ra I Government, 
as the case rut:o.y be>, and in case the 
energy i s cons umed b y a n y other person 
s uch pe r s on , sha ll d epo s i t t he amount 
of du t y pay a b l e wi th i n two c a lenda r 
mo n ths f o l low i n ~ the c l os e of t h e mon th 
in which me te r reading was rec orded. 

Fees f o r t€1 :>t ir1 g a nd i nspect i o n of 
i nsta l la t i on £>, con nec i.~d to the suppl y 
s y stem of th t:t s u p p l i ar , is lev ied and 
pa id t o the Stat e Gov ernmen t u nde r the 
I nd ian El e c t r icity Act., 1 910 a nd I ndian 
Ele c t r ic ity Ru les , 195 6- a t s u c h rate& 
a s ma y, from t ime t o t i me , be fixed by 
th e Sta t e Gov e rnm~r't i n orde r t o 
r e gulate t he l e v y o f feas f o r tes ti ng 
a n d inspe c t ion and g ene ra l ly f or 
services b y Di rect o r !E l e ct ri c al 
Safety > Ut t ar P r a j e sh (f o rme r ly Chi e f 
E lectr ical I n s pecto r t o Gove r n me n t, 
U t 't a r P rad es h l • 

The a ct ual c ol ! a ct ion o f 
elect r ici ty du ty dur i n g 1 98 7 - 88 was Rs 
41.78 crores which i ncreased d u ring 
1988-89 t o Rs 62 c r ores , ma.kin g i t a 
major sou r c e o f rev enue to the State. 

7.2 . 2. Scop e o f Audi t 

The o b ject of t ha revi ew was t o 
s tudy th e p r ocs:rdu ra a d o p ted in t h e 
as ses s ment a n d c o llec tion of 
Elec t ric ity Du t y ..,,, i th r efe r e nce t o the 
pr e c ri bed provi~ions i n t he a bo ve 
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mentioned Act and Rules; and adequacy 
and effectiveness of inspections of 
installations, and realisation of fees 
i s prescribed in the Indian Electricity 
Rules, 1956. The review was undertaken 
during the period January 1989 to May 
1989 and covered the offices of 11 out 
of 42 Assistant Director <E.S. >, 10 out 
of 32 Appointed Authorities, 3 
licensees <sanction holders> and the 
office of the Director <E.S.>, Lucknow. 
The review also includes certain cases 
noticed during earlier years. 

7.2.3. Organisational set up 

The Power Department of the Uttar 
Pradesh Government administers the 
prov i sions of Uttar Pradesh Elec tri c i ty 
<Duty> Act, 1952, Uttar Pradesh 
Electricity <Duty> Rules, 1952 Ind i an 
Electrici ty Act, 1910 and Indian 
Electricity Rules, 1956 through the 
Direc:;tor <E .S. > Uttar Pradesh, who is 
t h e head of the organisation. He is 
assisted by the Deputy Director <E.S . > 
Uttar Pradesh (formerly known as Dy . 
Electrical Inspec to r to Government of 
Uttar Pradesh> at Headquarters and in 
the region s. The regions are sub­
divided 1nto zones with one or more 
districts under th e charge of Assistant 
Director <E.S.> Uttar Pradesh (forme r ly 
known as Ass i stant El ~ct rical Inspector 
to Government of Uttar Pradesh). The 
Di rector <E . S. > Ut tar Pradesh is 
responsible for watching the recovery 
and k eeping proper accounts of 
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electric ity duty realised a nd depos i ted 
by th e li censees, th e Board , appointed 
Autho r i ties or other persoms ; and for 
inspecting the inst a l lati ons connected 
to the supply syst e m of th e s uppli e r 
and for levy and realisati o n of 
inspection fee for such inspect i ons. 

7.2 .4. Hi g h lights 

(i) There wa9 persistent under­
estimation in budget i ng the receipts 
fro~ 'Taxes and Dut i es on El ec t ricity·. 
Thus, dur ing 1984-85 t o 1987-88 
rece i pts were 111ore by Rs 14 . 70 crores 
<on an average of Rs 3.675 cro re!I p e r 
year> t han those e n visaged in the 
budget estimates . Arre a r s of 
uncol l ected revenue at the e n d of March 
1988 amounted to Rs 24.00 crores. 

<ii> Abou·t nin e.t)' per cent of the 
total amount of duty is realise d from 
the Uttar Pradesh State Electrici t y 
Board <U.P.S.E.B. >. There i s , however, 
no system to veri f y t he correctness of 
the amount o f duty pa id by t he 
U.P.S.E . B. wi t h reference to the units 
consu"-ed . 

<iii> A s um o f Rs 20.71 c rores was 
paid /adjusted i n 1987-88 on accoun t of 
d if f e rence due t o r e v i s i o n o f rates of 
dut y f rom the U. P.S . E.B . Howe ver , tes t 
c hec k i n on e zonal o f f ice revea led n o n­
i nclus i on of an est imated amount of 
dif.ferentia l duty a111ount ing to Rs 3.67 
crores in the s aid amount i n t he 
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demands raised by the Director <E.5.>. 
Further, there was a difference of Rs 
7.27 crores betwe~n the duty as 
assessed by the Director <E.5.> and 
that paid as per annual statements of 
the Board during the years 1984-85 to 
1987-88. Th is amount was treat ed as 
arrears, which has not been paid so far 
<November 1989 >. 

<iv> In the case of si >< appointed 
authorities, one 1 icensee (sanc tion 
holder) and two distribution divisions 
of U.P.5.E.B., there was short 
re a l isation of electricity duty 
amounting to Rs 24.77 lakhs due to 
application o f incorrect rates of 
electric ity duty. 

<v> Duty amount i ng to Rs 75.44 
lakh s was pend ing recove ry in case of 
one appointed authority, one 1 icensee 
<sanct i on holder> and 22 other persons 
even after delay5 r anging f r om 10 
months to 25 years1 

(v i> In cases of three 1 icensees 
<San~tion holders >,in te res t amounting 
to Rs 76.17 lakhs o n b elated payment of 
electricity duty was not char ged. 

<vi i > Interest amounting to Rs 1 .76 
crores on be lated payment of duty upto 
March 1975 has not been paid so far by 
the U.P.S.E.B •• I nterest amounting to 
Rs 3.44 crores for the period from 
1975-76 to 1979-80 111as waived by 
Government though there is no provision 
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The Director 
interest for 
April 1986 

to that e ffect in the Act. 
<E.S.> stopped calculating 
delayed payments from 
onwards on the ple a 
ul timately to be waived 

that it 1111as 
by Government. 

<v i i i) Periodical i nspections and 
testing of installations was carried 
out by the Director <E.S) only to the 
extent of 16 per cent. Non-inspection 
of electric installat i o n s involved 
safety r i sks and hazards apart frCHll the 
net loss of revenue of Rs 4.76 crores 
by 1111ay of inspection fees for the years 
1984-85 to 1987- 88. 

(ix> The init i al inspec t i o n of 
high or extra h i g h vo l t a g e e lec t r i c a l 
installation ~· of U.P.S .E .B. was not 
carried out by t he Directo r <E.S.> due 
to non deposit of prescri bed fee t o t h e 
t une of Rs 1 . 79 crores for the year 
1969-70 to 1986-87. 

7 .2.S . Trend of revenue 

( i ) Th e 
vis- a - v i s the 
fi ve ye a r s 
under . 

b u d g e t 
act u a l 

e nd in g 

e s t i mates 
r ece i p t s 

1988-89 

o f duty 
f or the 

we r e as 
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Year Budget Actual~Variation Perce-
esti- Increase ntage 
mate (+) of var­

iation 
Increa­
se <+) 

------ -------- ------ ------ -------
Cin crores of rupees> 

1 984-85 14. 14 17.85 (+) 3.71 ( +) 26 

19 85-86 28. 08 30.79 (+) 2.71 ( +) 10 

1 986-87 3 3. 80 36.21 ( +) 2.41 ( +) 7 

1987-88 35. 91 41. 78 (+ ) 5.87 ( +) 16 

1 988- 89 4 0 . 02 62.00 (+)21 . 98 (+) 55 

( i i) Arrears 

Arrears on account of u ncollected 
d u t y at the end of March 1988 amounted 
to Rs 24.00 crores . the details of 
amounts due from the U.P.State 
Electricity Board, Appointed 
Autho r ities and other persons consuming 
en erg y from their own source of 
gene r at1oh were as under: 

Amount 
( I n crores 
of r upt!es ) 

1 .U. P.St ate El ectri city Board 
2.Appo i nted Authorities 
3 . 0th e r pe r sons 

7.27 
0.05 

16.60 
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Out of Rs 16.68 crores coming 
under ;other pe rsons · , Rs 15. 79 crores 
were du e since 1982 from a Power 
Compan y , a li c ensee, in r espect of 
generat i on and consumption of energy 
f rom its o wn sou r e es. Th is amount was 
recovered in October 1988 af t er the 
decision of the Hon ' ble Supreme Court 
i n J uly 1988. The recovery of Rs 0.39 
crore due from o th er pe r sons (t en sugar 
factories> were st ayed either by the 
Supreme Court or the High Court. 

7.2.b. I r regular method o f payment 
and non-verification of the a•ount of 
duty paid b y the U.P.S.E .B. 

The U . P. S.E.B . paid electricity 
dut y u pto t he y ear 1974-75 through its 
Distr i bution Di v i sions who deposited 
the amou n t s into the treasury. 
Payments were ma de generally late and 
result e d i n accu mulation of huge 
arrears of duty and i nteres t . However, 
conse quent to a dec i sion taken at a 
meeting held b etween the representative 
of the Government and the Stat e 
Elect rici ty Board i n 1975-76 paym ent of 
duty from the year 1975-76 onwards was 
adjusted b y deduction from the loan 
granted to the Board by t he State 
Go vernmen t . For this pu rpose, the 
Ass 1 st a n t D i r e c to r ( E • S . > of e a c h z on e 
collects the f i gures of th e electricity 
dut y due f o r each month from the 
statements in Form No. (C. S . 4> prepared 
by each Dist ri but i on Division of the 
Board and forw ards the ~ame t o the 
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Director <E.S. > Lucknow, where the 
figures for whole of the State are 
consolidated. This consolidated 
figures is taken as a demand of duty 
and action for deduct i on of this amount 
of demand from the loan given to .the 
Board, is initiated by the Direc tor 
CE.S. >. This procedure is, however, 
not consistent with the prov isions of 
the rules, as mentioned in Para 7.2.8. 
infra. Further, the Assistant 
Directors of the Zones, while 
intimating the amount of du t y to the 
Director <E.S. > do not check the 
correctness of the amount of duty shown 
in these statements with reference to 
the category-wise number of units of 
energy consumed. The result is that 
the correctness of the demand of duty 
compiled by the Director \E.S. > is not 
verified at any stage with reference to 
the number of units actually consumed 
by different categories of consumers. 

Test check of 21 
statements <C.S.4) pertaining 
Pistribution Divisions in the 
of five Assistant Directors 
short levy of electricity duty 
1.30 lakhs as shown below: 

monthl y 
to 6 

off ices 
showed 
of Rs 
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llue of the llont~ ofTotal nUlbtr Rate of Mount of A11nsed 
Electrlcit1 c.s. 4 of units Electricity duty dut UOW1t of 
Distribution State- conslmtd u duty per tin ruptt1ldut1 actually 
Di•ision 11nt shown in unit shown in 

-------- c.s. 4 c.s. 4 < 

ICltegory lin rupNSI 
of 
Cons111p-
tionl 

ftirzapur 4186 13,39,834 2 paiH 28, 792.68 20,044.20 
IDole&ticl 

4/88 8,606 2 paiH 132.12 323.18 
IC0198rcial I 

4186 7,56566 4 paise 30,282.6 19,543.28 
I Industrial I 
I ii Sul I and 
heuy power 

liilLarge and58,60,937 8 paiH 352,856.22 455,401. 78 
hea9y power 

I I 4186 29,477 2 paiH 589.54 650.88 
IPubl ic laapsl 

I I 4186 80,810 2 paise 1,618.20 2,1S.. 74 
!Public llater 

vorkl 

Varanasi 2188 10,96,826 4 paist 43,873.04 32,399.48 
IDotesticl 

I I 2188 96, 987 .. paiH 3,879.48 4,519.00 
ICo•ercial I 
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2168 12,89,059 8 paise 76,143.54 8, 109.60 
I lndustiral I 
Laree and 
hta'J power 

.~ Azuguh 10/86 10,87,593 4 paise 43,503.72 14,457.70 
IDoetsticl 

10/86 7,14,192 4 paiH 28,567.68 14,440.96 
I lltdustrial 
Sul I and 
nd i 111 pover 

I Deoria 1/68 1,39,617 5 palse 31,980.85 20,460.00 
IDoaesticl 

1188 3,98,298 6 pliH 23,697.88 23,585.47 
I Industrial 
Large pover 

11 Deoria 9166 5,47,901 4 paiH 21,916.04 7,392.40 
IDoHsticl 

9/86 7,54,725 6 pailil 45,283.50 17,252. 70 
llndustriall 
Large pover 

I Shahja- 5187 7,90,157 5 paise 39,507.85 7,457.43 
hanpur ID01esticl 

,. 
5167 5,03,455 5 ~aiH 25, 172. 75 17, 776.00 
I Industrial I 
Sul I and 
aediu1 pover 

-------- --------------------- -------- ·--------- ----------
TOTAL 795,975.73 Mi,006.5' 

---------- ----------
Shert lftJ Is 1,29, 117.17 
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Thus, the correctness of the 

amount of duty rea 1 i sed from the 
U.P.S.E.B. which accounts for about 90 
per cent of the to ta I amount of 
electricity duty is not being checked 
by any authority as there is no 
internal audit system in the 
department. Further, the C.S.4 
statement. on the basis of which the 
amount of duty is being arrived at, 
does not contain complete information 
necessary to arrive at the correct rate 
of duty leviable to different 
categories of consumers, suchaBunits 
consumed category-wise, unit exempted 
from duty etc. and is, therefore, 
error-prone. 

