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PREFACE 

This Report for the year ended 31 March 2013 has been prepared for 
submiss ion to the Governor under Article 151 (2) of the Constitution ofJndia. 

The audit of revenue receipts of the State Government is conducted under 
Section 13 and Section 16 of the Comptroller and Auditor General's (Duties, 
Powers and Conditions of Service) Act, 1971 . This Report presents the results 
of audit of receipts and expenditure comprising Tax on Sales, Trade, etc., State 
Excise, Taxes on Vehicles, Goods and Passengers, Stamps and Registration 
Fees and Other Tax and Non Tax Receipts of the State. 

The cases mentioned in the Report are among those which came to notice in 
the course of test audi t of records during the year 2012-13 as well as those 
which came to notice in earlier years but could not be inc luded in the previous 
Audit Reports. 

Audit has been conducted in conformity with the Auditing Standards issued by 
the Comptroller and Auditor General of India. 
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Overview 

OVERVIEW 

This Report contains 49 paragraphs including one Review on "Working of 
Enforcement Wing in Commercial Tax Department" relating to short/non
levy of tax, duty and interest, penalty etc. involving financial effect of 
~ 427.93 crore. The Departments/Government have accepted audit 
observations involving ~ I 03.91 crore out of which ~ 2.05 crore has been 
recovered . Some of the major findings are mentioned below: 

I. General 

The total receipts of the Government of Uttar Pradesh for the year 2012-13 
were ~ 1,45,903.99 crore against ~ 1,30,869.70 crore during 2011-12. The 
revenue raised by the State Government amounted to ~ 71 ,068.34 crore 
compnsmg tax revenue of ~ 58,098.36 crore and non-tax revenue of 
~ 12,969.98 crore. The receipts from the Government of India were 
~ 74,835.65 crore (State's share of divisible Union taxes: ~ 57,497.86 crore 
and grants-in-aid:~ 17,337.79 crore). Thus, the State Government could raise 
only 49 per cent of the total revenue. 

(Paragraph 1.1) 

At the end of June 2013, 30,694 audit observations involving~ 6,305.36 crore 
relating to 10,808 Inspection Reports issued up to December 2012 remained 
outstanding. 

(Paragraph 1.6.1) 

Our test check of the records of 1,285 units relating to Tax on Sales, trade etc., 
State Excise, Taxes on Vehicles, Goods and Passengers, Stamps and 
Registration fees and Other Tax and Non Tax Receipts conducted during the 
year 2012-13 revealed cases of underassessment/short levy and other 
deficiencies aggregating to ~ 2045.28 crore in 6,373 cases. During the course 
of the year, the Departments concerned accepted underassessment and other 
deficiencies of~ 3.35 crore in 496 cases and recovered ~ 1.24 crore in 359 
cases. 

(Paragraph 1.12.3) 

II. Tax on Sales, Trade etc. 

A review of "Working of Enforcement Wing of Commercial Tax 
Department" and our compliance audit of the Department revealed that: 

• Despite computerisation which was begun in 2009, the policies, rules 
and procedures are still being developed, change management controls 
are not adequate and there are no disaster recovery and business 
continuity plans. 

(Paragraph 2.8.7.1, 2.8.7.2) 

• Due to absence of mechanism regarding transiting of the taxable goods 
through the State number of seizure cases and value of goods involved 
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decreased from 14632 cases of ~ 557 .67 crore to 30 cases of~ 1.53 
crore only. 

(Paragraph 2.8.7.5) 

• Online downloading of Form 38 (Form of declaration of import) 
without filling transaction details led to risk of loss of revenue. 

(Paragraph 2.8.7.6) 

• Insufficient man power, non-functional control rooms and non
avai lability of devices etc. in Mobile Squad Units of the Department 
contributed to poor functioning of the Mobile Squad Units of the 
enforcement wing. 

(Paragraph 2.8.8, 2.8.8.2) 

• The Mobile Squad Units remained inoperational for 23 days to 288 
days in a year, as a result cases of unauthorised movement of goods 
remained undetected. 

(Paragraph 2.8.8.1) 

• Circular issued in violation of Act resulted in short realisation of 
security of~ 32.37 crore. 

(Paragraph 2.8.8.4) 

• Lack of monitoring of seizure cases of registered dealers led to short 
realisation of security of~ 39.64 crore. 

(Paragraph 2.8.8.5) 

• Appl ication of incorrect rate of tax, lower rate of tax, misclass ification 
of goods and non-levy of tax resulted in non/short levy of tax of 
~ 16.92 crore. 

(Paragraph 2.10) 

• There was non-charging of interest of~ 26.71 crore on delayed credit 
of Entry tax to Government account. 

(Paragraph 2.17.2.1) 

• Non detection of cases of wrong/false claim of Input Tax Credit (ITC) 
led to non-reversal of ITC, non-imposition of penalty and interest of 
~ 14.99 crore. 

(Paragraph 2.21) 

Ill. State Excise 

Due to inconsistency in the treatment of fixing of Minimum Retail Price of 
Indian Made Foreign Liquor and Country Liquor, the Government was 
deprived of revenue of~ 481.20 crore by way of additional licence fee. 

(Paragraph 3.8.7.1) 

Incorrect allowance of wastage resulted in undue advantage of~ 111.57 crore 
to whole se llers of country liquor. 

(Paragraph 3.8.7.2) 
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Fai lure of the Department to comply with the Rules deprived the Government 
of revenue of~ 53 .68 crore by way of Basic Licence Fee and security deposit. 

(Paragraph 3.8.8.1) 

Short lifting of mi nimum guaranteed quota (MGQ) of country liquor in March 
resulted in loss of excise duty of~ 5.5 1 crore. 

(Paragraph 3.8.8.3) 

Low recovery of a lcohol from molasses led to loss of revenue of ~ 736.49 
crore. 

(Paragraph 3.8.10) 

The non-forfeiture of security deposit for violation of the Rules resulted in 
short rea lisation of revenue of~ 47.74 crore. 

(Paragraph 3.8.12) 

IV. Taxes on Vehicles. Goods and Passengers 

There was short levy of tax of~ 16. 75 lakh from 723 vehicles in s ix Regional 
Transport Offices (RTOs)/Assistant Regional Transport Offices (ARTOs) due 
to adoption of lesser seating capacity during the period from April 2011 to 
August 20 12. 

(Paragraph 4.9) 

There was non/short imposition of penalty of~ 2.97 crore in 23 RTOs/ARTOs 
in respect of 3,706 vehicles carrying excess load during the period from April 
2012 to March 2013. 

(Paragraph 4.13) 

There was non-realisation of tax/additiona l tax of ~ 87.55 lakh in 11 
RTOs/ ART Os in respect of 179 vehicles suITendered fo r periods beyond three 
months during the period from May 20 11 to October 2012. 

(Paragraph 4.17) 

: V. Stamps and Registration Fees 

Non-levy of add it ional stamp duty in development areas resulted in non 
realisation of revenue of~ 11.87 lakh. 

(Paragraph 5.5) 

Undervaluation of properties resulted m short levy of stamp duty and 
registration fees of~ 3.47 crore. 

(Paragraph 5.6 to 5.10) 

VI. Other Tax and Non-tax Receipts 

In Ente1iai nment Tax Department, there was non-realisat ion of license fee of 
~ 5.47 lakb in 122 cases of four offices and non-deposit of maintenance 
charges of~ 5.53 lakh in 13 cases of two offices. 

(Paragraph 6. 3 and 6.4) 
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There was non-realisation of royalty and interest of~ 10.22 crore from 1,655 
brick kiln owners in 22 district Mining Offices during the period 2009-10 to 
2012-13. 

(Paragraph 6.5) • 

There was non-levy of penalty of~ 30.75 crore for illegal removal of brick 
ea1th by 1,400 brick kiln owners in 13 District Mining Offices during the 
period April 2009 to February 2013. 

(Paragraph 6.6.1) 

Unauthorised extraction of minerals during the period July 2003 to March 
2012 in District Mining Office, Sonebhadra resulted in non-realisation of the 
cost of excavated mineral of ~ 7.08 crore as well as penalty of~ one lakh. 

(Paragraph 6.9.1) 

Excavation of mineral without renewal of mining plan in two District Mining 
Offices during the period April 2003 and May 2012 resulted in non-realisation 
of the cost of excavated min era 1 of ~ 18.82 crore. 

(Paragraph 6.9.2) 

In Weights and Measurement Department, there was non-realisation of 
fee/additional fee of~ 8.50 lakh besides penalties in three cases. 

(Paragraph 6.11) 
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Chapter-I : Geneml 

EXECUTIVE SUMMARY 

What we 
highlighted i11 
chapter 

have 
this 

Trend of r evenue 
receipts of State 
Government 

Non compliance of 
observations 
included 
Inspection 
(IRs) 

in 
Reports 

Very low recovery of 
the amount pointed 
out in earlier Audit 
Reports 

In this Chapter we present the trend of Revenue 
Receipts of the State Government, variations 
between budget estimates and actual rece ipts, 
response of the Government/Departments towards 
Audit, pos1tion of the Departmental Audit 
Committee Meetings, position of compliance made 
by the Government to the earlier Audit Reports, 
action taken by the Government/ Departments to 
deal with the issues ra ised by Audit, position of 
outstanding paragraphs in Inspection Reports (!Rs), 
action taken by the Government o n the 
recommendations made in various Audits of State 
Exc ise Department inc luded in previous Audit 
Reports and impact of audit. 

The revenue receipts of the Government of Uttar 
Pradesh comprises of tax and non-tax revenue 
raised by the State Government, the State 's share 
of net proceeds of div isible Union taxes and duties 
ass igned to State and Grants-in-aid received from 
the Government of India. 