7.2.7. Non-asseG&aent of differential 
duty 

<a> The rates of electricity duty 
were revised by the State Government 
vide notification dated 29th March 1985 
(effective from 1st October 19841 and 
dated 1st Augus t 1985 <effectiv e from 
1st August 1985 ) . The U.P . S.E. 8., 
however, e nforced the revised rate with 
effect fro m 1st February 1986 in 
respect of certain categories of 
consumers and with effect from 1st 
August 1986 in respect of remaining 
categories of consumars . As a result , 
the differential amount of duty for the 
period from 1st October 1984 to 31st 
July 1986 was realisable from the 
Boa rd. but this has neither bee n 

... ' 

\ 

,. 
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assessed by the Commercia l wing of the 
Board nor by the Director CE. S. l so far 
<May 19891. A sum of Rs 20.71 cror es 
on this accoun t was paid to/adjusted b y 
the Government during 1986-87 as stated 
by the accounts wing of the U.P.S.E.B. 
Details of the said adjustmen t was also 
not available with t he Directorate . 

Jn t he course of test check of 
Zonal office at Kanpur , it was no ticed 
<Apr il 198 9 ) that an estimated amount 
of differential of duty of Rs .3.67 
crores due for the period from October 
1984 to July 1986 pertaining to Kanpur 
Electric Supply Authority was no t 
intimat ed to the Director CE.S. l b y the 
Zonal Assistant Director CE. S. l. In 
th e a.b s enc e of d e ta i 1 s , t he accuracy I 
c or rectness of t he amount of Rs 20 . 71 
crores paid /adj usted towards the 
differential duty as mentioned abo v e 
could n ot be vouchsafed. 

(b) Non-reconciliation 
figures of duty assessed by 
wings of Board 

of the 
different 

The a moun t o.f du ty p avab I e by the 
Board is assessed by the D irector 
CE.S. l on the basis of C . S.4 s tatemen ts 
prepared by the various Distri bution 
Divisions of the Boa rd . The Commercial 
Wing and th s Accoun ts Wings of the 
Board also make their own assessments 
of the duty pay ab I e by the Board 
separa te ly. However, the three sets of 

94 r.-~'7 
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figures do not tally nor were 
reconciled at any stage. 

A di fference of Rs 7 . 27 crores 
between the amount assessed by the , 
Director !E.S. l and that paid as per 
the annua 1 s ta taments of accounts wing 
of th e Board, during the years 1984-85 
to 1987 -88 (as par details give n 
be low), was treated as arrears, but has 
not so far been recovered from the 
Board !November 1989) . 

Year Amo u nt of duty By Ace- Duty paid 
assessed cunt as per 
By the By Comm wing annual 
Di rec- ercial of the statement 
t or wing Board of a ce-
!E. S l of the cunts of 

Board S.E.B. 
---- - -- -- --- --- -- - --- - -------

< In er ores of rupeesi 

1984-85 17 . 96 12.39 12.47 15.62 

1985-86 28.00 15 . 95 16 . 06 28.00 

1986 - 87 35.00 29. 11 50.07 33 .00 

1987-88 42.04 32.09 35. 16 39.07 
------ ----- -- - --- ----- -

TOTAL 122.96 89.54 113.76 115.69 
------ ---- - --- --- ------

7.2.6. Procedure prescribed for levy 
and pay•ent of duty not followed 

<a> Under the U. P.Electricity 

y 



.. 
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(Duty> Act, 1952, and the ru 1 es made 
thereunder, the amount of electricity 
duty is required to be deposited in 
Government treasury by a I icensee, 
appointed authority . or other person, 
within two calendar months following 
close of the month in which meter 
readings were recorded. He is also 
required to submit to the Assistant 
Director <E. S.) concerned the receipted 
copy of the treasury cha! Ian within ten 
days of the expiry of the aforesaid 
period of two months. In the event of 
failure to deposit the amount of duty 
within the period prescribed, interest 
at the rate of 18 per cent per annum is 
chargeab I e f ram the I icensee, the Board 
or other person on the amount of 
electricity duty remaining unpaid until 
payment thereof is made. 

In the office of the Assistant 
Director <E.S.) Bareil Jy, it was 
noticed t hat Garrison Engineer <M.E.S.) 
Bareilly , an appointed authority, paid 
electricity duty for the period from 
November 1977 to March 1981 in the 
month of March 1986 i.e., after a delay 
of about 5 to 9 years. Information 
regarding payment of duty from April 
1981 and onwards was not available in 
the office. No effective a.ction was 
taken by the Assistant Director in this 
regard nor towards charging of interest 
on the delayed payment. 

Cb> U.P.Electricity 
1952 further provide that 

Duty Rules, 
in case where 
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the supply is afforded on mixed load 
tariff unless proper arrangement for 
metering different categories of 
consumption exists to the satisfaction 
of the Assistant Director <E.S. ), 20 
per cent of total consumpti on for the 
said tariff is dutiable at the rate 
fixed for light and . fan and o ther 
purposes and the rest 80 per cant of 
the consumption is dutiable at the rate 
fixed for levy on industrial 
consumption. 

Ci> In the office of the Garrison 
Engineer {M.E.S. ), appointed authority 
at Bareilly1 it was noticed that from 
September 1988 onwards payment of duty 
was billed by the Electricity 
Distribution Division of U.P . S.E.B. and 
duty was also being paid to the 
U.P.S.E.8., whereas it should have been 
deposited into t he Treasury direct as 
per the prescribed procedure. 

It was also observed that along 
with the bi 11 for November 1988, 
arrears for Apri l 1986 to August 1988 
amounting to Rs 3. 20 I akhs were al so 
paid . As per bills prepared by the •' 
Distribution Division, of U.P.S.E.B. 
energy consumed during the period from 
Apr i I 1986 to January 1989 agg raga ted 
4,36,97,697 units. The duty was, 
however, levied only on 20 per cent 
187,39,539 units> of the total 
consumption for I ight and fans, whereas 
duty on 3, 49, 58, 158 uni ts I being 80% of 
the total consumption) amount~ng to Rs 
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16.76 lakhs at the minimum rate for 
1 evy on i ndus tr ia 1 consumption, was not 
levied at al 1. On this being pointed 
out, the Director <E.S. J admitted that. 
the distribution division of the 
U.P.S.E.B should not have realised duty 
from the appointed authority, and that 
non-levy of duty on 80 per cant 
consumption and levy of duty on 20 per 
cent consumption was not in conformity 
with the rules. It was also stated by 
him that action was being taken for 
rectifying the irregularity. 

<iiJ In case of a distribution 
division at Pithoragarh, it was noticed 
that during the period from February 
1986 to January 1988, 48,27,450 units 
of energy were so Id to a consumer on 
mixed load tariff. The electricity 
duty on the entire units of consumption 
was levied and realised at the rate of 
2 paise per unit i.e . , at rate fixed 
for 1 igh t and fan con s umption whereas 
on 80 per cant of to ta 1 consumption, 
the rate fixed for industrial 
consumption should have been charged. 
This resulted in short realisation of 
duty amounting to Rs 1.90 lakhs. 

On this being pointed out (June 
1988), the Executive Engineer of the 
distribution division accepted the 
mistake and stated that bi 11 wi 11 be 
raised for the amount short charged. 
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7~2.9. Short realisati on of duty due 
to application of incorrect rates 

Under the Uttar Pradesh 
Electricit y (Duty) Act, 1952 and the 
ru les made thereunder, electricity duty 
is leviable at t he rates as may from 
time to time, be fixed by t he State 
Governm,ant by 'n.:itlf 1 >·· "'.'"/0 ·11 ; .. ·rt1e C~<n>:; !-!: ':..; ,,. 
Rates of electricity duty were revised 
by the Governeme n t by issue of 
notifications in March 1985, August 
1985 and December 1986 and revised 
rates came into effect fro m October 
1984, August 1985 and 23rd December 
1986 respective l y. 

In the offices of a licensee, two 
distribution divisions of U.P.S.E.B . 
and six appointed authorities , test 
check (June 1987 to April 1 989) 
revealed that that electricity duty 
was levied and deposited at pre-revised 
rates instead of at the prevaili n g 
correct rates , during the period from 
October 1984 to January !989, resulting 
in short r&al isation of duty amounting 
to Rs 24 . 77 lakhs. 

On this being pointed out in -
audit , the Distribution Division, 
Mo radabad realised the amou n t of s hort 
charge of Rs 6.72 l ak h s in Octob er 
1987 . Information regarding recovery 
and additiona l demand in respect of t h e 
re mainin g cases have not been received 
IApri l 1990l . 
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7.2.10. Non-levy of electricity duty 
on supply of energy free of charge 

Under the U.P.Electricity <Duty) 
Act, 1952, electricity duty is leviable 
on energy sold to a consumer, at rates 
notified by the State Government from 
time to time. The Act further provides 
that for the purpose of calculation of 
electricity duty, energy supplied free 
of c harge or at concess i ona 1 rate to 
certain categori es of consumers by a 
1 icen see or the Board shal 1 be deemed 
to be energy sold at rates applicable 
to other consumer s of the same 
category. In September 1984, 
Government clarified that in respect of 
energy supplied at concessional rate to 
Mili t ary Officers by the appointed 
authorities <Defence department) as 
well, the rate charged for energy 
consumed would be deemed to be - the ful 1 
rate applicable to other consumers of 
the same category <as the difference 
between the ordinary rate and the 
concess i ona 1 rate was being borne by 
the Dafence department). In this 
connection, t h e Di rector <E.S. > also 
issued !August 1986) a circular to all 
appointed authorities of Def .ence 
department to realise electricity duty, 
in respect of energy supplied free of 
c harge, at the rate applicable to the 
ordina r y consumers. 

In the 
authorities 
(March and 

case 
test 

Apr i 1 

of four 
checked 

1989) it 

appointed 
in audit 

was noticed 
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that electrical energy was being 
supplied 'fr ee of charge to certain 
categories of defence personnel at the 
prescribed scale for domestic use. The 
rate of electricity duty applicable to 
supplies made for domestic purposes was 
4 paise per unit <effective from 1st 
October 1984) and 5 paise per unit 
<effective from 23rd December 1986 ). 
The a ppr ox i mate cons um pt ion of energy 
supplied by these appointed authorities 
during the period October 1984 to March 
1989 aggregated 2,21,13,370 units and 
electricity duty incorrectly not levied 
amounted to Rs 9 . 75 lakhs for various 
periods between 1st October 1984 and 
31st March 1989. 

In the case of another appointed 
authority at Kanpur <Garrison Engineer, 
Air F orce, Chakeril, the prescribed 
scale of free consumption was stated to 
be 135 and 80 uni ts per month for one 
category of persons and 80 and 55 u nits 
per month for ano ther category of 
persons for summer and winter 
respectively. The number of staff to 
whom f ;· ee supply was made was , however, 
not made ava ilab le to audit. The duty 
not 1 ev ied in this cas e, therefo re, 
could not be worked out. 

• 



(265) 

7.2.11. Non-levy/short levy of 
electr icity duty on con&u•ption of 
energy in street light& and pub l ic 
la•ps 

In the case of energy consumed for 
s treet lights and public lamps, where 
the supply was unmetered, the rate o f 
duty up to 22nd December 1986 was 
dependent on the total wattage of the 
bu lbs and from 23rd December 1986 the 
duty was leviable at the rate of 10 ~ 
cen t of the rate fix ed for s u ch 
consumptions by the U.P.S . E.B. Where 
the supp 1 y was metered, the rate 
appl icable was that for 1 ight and fan 
consumption as f ixed by the State 
Government from time to time. 

In 9 Electricity Distribut ion 
divisions and one Electric Supply 
Undertaki ng o f the Board, it was 
noticed that on the energy sold by the 
Board for consumption in street lights 
and public lamps, to 698 consumers <1 
Nagar Mahapa Ii ka, 8 Nagar Pa Ii ka, 1 
Cantonment Board, 1 Project Engineer, 1 
Industrial Estate , 2 Panchayat h. "" j 
Adh i kar is, 51 Town Areas, 610 Gram 
Sabhas and 23 blocks), electricity duty 
amounting to Rs 8.78 lakhs was not 
levied or short levi ed for various 
periods between August 1986 and October 
1986. 
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7.2.12. Non- levy of electricity duty 
on consumption of energy by a 
Government undertaking 

Under the U.P.Electricity <Duty) 
Act, electricity duty is leviable on 
the energy supplied for consumption in 
the residential colony of an 
Undertaking of Central or State 
Government. 

In the Electricity Distribution 
division, Robertsganj of U.P.S.E.B., 
electricity duty, on energy supplied to 
the residential colony of a Central 
Government Undertaking, was not levied 
upto October 1988. The duty not levied 
during the period from April 1985 to 
October 1988, the period for which the 
records were made available to audit, 
amounted to Rs 7. 04 1 akhs. Further, 
duty was being levied from November 
1988 onwards based on audit 
observation. 

7.2.13. 
duty 

Non-recovery of electricity 

Under the Uttar Pradesh 
Electricity <Duty) Ac t , 1952, any sum 
due on account of electricity duty, if 
not paid to the State Government within 
the prescribed period of time, is 
recoverable as arrears of land revenue 
f ram the 1 icensee or the other person 
as the case may be. 

-f. 
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In the case of one I icensee 
(sanction holder) and 22 other persons, 
electricity duty amounting to Rs 75.25 
lakhs for the period from January 1964 
to September 1988 was pending recovery 
even af tar de I ays ranging from 

0

6 months 
to 25 years. A sum of Rs O. 18 lakh 
representing duty for the period from 
June 1986 to March 1988, 'pay ab I e by a 
Central Government Appointed Authority, 
was also remaining unrecovered. 

On this being pointed out in 
audit, the Assistant Director CE.S.) 
cancer ned, res pons i b 1 e to watch the 
recovery of these outs tand i ngs, s ta tad 
that the recovery proceedings were in 
progress . However, no documentary 
details in support of this action could 
be produced to audit. 

7.2.14. Non-realisation of interest 
on belated payment of electricity duty 

Under the provisions of 
U.P.Electricity -(Duty) Act, 1952, and 
Rules framed thereunder, if the amount 
of electricity duty due is not 
deposited by the licensee, the Board or 
any other consumers in Government 
treasury within the prescribed period, 
interest at the rate of 18 per cent per 
annum is chargeable on the amount of 
duty remaining unpaid, until payment 
thereof is made. 

Three 
holders>, 

licensees 
one each at 

(sanction 
Mirzapur, 
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Gorakhpur and Lucknow, deposited 
electricity duty for the various 
periods between October 1984 and May 
1988, amounting to R s 4.06 crores, 
after delays ranging from 5 days upto 1~ 
23 months from the due dates. Interest 
to the t une of Rs 76 .17 lakhs, 
calculated at the ra t e of 18 per cent 
per annum, was chargeable from these 
licensees for delays in payment of 
duty , but was not charged. 

7.2.15. Irregular va.iver of 
on belated payment of duty 
U.P.S.E.B, 

interest 
by the 

An amount of Rs 1. 76 crores 
representing interest on the delayed 
p ay men ts of duty for the period up to 
March 1975 h as no t been paid by the 
Board so fa r (November 1989). From t h e 
year 1975-76 , the amount of duty was to 
be paid by deduction from the J oa n 
given to the Board by the State 
Gover nment . According to this mode of 
payment the duty for the years 1975-76 
to 1979-80 was also paid late (at the 
time o f release of loan> o n which, 
according to the Director <E .S . ), 
interest amounting to Rs 3 .44 crores 
was chargeable from the Boar d. This 
amount of interest was, however, waived 
by the Government vide their Jetter 
dated 24th April 1982, under Section 
3(1)(7) of the U .P.Electricity Duty 
!Amendment> Act , 1970. The orders of 
the Government for waiver of this 

• 
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amount of interest were not correct as 
there was no such provision in the Act. 

The Director <E. S. l, Lucknow , had 
; stopped calculating t he amount of 

in t erest on the 1 ate p ay men t s of du t y 
from t he year 1980-81 onwards on the 
presumption that the payment of 
interest was to be ultimatel y wa iv ed by 
the 'Government, which was irregular. 

, 

7.2.16. Irregular grant of exemption 
from payment of electricity duty 

Under the U.P.Electricity <Duty} 
Act, 1952, as amended in the year 1977, 
no electricity duty was leviable with 
effect from 1st June 1976, on supplies 
of energy <c onsumed in light) made 
under Janta-service Connection Scheme 
to Harijans, landless laboureri= , 
f armers <whose holding is one acre or 
less ) , active and ex-service men and 
war widows and other weaker sections in 
districts as may be notified by the 
State Government in this behalf. The 
Government vide Notification dated 22nd 
April 1977 exempted the energy consumed 
under the Janta Service Connection 
Scheme from levy of electricity duty in 
five districts of Allahcabad, Banda, 

.Basti, Mirzapur and Rae Bareili with 
effect from 1st June 1976. 

As intimated 
Electricity Board, 
were given under 
Connection Scheme, 

by the U.P.State 
1,13,972 connections 
the Janta Service 
during the years 
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1~4-85 in who 1 e of the State. The 
electricity duty on energy consumed by 
these connect i ens, except those in the 
five districts as mentioned above, was 
required to be assessed by the Board 
for making payments to the State 
Government . However, duty on the 
consumption of energy in respect of 
these connections excepting those of 5 
districts, was not assessed since 
inception of the scheme and all 
districts of the State were allowed 
exemption from levy of duty, which was 
irregular. As the consumption of 
energy under this scheme was not 
assessed, the amount of irregular 
exemption of duties allowed in the 
State except the said five districts 
could not be worked out. 

On th is being pointed out in audit 
!May 1989) the Director <E.S.) 
confirmed !May 1989) that electricity 
duty on ene r gy consumed in J anta 
Service Scheme was not bein g levi ttd in 
the entire State . This was in 
contravention of the provisions of the 
Government notifi cation whi ch al lowed 
exemption in respect of five districts 
only. 

7.2.17. Periodical inspections and 
testing of consumer•s installations not 
done 

Under the Indian Electricity 
Rules, 1956, where an installation is 
al ready connected to supply system of 



, 
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the supplier, e very 
is required t o 
ins pee ted and tested 

such 
be 
by 

installation 
periodica l ly 

the Assistant 
Director <E . S. l at inter vals not 
exceeding fi v e y ears. Such inspec ti o ns 
and tests a re c a r ried out wi th a view 
to ensuring that consumer's 
instal 1 at ion does not have any 1 eakage 
which is likel y t o affect injuriousl y 
the use of ene rgy by the s u pplier or 
which is li k e ly t o cause ,.. danger . The 
fee for s uch inspection and test is 
determined by t he State Go vernment in 
case of each c I a ss o f consumer and is 
payable by t he consumer in ad vanc e . 
The State Go vernmen t prescribed the 
following periodi c ity of inspection and 
test in respec t of different classes of 
installations : 

Class of i nstal l ations Peri od i ci t y 
of in s pe ct i on 
and t es t 

(il For high or e xt r a ­
high voltage instal l ati o ns ­
supply above 650 vol t s 

<iil For medium vo l t~ge 

installation - supp lv 
above 250 volt s and 
upto 650 vol ts 

liiilFor low voltage 
installations - supp l y 
upto 250 volts 

.A.n nua l 

T rie n nial 

Quadrennial 
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The inspection fee payable by each 
c I ass of consumer is 1 inked with the 
load of the instal lation as fixed by 
the State Governmen t from time to time. 

As per data made available by the 
department, the position of consumer's 
installations due for inspection each 
year and the installations actually 
inspected during the year 1984-85 to 
1987-88 was as under: 

Year Number of Number of Shortfal I 
installa- instal la-
tions tions 
due for actually 
inspection inspected 

1984-85 3, 13, 355 36, 136 2,77,219 

1985-86 3, 13, 355 47,263 2,66,092 

1986-87 3, 13, 355 56,650 2,56,705 

1987-88 3 , 13, 355 60,948 2,52,407 
-------- - -------- --------

TOTAL 12,53,420 2,00,997 10,52,423 
--------- ------ - - --- ---- --

Thus on an average, inspection was 
done only to th e extent of 16 per cent 
with 84 per cent of the installations 
remaining unchecked. 

Category-wise figures of 
ins ta l 1 a ·t i ens to be checked each year 
and actually checked were not available 
with the Director <E.S . ), Lucknow. On 

• 
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the has is of the f i gures suppl i ed b y 
the department, the average rate of f ee 
for inspection of each instal liltion 
worked out to Rs 199 .45 as against 
average cost of Rs 154 . 24 for each 
inspection for the year 1984-85 to 
1987 -88 as shown in the table given 
below: 

1984- 1985- 1966- 1987- Total 
65 66 87 88 

Nu•ber 36 ,138 47,263 50,~50 60,946 2,00,997 
of 
I nspec!.1 C.n 
carried 
out 

' Revenue 72.2tl 92.34 121. 49 114.23 400. 34 
recehed on 
account of 
inspection 
fee (in lakhs 
of rupees! 

Expenditure 113.06 67 . 12 81.12 95.61 307.13 
on the 
inspection& 

4 done (in lakhs 
of rupee&) 

, Average rate 200.00 195. 63 214. 57 187.42 199. 45 
of fee per 
inspection 
<in rupees) 

Average rate 174.56 142. 01 143.20 157.20 154. 24 
of Hpend i tu re 
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per inspection 

Based on this average rate of fee 
per inspection, the revenue involved on 
inspections of 10,52,423 installations 
for 1984-85 to 1987-88 not checked work 
out to Rs 20. 99 crores. Against this, 
the expenditure involved at the · average 
rate of Rs 154.24 per inspection of 
these installations comes to Rs 16.23 
crores. Thus apart from the attendan t 
risks invo lved in non-inspection of 
electrical installations, revenue of Rs 
4.76 crores has also been lost to 
Government. 

On 
audit, 
stated 

this 
the 
that 

comp late the 
the required 
staff . 

being poinfiid out i n 
Di rector ( E. S. >, Lucknow 
it was not possible --- to 
inspections and tests to 
extent with the existing 

7 . 2.16. Initial inspection of high or 
extra high voltage installation& of the 
U.P.S.E.B. not carried out 

Under the Indian Electricity 
Rul es, 1956, before supply of energy at 
high or extra high voltage to any 
person, · the supplier had t o seek 
permission from the Director CE.S. > and 
the supply of energy shall not be 
c ommenced un I ass and unt i I the 
inspector is satisfied about the 
fulfillment of various provisions 
regarding such installations . For 
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initial inspection of such 
i nstallati ons the s upp l i er (i .e . the 
Board> has to pay fe e in advance at the 
rates prescri bed b y the State 
Government from time to time. Rule 141 

, ~ ibi d provid e s for penalty upto Rs 300 
f or every breach of a n y provision of 
the said Rules and Rs 50 p er day for 
conti nuing breach of any s uch 
provisio n . 

.. 

In the course o f test check of the 
office of Assistant Director, Lucknow, 
it wa s stated that no action is taken 
b y the U. P. S.E.B for depositing the 
inspect i on fee in a dvance and for 
gett in g thei r install ations inspected. 
Informatio n regardin g newly i nstalled 
ins ta I lat ions is al s o not fu r ni s hed to 
t he Directora t e by L'.P .S . E.B . After 
considerable l a p se of t ime since the 
completi o n o f these insta l l at i ons, 
inf ormati on i s co llected by pe rso n a l 
ef for t of the depar tment and on t ha t 
bas is inspecti on fee i s demanded f ront 
t he Board. Ho :1ever, t he fee is not 
bein g depos ited by the Boa.rd, wi th the 
result tha t the i nit i al inspec ti o ns o f 
the insta ll ations were also not being 
carried out . The depar tme n t did not 
take any action fo r b r ea~h of the 
provisions of t he Rul es . 