During the year 2012-13, the revenue raised by the 
State Government was ~ 71,068.34 crore which 
was 49 per cent of total revenue receipts. The 
balance 5 1 per cent of receipts of ~ 74,835.65 
crore during 2012-1 3 were from the Government 
of India. 

Inspection Reports issued up to December 2012 
disclosed that 30,694 paragraphs relating to 10,808 
IRs involving ~ 6,305 .36 crore remained 
outstanding at the end of June 20 13 for want of 
compliances. 

The first reply required to be received from the 
Head of Offices within one month from the date of 
issue of the IRs were not received (30 June 20 13) 
for 1,147 IRs issued upto March 20 13. This 
pend ency of the fRs due to no n-receipt ofrep lies is 
ind icative of the fact that the Heads of Offices and 
Heads of Departments did not initiate act ion to 
rectify the defects, omissions and irregu larit ies 
pointed out by the Accountant General in the !Rs. 

In respect of Audit Reports pertaining to the years 
2007-08 to 2011-1 2, the Government/Departments 
accepted audit observations involving ~ 1,437.76 
crore, of which only ~ 36.1 9 crore (2.52 p er cent) 
was recovered till 3 1 December 2013. 
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Departmental audit 
committee meetings 
(ACM) 

Our conclusion 

We noticed that during the year 20 12-1 3 onl y three 
Departments' had convened 6 1 Audit Committee 
Meetings (ACMs) wherein 300 paragraphs 
involving money value of ~ l .46 crore were 
settled, while other Departments did not take any 
initiative to hold ACMs. 

1t is recommended that Government may ensure 
convening of periodical ACMs by a ll the 
Departments for effective and expeditious 
settlement of outstanding paragraphs. 

Audit observations invo lving fi nanc ia l effect of 
~ 2045 .28 crore were issued during the year 201 2-
l 3. The Government/Departments have accepted 
observation invo lving ~ 3.35 crore in 496 cases 
and recovered~ 1.24 crore in 359 cases. 

The amounts outstanding as arrears of revenue for 
more than fi ve years were 60.70 per cent of the 
tota l arrears. Government may make efforts to 
ensure speedy recovery of the arrears. 

Government may take suitable steps to introduce 
an effective procedure fo r prompt and appropriate 
response to audit observations as well as taking 
action against the officials fo r inaction to send the 
replies to the !Rs/paragraphs as per the prescribed 
time schedule and also fo r not taking action to 
recover outstanding revenue in a time bound 
manner. 

1 Commercial Tax. Stamps and Registration and State Excise Department. 
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CHAPTER-I 
GENERAL 

1.1 Trend of revenue recei ts 

Chapter-I : General 

1.1.1 The tax and non-tax revenue raised by the Government of Uttar 
Pradesh during the year 2012-1 3, the State's share of d ivis ib le Union taxes 
and grants-i n-~ id received from the Governme nt o f Tndia du ring the yea r and 
the co rresponding figures fo r the preceding fo ur years are ment ioned in the 
table no. l. l: 

Table No. 1.1 
(~ in crore) 

SI. '.'lo. I Particulars I 2008-09 I 2009-1 o I 2010-11 2011-12 I 2012-13 
I. Rc"enuc raised by the State Go"ernment . Tax revenue 28,658.97 33,877.60 4 1,355.00 52,613.43 58.098.36 . Non-tax re"enue 6, 766.55 13,601.09 11.176.21 I0, 145.30 12,969.98 

Tot al 35 425.52 47,478.69 52,531.21 62,758.73 7 1,068.34 
2. Receipts from the Government oflndia . State's share of divisible Union taxes 30.905.72 31,796.67 43 ,21 8.90 50,350.95 57,497.86' . Gm ms-in-aid 11,499.49 17.145.59 15,433.65 17,760.02 17,337.79 

Total 42 405.21 48,942.26 58,652.55 68,J 10.97 74,835.65 
3. Total revenue receipts of the Government 77,830.73 96,420.95 1, 11 ,l83.76 1,30,869. 70 1,45,903.99 

(I and 2) 
4. Pe n:entaee of I to 3 46 49 47 48 49 

Source: Finance Accounts of the Govern ment ofUttar Pradesh. 

The above table indicates that during the year 20 12-1 3, the revenue raised by 
the State Government was 49 per cent of the total revenue rece ipts 
{~ l ,45,903.99 crore) against 4 8 per cent in the preceding year. The balance 51 
per cent of receipts were fro m the Government of Ind ia . 

1.1.2 The tab le no. 1.2 presents the details of tax revenue raised during the 
period 2008-09 to 201 2-1 3: 

Table No. 1.2 

I Taxes on sales, trade etc. 17.482.05 20,825.1 8 24 ,836.52 33,107.34 34,870.16 1,762.82 05.32 
0040 

2 State Excise 0039 4 720.01 5,666.06 6,723.49 8.139.20 9. 782.49 1,643.29 20.19 
3 Stamps and Registration 4,138.27 4,562.23 5.974.66 7,694.40 8,742. 17 1,047.77 13.62 

Fees (0030) 
4 Taxes on Vehicles 004 1 I 124.66 1.403.50 1,816.89 2 375.86 2 992.92 6 17.06 25.97 
5 Taxes on Goods and 266.49 27 1.05 241.69 4 .8 1 1.04 (- ) 3.77 (-) 78.38 

Passcn ers (0042) 
6 Taxes and Duties on 216.72 272.16 357.00 458.20 484.91 26.71 05.83 

Electricit 0043) 
7. Land Revenue 0029 549.28 663.14 11 34.16 490.68 804.64 3 13.96 63.98 
8 Other taxes and duties on 140.58 193.34 245.15 312.46 385.08 72.62 23.24 

20.91 20.94 25.44 30.46 34.95 4.49 14.74 
Total 28,658.97 33 877.60 41,355.00 52,613.41 58,098.36 5,484.95 10.43 

Source: Finance Accounts of the Governme nt of Uu ar Pradesh. 

For details. please sec Statemem No. 11 - detailed account s of revenue by minor heads in the Finance Accounts 
of the Government of Uttar Pradesh for the year 2011- 12. Figures under the major heads 0020 - Corporation 
tax, 0021 - Taxes on income other than corporation tax, 0028 - Other taxes on income and expenditure, 0032 -
Taxes on wealth, 0037 - Customs. 0038 - Union excise dut ies, 0044 - Service tax and 0045 - Ot her taxes and 
duties on commodities and services - Share of net proceeds assigned to States booked in the Finance Accounts 
under 'A - Tax revenue· have been excluded from revenue ~d by the State and included in 'Siate's share of 
divi sible Union taxes' in thi s stat ement. 
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2. 

3. 

4. 

5. 

6. 

7. 

A udit Report (ReJ1e1111e Secto1~ for the year e11ded 31 March 2013 

Reasons fo r va riations have not been received (December 20 13) desp ite 
request (September 20 13 ). 

1.1.3: The table no . 1.3 presents the details o f the non-tax revenue raised 
during the period 2008-09 to 20 12-1 3: 

Table No. 1.3 
~in crore) 

Misc. general services 1.698.79 8,07S. 13 S, 120.67 4,03S.23 4,494. l l 4S8.88 11 .37 
(007S) 

Interest receipts (0049) 963.87 603.66 689.32 789.22 l.186.4 l 397.19 S0.33 

Forestry and wild life 271.92 271.29 280.34 28S.88 332.08 46.20 16.16 
(0406) 

Non-ferrous mi ning and 427.31 604.97 6S3.39 S93.28 722.13 128.8S 21.72 
metallurgica l industries 
(08S3) 

Co-operation (042S) 26.46 16.39 9.38 9.78 11.99 2.21 22.60 

M iscellancous1 2,499.74 3,203.40 3,711.37 3,484.40 S,S35. 76 2,0S 1.36 S8.87 

Others4 878.46 826.2S 711.74 947.5 1 687.SO (-)260.0 1 (-) 27.44 

Tot al 6,766.55 13,601.09 11,176.21 10,145.30 12,969.98 2,824.68 27.84 

Source: Finance Accounts of the Govemmcnt of Uttar Pradesh. 

4. 

S. 

6. 
7. 

8. 

Reasons for variations have not been recei ved (December 2013) despite 
request (September 20 13). 

1.2 Variations between bud et estimates and actual recei ts 

Variations between budget estimates (BEs) and actua l receipts for the year 
2012-13 in respect of Major Heads of tax and non-tax revenue are mentioned 
in the tab le no. 1.4: 

T able No. J.4 

(-)9.41 
-) 2.84 
- 6.08 

Taxes on Vehicles. Goods and (-) 3.23 
Passen crs 004 1) & 0042 
Taxes and Duties on Electricity 411.00 484.91 73.9 1 17.98 
(0043) 
Land Revenue 0029 299.96 804.64 S04.68 168.2S 
Other taxes and duties on 348.34 38S.08 36.74 JO.SS 
commodities and services 004S 
Hotel Receipts 3S.38 34.9S (-) 0.43 (-) 01.22 
0023 

B. Non-T ax Revenue 
9. 

10. 
11. 
12. 

13. 

Misc. General Services 007S 3.264.23 4,494.1 l 1,229.88 37.68 
Interest recei ts 0049 924.36 1.186.42 262.06 28.3S 
Forestr and wild life 0406 353.93 332.08 - 21.8S - 6.17 

on- ferrous mini ng and metallurgical 9S4.00 722. 13 (-) 231.87 (-) 24.3 1 
industries {0853) 
Co-o erati on (0425 I l.2S 11.99 0.74 06.S8 

1 Miscellaneous include receipts from following: 
Medium Irrigation, Minor Irrigation, Education. Sports, A11 and Culture, Other admini strati ve services, Pol ice, 
Crop husbandry, Socia l Security and Welfare. Medical and Public Health, Road and Bridges, Public Works etc. 