I 
On this be i ng p oin ted out, the 

Di rector <E.S.) con f i r med the above 
position. It was fur ther stated by hjm 
that inspection fees amoun t ing ~o Rs 
1. 75 cro res demanded for the yea r s 
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1969-70 t o 1986-87 for initial 
inspection of installations had not 
been deposited by the Board so far 
<November 1989>, and consequently 
inspactions were not carried out. The 
exact number of installations in 
respect of whi ch the above amount of 
fee wa s no t deposited could not be 
collected; but, it was verified that 
approximately 45,-000 installations of 
the above ty pe are i nstalled by the 
Board each yea r. 

7 . 2 . 19. Hon-conduct of audit and 
deposit of ciudit fees in respect of a 
l icensee (sanction holder) generating 
electrical energy 

Under the provisions of Indian 
Electricity Rules, 1956, a licensee, 
generating electrical energy, is 
requir ed to submit the accounts to 
audit authorities of the Directorate 
<E .S. > fo r audit, and depos it the audit 
fee which will not exceed Rs 25,000 in 
any one case. The accounts are 
require d 1 to be submi ttea e ach year by 
30t'h September and for any delay in 
sub mission, it is nec essary for the 
sanction holder to obtain the 
permissi o n of the Gpvernment. For 
continued breach of the a ·foresaid 
p r ov i sions, the I icensee was I iable for 
penalty at t he rat e of Rs 50 per d a y . 

The audit of accounts of a 
sanction holder, engaged in genera ting 
electri cal ene r gy, was started f rom the 



<277 ) 

year 1967-68 and was completed upt o 
1970- 71 for which period , audi't fee was 
a I so depos i tad . The accounts for the 
years 1971-72 t o 1976-77 were subm itted 
after delays rang ing frcm 1 year 3 
months to 6 years . Howe ve r, the aud it 
fees for this period , computed at the 
rate of Rs 25 ,000 per account , 
amounting to Rs 1.50 lakhs ha ve not 
been depos i tad as yet . Fur ther, the 
accounts for 1976 - 77 onwards wer e not 
submitted to audit. Desp ite this, no 
action was taken by the Di rector < E. S. ) 
to I evy penalty as required und er the 
rules . 

On this being po i nted out , the 
Director <E.S. l sta ted that the 
Diredtorate had no inf or matio n 
regard i ng permission, if any , g1·anted 
by the Governmen t for non-submission of 
the accounts by the company f or the 
year 1976-77 onwards, and t ha t d ema nd 
for the outstanding amount of t he aud i t 
fee had been raised and that t he 
sanction holder had been a sk ed to 
submit the accounts fo r 197 6 - 77 and 
onwards. 

7.2.20. Other points of interest 

ta> Non- encash•ent of cheques 

Uttar Pradesh El ect r icity <Du t y> 
Act• ' 1952 and the rules made the r e u nde r 
do not permit acceptance of cheques 
t o wards payment o f elec tric i t y d u t y . 
In Lucknow zone, an appointed autho~ity 
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made payment o f elec t r i city duty 
amounti ng t o Rs 1 9, 069.77 f o r the 
period fr o m Octo ber 1 s e o to Ma rch 1981 
through two c heq ues no. 8 - 038804 dated 
6th November i 9 81 f o r Rs 17, 2 7 2 .87 and 
B-036964 d a t e d 2 3rd J a nu~r y 1982 for Rs 
1,79~.90 . Tne a nca&nru0 nt o f t hese 
che que s c o uld, h t1wa ~·e r- , not b e 
co n firmed b y ! l-: "'1 d u p .:' 1· t ment e ven af t a r 
a lapse of mo r s t h <a n s ::? v e n y e c.. rs. 

(b ) Paymfm t. o f d u t y c ou ld not. be 
verif i e d i n ~ udit 

Unde r -!: he ru l e s , 
pay me n t u f 

b y 
r egarding 
mai ntai n ed 
a u t horities . 

comp l ete rt:1c o rds 
du t:,. s h ould be 

the appo i nted 

An appo i ;-it e d a u t h or , ty at · Agra, 
a s sessed duty amoun t ing t o Rs 3 4 ,97 5 
f or t he y ear 1987 - 1 8 a nd int i ma ted this 
amount t o t h e Goncarned Gec t ion f or 
pay ment. Ho we v er, n o cha l I a n o r oth e r 
document in su ppoi· t o f th i s a ti' •.:.l'Jnt wa s 
a v a ilab l e in h1E o f f ice , eiv e n af ter one 
y ear, and t h e paym l!J n t o f s a i d a moun t 
co u ld not. b e v er i f i e d : n a.udit <March 
198 9) 

( c) Hon-submi s F. i o n of r e turns 

Und e r t h e Ind ian Elec tr i c ity 
<D u ty ) RtJ les , 1 9 5 2, a lice nsee , 
appoi n t ed a.uthori t y o r othe r pe r son is 
r equired to submit the f o l l r.)\J ing 
r e tur ns t o t h e As s ista nt Direc tor of 
the zo n e c o n c er n e d 

+ 
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( i) Return in duplicate in form 
A (showing information regarding energy 
suppq-ed or cons,umed, electricity duty 
l ev iab ll e thereon and actua 11 y paid to 
('41"Jvernment and amount of duty written 
ot ' f), within sixty days after expiry of 
t he half year to which the retu1n 
pe.rtairrs. 

(ii.l Return in duplicate i n · form B 
(sh owing the opening and closing 
balances"' amount of electricity duty, 
int13rest and penalty accrued and 
actually paid, adjusted and written 
off>, wi t hifTI thr&e months of the cl ose 
of the finan~ial y gar on 31st March. 

The a.bo~49 returns are not being 
&ubm i!. tted by ·the aRPOinted authorities• 

Cd) Non-levy 1of .duty on ener gy 
conuu11ed• by tl'l e Stati'9 Govern•erat 

On energy consumed by the State 
Gov er nment or so hf to the State 
Government f oir cons-umpti on by that 
Government, .electrici ty duty b ecame 
leviable at 2 paise per unit wit h 
eff t~ct from 1st Oc t ober 1984 {prior to 
this duty was exempt) and at 3 paise 
per unit with affect from 23rd December 
1986. 

It was noticed that Electricity 
duty on consumption of energy by S,tate 
Government was, however, not levied by 
Electr icity Distr ibutio n Division I and 
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I I , J aunpur f o r t he period from 1st 
October 1984 onwards e ven t hough a 
period of more than four years had 
elapsed s i nce introduction of the levy 
of duty on consumption of energy by the 
State Government. 

On this being pointed ou t i n audit 
t he As s istant Di r e c t or <E.S . ) Jaunpur 
Zone, J aunpur stated t hat in spite o f 
t h e ord ers of the .U . P . S.E.B. and even 
a f ter vigorous pu r suance by the 
Direc t o r ate <Off i ce of the Ass i stant 
Dir ector), the ar ·Ja o f c o nsumption by 
S t a te Government had not been l is t ed by 
t he sa i d Di vision, which was vi o lative 
of the prov i sion s o f the U.P . 
E lectricity <Duty ) Ac t and Rules . 

The foreg oi n g poi n t s we re reported 
to Government in J u l y 1989; t heir r eply 
h as not been rece i ved <Apr i l 19 90 > 

• 
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B.PURCHASE TAI ON SUGARCANE 

7.3. Result& of Aud it 

Test check of the accounts and 
relevant reco r ds of suga r facto r)es and 
khands a ri un its, conducted in Audit 
du r i n g the year 1988-89, b rough t out 
no n- I evy / short-1 evy o f pu rchase tax on 
sugarcane amounting to Rs 2 02 lakhs in 
22 cases which broad I y fa l I under t he 
fo l l ow i ng c ategor i es: 

1. CI earance o f 
sugar wi t hou t 
pay•ent of t ax 

2 . Short a&se s s•en t 
due t o non­
observance o f rul e& 

3 . De fer•en t o f 
pu r c hase t a x 
on sugarcane 

4 . Other 
i r regu l a rities 

Nu•be r 
o f 
ca&e& 

\ 5 

5 

3 

9 

TOTAL 22 

A•ount 
C In l akh& o f 

rupees) 

149.00 

4 .00 

44.00 

5 .00 

202.00 
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A few important 
during 1988-69 a r e 
succeeding paragraphs. 

cases 
given 

not i ced 
in the 

7.4. Arrears caused due to incorrect 
fi xation ~f rate ~f tax 

Section 3 of t he U.P . Sugarcane 
<Purchas e Tax> Act, 1961 p r ovides for 
levy and collection from a sugar 
factory a tax at the rate of Rs 1. 25 
per quintal on the sugarcane purchased 
by it. 

At the end of t he crushing s eason, 
the ass-essing offi cer is required to 
r evise th e r a ta of payment per bag of 
s ugar by taking into a ccou nt the 
quantity of sugarcan e pu r chased by t he 
facto r y and t he sugar prod uce d in the 
factory during t he s eason as r e duced b y 
the amount reco vered at t h e prov isi onal 
rate, and spread th e · u ndis c harged 
I i a b i lity of purchase t ax · over the 
r emaining ba gs of sugar in stock, the 
r e v ised rate, therefore, is so 
d etermi n ed tha t t he ent i re amount of 
tax i s r e a lised from the factory wi t h · 
the c learance of last bag of s u gar 
produced in the s eason by th e factory. 

Ca l A sugar f a ctory i n Moradabad 
distr .ict purchas ed 24.37 lakhs quintals 
of sugarcan e du r ing the season 1986-87 
on which a t ax of Rs 30. 45 l akhs was 
lev i able,. Th e assessing officer fixed 
a provis.ional r ate of Rs 11 per bag on 
16 th Decembe r 1966 and the f i na 1 ra ta 
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of Rs 21 per bag on 8th October 1987. 
The entire stoc~ o f sugar bag& was 
c lear ed by May 1988 but purchase tax to 
the tune of Rs 3.81 lakhs remained 

' unrecovered, as a result of incorrect 
fixat i on o f the final rate. 

• 

,I 

In August 1988, the Sugarcane 
I nspector and Asstt. Sugar Commiss i oner 
order e d adjustment of Rs 10, 145 lying 
i n the Personal Ledger Account of the 
fac tory against the tax due. Payment 
o f the balance i n lump sum was not made 
by the factor y . However, in September 
1989 , i. e. towards the end of a 
subseque n t crushing seas o n <1988-8~>. 
the assess i n g offi c er ordered recovery 
of the aforementioned amount of tax by 
e nhancing the rate of tax by Rs 8 per 
bag o f s ugar produced during 1988-89 
and lying in stock at the time of such 
order. Instead of ·r .. ecov e r i ng the 
u ndischa rged liability of tax in lump 
s u m, the assessing offi c e r extended 
i nd irec t f inancial conces s ion to the 
sugar fac t ory i n cont rav en t i on of the 
p ro visions of the Act. 

Cb) For the season 1987-68, the 
said f actory purchased 24 . .20 l a kh 
quinta l s of sugarcane on wh ic h purchase 
tax amo u nting to Rs 30.24 lakhs was 
pay ab l e . The p rov i s i on a 1 rate fo r 
s u ga r bag s was fixed a t Rs 15 p er sugar 
~ag and t h e final r at e was fixed on 8th 
August 1988 a t Rs 18 per bag. Pu r chas e 
t ax am o unting t o Rs 25. 2 7 lakhs wa s 
recover ed t il 1 No vemb er 1988 a nd 
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balance of Rs 4. 97 I akhs was due on 
29, 198 sugar bags left in stock. On 
29,198 bags, tax at the rate of Rs 16 
per sugar bag worked out to Rs 4. 67 
lakhs. This would leave Rs 29,987 
uncovered a s a result of incorrect 
fixation of the final rate. 

On thi s being pointed out in aud i t 
<December 1988>, the final rate of Rs 
16 per sugar bag was revised to Rs 
17 . 50 per sugar bag b y t he assessing 
o f fice r o n 24th May 1989 , i n order to 
realise the balance of Rs 29,198. 

The mat t er was repo r ted to 
Gove r nme n t in May 1989. 