4 Others include receipts from following: 
Other Fiscal Services, Dividends and Profits. Public Service Commission. Stationery and Printing. Fami ly Welfare, 
Water Supply and Sanitation. Housing. Urban Development. Jnformation and Publicity. Labour and Employment 
CIC. 
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Cltapter-1 : General 

It can be seen from the above table that variations between BEs and actuals 
ranged between(-) 24.31 per cent and 168.25 per cent. 

Reasons for variations have no t been received (December 20 J 3) despite 
request (September 2013). 

1.3 Cost of collection of ma ·or revenue recei ts 

The gross co llections in respect of major revenue receipts, expenditure 
incurred on their co llection and the percentage of such expenditure to gross 
co llection during 20 12-1 3 along w ith All India Percentage of expenditure on 
co llect ion in 201 1-1 2 are mentioned in the tab le no. 1.5 : 

Table No. 1.5 
(~ in crore) 

Head of revenue Gross Expenditure on Percentage of All India 
collection collection e\pcnditure to a\eragc 

collection percentage of 
rnllcction of 

2011-12 

Tax oa sales, trade etc. 34,870.16 430.31 1.23 0.83 

State Excise 9,782.49 116.88 1.19 2.98 

Stamps and Registration 8,742. 17 237.57 2.72 1.89 
Fees 

Taxes on Vehicles, 2,993.96 95.45 3.19 2.96 
Goods and Passengers 

Source: F111ance Accounts of the Government of Uttar Pradesh. 

The above tab le indicates that the percentage of expenditure on collection was 
higher than a ll India average percentage collection of preceding year under the 
heads of revenue ' Tax on sales, trade etc. , Stamps and Registration Fee and 
Taxes on Vehicles, Goods and Passengers.' The Departments need to look 
into the matter and take steps to reduce the higher cost of collection. 
However, we appreciate that the cost of collection was below the a ll India 
average percentage of preceding year under the heads of revenue ' State 
Excise '. 

1.4 Analysis of arrears of revenue in terms of total outstanding 
for more than five cars 

The arrears of some principal heads of revenue as on 3 I March 20 J 3 as 
reported by the Departments5 amounted to ~ 23,573.67 crore of which 
~ 14,3 J 0.3 7 crore was outstanding for more than five years are shown in the 
table no. 1.6: 

Table No. 1.6 
(~ in crore) 

SI. llead of l{C\'Cnue Arrears upto Arrear~ more than 
~o. 31 \1arch2013 fhc ~cars old upto 

31 \larch 2013 

2. State Excise 54.06 48.51 

3. Stamps and Registration Fees I 586.67 Not available 

4. Taxes on Vehicles 53.83 Not available 

5. Entertainment Tax 28.58 5.85 
Total 23,573.67 14,310.37 

The details of arrears outstanding for more than five years were not available 
with Stamps and Registration Department and Transport Department. 

5 Commercial Tax, S1a1c Excise, S1a111ps and Rcgis1ra1ion. Transport and Entcr1ainmcn1 Tax Depanmenl. 
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The amounts outstanding as arrears of revenue for more than fi ve years were 
60.70 per cent of the total arrears. 

We recommend that the State Government may make efforts to ensure 
the recovery of the outstanding amounts at the earliest. 

1.5 Arrears in assessment/scrutin 

As per sub Section 3 of Sect ion 29 of UP Value Added Tax Act, the time limit 
fo r assessment has been prescribed for three years from the end of any 
assessment year. 

The details of assessments relating to Commercial Tax Department for the 
year ending 3 I March 201 3 as intimated by the Department are mentioned in 
the table no. 1. 7: 

Table No. 1.7 

The Department needs to complete the pending assessment cases within the 
prescribed time limit. 

1.6 Response of the Departments/Government towards Audit 

The Accountant General (E&RSA), Uttar Pradesh (AG) conducts periodical 
inspection of the Government Departments to test check the transactions and 
verify the maintenance of the important accounts and other records as 
prescribed in the rules and procedmes. These inspections are fo llowed up with 
the inspection reports (IRs) incorporating irregularities detected during the 
inspection and not settled on the spot, which are issu ed to the Heads of the 
Office inspected with copies to the next higher authorities for taking prompt 
coJTective action. The Heads of the Offices/Government are required to 
promptly comply with the observations contained in the IRs, rectify the 
defects and omissions and repot1 compliance throu gh initial reply to the AG 
within one month from the date of issue of the lRs. Serious fi nancial 
irregularities are reported to the Heads of the Department and the Government. 

l .6.1 Outstanding Inspection Reports and audit observations 

We reviewed the IRs issued upto December 201 2 and found that 30,694 
paragraphs involving ~ 6,305.36 crore relating to l 0,808 IRs remained 
outstanding at the end of June 201 3, as mentioned in the table no . 1.8 along 
with the coITesponding figu res fo r the preceding two years: 

Table No. 1.8 
- --- --- - - - - - - - - -

SI. :\o. lkscription Junl•2011 Junl' Junl' 
., 2012 201J 

1. 
N umber of inspection reports pending 

10,349 11 ,538 10,808 settlement 

2. Number of outstanding audit observations 25,501 28,455 30,694 

3. Amount ofrevenue involved ~ in crore) 4,445.39 5,234.1 2 6,305.36 

Age-wise breakup of the outstanding paragraphs and IRs at the end of June 
201 3 is mentioned in table no. 1.9: 
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Table No. 1.9 

SI. Description Up to 10 II to 20 Ab ow Total 
No. years years 20 )·ears 

old old old 

I. 
Number o f inspection reports 6,75 1 2,945 I I, 112 10,808 
pending settlement 

2. 
Number of outstanding audit 

22,986 5,951 1,757 30.694 
observations 

3. 
A mount of revenue in volved 5,399.73 862.10 43.53 6,305.36 
(~ in crore) 

The Department-wise detail s of the IRs and audit observations outstanding as 
on 30 June 20 13 and the amounts invo lved are mentioned in the table no . 1.10: 

Table No. 1.1 0 

SI. Nature of receipts Number of ~umber of Amount of Year to which the 
No. outstanding outstanding re,·enue obsen·ations relate 

I Rs audit in,·ol\'ed 
obsen·ations ~in crore) 

I. Tax on sales, trade etc. 4,854 16,796 2.582.7 1 1984-85 to 20 I 2- 13 
including Entry Tax 

2. State Excise 1, 169 2,315 335. 17 1984-85 to 2012-13 

3. Taxes on Vehicles 1,066 3,87 1 805.30 1984-85 to 2012-13 

4. Stamps and 2,803 5,445 332.23 1984-85 to 2012-13 
Registrat ion Fees 

5. Electric ity Duty 177 222 171.89 1988-89 to 2012-13 

6. Entertainment Tax 162 272 12.65 1997-98 to 2012-13 

7. Forestry and Wild life 515 1,406 1,590.92 2003-04 to 20 12-1 3 

8. Non-ferrous mining 62 367 474.49 2010-11 to2012-13 
and metallurgical 
industries 

Total 10,808 30,694 6,305.36 

1.6.2 Compliance to audit observations 

The first reply required to be received from the Heads of offices w ithin one 
month from the date of issue of !Rs were not received for I , 147 IRs issued 
upto March 2013. This pend ency of IRs is indicati ve of the fact that the Heads 
of Offices/Departments did not initiate action to rectify the lapses, omissions 
and irregulariti es pointed out by the AG in IRs. 

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

1.7 De artmental audit committee meetin s 

The Govermnent sets up audit committees during various periods to monitor 
and expedite the progress of the settlement of IRs and paragraphs in the IRs. 
The deta ils of the Aud it Committee Meetings held during the year 20 12-13 
and the paragraphs settled are mentioned in the table no. l.11: 
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Table No. 1.11 

Name of Department Number Number of Amount Period of the IRs in 
of paragraphs (~in crore) respect of paragraphs 

meetings settled settled 
held 

Commercial Tax 32 262 0.88 1995-96 to 2012-13 
Stamps and 24 06 0.02 2010-11 
Registration 

State Excise 05 32 0.56 1996-97, 1998-99 to 
~002-03 and 
2009-1 0 to 2012-13 

Total 61 300 1.46 

Audit will like to appreciate the efforts made by State Government in 
convening a sizable number of audit committee meetings. 

In addition to Audit Committee Meetings, 552 paragraphs of~ 11.12 crore 
were settled during the year 20 12-13 through spot discussions and replies 
received from the Departments as detailed in table no. 1.12: 

Table No. 1.1 2 

Name of Department Number of Amount 
paragraphs settled ~in crore) 

Commercial Tax 426 4.79 

Stamps and Registration 30 0.24 

State Excise 73 5.32 

Transport 05 0.13 

Land Revenue 07 0.44 

Geology and Mining 02 0.19 

Entertainment Tax 09 0.01 

Total 552 11.12 

In order to expedite clearance of outstanding audit observations, it is necessary 
that Audit Committees should meet regularly and ensure appropriate action on 
all audit observations leading to their settlement. 

1.8 Res onse of the De artments to the draft audit ara rra hs 

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

Fifty five draft paragraphs and one review (clubbed into 48 paragrap hs and 
one review included in this Report) were forwarded to the Secretaries of the 
Departments concerned in Ju ly 2013 through demi-official letters. The 
Secretaries of the Departments concerned sent replies for one review and 53 
draft paragraphs. Replies of two draft paragraphs of Comm ercial Tax 
Department have not been received so far (December 20 l 3 ). 
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1.9 Follow-u on Audit Re orts - summarised osition 

To ensure accountability of the executive in respect of all the issues dealt in 
the various Audit Reports (ARs), the Department of F inance issued 
instructions in June 1987 to initiate suo moto action on a ll paragraphs/reviews 
featured in the P u.d it Reports irrespective of w hether the cases were taken up 
for examination by che Public Accounts Committee (PAC) or not. Out of 169 
paragraphs/ rev iews inc luded in Audit Reports relating to the period 2007-08 to 
2011-201 2 which have already been la id before the State Legislature, 
exp lanatory notes (ENs) in respect of 87 paragraphs/reviews were not received 
in our office as on November 20 13. The outstanding ENs dating back to 2007 
are as m entioned in the table no. 1.13 : 

Year of Report 

2007-08 

2008-09 

2008-09 
(Stand Alone Report on 

State Excise) 

2009-10 

20 10- 11 

2011- 12 

Table No. 1.13 

Date of presentation of 
Audit Report to the 

legislature 

I 7 February 2009 

28 January 20 I 0 

5 August 20 11 

8 August 20 11 

30 May 2012 

l 6 September 20 13 

No. of 
paragraphs/ 

re\'iews 
included in the 
Audit Reports 

16 

13 

29 

20 

35 

56 

Tota l 169 

No. of 
paragraphs/ 

re\·ic\\~ on which 
ENs ha\'e been 

recein~d from the 
Departments 

14 

9 

29 

13 

17 

0 

82 

No. of paragraphs/ 
re\·iews on which 

ENs haw not been 
rccei\'ed from the 

Departments 

2 

4 

0 

07 

18 

56 

87 

There are specific prov1s1ons regarding Action Taken Note/Report 
(ATN/ATR) that it should be intimated within six months of the PAC 
meetings. However, no ATNs/ATRs have been intimated by the Department 
so far. 

1.10 Analysis of the mechanism for dealing with the issues raised 
by Audit in State Excise De artment 

ln order to analyse the system of addressing the issues highlighted in the 
Inspection Reports/ Aud it Reports by the Departments/Government, the action 
taken on the paragraphs and rev.iews included in the Audit Reports of the last 
fi ve years in respect of State Excise Department has been evaluated and 
included in this Audit Report. 

T he succeeding paragraphs 1.10.1 to 1.10.2 discuss the performance of the 
State Excise Department in dealing with the cases detected in the course of 
local audit conducted during the last six years and a lso the cases included in 
the Audit Reports for the years 2007-08 to 20 11-12. 

1.10.1 Position of Inspection Reports 

The summarised pos1t1on of Inspection Reports issued during the last six 
years, paragraphs inc luded in these reports and their status as on Mti·rch 2013 
are mentioned in the table no. 1.14: 
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SI. Name of Department Number of 
No. outstandin~ 

I Rs 

I. Commercial Tax 2.578 
2. State Excise 1,169 
3. Transport 347 
4. Stamps and Registrat ion 1,336 
5. Geology and Mini ng 62 

Total 5,492 

TableNo.1.18 

Number of 
oulslandin~ 

audit 
observations 

11,022 
2,315 
2,034 
3,174 

367 
18,912 

Amount of 
revenue 
involved 

2,084.95 
335.17 
694.75 
174.47 
474.49 

3,763.83 

The recovery in respect of the accepted cases is low. 

Accepted 
money value 

17.93 
2.65 

10.13 
0.54 

0 
31.25 

1.12.3 Status of compliance to Inspection Reports (2012-13) 

I • 

Hccovery 
made (up lo 
31.12.2013) 

2.48 
2.65 

10.13 
0.46 

0 
15.72 

Our test check of the records of 1,285 units relating to Tax in Sales, trade etc., 
State Excise, Taxes on Vehicles, Goods and Passengers, Stamps and 
Registration fees and Other Tax and Non Tax Receipts conducted during the 
year 20 12- 13 revealed cases of underassessment/short levy and other 
defic iencies aggregating ~ 2045.28 crore in 6,373 cases. During the course of 
the year, the Departments concerned accepted underassessment and other 
deficiencies of ~ 3.35 crore in 496 cases and recovered ~ 1.24 crore in 359 
cases. 

This report 

This Repo1t contains 49 paragraphs including one review of "Working of 
Enforcement Wing in Commercial Tax Department" relating to short/non
levy of tax, duty, interest and penalty etc., involving financial effect of 
~ 427.93 crore. The Departments/Government has accepted audit observations 
involving ~ 103.91 crore out of which ~ 2.05 crore has been recovered 
(December 2013). 
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EXECUTl\'E SU'.\l!\L\RY • 

What we 
highlighted in 
Chapter 

Trend of receipts 

have 
this 

Poor functioning of 
Enforcement Wing 

Status of compliance to 
Inspection Reports 
(2012-13) 

In this Chapter we present a review on 
"Working of Enforcement Wing in 
Commercial Tax Department" and illustrative 
cases of ~ 149.94 crore selected from 
observations noticed during our test check or 
records relating to short levy of VAT, short/non 
levy of entry tax, and non-imposition of penalty, 
irregular exemption on declaration forms, short 
levy due to incorrect allowance of Form ' D', 
inco1Tect application of rate of tax etc. 

In 2012-13, the collection from Tax on Sales, 
Trade etc. increased by 5 .32 per cent over the 
previous year. The actual receipts of the 
Department were short by ~ 3,622.52 crore 
(9.41 per cent) against the budget estimate. 

The Enforcement wing (EW) of the Department 
comprises of Mobile Squad Units (MSUs) and 
Special Investigation Branches (SIBs). We 
noticed several deficiencies in functioning of the 
EW which is featured in the review on 
"Working of Enforcement Wing in Commercial 
Tax Department." 

We conducted test check of the assessments and 
other records in 54,141 cases out of 1,17,2 13 
cases in 6 16 Commercial Tax Offices, during 
2012-13, and found non/short levy of tax due to 
misclassification of goods and application of 
incorrect rate of tax, non/short levy of entry tax, 
incorrect exemption, etc. of ~ 778.39 crore in 
3,589 cases. During the year 2012-13, the 
Department accepted underassessment and other 
deficiencies of ~ 2.94 crore involved in 438 
cases. The Department recovered ~ 89.26 lakh 
in 316 cases during the year 2012-1 3. 



Audit Report (Revenue Sector) for the year ended 31 March 2013 

Our conclusion The Department needs to improve the 
functioning of Enforcement Wing so that 
weaknesses in the system are addressed and 
omissions of the nature detected by us are 
avoided in future. 

It also needs to initiate immediate action recover 
the short/non-levy of tax, incorrect exemption 
on declarations forms, incorrect application of 
rate of tax etc. pointed out by us more so in 
those cases where it has accepted our 
observation. 
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CHAPTER-II 
TAX ON SALES, TRADE ETC. 

2.1 Tax administration 

Trade Tax (TT) (known as Commercial Tax after December 2007) is the 
major source of revenue of the State and accounted for 60 per cent 
~ 34,870.16 crore) of the total tax revenue(~ 58,098.36 crore) of the State 
during the year 2012-13. The levy of commercial tax is governed by the 
provis.ions of the Uttar Pradesh Trade Tax Act, 1948 (UPTT Act) and Rules 
made thereunder upto 31 December 2007 and thereafter by the provisions of 
the Uttar Pradesh Value Added Tax Act, 2008 (UPV AT Act) implemented 
from I January 2008. The levy of Entry Tax is governed by the provisions of 
the Uttar Pradesh Tax on Entry of Goods into Local Areas Act, 2007 and the 
Rules made thereunder. The levy of Central Sales Tax is regulated by the 
provisions of the Central Sales Tax Act, 1956 (CST Act) and the Rules made 
thereunder. 

The Principal Secretary Vanijya Kar Evam Manoranjan Kar Uttar Pradesh is 
the administrative head at Government level. The overall control and direction 
of the Commercia l Tax Department vests with the Commissioner, Commercial 
Tax (CCT), Uttar Pradesh, headquartered at Lucknow. He is assisted by 104 
Additional Commissioners, 157 Joint Commissioners (JCs), 494 Deputy 
Commissioners (DCs) , 964 Assistant Commissioners (ACs) and 1,275 
Commercia l Tax Officers (CTOs). 

2.2 Trend of receipts 

Actual receipts from Tax on sales, trade etc. during the last five years from 
2008-09 to 2012-13 along with the total tax receipts during the same period 
are exhibited in the table no. 2.1: 

Table No. 2.1 

~in crore) 
Year Budget Actual Variation Percentage of Total ta\ Percentage of 

estimates receipts excess(+) \ari:1tion rl'ccipts of actual Tl /\" A"I 
shortfall(-) t h<' Stall• rl'cl'ipts 'is-:'1-\ j, 

tot al la\ rccl'ipls 
2008-09 19,705.00 17,482.05 (-) 2,222.95 (-) 11.28 28,658.97 61.00 

2009-10 20,74 1.27 20,825. 18 (+) 83.91 0.40 33,877.60 61.47 

20 10- 11 26,978.34 24,836.52 (-) 2,141.82 (-)7.94 4 1,355.00 60.06 

20 11 -12 32,000.00 33, I 07.34 (+) 1,107.34 3.46 52,613.43 62.93 

20 12- 13 38,492.18 34,870. 16 (-) 3,622.02 (-) 9.4 1 58,098.36 60.02 

Source: Finance Accounts of the Government of Utta r Pradesh. 

In 2012-13, the collection from Tax on Sales, Trade etc. increased by 5.32 per 
cent over the previous year. Further, variations between budget estimates 
(BEs) and actual receipts ranged between (-) 11.28 per cent and 3.46 per cent 
during 2008-09 to 2012- 13 . 

The Department, however, did not furnish specific reasons of variation 
between the BEs and actual receipts. 

We recommend that the Government may ensure that variation between 
BEs and actual receipts is minimised by making BEs more realistic. 
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2.3 Analnis of arrears of revenue 

The arrears of revenue as on 3 1 March 2013 amounted to ~ 22,850.53 crore of 
which ~ 14,256.0 1 crore was outstanding for more than five years. The tab le 
no. 2.2 depicts the position of arrears of revenue during the period 2008-09 
and 201 2-13 . 