7 . 5. Non-pay•ent of 
purcha se t ax on sugarcane 
factory' s own f ar• 

s ugarcane 
grown a t 

The supp 1 y of s u gar cane to sugar 
factor i es i n U.P . is arrang e d f rom areas 
assigned t o each factory t hrough Ganna 
Samities located within the areas. On • 
the quan t ity of sugarcane purc hased, 
the suga r factories pay comm i s si on at 
the rate of 20 pa i se per qu i ntal of 
sugarcane p urchased to Ganna Samit i es / 
Ganna Vi kas Par i shads. As ce r ta in sugar 
f ac t o ries we r e found to b e us i ng 
s u ga r cane g rown in their own f a r ms 
d ire ctly wh i ch was resulting i n Joss o f 
sugar cane pu r cha se t a x to Go v er~men t as 
well as los s of commissio n t o Sam iti e s/ 
Paris hads, t ha Ca ne commi ss ioner in 
terms o f a Go•e rnmen t o r d e r of 197 1 
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issued a circular on 21st March 1983 
directing al I occupiers of sugar 
factories to procure supply of 
sugarcane grown even in factory's own 
farms through the agency of Ganna 
Samities concerned and pay purchase tax 
and the commission payable on such 
sugarcane to the latter 

Contrary to the orders of the Cane 
Commissioner, a sugar factory in 
Bareilly district directly utilised 
66,711.41 quintals and 78,344.99 
quint~ls of sugarcane grown in 
factory's own farms as seen from R.G.4 
<Cane Account> Register for production 
of sugar during 1966-87 and 1987-88 
seasons, on which sugarcane purchase 
tax amounting to Rs 1.81 lakhs was 
payable, but was not paid. 

to 
and 

the 
to 

The matter was reported 
department in June 1989 
Government in July 1989; their replies 

in spite of 
1990. 

have not been received 
reminders issued in April 



CHAPTER-6 

FOREST RECEIPTS 

6.1 Results of Audit 

Test c heck of the divisiona l 
r e c ords, conductedduring 1988-89, 
revealed irregularitias i nvo l v i ng 
rev e nue of Rs 3 128 . 82 lak hs in 263 
c ases, whi c h broadly f a ll unde r the 
following categories: 

1. Incorrect 
fixation of 
royalty 

2. lrregularitie& 
in collection and 
disposal of Tsndu 
leaves 

3. A 11 otaent of 
Forest produce at 
concessional rate 

4. Non-levy/Short 
I evy of pe nalty 

5. Irregularities 
in extract i on of 

Nu•ber 
of 
cases 

29 

5 

25 

35 

22 

l ··; r;-c \ 
" - \ .. I 

A•oun t 
(I n l akhs 

of rupe es ) 

17 3 6 . 52 

2 2 7 . 36 

215. 13 

149 . 60 

66.12 



~· .. 

j 

(287) 

res in 

6. Non-realisat ion 15 27.36 
of lease rent 

7. Loss of 29 18.24 
revenue due 
to non-levy of 
Staap duty 

8 . Loss of revenue 19 6 . 71 
due to non-
registration of 
saw •ills 

9. Other Irregu- 84 657.74 
larities 

Total 263 3128 .82 

A few of the important cases 
noticed during 1988-89 and earl ier 
years are mentioned in the succeeding 
paragraphs . 

8.2 . 
royalty 

Incorrect fixation of rate of 

< i l The roya 1 ty on the major 
forest produce of the year 1981-82 was, 
original l y , fixed by the 'bepartment on 
the basis of ave rage royalty of the 
preceding three years. This was 
subsequen tly increased in April 1984 by 
Government by 41.08 ~ cent in respect 
of all the species. 
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According to the Government order 
of September 1983, the royalty of the 
year 1982-83 and subsequent years was 
to be fixed on the basis of fol lowing 
formula:-

Add to royalty of previous year-

< i) Percentage of increase in the 
price of timber sold by Uttar Pradesh 
Van Nigam in the previous year over 
that of its preceding year, and 

(ii> Extraordinary increa?e, if 
any, in the cur rent year, i.e., the year 
for which royalty is to b~ fixed. 

Further, the Royalty Fi ic ation 
committee recommended <August 1984 ) 
that the rates of roya 1 ty of the 
species of Sal, Sain, Sheesham, Khair, 
etc., allotted to the Uttar Pradesh Van 
Nigam from t he Shi val ik circl e during 
1982-83 be fixed by allowing 20 per 
cent increase and for Chir 3 per cent 
increase on th e rates of 1981-82. The 
recommendation was accepted by the 
chief Conservator of Forests 
<Management) in September 1984. 

In the cour s e of audit <April 
1988) of t he Shivalik Forest division 
and Ra j aji National Park, Dehradun, it 
was no t iced that rates of royalty on 
the fores t proc' uce al lotted to the 
Nigam during 1982- 83 were fixed by the 
Depar t ment by al I ow i ng increase on the 
original rates instead of o n the 

\., 
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revised rates of 1961-62 (incorporating 
increase of 41.06 IDU.. Qj!fil prescribed 
by Government in April 1964 >. The 
mistake resulted in loss of revenue o f 
Rs 2 . 59 lakhs in the Shivalik DiviGion 
and Rs 14. 64 l akhs in the Rajaj i 
National Park Division during 1982-63. 

Owing to fixation of incorrect 
rates of royal ty for 1982-83, there was 
cumulative effect on the royalty of the 
subsequent years result ing in further 
loss of revenue of Rs 153.83 lakhr; in 
the Shivalik Div i sion during 1983-84 to 
1987-68 and Rs 66.64 lakhs in the 
Rajaji Natio~al Park Division d uring 
1983-84 to 19~5-86 . 

On this being pointed out in audi t 
<April 1968>, the Chief Conse rva.tor of 
Forests <Planning> intimated <April 
19891 that add it ional demands for Rs 
154.99 lakhs <upto 1985-86) had been 
raised agains t the Nigam between 
December 1988 and January 1969. 

The ma tte r was reported to 
Government in July 1968; their reply 
has not been race i ved i nspi te of 
reminder i ssued in January 1990. 

(i~l According to the Government 
orders of September 1978, in case a 
forest lot is al lo tted to the Uttar 
Pradesh Forest Corporation and work in 
the lo t is not started in the 
allottment year, royalty will be 

BA.G.-t.q 
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c harged at rates applicable to the year 
i n which the work is actually done . 

Ment i on was made in paragraph 
8. 3 ( b) of the Audit Report on Revenue 
Receipts fo r t he year 1987-88 about 
sh o r t r ealisation of royalty amounting 
to Rs 14.25 lakhs on Chir lots from the 
Ut t a r P r adesh F o r est Corporation due to 
rais i ng of demand at the rates 
applicable to the year in which the 
lo t s were al I otted ins t ead of at the 
r a tes applicable to the year in which 
lots were actuall y worked. 

I t was further not i ced that in the 
Ch a krata Forest Division, one Deodar 
l ot ( Vo lume: 420 .367 cubic metres l 
a nd one Ch ir lo t <Volume 332.163 
c ub i c me t res were a l 1 otted to the 
Cor poration in J a nuary 1984 and Octo ber 
1984 for e xploitat i on in t he year 1983 -
84 and 1984 -85 respectiv e ly . The rate 
o f r oyalty o f Deod a r fo r 1983-84 was Rs 
364 pe r c ub i.._c metres a n d tha t of Chir 
fo r 1984-85 was Rs 3 2 6 p er cubic 
me tr e. Both t h e 1 ots were worked by 
t he Corporation in the year 1 986-87 .. 
whe n the r ate of royalty for Deodar and 
Chi r was Rs 737 and 47 7 p e r cubic metre 
r e spect ively. The Div i s i on , howeve r , ' 
demand e d roy a 1 ty o f Rs 2. 6 1 I akhs on 
t h e s aid lots at t h e rates a pplica ble 
to t he year of a llotmen t i nstead o f Rs 
4.68 la khs c alculat ed a t the ra t e s for 
th e y ear i n which the I ots wer e 
actually worked as r equired u nd er 
Government o rders o f S e ptembe r 1978, 
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resulting in s h o rt-reali sa tion of Rs 
2 .07 lakhs. 

On this being pointed out in audit 
IApril 1986>, the Di visional Forest 
Officer r a i s ed (September 1966 > 
additional demand for Rs 2.07 l akhs. 

\ 
Th e matter was r epor t ed t o 

Go v ernmen t i n June 1968 . 

8.3. 
rules 

Los& due t o non- observance of 

Accordi n g to the Uttar Prad esh 
Tendu P a t ta I Vyapar Viniyaman> 
Niyamaval i, 1 97 2 , a perso n on 
appoint ment as an agent sha l 1 execute 
an a greement wi thin 15 days of t he 
receipt o f the orde r of a ppointmen t, 
fai ling which the appointment shall be 
l iable to ba cancel led. Further , if 
t he agent defaults i n complying with 
th e provisions of the . agreement , t he 
Go v e rnment may termi na te the agreement 
and recove r t h e dues a s ar r e ar s of land 
revenue . 

For c o l l ec ti on of Tend u p a t t a o f 
1987 cro p of f i v e f o rest divisions 
<Lalitpur, East and West Mi rzapur, Obra 
and Renukoot>, Tarai Anusuch i t Jan Jati 
Vi kas Nigam was appointed as an agen t 
v ide Government order s o f F e bruary 
1987. Accord in g to the ord er s , r oy a I t y 
of Rs 468. 36 I a khs was pay~ b I a by t h e 
agent in three equal i ns t a lments on 1st 
December 1967, 1st March 1988 and 1st 
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u n e 1988 respec ti vel y . The Nigam , 
howeve r, pa i d o nly Rs 234. 08 lakhs as 
roya l t y a nd Rs 2 4 .86 lakhs as sales tax 
by June 1988; but the export of the 
entire ma t erial was allowed under 
orders <A pril 1988) of the Government. ~ 

Aud it sc r utiny (Jul y 1988 to January 
1989 ) disc losed that i n contravention 
of t he ru 1 es , t he Ni gam did not execute 
any a gr e e me nt a nd consequent 1 y, no 
acti o n could be i nitia t ed to recover 
t he ba 1 a nce r oya 1 ty of Rs 234. 28 l akhs 
a n d sa 1 es tax of Rs 2 6. 64 1 akhs due 
thereon as ar rears o f land revenu~ . 

Besides, s tamp du t y of Rs 44. 49 1 akhs 
cou l d also not be rea lised d u e to non­
exec u tion of agreement. 

The matter was reported to the 
Depar t ment and t o Gover n ment between 
Augus t 1988 and April 1989; t heir 
~ eplies have no t bee n rec e ived in sp ite 
of rem inders i s s ued in January 1990 . 

8.4 . Lo66 of revenue due to 
incorrec t estimation o f outturn 

< i ) As per Depar tmental orders 
<November 1956 and Octo b er 19691 , Khair 
trees war·e t o be c l assi r ied into two 
catBgnr1es viz.. 'Fi t ' and 'Unfi t ' o nl y . 
An unfi t khair tr e e wa s to be taken as 
ha! f o f the f i t t rfle for purposes of 
calculat i ng cut t u r n and charging 
royalty . 

I t wa s noticed du r i ng audit of t wo 
forest divisions in Lakhimpur Kh e ri and 

• 
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Na in it a l dis t ri cts d u r ing Dec~mber 
198e - March 1989 th ~t the outtu r n of t he 
khair trees wa s work e d out on the basis 
o f t wo-thi r d and o ne-thi r d r e s pectively 
i nstead o f one and on-:; h a lf of th e 
pre scr ibed ou t t u r n for 'Fit'and ' Unfi t ' 
tr e es resf:ecti v e ly , re su l ting in los s 
of r e venue of Rs 15. 2 1 I akhs as i; hown 
below:-

Division, 
year and 
no. of lots 

111 

I 11 North 
Kher i Forest 
Divis ion 
l.akhi1pur 
Kher i, 1985-86 

t 1 lot 

121 Terai Eas t 
Forest 
Divis ion,Haldvan i 
1965-66, 23 lots 

1966-67 , 19 I ots 

Grand Tob i 

Out turn 
on 

vhich 
Royal ty 

levied by 
De)artlent 

Out turn 
as per 

prescri­
bed 

nor1s 

13 1 

!i n cubic 1etres l 

53.959 

569. 977 956.635 

392. 686 6« .289 

1,018.822 1,713.218 

Outt1.1rn Rate of Lem; 
short Roya I ty of 

vorked I p r cual ReYl!nue 
out by IRupns 

Depart- in 
1ent lakhs l 

46.335 

396.ose 

251.403 

696 . ~!)6 

151 

I Rs I 
1,696 

2,203 

2, 231 

(61 

0. 1G 

8.At 

5.61 

l!i.21 
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The matt er was r epor t ed to the 
(!epar t men t a nd Go ve r nmen t in March 
1969; th e i r T ep l ies >iav e no t been 
received <F eb rv~ry 1 ... ' 9 0 ) i n s pite of 
r eminders is sued i n Janu a ry 1 990 . 