Table No. 2.2 
~ in crore) 

' l' :t r 011cning balance of arrears ('losing ba lance of arrears 
2008-09 11,081.94 15 389.85 
2009-1 0 15,389.85 16,453.30 
2010-11 16,453.30 16,665.4 1 
2011-1 2 16,665.41 18,960.28 

20 12- 13 18,960.28 22,850.53 

Source: Informa tion provided by the Department. 

Out of~ 22, 850.53 crore of aiTears pending as on 31.03.20 13, the Department 
stated that the demand certified for recovery as arrears of land revenue of 
~ 1,730.04 crore has been issued, ~4,566.12 crore had been stayed by the 
Courts and Government, recovery outstanding on Government Departments 
and semi-Government Departments was ~ 489.86 crore, recovery certificates 
of~ 1,166.26 crore were sent to other States, recovery certificates of ~ 5 1.78 
crore pertained to transporters in the State, demand of ~ 1,579 .44 crore is 
likely to be written-off. Spec ific act ion taken in respect of the remaining 
arrears of~ 13,267.03 crore has not been intimated by the Depa1tment. 

2.4 Cost of tax on sales, Trade etc. er assessee 

The cost of Tax on Sales, Trade etc. per assessee during the period from 2010-
11 to2012-13 is mentioned in the tab le no. 2.3: 

Table No. 2.3 

' ea r '\umher of C mss collection Expend iture on colleclion Cost per assessee 
dealers (~ in cmre) (~ in cmre) ( I n~ l 

201 0-1 1 5,94.695 24,836.52 391.45 6,582.37 

20 11-12 6,42,645 33,107.34 440.89 6,860.55 

20 12-13 7,08,636 34,870. 16 430.31 6,072.37 

Source: Finance Accounts of the Governme nt of U1tar Pradesh and informat ion provided b) the Department. 

2.5 Arrears in assessment 

As per sub Section 3 of Section 29 of UP Value Added Tax Act the time limit 
for assessment has been prescribed for three years from the end of any 
assessment year. 

The details of assessments re lating to commercial tax pend ing at the beginning 
of the year, additional cases that became due for assessment during the year, 
cases disposed of during the year and cases pending at the end of the year as 
furnished by the Commercia l Tax Department during 2008-09 to 201 2-13 are 
mentioned in the table no. 2.4: 

Table No. 2.4 

' ear Opl' nini: Ca"'' " hic h Total Cases disposed Cases pending Percenlage 
hal:rnce became dul' of d uring the at I he close of of column 6 

for :ISSl'SSllll' nt }e:1r the ~ear to -I 
2008-09 9,38,667 5,33,358 14,72,025 9,50,3 13 5,21 ,7 12 35.44 -
2009-10 5,21,7 12 1,83,378 7,05,090 6,92,704 12,386 1.76 

20 10-11 12,386 5.44,458 5,56,844 5,50,802 6 ,042 1.09 

20 11 -12 6,042 6,54,378 6,60,420 4,76,368 1,84,052 27.87 

2012- 13 1,84,052 4,58.225 6,42,277 4,95,505 1,46,772 22.85 

Source: Information provi ded by the Depart ment. 
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From the above it would be seen that pendency in fi nal isation of assessments 
ranged between 1.09 per cent and 35 .44 per cent. 

The Department needs to complete the pending assessment cases within the 
prescribed time limit. 

2.6 Cost of collection 

The gross collection from Taxes on sales, Trade etc., expenditure incurred on 
co llection and percentage of such expenditure to the gross co llection during 
the years 2008-09 to 201 2-13 along w ith the a ll India average percentage of 
expenditure on co llection to gross collection fo r the relevant previous year are 
mentioned in the table no. 2.5: 

Table No. 2.5 

~ in crore) 
Year Gross Expenditure on Percentage of cost of All India a'erage 

collection collection collection to gross percentage 
collection for the pre\'ious )ear 

2008-09 17,482.05 272.54 1.56 0.83 
2009-10 20,825. 18 358.43 1.72 0.88 
20 10- 11 24,836.52 406.65 1.64 0.96 
20 11-12 33, I 07.34 440.89 1.33 0.75 
20 12- 13 34 870.16 430.3 1 1.23 0.83 

Source: Finance Accounis of the Government of Uuar Pradesh. 

T he cost of co llection is higher than the all India average during the years 
2008-09 to 2012-1 3. 

We recommend that the Government may take appropriate steps to 
reduce the cost of collection. 

2. 7 Impact of audit 

2.7.1 Status of compliance to outstanding Inspection Reports 
(2007-08 to 2011-12): 

During the period 2007-08 to 2011-1 2 we had po inted out through our 
Inspection Reports non/ short levy, non/short realisation, underassessment/ loss 
of revenue, incon-ect exemption, concealment/suppression of turnover, 
application of incorrect rate of tax, incorrect computation etc. with revenue 
implication of ~ 1 ,560.5 1 crore in l 0,987 cases. Of these, the 
Department/Government had accepted audit observations in 1,843 cases 
involving ~ 17 .93 crore and had since recovered~ 2.48 crore in 732 cases. The 
details are shown in the table no. 2.6: 

Table No. 2.6 

~ in crore) 
Year '.\o. of Amount objected Amount accepted Amount recowred 

units '.\o. of Amount '.\o. of Amount '.\o. of Amount 
audited cases cases cases 

2008-09 I 591 1,967 64.65 202 5.60 128 0.68 
2009-1 0 I 685 2,7 11 77.32 559 7. 13 112 0.36 
2010- l I 892 2,648 94.73 436 1.63 148 0.53 
2011-12 6 15 2,451 132.67 522 3.06 230 0.45 

Total 3 272 10,987 1,560.51 1,843 17.93 732 2.48 

2.7.2 Status of compliance to Inspection Reports (2012-13):. 

Test check of the assessments and other records in 54,14 1 cases out of 
1,17,2 13 cases in 616 Commercial Tax Offices, conducted during 2012-1 3, 
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revealed non/short levy of tax, and other irregularities of ~ 778.39 crore in 
3,589 cases, which fa ll under the following categories as mentioned in table 
no . 2.7: 

Table No. 2.7 

~in crore) 

I. Working of E nforcement wing in Commercial Tax 73.20 
Department (A review) 

2. Non/short levy of penalty/ interest 7 11 75.47 

3. Non/short levy of tax 334 54.67 

4. Irregular grant of exemption from tax 326 18.45 

5. Incorrect classification of rate of goods 301 8.50 

6. Misclassification of goods 4 0.08 

7. Irregularities relat ing to central sales tax 56 3.21 

8. Mistakes in computation 14 16.96 

9. Turnover escaping tax I I 0.09 

10. Other irregularit ies 1,831 527.76 

Total 3,589 778.39 

During the year 20 12- 13, the Department accepted underassessment and other 
defic iencies of~ 2.94 cro re involved in 438 cases of which one case invo lving 
~ 8,000 had been pointed out during 2012-1 3 and the remaining in the earlier 
years. The Depa11ment recovered ~ 89.26 lakh in 3 16 cases during the yea r 
2012-1 3. 

A review of ' Working of Enforcement Wing in Commercial Tax 
Department' and a few illustrati ve cases invo lving financial impact of 
~ 149.94 crore are mentioned in the following paragraphs. 
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2.8 Working of Enforcement Wing in Commercial Tax 
Department 

Highlights 

• Despite computerisatio n which was begun in 2009, the po lic ies, rules 
and p;ocedures are still be ing developed, change management controls 
are not adequate and there are no disaster recovery and business 
continuity plans. 

(Paragraph 2.8.7.1 , 2.8.7.2) 

• Due to absence of mechanism regarding transiting o f the taxab le goods 
through the State number of se izure cases and va lue of goods invo lved 
decreased from 14632 of~ 557.67 crore to 30 of~ 1.53 crore o nly. 

(Paragraph 2.8. 7.5) 

• Online downloading of Form 38 (Form of declaration of import) 
without fillin g transactio n detail s led to ri sk of loss ofrevenue. 

(Paragraph 2.8.7.6) 

• Insufficient manpower, non-functional control rooms and non
availability of devices etc. in Mobile Squad Units of the Department 
contributed to poor functioning of the Mobile Squad Units of the 
enforcement wing. 

(Paragraph 2.8.8, 2.8.8.2) 

• The Mobile Squad Units remained inoperationa l fo r 23 days to 287 
days in a year, as a result cases of unauthorised movement of goods 
remained undetected. 

(Paragraph 2.8.8 .1) 

• Circular issued in violatio n of Act resulted in short realisation o f 
security of~ 32.37 crore. 

(Paragraph 2.8.8.4) 

• Lack of monitoring of seizure cases of registered dealers led to sho rt 
realisation of security of ~ 39.64 crore. 

(Paragraph 2.8.8.5) 

2.8.1 Introduction 

The E nforcement Wing of the Commercia l Tax Department derives its powers 
from the provis ions under Sections l 3A, 28, 28A and 28B of UP Trade Tax 
(UPTT) Act read with Rules 83 and 87 of UP Trade Tax Rules and under 
Sections 45 to 52 of UP Va lue Added Tax (UPVAT) Act 2008 read with Rules 
52 to 59 of UPVAT Rules 2008. The consti tuents of the Enforcement Wing 
are Check Posts (CPs abolished between August 2008 and August 2009), 
Mobile Squad Units (M SUs) and Special Investigation Branches (SIBs), 
which function to check the evasion of tax. 

Eighty three CPs at the strategic points on borders of State were responsible 
fo r checking the movement of goods fro m outside the State. MSUs are 
deployed to check evas ion of tax during movement of goods. 

Forty six SIBs were set up to investigate tax evasion cases. These SlBs are 
responsible fo r co llection of info rmation regarding prominent items of tax and 
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examining the methodologies adopted by dealers to evade tax, li ke irregular 
inter and intra-State sale, stock transfers, misinterpretation of decisions of 
Hon 'ble Courts, non-payment of tax etc. The SIBs conduct confidential 
surveys and when required conduct raids/searches 1 in premises of 
deakrn/transporters to check tax evasion. 

Value Added Tax (VAT) was made applicable in Uttar Pradesh with effect 
from 1 January 2008. During 2008-09 and 2009-10, all the 83 check posts 
were abo lished in two phases by the Government of Uttar Pradesh. After the 
abolition of CPs, the MS Us have become the so le agency of the Department to 
check evasion of tax, if any, by the movement of goods, within and transiting 
through the State without prescribed documents. The number of MSUs was 
increased2 from 55 to 150 in June 2008. 

We conducted a review of " Working of Enforcement Wing in Commercial 
Tax Department" which revealed a number of deficiencies in the post VAT 
System i.e. after the abolition of the check posts and also lacunae in the UP 
VAT Act, ru les made thereunder and circular issued fro m time to time. 

2.8.2 Organisational Setup 

The determination of policy, monitoring and control at the Government level 
is done by the Principal Secretary Vanijya Kar Evam Manoranjan Kar, Uttar 
Pradesh. The overall control and direction of the Commercial Tax Department 
is with the Commissioner, Commercial Tax, Uttar Pradesh (CCT) with 
headquarters at Lucknow. For the purpose of administrati ve control and proper 
performance of enforcement act ivities, the Department has been d ivided into 
20 zones. Zones are further divided into 45 ranges. Working of Enforcement 
Wing is monitored at Headquarters by Additional Commissioner, CT who is 
ass isted by Joint Commissioner (JC) (SIB) and Joint Commissioner (MS). In 
field offices Additional Commissioner Grade-II (SIB) controls/monitors 
activ ities of Enfo rcement Wing at zonal level. He is assisted by Joint 
Commissioner (SJB). Deputy Commissioner (DC) is in-charge of SIB units at 
range leve l and is assisted by Assistant Commissioner (AC) and Commercial 
Tax Officer (CTO). There are 144 units3 of Mob ile Squads (MS) headed by an 
AC (MS). All the MS of a range report to JC (SIB) of the range. Information 
Technology (TT) wing of the Department is headed by a JC (IT) at the 
Headqua1ters, who is assisted by one DC (IT), one AC (IT) and supporting 
staff. 

2.8.3 Audit Objectives 

The review was conducted with a view to ascertain: 

• Conformity to the compliance of provisions of Acts and Rules made 
under notifications and circulars issued from time to time. 

• Effic iency and effectiveness of SIB and MSUs in preventing the 
evasion of tax. 

• Impact of Computerisation in Enforcement Wing. 

• Effectiveness of internal contro l system. 

• Utilisation of manpower in Enforcement Wing. 

1 Under Section 45 of UPVAT Act and under Section 28 A and B of UPTT Act. 
Vide noti fication no. Ka.Ni.-4-1080111 -2008-400 (35)/91 dated 10 June 2008. 

3 Against 150 sanctioned units as on 0 I January 201 3. 
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2.8.4 Audit Criteria 

The audit criteria for the topic of review have been derived from the following 
sources: 

• UPTT Act 1948, UPV AT Act 2008 and Ru les made thereunder. 
• Enforcement Manual (EM) i.ssued by the Commercial Tax Department. 

• Notifications and circulars issued by the Government/Department from 
time to time. 

2.8.5 Audit Scope and Methodology 

We conducted the review between April 20 12 and March 2013 and covered 
the period from 2008-09 to 201 1-12. The scope of the audit was limited to the 
checking of records of Enforcement Wing of the Department. We test checked 
the records of CCT office and 35 MSUs4 and I 9 DC (SIB)5 of 14 zones6

. The 
DC (SIB) concerned of the zone under which these MS Us were working, were 
also selected for audit. In addition we collected information from 17 MS Us 7 

and three zones of SIB8 for the period 2008-09 to 201 1-1 2. An entry 
conference was held with the Department in November 2012 in which the 
Department was apprised of the scope and methodology of audit. The findings 
of the review were forwarded to the Department and the Government in July 
2013. An Exit Conference was held in September 2013 in which the 
Additional Commissioner represented the Depatiment and Secretary, 
Department of Conunercial Tax and Entertainment Tax represented the 
Government. The response of the Government/Department has been 
incorporated in the relevant paragraphs. 

2.8.6 Acknowledgement 

The Indian Audit and Accounts Department acknowledges the co-operation of 
Commercial Tax Department for providing necessary information and records 
for audit. 

Audit Findings 

2.8.7 Use of Information Technology (IT) 

The Depa1iment introduced (July 2009 and September 2009) an online system 
of downloading of Transit Declaration Forms (TDFs)9 and fotm10 38 by the 
dealers/transporters respectively. 

4 AC MS-2 Agra, AC M S-1 and 2 Barc i lly, AC M S-Bulandshahar, AC M S- 1, 4, 5 and 6 Gautam Bud ha Na gar, AC 
MS- I . 2. 3 and 4 Ghaziabad. AC MS-2 and J Gorakhpur, AC MS- I a nd 2 Jhans i, AC MS-1. 2 a nd 3 Kanpur, AC 
MS- I Lucknow, AC M S- 1 and 4 Malhura, AC MS-2 .4 and 5 M ccrut, AC MS-2, 3 and 5 Moradabad, AC MS-1 , 3 
and 4 Saharanpur, AC MS-Mughalsarai at Varanasi, AC MS-1 C handauJ i at Varanasi, AC MS-2 Naubatpur 
Chandauli at Varanasi , AC MS-4 Varanasi. 
DC (SIB) Range A and B Agra, DC (SJB) Range A and B Bare ill y, DC (S IB) Ra nge A and B Gorakhpur, DC 
(S lB) Range .Jhansi, DC (S IB) Range A, C and D Kanpur, DC (S IB) Range Mathura, DC (S IB) Range A & B 
Meerut, DC (S IB) Range A and B Moradabad, DC (S IB) Range A a nd B Saharanpur, DC (SlB) Range A and B 
Varana si. 

6 Agra, Aligarh. Bareilly, Gautam Buddha Nagar, Ghaziabad I, Gorakhpur, Jhansi, Ka npur l and II, Lucknow I, 
Meerut, Moradabad, Saharanpur and Varanasi I. 

7 AC MS-I , 3, 4. 5, 6 , 7 and 8 Agra, AC MS-9, 10, 11and 12 Kanpur, AC MS-2, 3, 4 and 5 Lucknow, AC MS-2 and 
3 Mathura. 

8 Ghaziabad-11 , Lucknow-II and Varana si- II 
9 TDF is a doc ument to be carried by driver or person in-charge o f a vehic le comi ng from a place outside the State 

and destined for a place outside the State, passes through the State (UP). As a proof that the good s laden in vehic le 
is not for sale in VP. Online system introduced in 27 July 2009 vide c ircular no. Check post/528/Vanijya kar dated 
27 Jul 2009. 
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For the implementation of the IT system as per VAT Act (w.e.f. 1 January 
2008) computerisation work was carried out with the help of National 
Informatics Centre in Mission Mode Project. Moreover a time frame fo r the 
same was also p rescribed by the Government of India vide letter ' 1 dated June 
20 I 0. As per benchmark laid down the fo llowing works were to be completed 
by December 20 10: 

(i) Certification and testing of application by an independent agency like 
Standardisation Testing and Quality Certification (STQC) is to be 
done as soon as the application is read y fo r use. 

(ii) Disaster management plan to ensure that system runs 24x365 days 
even in the case of long power outages, floods, earihquake, virus 
attacks etc. 

As part of the funct ions of Check Posts was taken over by these computerised 
online systems of the Department, we conducted an IT audit of the TDF 
system. Our findings are as fo llows: 

2.8.7.1 IT Audit of Data Bank of TDF 

The National Informatics Centre (NIC), 
Lucknow has developed software for issuing 
/downloading transit passes/Transit Declaration 
Form (TDF) for carrying goods from one State to 
another State via Uttar Pradesh to provide 
enhanced Management Information System 
(MIS) and reporting capabilities for smarter 
decision making, thereby helping in arresting tax 
evasion and resulting in greater revenue 
mobilisation. The software designed by the NIC 
was a web-enabled application with Java Server 
Pages in the front end and Oracle RDBMS 
(Relational Data Base Management System) at 
the back end. All the Departmental offices have 
their own Local Area Network (LAN) and are 
connected with the central server in 
Commissioner's office, of a Wide Area Network 
(WAN) through Bharat Sanchar Nigam Limited 
leased line (64 kbps). 

passes stored was reliable and centralised data 
Headquarters for effective use of MIS. 

A formulated and 
documented IT policy 
is essential to ensure 
adherence to time 
frame, integration of 
business plan with IT 
plan and to prevent 
inconsistency and 
aphorism in decision 
making. 

We conducted IT 
audit of data bank of 
transit passes issued/ 
downloaded to ensure 
as to whether IT 
strategy and IT policy 
existed m the 
Department, System 

Requirement 
Specification (SRS) 
was documented, data 
bank relating to transit 

was being evaluated at 

The data bank relating to transit passes were analysed using computer assisted 
auditing tool viz. IDEA (Interactive Data Extraction and Analysis) for 
examining the correctness, completeness and integrity of the data. The 
Department could make available the data for the period from I 1 February 
20 10 to 16 December 2012 only and this was analysed for existence and 
adequacy ofIT contro ls and efficiency and effectiveness ofIT support system. 