( i i ) Est iru c.. t Gs o f y i e I d of fores t 
produce are prepared o n the basis of 
outturn factors p r· e s c r ibed ( June 197 81 
b y t h e Ad d i ti ·:mal Ch i e f Co n ser v a tor of 
F o res ts (M a n age me n t). Ro y a I ty 
r ealisab le trcm t h e: U t t a r P radesh 
F o rest Corpora ti o n fo r e x t .r 3 1.; t i ,., n o f 
ti mber i s f ix E>d on ~. h e basi s o f !:_hos e 
es t ima t e s. 

I t wa s n o t i c "' d l De c e 1n b e r 1 9 8 8 > i n 
audit o f th e North Kher i F ores t 
Division , Lal< h i mp u r Kh e r i t h a t 13 k:h a ir 
lots 14 of 1 986 - 5 7 and 9 o f 1 9 8 7 -88 > 
wer e a ll ot ted to t h e Ut l a r Pr ad es h 
Fores t Co r p o r a. lien. T h €t d i vis i on 
es t imated tho o u t.u 1 n i n ' hes e l o t s at 
41 C' .462 c u t •1C m el r ~o:; a n d realised 
roy a l t y o f Rs 7 . 7 0 11:1¥., s:, wn e reas on 
t he basi s o f the pr es 1..~ 11bed ou t t urn 

1
• 

f a c t o rs , the out lurn wo rk ed ou t to 
1, 135. 152 c ubi c m" t r e 5, t or which 
royalt y of Rs 2 i. 14 l akhs wa s 
real i s abl e . I Gc or rect est i mat i on of 
ou t ur n res ul ted in l o ss o f x- ev e n ue o f 
Rs 13 . 44 I a khs . 

The matte r w ~ s repo rted to the 
d epa rtmen t and t o G o ve r n men t i n March 
198 9; thair r i:i 10 1 es h av e- n o t b e en 
r ecei v e d in sp it e of rem i n d er s issuEirl 
in J an u a ry 1 ~1 80 . 

• 
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6. 5. Loss of revenue due to non-
execution of contract deeds 

For sa l e/al lotmant of forest 
produce, a contract / agreement is 
required to be executed as per para 
149A-5!il of Uttar Pradesh Forest 
Manual. As clarified !30th April 1986> 
by Deputy Commissioner, Barei l l y 
Region, Bareilly, with effect from 20th 
January 1982, stamp duty became 
leviable on instruments of contracts / 
agreements deeds executed for 
col I action of mi nor produce, barks etc . 
for value e ~ ceeding Rs 5,000 as per 
Government notification dated 14th 
Janua ry 1 982 issued under the Indian 
Stamp Act, 1899. 

In five forest divisions 
<Chakrata., Garhwal, Purol a, Pitho ragarh 
and Tehril, resin, a minor forest 
produce, was sold by allotment to 
i ndustrial units and cooperative 
societies between 1984-85 and 1987-88 
at the pr ice fixed from time ~o time . 

In the course of audit of the said 
divisions, during April to June 1988, 
it was noticed t hat the co n tract deed s 
were not execut e d with the a 1 1 ot tees, 
although the value of resin supplied in 
each case e xceeded Rs 5, 000, and 
consequent ly stamp duty was not 
realis ed. The amount of stamp duty 
rea lisab le from the units HOrked out to 
Rs 14.43 l a kh s . 
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On t his being poin l ed out in aud i t 
in J une 1 988, stamp duty of Rs 5 . 6 5 
1 akhi:; wa s r ea Ii sed from the co ncer ned 
uni t s in Pi tho raga rh For e st Di v isi o n 
be tw e e n S e p t em b e r 1988 a nd Mar c h 1 969 ""· 
by way o f F . D. Rs /Bank Pass Boo ks, b u t 
the a moun t wa s no t c redited t o 
Gove rnment <April 19891. Reply in 
r e spect of oth e r division s ha v e not 
bee n r e c e i ved <January 19901. 

The matter was repor t ed to 
Governme n t b etween J une and Aug u st 
198 8; their replies have not been 
r ec e i v ed inspi t e of r emind er 
Ja n uary 1 9 90. 

i ssued in 

8. 6. Loss of revenue due to non-
d i sposal of drift wood lots 

As per orders !A pril 1985> of the 
Principa l Ch i e f C o ns e r v a tor of Forest s, 
t h e sale li s t" of d rif t wood <B AHT!l 
lot s was requir ed t o b e made av a il able 
to t h e Uttar P r a desh Fo rest Co r p oration 
by . ~ 1 st Dec ember e ach y ear . 

Du r ing aud it o f the Nor t h Kheri 
Fo r es t Divisi o n , La khi mpur Kh e ri in 
Decembe r 1 985 , it was no ti c ed that in 
c o n t r a v e ntion of th e o rders of the 
Pr inci pal Chief Co nserva t or of Forei:;ts, 
sa l e list for 1985-86 o f ni ne drift 

••Sale list s h o ws l oca ti on o f lot s to 
be s o ld / al l o tt ed a nd s p eci a s wise 
deta il s vi z . n umbers,gi r th a n d cl ass of 
tree s in ea c h lo t. 

• 
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wood I ots of the Division was prepared 
in March 1966 a nd sent to t he 
Corpo r ation for exploi ta tion in Ap r il 
1386. The est i mat ed va lue of t he 
ma teri al in the lots wa s Rs 1.46 lakhs . 
The Corpo ration refused <April 1986) to 
work out the lots as the sale list was 
not made available to it b y the 
pr escribed date. The alternative 
proposal of the D i vision to dispose of 
the material either by auction or by 
de pa r tmen ta I working was not accepted 
by the Conservator of Forests, Central 
Circle, Lakhimpur Kheri (April 1986) . 
Meanwhile , the entire material was 
washed away in the rains of 1986, 
resu'.ti ng in a loss of re venue of Rs 
1.46 lakhs. 

The ma tter was reported to t he 
department and Go vern ment in !'lar c h 
1989; their repl ies have not IJeen 
received in spite of r eminders issued 
in February 1990. 

8.7. 
rent 

Short r ealisation of 

As per Standi ng Orders o f 
1d76 of the Add it i onal 

lease 

Oc tobe r 
Chi ef 

Co nserv ato r of Forests, K u maon, 
Naini ta l, which were made applicable to 
Uttar Prade s h Van Nigam also from 7th 
September 1978, I ease rent at the rate 
of Rs 1, 000 per hectare per year was 
reali sa bl e f o r the forest land used by 
c o ntractors f o r keeping their material. 
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In the Tarai East Forest Division, 
Ha 1 dwan i, I ease rent wa s recovered f rem 
the Nigam at Rs 500 instead of Rs 1,000 
per hectare per year for 24. 1765 
hec tares of Forest 1 and occupied by it 
for its sale depots from 1st November 
1982 to 31st October 1988. Thi& 
resulted in she.rt realisation of lease 
rent amounting to Rs 0.73 lakh. 

On this being pointed out in audit 
(between January and March 1989 >, the 
department intimated <September 1989) 
that rate of Rs 500 per hectare per 
year was decided in a meeting of Forest 
Officers held on 4th December 1984. 
Revised orders were not made ava i 1ab1 e 
to audit. Moreover, the decisi on at 
local level tantamounted to violation 
of standing orders issued by t he 
Additional Chief Conservator of Forest, 
Kumaon, Nain ital. 

The case was reported 
Government <between January and 
1989>; their reply has not 
received <April 1990 >. 

to 
May 

been 



( 

CHAPTER 9 

OTKER DEPARTMENTAL RECEIPTS 

A- IRRIGATION DEPARTMENT 

9 .1.Results of Audit 

T es t c h ec k of t h e accc unts and 
record s of 30 · divi sion s of lr rigat io.i 
Department, co n duc te d in audit d u ring 
1958 - 89, bro1Jg h t o u t i rre gula r it ies 
lperi.c-ining t o lev y and co ll i?cti on of 
revenue l in v olv ing reven ue of Rs 11 2 . 52 
lakhs i n 95 c ase s , whi c h broadly f a ! I 
under th e f ol I owing c ate g ories : 

Number 
of 
cases 

1 . Unauthorised 
u sP o f canal 
wc:i ter 

2. . ( a>Non - reco ­
ve r y of rent 
from transfer red 
employees 

( b)Non- r e vision 
o f ren t of 
Government resi ­
dential buildings 

3 No n - real is­
a t ion of sta mp 

5 

5 

3 2 

Amount 
(In lakhs 
of rupees) 

8.73 

1.56 

6.30 

7.48 
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duty 

4. Loss on clo­
s ur e of t ubewells 
due to mechanical 
d ef e c ts 

5. Loss due to 
non - leasing of 
Arazi CPro~uction> 
land s 

6. Non- recovery 
of water tax 

8 

3 

from occupants of 
Government build i ngs 

7. Loss due lo 
non - claim i ng 
o f e l ec t ric ity 
r ebat e 

8. Non- real is­
at ion of tender 

5 

3 

fee at revised rates 

9. Other 
irregularities 

A 
n ot iced 

TOTAL 

few of 
d urin g 

26 

95 

th e i~portan t 

1968-69 a n d 

5.60 

5 .57 

3. 16 

2. 50 

0. 18 

69.44 

112. 5 2 

cases 
earlier 

y i;iar s a r e me:-1tioned in t h e succeedi ng 
p ;>r-ig;;:.µh ;J . 

\. 
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9.2. Delay in repair of tubowel Is 
leading to lo&& of revenue 

As per standing order of the 
Director of Tubewells, Irrigation 
Department, U.P., issued in the year 
1965, the maximum closure period 
permitted for repairs / rectification of 
mechanical defects in State .;ubewells 
varies from 48 hours to 7 days. Orders 
also envisage obligatory imposition of 
pena lties like ter mination of service, 
reversion etc. on staff !a.t different 
levels) in c ase tubewells remaining 
clos ed beyond the maximum period 
al lowed for repairs. 

In the course of audit <1987-88 
and 1988-89 J of five Tubewe I I 
Divisions, it was noticed that during 
the rabi seasons 1394 fas Ii to 1395 
fas Ii ( 1986-87 to 1987-88 > and kharif 
season 1395 fasli (1987-88), 259 State 
tubewel ls remained closed beyond che 
permitted period of closure for 
repairs, periods of closure varying 

• from 6 days t o 130 days due to 
mechanical defects. These delays in 
rectification o f defects in tubewells 

~ occurred during the peak season of 
demand for water for irrigation in 
spite of the faet that every Tubewall 
Division is required to maintain a 
workshop for proper maintenance of 
tubewel Is. As a result of delay in 
repairs, cultivators were deprived of 
irrigation facilities during the period 
of peak requirement and Gove r nment also 
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lost revenue of Rs 3.06 lakhs lat the 
rate of Rs 1. 20 per 5, 000 a nd 10, 000 
gal Ions respectively for rab!_ and 
kharif fasa lsl, calculated for the 
per iods during which power supply was 
available. No action was taken agai n st 
the persons responsible for making 
repairs wi t hin the prescribed time . 

The · matter was reported to th e 
department between September 1987 and 
Sep tember 1988 and to Government in 
February 1989; their rep! ies have not 
been re c eived in spite of reminde r 
issued in April 1990. 

9 .3. Non-observance of 
respect of lease agreements 
mills on canals 

rules in 
for water-

Under the provis ions of t he Manual 
of Orders of the Irrigation Department, 
in th e case of water mills on cana ls, 
which are auctioned for a fixed period 
of one year, the rent shal 1 gene r a lly 
be r ecovered f ram the contractors 
fortnightly and this shal I be 
s tipulated in the agreemen t itself . 
The Mil ls shoul d be auctioned about 
three mo n t hs before the exi sting leas e 
is due to expire. P a ragraph 3 26 of th e 
Ma nual al so · provides that agr e eme n ts 
for lease of mills on all canal9 should 
be stamped with the same duty as on 
bond for the whole amount payable or 
de! ivered under the lease where 1 ease 
rent is fixed a nd no premium is paid. 