1° Form-38 is a form of declaration to be carried by registered dealers of UP who intend to bring/import taxable 
goods from any place out side the State, for the purpose of business. Online download ing syste m introduced in 
September 2009 vide circular no. Check Post-Form-38 vyawastha/09 10045/Va111jya Kar dated 28 August 2009. 

11 F. No. S-3 10 13/2/20 I 0-SO/(ST), dated 24.06.2010. 
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We noticed that the Department did not formulate policies for implementation 
oflT system, computer security policy, change management control (to ensure 
that changes to a product or system are introduced in controlled and 
coordinated manner), storage of back-up data, disaster recovery and business 
continuity plan. These points have been discussed in succeeding paragraphs. 

During ex it conference, the Government stated (September 20 13) that the 
Pol icies and Framework are being developed in the light of IT system of CT 
Department. 

The reply confirms that po lic ies rules and procedures were not developed and 
are stil l in the process of being developed. 

2.8.7.2 Disaster management and business continuity plan 
We fo und that there is no d isaster management and business continuity plan 
outlining the action to be taken immediately after a disaster and to ensure that 
the data processing operation could be re-started immediately. The backup of 
the database is maintained by the NIC on incremental basis whereas the 
backup of the whole database should also be stored at the place other than 
premises of Department so as to ensure the ava ilability of data in case of 
natural or technological calamities. The key configuration items viz. hardware, 
software, personnel and other assets which were required for continuity of the 
IT activities in case of disaster, had not been identified and documented. 

During exit conference, the Government stated (September 2013) that the data 
back-up is being kept in tape drive and hard disk at State Data Centre of NIC 
established in Yojana Bhawan. Disaster management plan and procedures are 
being developed. 

From the above it is c lear that the Government could not achieve the bench 
mark of disaster recovery plan to be completed by December 2010. 

We recommend that the Disaster management plan and business 
continuity plan be put in place. 

2.8.7.3 Input and validation controls 

Input controls are introduced to ensure that data 
entered in system fulfills defined criteria and are 
genuine and complete. It also addresses data 
consistency issue. The system design and its 
operation should be adequate to capture the data 
from the inputs. In case of deficiencies in the 
input contro l and validation checks, there are 
possibilities of errors in generation of transit 
passes and the related data bank on the basis of 
filling fake data. 

To ensure correctness, completeness and 
reliability of the database, it is necessary to 
ensure application of appropriate controls during 
the data entry. Such contro ls ensure that the data 
received fo r processing is genuine, complete, 
valid, accurate and properly authorised and the 
data transfer is done accurately without 
duplication of fie lds and all the fields are duly 
filled in before the data is entered in the system. 

23 

The system design and 
its operation should be 
adequate to capture the 
data from the inputs. In 
case of defic iencies in 
the input contro l and 
validation checks, there 
are possibi lities of 
errors in generation of 
trans it passes and the 
related data bank. 

We checked the data 
bank of 1,04,62, 126 
trans it passes covering 
transaction value of 
~ 98, 11,54,740.90 crore 

generated/ downloaded 
during the period 
11 February 2010 to 16 
December 2012 and 



A udit Report (Re11e1111e Sector) for tlte year ended 3 I Marclt 2013 

noticed that number of transit passes downloaded increased to 4, I 0, 189 in 
March 2012 against the trans it passes numbering 4,726 in February 2010. 

Scrutiny of the database of TDFs revealed that in 6,50,971 cases many crucia l 
fields like description of goods, weight and units, owner ' s name, depatture 
State, destination State etc. were left blank. Further in a number of cases fie lds 
like value of goods, b;/ity number, number of bills etc. were entered as zero. 
Details are mentioned in the table no. 2.8: 

SI. 
'.\o • 

Field ... Chassis number • Departin State 
Descri tion of oods -· .. 

4. Destination State 
5. En ine number 
6. Owners 
7. oods 
8. Name of trans orter 
9. Value of goods 
10. Bili number. 
11. Number of bills 

Table No. 2.8 

Field details 
Blank/Zero 

Blank 

Zero 

No. of cases 

6,662 
5,748 

32,490 
• • 

6,661 
6,023 

36,006 
18,997 
70,878 

3,71,154 
60,376 

Our analysis of the database revealed that fo llowing fie lds contained 
incorrect/umeali stic data as detai led in the table no. 2.9: 

SI. 
:\o . 

Fil'ld 

Table No. 2.9 

Fil'ld dl•t:tils No. of c:tses .. .. Date of entr /exit Not available in correct format 19,400 
Exit date earlier than ent date 35 

3. Exit date Exit date was less than four days 
from Ent date 

4. Vehicle number and Multiple downloading of TDF for 
trans orter same vehicle on same da 

: • t • t 

7,93, 593 

During the exjt conference, the Department stated (September 2013) that the 
problems have now been rectified after web-site security audit and 
updation/modification of software in respect of incorrect date format. The 
Department further stated that due to data conversion in the Excel tab le 
format, the data of dates might have been changed. We do not agree as the 
reports are generated by the IDEA 14 and there is no convers ion of date field as 
IDEA software analyses databank witho ut any data convers io n. 

In case of transit passes downloaded for less than four days and mu ltip le 
passes downloaded fo r same ve hicle for same day, the Department stated that 
so many places in the State exist where vehicles plied across with in five to six 
hours. We do not agree as the entry point and destination in above mentioned 
cases at serial number 3 and 4 of the table above was beyond 390 ki lometers 
where it was not possible to perform the return journey in one or two days. 

12 Dates of entry in the Staie and exit out of State should be filled in DD/MM/YYYY i. e. 0211 1/20 12. 
13 o vehicle can exi t out of Sta te before its entry so cmry date must be of earlier period than exit date e.g. entry date 

17 /04/20 I 0 while exit elate I I /04120 I 0. 
14 A certified Internationa l audit tool used by C&AG. 
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2.8.7.4 Weaknesses of online TDF system 

Under the provisions of Section 28 of UPTT Act 
and Section 49 or UPV AT Act, CPs at strategic 
points along :ts 1Jorders with the neighbouring 
States were established with a view to check the 
evasion of tax by irregular import of goods into UP 
and their non-accounting in the books by the 
dealers. The CPs were responsible to: 

• 

• 

• 

Check the unauthorised entry of vehicles 
carrying taxable goods into the State by 
endorsing and checking the import 
declaration forms (Form-38). 
Issue transit passes (Bahati) to the 
owner/transporter of the vehicles carrying 
taxable goods from outside the State and 
bound for another State, transiting through 
the State ofUP. 
Endorsement (Cancellation) of the transit 
passes at the exit CPs. 

With effect from I 
January 2008 
UPV AT Act was 
enacted. At that time 
83 CPs were 
worlcing at strategic 
points along its 
borders with the 
neighboring States. 
During 2008-09 and 
2009-10, all the CPs 
were abolished 111 

two p hases i. e. 46 
CPs 1 in June 2008 
and 37 CPs16 in July 
2009. 
A substitute online 
system of 
downJoading of 
Transit Declaration 
Forms (TDFs) and 

Import Declaration Form (Form-38) by the dealers/transporters was begun in 
July 2009 17 and September 2009 18 respectively. In the new system 
informatio n 19 on 19 points was to be filled up onJine by transporter/vehic le in 
charge. After filling the required information TDF having self-generated 14 
digits number was issued onJine. By taking copy of this TDF vehicle in charge 

· was a llowed to pass through the State. TDF was valid for four days from the 
date of entry and it was deemed that vehicle will pass out of State within thi s 
period. There was a gap of 12 months between abolition of 46 CPs and the 
implementat ion of online downloading system of the TDFs. Because of that 
gap routes of UP of those areas where CPs were abolished were not covered 
by any TDF. 

We noti ced that no system fo r ana lys is/monitoring of downloaded TDFs at 
MSU/Zonal/Headquarters level was established. Further no electro nic system 
was introduced which could confirm that the goods destined for a place out of 
State has actually passed out of the State. We further noticed that while an 
online downloaded TDF is va lid for four days, there is no system check to 

15 Acchnera, Amarpur, Ambabai , Bhagwantpura, Bangra, Bindhamgunj, BadshahiBagh, Bhopura, Bhoyapur, 
Chakhani, Chanddiyar, Devarimau-Ranipur, Dungarwala, Dumchadi , DL Chauraha, Governdhan, Hathinikund, 
lndrapuri, Jhuppa. Gram Khumva. Kumhraura, Kundali Bangar, Kul esara , Kuwa ngaon, Maharajpur, Makanpur, 
Mehrauna, Mohand, Maswari Chauraha. Madhotanda. Naglabich (Nandgaon), arain Nagla, Naraini Chauraha, 
Panwadi, Rainanagar, Raipuri , Rampur Bujurg, Sahibabad (Kadkadpul),Samaur. Saunkh, Shamsa bad, Sitapur, 
Suanwala (Bhootpuri), TP Nagar, Tilakothi, Wipravali. 

16 Amariya, Aamtanda, Audimod, Bara, Bhabni, Bhaguwala, Bharauli. Bhurahedi Gra m, Badkala, Badhni, 
Chaukhata, Drumundgunj , FatehpurSikri , Gauri fanta, Gauripur, Harinagar, ICD No ida, Kairana, Kaudiya, 
Kaushal gunj , Kotwan. Loni, Majhola. Masaura, Mohan Nagar (includi ng Mohan Nagar Extension), Mugarra, 
Naubat pur, Raksa , Rupaidiha, Sainya, Shahjahanpur, Srinagar, Sonauli , Tamkuhi raj , Thakurdwara, Udi , Vijai 
Na gar. 