1 

~ 

• 

"' 
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In the , Irrigation Division, 
Haldwani, it was noticed (May 19881 
that in a number of cases of mi I I 
con t racts (for a period of one year 
each I entered into between 1967-68 and 
1986-87, the contractors fa iled to 
deposit the full amount of re n t by the 
dates fixed in th e agreemen ts. J hey 
were however, a l I o we d to run the mi 11 s 

I 

on the canals for ful I period of the 
lease. As a result, mill rent 
amountin~ to Rs 2.37 Ja khs was not 
realised. It was also seen that in 
case of 50 agreements <executed by the 
department with the contractors between 
April 1980 and March 19881 invo lv in g 
r ent of Rs 3. 51 lakhs, stamp duty 
levied was Rs 297 only as against the 
leviable amount of Rs 15,627 , resultin g 
in a loss of revenue of Rs 15,330, 
b es ides non-recovery of mi 11 rent of Rs 
2.37 l ak hs. 

The matter was reported to the 
department in July 1988 and to 
Government in F e brua r y 1989; their 
rep! ies hav e no t been received in spite 
of ·eminder issued in April 1990 . 

9.4. Non-reali sati on of water tax 
from occupants of Government 
residential buildings 

Under the Uttar Pr ade sh 
Fundamental Rules, Municipal and Ot h e r 
taxes payab le by t he occupants in 

/ respect of Government residen tia l 
buildin g ar e pai d to t h e loca l body by 
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the concerned Government department in 
t he first instance, and recovered 
s ubsequent I y from the Government 
employees o c cupying the building s , 
alongwith the monthly licence fee i.e. 
rent. 

In Jaunpur and Faizabad Irrigation 
Divisions, i t was noticed (October and 
Novembe r 1988 > tha t wa ter tax (Rs 1. 56 
lakhsl, in respec t of residen t i a l 
buildings belonging to Irrigat i o n 
Departmen t occupied by t he staf f , for 
t he period f rom 1 9 81 - 8 2 to 1987-88 paid 
by Government t o t he Municipal Board 
was not recovered fr om the empl oy ees 
and credited t o r e venue under the head 
•Rent of Buildin g s Wa t er Tax• . 

The matter 
department in 
December 1988 
J anuary 19 89; 
been r e c e ived 
issued in Apri I 

was reported t o 
No vefTiber 1988 

and t o Governmen t 
ha ve 

the 
and 
in 

not t h eir r e p! ies 
in s pite o f 
1 990 . 

r emi nders 

9.5 . Hon- recovery of tender fee at 
revised rates 

With effec t fr o m 31st August 1982, 
Government re v ised t he rate of tender 
fee for t e nders. In respec t of 
tenders, cos t of whi c h wa s u p to Rs 
1, 0 0, 000, r e v is e d rates were h·igher 
th a n the e xi s ting rates . Even th o ugh 
Gov ernmen t fo rwa r d e d t he abov e o rders 
to al 1 d e p art me n ts fo r im med i<'t e 
n e c es s ary act i o n , t h e ir rigat i on 

1 
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Department failed to circu lat e the 
orders to the various offices under its 
administrative control. 

Dur ing the audit of ten Irrigation 
Divisions between 1986-87 a nd 1988 - 89, 
it was no ticed that the tender fee in 
respect of tenders with cost upto Rs 
one lak h was being realised at the pre­
rev ised r ates. Non - enf orc emen t of the 
revised rates of tender fee resulted in 
loss of revenue amounting t.o Rs 5 1.1 00 
during t he period S eptember 1982 to Ma y 
1 988. 

The matter was repor ted to the 
department be t ween J u ne 1986 and 
December 1988 a nd to Government in 
F ebrua ry 1989; their replies have not 
b een re c ei ved i n spite of rem i nder s 
issued in Apri I 1990. 

B- PUBLIC WORKS DEPARTnENT 

9.6.Results of Audit 

Test c h ec k of the account s and 
relevant records of 38 divis i ons of the 
Pub ! i c Wor ks Depart ment, con ducted in 
a ud i t d u r i n g the y ear 1 9 8 8 - 8 9 , r e v ea l e d 
irregularities involving Rs 92.48 lakhs 
i n 9 9 ca s es , w h i c h b r o ad l y f a I I 'Jn d e r 
the f ol I o w ing categories : 
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1.Non- realisation of 
Stamp duty on 
a greements 

2 . Hun - realisation 
of rent of 
buildings 

3. Hon- realisation 
of depa r tmental 
charges 

4. Loss of revenue 
in auction of mexphalt 
d r ums 

5. Non-recovery of 
compensation for delay 
i n payment of 
Government dues 

6. Sa l es of tender 
f or ms at pre-revised 
rate s 

7 . Non- r e a lisation of 
water tax from occupants 
of Government buildings 

8. Other irregularities 

Total 

Nu•ber 
of 

cases 

44 

20 

2 

7 

2 

8 

2 

14 

99 

A•ount 
(in 

lakhs of 
rupees) 

36.81 

30.32 

6 .29 

5.03 

2.56 

1. 04 1 

• 0 . 61 

9.53 

92.46 
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A f ew of the imp or t ant -cases 
noti ced during 1988 - 89 and earlier 
years are menti oned in the succeeding 
parag raphs. 

9. 7. Stae1p duty not correctly paid 
on lease agree•ents 

Under the I ndian Stamps Act, 1899 
(as amended in its application to Utta r 
P r adesh> and instructions is sued in 
October 1953, Stamp duty on leases for 
ferry se l' vices and toll collect ions i i;; 
t o be levied , tr eating t he tota l amount 
<part paid i n advanc e and rest agreed 
to be paid i n ins~al ments ) as premium 
for wh ich the I ease h as been granted 
since th ~re i s n o rent r ese rved. • 

I n the c our s e of a u di t of ten 
Public Works Divisions at Fa tehgar h 
<two di visions> , E tah, Pra tapg arh, 
Morcdabad, Roberts gan j <Mirza pur l , 
Pi I ibh i t, Gonda , Jau npur a nd Jharisi, it 
was noticed tha t in r espect of 18 l ease 
ag r e ements for tol l coll ec ti on:; on one 
fer ry and 19 road br idges, ex et ...1ted by 
the Executi v e E n g ineer s w i th t h e 
I es sees be t wee n Dec em be r 1981 a nd 
Aug ust 1 988, stamp duty wa s paid by the 
lessees treat ing the pres cribed 
instal ments ~s f ix9d r ent (and n ot 

•Shri Gajay Pal Singh Vs. 
T he State o f Uttar Prade s h 

<A. I . R. 1977 Allahabad 79 Ful I 
B e nc h> 
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unde r arti~le 35< al of the 
'"' • i birj, whi .. : h was n ot c orrect. This 
~su ited in shor t payment of S tamp 

.• 1 : ' • lo r h '3 e >< ten t o f R s 18. 8 9 1 a k h s in 
rt ,, ::. a id cases. 

Th e c ases of s hort p ay men t of 
c.: tamr dut / were report ed to t he 
·ii:-~·· • rt ment between May 1988 and January 
1 · , ~, and to Government in February 
! • 13 l 1 : t he i r r e p 1 i es ha v a no t b ee n 
1t"c e1ve.j in s pite of r eminde r s is sued 
tn A1·11 I 1990 . 

H. 8 . 
c harges 

Non - rec overy of depar ~mental 

) nder the pr ov isions of the 
F ina r: i al Hand Book, Vo lum e VI, in 
r .:> s f-· ,,. < t o f d e p o s i t w o r k s u n d e r t a I( q n by 
t 11'? d1o1p<H tment on beha lf of non­
·: :i, er nml?nt b odi es, d epar tmenta I c ha rges 
at. th e rate oi 15 per cent of t he 
a•.; t•.tcd eY.pend iture i ncurred o n th e 
wor k s a r e t. o be recr:>v ered and c redited 
to Go v e rnment a ccount. 

In th e c ou r s e of audit of tw o 
P ,IJ. Div isi o n s a t Allahabad <Aug11st 
19otl, and Su l tan pu r <November 1988 1, 
it 1.1 as noticed t h at on deposit work s 
'constructio n of roads a nd sc hoo lsl of 
Z ila Paris had s and Municipal Board s 
undertake n d u r ing 195 1 - 82 CAI laha badl 
and 19 84 - 85 to 1986 - 8 7 <Sult a n p u r>, 
leµa rtm e nta l c h ar g es am o u nt ing to Rs 
7 . 30 lakhs <at the prescribed ratel h ad 
n ot been levied and r ecovered. 

) 

• 
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On this t::eing poin te d o u t in audit 
<August 1986 and NovemLer 1988>, in 
respect of the Al lahaba o Divisi on <Rs 
4. 83 I a i< hs, the depar tmen t st a ted 
<August 1987 > that steps woul d be taken 
to rea I i s e the amoun t f rom the Nagar 
mahapal ika, Al I ahabad . Repor t on a c t ion 
taken has not been r ece iv ad. I N ovemb er 
1989) 

The cases wer e report .d t o 
Government i n January 1 859 ; the i r r epl v 
has not been received <A p r il 1990 1 . 

9. 9 Non recovery o f rant fr o• 
occupants of Govern•en t houses . 

As per Gov e rnment no ti ficat i on 
issued in September 197 6, a llo tme n t o f 
Government hous es of the poo led housin g 
scheme to non-enti tled persons cou l d b e 
made o nly with the pr io r a pp r oval of 
the State Government . In suc h c ases , 
rent at the market ra te or double the 
standard rent, which ev e r i s 
higher, is chargeable. 

In Rae Bare Ii Dehr adun , 
Gorakhpur, Fatehgarh, Etawah and Unnao , 
47 persons not entitled for allotmen t 
of Government houses such as e mp l oyees 
of Nigams, undertakings , C s- n t r al 
Governmen t Schools , j ud g es, etc, had 
been al lotted poo l ed Gov er~men t 

residenc es on paymen t of rent a t l U per 
cent of pay or standard rent ~nly, 

instead of rent recov erable at the 
market rate or dou bl e the standard 
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rent, whicheve r was higher . The 
consequent shor t rea lisa tion of rent 
amounted to Rs 5 . 22 f akhs; 1:;•".lmputed on 
the basi G of the said noti ficati on, 
during the period f ~· om Sept.amber 197 6 
to November 196 8 . 

On this being po inted out in audit 
( between Apri l 1987 and Dece lilber 1988), 
the D i v i s i on a \ 0 f f i c e r s t a t ed th a t t he 
a ll o tmen t s had been ef fected by the 
District 1"1a ~ist rate and that r e cove ry 
or rents at h ighar ra t e ~,; wa s not 
c o n t emplated i n t he allotment o r ders 
issued by him. 

Gover nrnenl, t o wh o m t.he ma tter was 
r epo rted i n Janua ry 198 9, d i r ected 
<March 1989> the Ch ief En gineer to 
expedite common ts, wh:i.c h have not b e en 
r ece ived in spi te o f reminder i ssuad i n 
'4. p r i I 1 9 90 . 

9.10. Hon r eco v e ry 
tra nsferred e•ployoes 

of rent fro• 

Under the rul e s re gu la ting 
a llotment of Go ve rnment ~ c: commodation, 

officials wh o hav e b ee n allot t ed 
Go v er nment a ccommoda ticn are r e q u ired 
to v a cate th em on their tr a ns f e r to 
othe r stati ons , b e fo r e th e expir y o t 
t he i r jo i ni ng t ime , I f permi t ted to 
s t ay t herea fter, ren -.. is reco verab l e a t 
the no r ma l ra te ( standard r ent o r 10 
per ce nt. of p ay whi-:;ho v e r i s I ass l f o r 
t. h e f i r s t mo n t r1 , s t and a rd r e n t f or the 
n ex t t wo mc:>nths , ci oub!e t h e s tanda rd 

) 
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rent for the foll owing two months and 
triple the standard rent thereafter. In 
case of unauthor i sad occupants < i . e. 
staying without permission) rules 
pr o vide for taking action in accordance 
with the I aw on the subject. In s u ch 
cases department has been demanding 
rent at market rate as applicable to 
private persons through c ivil suit. 

At Rampur, Bijnore~ Muzaffarnagar, 
Fatehgarh, Unnao and Bas ti, 3 8 
employees , who had been transferred to 
other stations between July 1981 and 
May 1986 , continued to retain 
Government accommodations allotted to 
them for periods ranging from 13 t o 91 
months beyond the dates of their 
transfer without payment of higher 
rent, as contemplated in the rul~s. 

Differential rent due but not pa id in 
these cases amounted to Rs 3 . 41 lakhs. 
No action was taken by the ,:}.epar tmen t 
to recover this amount from the 
employees con c erned. 

The c ases were reported t o the 
department b etween Ju I y 1987 and March 
1989 and to Government in January 1 989 ; 
their replies hav e n ot been received in 
spite of reminders issued in November 
1989. 

9. 11. Non - recovery of compensation for 
delay in payaent of Govern•ent dues 

As 
,T anua ry 

per 
1980 

Government 
every toll 

orders of 
co l lection 
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barrier under the c ontrol of t he 
departmen t is required to be auctioned 
and lease deed entered into with the 
contractor concerned. According to 
c ondi ti on No . 11111 of the lease deed, 
if a contractor fai Is to deposit 
monthly instalments of the annual rent 
< as agreed to in lease deed> on due 
dates mentioned in the 1 ease deed or 
within t he grace period of seven days, 
he is 1 iabl e to pay to the department 
compe nsation ranging from one per cent 
to 10 per cent of the amount of annual 
rent fo r such default , as may be 
decided by the Executive Engineer . 

In f our public Works Divisions at 
Fa t ehpur, Muzaffarnagar, Ranikhet and 
Etawah, it was noticed < between July 
1987 a nd July 1988) that the 
cont ractors deposited the ins t alments 
of annual rent, relating to various 
periods between 1984 - 85 and 1987 - 88, 
I ate by 3 to 36 days beyond the grace 
period of seven days bu t no ac t ion was 
take n to recover compensation for the 
delay in payment of Governmen t dues . 
This resulted in loss t o Government at 
least to the ex t ent of Rs 2.57 lakhs 
<calculated at the minimum r ate of one 
percent of amount of annual r ent>. 

The matter was reported to the 
department in August 1987 March 1988 
and July 1988 and t o Government in 
March 1989; their rep! ies have not been 
received in spite of reminders issued 
ir. April 1990. 

'\. 
' · 

l 
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9.12. "i&-uti I i&ation of depart•ental 
receipt& 

As per the provision of the 
Financial Hand Book, Volume VI, cash 
rs~lised by departmental officers 
should be remitted, as soon as 
possible, into the nearest treasury. If 
a divisional or sub-divisional officer 
wants to make use of cash receipts 
temporarily for meeting current 
ex penditure, he may do so but, before 
the end of the month, he must send to 
the t reasury for credit to Government 
a ccount a cheque for the amount bO 

ut i I is ed. 

Mention was made in paragraph 10.4 
of the Report on revenue receipts for 
the year 1986 -87 about mis- u ti 1 isation 
of receipts of Rs 70,585 by the 
Pro v incial Div i sion, Faizabad. 

It was furthe r noticed that in 
Temporary Depar tmenta l c o nstruction 
Unit, Ball i a, a s u m of Rs 30,t~lO, 

realised during 19 88-89 , was not 
c redi tad to Government account but was 
uti 1 ised to meet depar t mental 
ex p end i t u re. No c he que for the amount 
so uti 1 ised was sent to the treasury, 
as required under the Financial Rules. 

On the mistake being pointed out 
in <."" .. udit IMarch 1989 >, th·e amount was 
er edite d into Go ve rnment o n 2 9 th March 
1989 and 31st March 1989, 
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The matter was reported to 
Government in May 1989. 

C.AGRICULTURE DEPART"ENT 

9.13. Results o f Audit 

Test check of the accounts and 
relevant records of the Agriculture 
Department, conducted in a ud it during 
the year 1988-89, revea l ed irregular­
ities involving Rs 19.50 lakhs in 26 
c a s e s, which broadly fall under the 
following categori es 

1. Shortfall in 
p r oduction On 
Gove rnment Agri­
cultural faras 

2. Irregular grant 
of subsidies on 
&a l e of Fert i li ­
sers 

3. Loss due to 
non-utilisation of 
ful l cultivable 
lands 

4. Non-realisation 
of sta•p duty on 

Nuaber 
of 

cases 

9 

4 

1 

2 

A•ount 
<in 

lakhs of 
rupees) 

12.15 

3 .07 

1. 3 3 

0.11 

• 
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a g rea• ents 

5 . Othe r Irregular­
ities 

Total 

10 2.84 

26 19.50 

A few impor t ant cases noticed 
dur ing 1988- 89 and earlier years are 
men t ioned in the succeeding paragraphs. 

9.14 . Shortfall in far• produce 

According to the instruction 
i ssued i n March 1977 by the Director o f 
Ag ri culture, before harvesting the 
c r ops in government farms, an estimate 
of production is required to be 
p r e pared on the basis of actua 1 crop 
c u tting i n selected areas by a 
committee to be constituted by the 
Regional Deputy Director of 
Agriculture. As per norms fixed by the 
Director of Agriculture, variation 
be t ween the estimated and actual farm 
produce should not be more than ten per 
cent and any 1055 in excess thereof is 
recov e rabl e fro~ the F arm Superin t­
endent. 

In the c ourse of audit (between 
June 1 987 and Sep tember 1988) of t he 
Dis t ric t Agr i culture O f f i ce~ a t 
Va ranasi, Fa t e hgarh and Mo rad a.bad, i t 
was not iced that the var i at ion betwe e n 
the es t imated and actual pr oduc e in the 
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State owned farms in respect of wheat 
and paddy for the years 1985 - 86 t o 
1987-88 was in excess of the 
permissible limit of ten per cent, the 
shortfall in revenue amounting to Rs 
13. 80 1 akhs. The reasons or 
justification for no t achieving t he 
norms fixed by Government was al so not 
on record. There was also nothing on 
record to show that any action was 
taken against the Farm Superintendents 
concerned to recover the loss 

The cases were r epo r ted to the 
de par tmen t in Apr i 1 1988 and S eptembe r 
1988 and to Government in Janua r y 1989; 
their replies have not been received in 
spite of reminders issued in April 
1990 . 

9.15. Irregular grant of subsidy on 
sale o f ferti I i ~'ars 

The State Government v ide its 
wireless message dated 3rd February 1 
1986, direc t ed al 1 concerned Distr i ct 
Officers to discon t in u e subsidy on sa le 
of agric ul tural inputs, viz. , seeds , ( 
fertili"' er s , insec t ic ides, pest ic i des 
etc. , t o smal 1 and marginal farmers as 
a flood r eli e f measure, with immediate 
effec t. Mo bi! Is of subsidy o n 
a gric u l tu r a l inputs issued a f ter 3 rd 
Feb r ua ry 1986 were to b e honou re d as 
per th e said o r ders. 

In 
Offices 

si x 
At 

Dist r i c t Agriculture 
Mainpuri . Aligarh , 
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Kanpur(city>, Unnao, Rae Bareli and 
Hardoi, subsidy was, however, al lowed 
on the sale of fertilizers up to 28th 
February 1986 although orders in 4 
off ices were received on 4th February 

" 1986, in Al igarh office on 5th February 
1986 and in Kanpur city on 18th 
February 1986. This resulted in 

• irregular grant of subsidy amounting to 
r Rs 8.25 lakhs. 
) 1 

' 

.( 

J 

On this being pointed out in audit 
<between July 1987 and January 1989) 
the District Officers stated that the 
Government orders were received late. 

The matter was reported to the 
department between September 1987 and 
February 1989 and to Government in 
February 1989; their replies have not 
been received in spite of reminders 
issued in April 1990 . 
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D. CO-OPERATION DEPART"ENT 

9.16 Results of Audit 

Test check of the accounts and 
re 1 evan t records of the off ices of two 
Assistant Registrars, conducted in 
audit during the year 1986-89, revealed 
i rregularities involving Rs 2.39 lakhs 
in 3 cases, which broadly fal I under 
the following categories: 

1. Non-deposit of 
collection charges 
into Governaent 
account 

2. Non-realisation 
of exe cution fee 

Total 

Nuaber Aaoun t 
of I in 

cases lakhs of 
r upeest 

2 2. 22 

1 0.17 

------ ------
3 2 .39 

- - ---- ------

\\_ 

) 

{ I 



( 
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E. FOOD AND CIVIL SUPPLIES DEPART"ENT 

9. 17. Results of Audit 

Test check of the accounts and 
relevant records of 12 District Supply 
Offices, conducted in audit during the 
year 1968- 89, revealed irregularities 
involving Rs 12. 19 lakhs in 30 cases , 
which broadly fall under the follow ing 
categories: 

Nuaber Aaount 
of <in 

cases/ lakhs of 
instances rupees 

1. Non-credi ting 10 7.16 
of lapsed securities 
of coal dealers to 
Govern•ent account 

2. Non- realisation 4 0 . 29 
of the diff e rence 
due to increase in 
issue price of levy 
sugar 

3 . Non-realisation 6 3.57 
of cost o f ration 
cards 

4. Non-realisation 5 0 . 88 
o f li cenc~ fee/renewal 
fee fr o • cloth deal e rs 
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5. Non- realisation 
o f licence fee fro• 
Co- operative societies 
dealing in sugar trade 

6. Other cases 

Total 

2 0. 16 

1 0 . 13 

30 12.19 

Cases of non -forfeiture of 
security deposits noticed during 1966-
89 and ear I ier years, are me ntioned i n 
the succeeding parag raph . 

9.18 . Non - forfieture of secur i ty 
d e pos i ts 

As pe r Go v ernment notification 
dated 28th Dec ember 1977, each 
a ppl ican t for the gran t of a li cenc e 
for the wholesal e and retail vend o f 
coal and o perat ion of brick-kilns 
should before the issue of the licence , 
furnish a security o f Rs 1,000 i n the 
case of coal agent, Rs 200 in the case 
of coal depot holde r and Rs 300 i n t he 
c ase of o wn er of brick - k i l n run with 
coa l respect i vely in t h e form of fixed 
depo s it receipt of a scheduled bank and 
duly pled ged to t h e Distri ctMagistrate 
conce rn ed . The wh ol e or any part o f t h e 
a moun t of th e secur i ty , which is not 
forfeited , should , o n an app l icatio n 
being made rf or t h at purpose be refundad 
to the l i cens ee o n the ter m i na ti: on of 

.t 

) 
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his licence. No application for such 
refund would be entertained after one 
year from the date of termination of 
tha licence and the security in whole 
or part as the case may be, al I 
forfeited to Government. 

In 13 District Supply Offices, it 
was noticed that security deposits in 
respect of 1,790 cases involving an 
amount of Rs 5.93 lakh& in which 
1 icences were termi na tad between Apr i I 
1979 and April 1987, had not been 
forfeited and credited to Government 
al though no application for refund was 
made within one year of the date of 
termination. 

The cases were reported to 
Government between August 1964 and 
January 1989. In June 1969, Government 
stated that on scrutiny the actual 
number of cases was found to be 1215, 
involving Rs 4.12 lakhs (information 
given earlier by District Supply 
Officer, Kanpur in re11peot of his 
office was not correct). Out of this Rs 
2.34 lakhs were stated to have •ince 
bean credited into Government treasury. 
Report on recovery of the balance 
amount has not been received <April 
1990). 

.. 
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F. LABOUR DEPART"ENT 

9.19. Hon-levy 
contract& 

of &t a•p duty on 

1 n term5 of a Government not if ic­
ation issued on the 14th January 1982 
under th e Indian Stamp. Act, 1889, with 
ef fec t from 20th January 1982, stamp 
duty became leviable on instruments in 
the natu r e of a memorandum, ag reeme'n t 
or secur i ty bond furnished to or ma'de 
or entered into by a contractor for the 
e xecut ion of work entrusted to him by, 
or for t he due performance of any 
contract with 1 abour department, among 
others. The Deputy commissioner, 
S tamps, Meerut i n his letter dated 8th 
March 1983 cl arified that contracts 
providing for depos i t of security with 
Government for due per f ormance thereof 
are chargeab 1 e under article 40 (a> or 
40 Cb) of Sc hedu le 1-B of the Act 
according as security depos i t is in 
cash or in .he form of fixed deposit 
r eceipts. Accordi n gly, stamp duty is 
leviab le at the rate of Rs 65 or Rs 
42. 50 <ra ised to Rs 95 or Rs 47.50 
from 17th October 1965) per thousand 
rupees as the case may be. 

The Labour Commissioner executed 
146 a greements for a total value of Rs 
52 . 36 lakhs wi th various contractors 
between 1985-86 and 1987-88, for 
different i tems of work. Security 

.. 
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depo•lt of Rs 5.24 lakh& was deducted 
in cash from the bills of the 
contractors. Stamp duty amounting to Rs 
45,503 was leviable thereon as per 
provisions of the Act mentioned above, 
but the agreements were executed on 
ordinary paper, which resulted in non­
levy of stamp duty. 

The matter was reported to t~e 

department in December 1966 and to 
Government In 11ay 1989; their replies 
have not been received in spite of 
reminder i••ued in April 1990. 
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