11 Circular No. Check post/528/ Vanij.va kar dated 27 July 2009. 
18 Circular No. Check Post-Form-38 vyawastha/09 10045/ Vanijya Kar dated 28 August 2009. 
19 (i) Depart ing place of vehicle (ii) Destination place (iii) Vel1icle number (i v) Chassis number (v)eEngine number 

(vi) Transporter's name and address (vii) Present address as mentioned in insurance policy of vehic le (vi ii) 
Vehicle owner' s name and address (ix) Detai l of routes inside the State (x) Expected date of entry in State (xi) 
Expected date of exit from State (xii) Total number of bilities (xiii) Total number of bill s (xiv) Total number of 
uni ts (xv) Va lue of goods (in words) (x vi) Value of goods (in number) (xvii) Description of goods (xviii) Weight 
of goods (xix) P1i nting (server IP address). 
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prevent multiple generation of TDF forms fo r the same vehicle for same day, 
despite the fact that distance between entry and exit points precluded multiple 
trips on same day. 

To a~certain the correct utilisation of TDF with respect to revenue we test 
checked and analysed the data of 99,000 TDF out of 1,04,62, 126 downloaded 
by the dealers from Departmental website between the years 2010 and 2012 
and noticed that: 

• 3,605 dealers consigned their goods by road from one State to another 
through Uttar Pradesh by downloading 44,3 18 TDFs i.e. 44.77 per cent of 
total analysed 99,000 TDFs. The downloading ranged between fi ve times 
and 569 times for the same consignment dispatch details for the same 
destination covered by the same vehicle from same route and fo r the sam e 
entry and exit places, dates in Uttar Pradesh, though only one TDF is 
required to perform complete journey from one state to another state till 
the handing over of goods to the purchaser. We noticed that Department 
did not examine this anomaly despite the fact that it was a continuous 
phenomenon from 2010 onwards and 425 forms in multiples were 
downloaded in 2010-11 , 486 in 2011-12 and 36 in 201 2-13 (upto May 
2012). 

• Out of 3605 dealers, 27 dealers showed consignment of their goods valued 
at ~ 133 .60 crore by download ing 91 1 TDF from one State to another 
State. 

We noticed that each of these vehicles had downloaded a TDF for a date 
one/two days prior to the entry date in the 2nd TDF. We fu rther noticed that 
the distance between original p.lace and destination place20 as per the 
earlier downloaded TDF were too far apart for any vehicle to make onward 
and back journey in one/two days, hence legitimate use of the 2nd TDF 
downloaded in one/two days later is not physically possible. 

Five dealers had downloaded multip le TDF for 15 vehicles for 
transportation of their goods showing loading at different places with 
different d ispatch dest ination of more than one State with the different 
entry and exit p laces in Uttar Pradesh on the same date for the same 
vehicle. Though one vehicle can be loaded at one place in a State for a 
particular destination in other State with one entry and exit place in UP. 

• It was revealed that two transporters downloaded multip le TDFs with the 
same entry and exit dates for the same vehicle. This process was practiced 
by 12 transporters. 

• We fu tt her, noticed that the IT wing of the Department had not established 
a system to detect the above and forward the same to the MS and SIB 
wings fo r analysis and fu rther action in revenue interest. 

• We cross checked the MIS website of the Department and noticed that the 
data was not automatically updated but manually uploading was done only 
twice a day2 1

. Due to manual uploading of TDF data only two times a day, 

20 e.g. Ahmedabad (Gujrat) to Biratnagar ( epal), Alarsa (Gujrat) to Dhuli yan (West 13engal), 
Bhiwandi(Maharashtra) to Kathmandu (Nepal), Indore (MP) to Bard wan (Bihar), Ja mshcdpur (Jharkhand) to 
Barmer (Rajasthan), Katni (Madhya Pradesh) to Dalsinghsa ray (Bihar), Ludhiana (Purtj ab) to Cuttak (Orrissa), 
Parwanoo ( Himachal Pradesh) to Patna (Bihar), Patna (Bihar) to Pune (Maharasht ra) and Satna (Madhya Pradesh) 
to Giridih (Jharkhand). 

21 At 07.54 a.m. and 01.54 p.m. 
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there is a risk of the vehicles going back from jurisdiction of concerned 
MSUs in border areas like Agra, Bulandshahar, Ghaziabad, Jhansi, 
Mathura etc. after unloading the vehicles and resultant inability of 
enforcement wing to check these vehicles. This fact was accepted by field 
Enforcement un:ts. 

During exit confen.:nce, the Department stated (September 2013) that MIS 
report related to all online applications operated by the Department are 
available on Departmental website through user ID and password allotted to 
Departmental officers which provided roll based and consolidated reports. 
Vehicle wise, Day wise, State wise, Entry location wise, Exit location wise 
and Commodity wise reports of online downloaded TDFs available on 
website. Besides this officers can verify TDF at real time through SMS. 

We do not agree with the reply as department has not examined and analysed 
the cases pointed out by us and cross checked them with data of vehicles 
caught by MSUs to mle out the risk of these vehicles having gone through 
unchecked. Further TDF verification facility through SMS is fruitful only 
when the vehicle comes under checking by MSU otherwise there is a risk of 
the vehicles intending tax evasion returning after unloading goods in the State 
before data of downloaded TDFs is posted on website. 

2.8.7.5 Absence of mechanism regarding transiting of taxable 
goods from the State 

As per provision of Section 28B of UPTT Act 
and Rule 87 of UPTT Rules and under Section 
52*of UPVAT Act and Rule 5g** made 
thereunder the driver or person in-charge of a 
vehicle carrying goods referred to in sub 
section (1) of Section 50, coming from a place 
outside the State and destined for a place 
outside the State, passes through the State, the 
driver or person-in-charge of a vehicle shall 
carry such documents and follow such 
procedures as may be determined by general or 
special order issued by the Commissioner from 
time to time. 
Under Section 49 of UPV AT Act the 
Government was empowered to establish 
Check-posts or Barriers at such places as it 
may deem fit. This provision was omitted vide 
notification no. 1230 (2) /79-V-1-09-1 Ka 
21 /2009 dated 27 August 2009 . 
• 

Amended vi de notification no. KA.N1.-2- l 980/XI dated 27 August 
2009. 

** 
Ame nded v ide notification no. KA.Nl.-2-241 /Xl dated 4 
2010. 

We analysed the impact 
of the absence of a 
mechanism to provide 
assurance to the 
Department that 
consignments trans1tmg 
through the State have 
actually crossed the State, 
and found that in only six 
zones22 between 2007-08 
and 2008-09, there were 
14,632 cases of non-
submission of transit 
passes at exit CPs 
covenng the taxable 
goods valued at 
~ 4,448.60 crore. As per 
provision of the UPTT 
Act and UPV AT Act, tax 
of ~ 557.67 crore was 
levied. From 2008-09 
(July 2008 onwards) to 
2011-1 2, the number of 
cases of invalid/no TDF 
caught by MSUs have 

come down to only 30 covering the goods of~ 1.53 crore having tax effect of 
~ l.04 crore as shown in the table no. 2.10 : 

22 The data from the remaining seven zones was not made avaifable lo us while Kanpur - I showed the details as 
' nil '. 
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SI. No. 

2 
3 
4 
5 
6 

Table No. 2.10 

TDF not cancelled 

Before abolition of Check posts 

Period : 2007-08 to 2008-09 
Zone No. of Total Amount 

TDF not Amount of tax 
cancelled which is 

not 
deposited 

I, 

1,730.31 
985.37 

Ni l Nil 
Saharan ur 3,049 4.37,564.09 53.050. 70 
Varanasi- I 05 41.77 0 

Total 14,632 4,44,859.52 55,766.81 
Note: 1 P= ot provided. 

Cases caught by MSUS 

July 2008 to 2011-12 
No. of Total Amount of 

cases with Amount tax which is 
in\'alid/no not 

TDF deposited 

NP NP 
12 60.07 24.02 
0 0 0 

30 153.38 103.67 

It is clear that CPs have been inadequate ly substituted by MSUs which have 
not been as effective to check cases of unauthori sed off-loading of goods m 
the State. 

The detai ls of the total number of TDFs issued manuall y by the CPs during 
2007-08 to 2008-09 and the downloaded fi gures of TDFs between 2009-1 0 
and 20 11-1 2 are mentioned in the table no. 2 .11 : 

Table No. 2.11 

Vear Mode of ~o. ofTDFs Increase/ Percentage 
issued TDF issued Decrease increased/decreased 

2006-07 Manual 17,99.323 -- --
2007-08 Manual 20, 10,480 2,11 ,517 11.76 
2008-09 Manual 19,74,896 (-) 35,944 (-) 0 1.79 
2009- 10 Online 21,68,181 1,93,285 09.79* 

(September 2009 to March 20 I 0) 
20 10- 11 Online 37,19.217 17,44.32 1 88.32 
20 11-12 Onl ine 42,90,260 5,71 ,043 15.35 

Note: Data of manua lly issued TDFs for the pcnod Apri l, 2009 to August, 2009 was not avail able. 
*This increase was during seven months dLiration only. 

It is evident from the above table that during the years 2007-08 and 2008-09 
when TDFs were issued manually, there was increase of 11.76 p er cent and 
even decrease of 1.79 per cent. On introducing the system of o n.line issuance 
of TDFs (with effect from 1 September 2009) there was increase of 9.79 per 
cent in six months period only. Moreover, this jumped to 88.32 p er cent in the 
year 20 10-11 whereas there was no corresponding increase in downloading of 
Forni 3823 which is evident from the table no. 2. 12: 

Table No. 2.12 

(Number in lakh) 
Vear 

I 
:\'umber of Forms 31 / 38 Year 1'umber of Forms 38 (issued 

(printed and issued manually) manually and do'' nloaded b) the 
dealers) 

2006-07 7.50 2009-10 48.31 
2007-08 43.80 20 10- 11 18.48 
2008-09 34.05 20 11-12 37.65 

Total 85.35 Total 104.44 

This abnormal increase in TDFs is a.Isa not supported by the increase in the 
number of dea lers in the neighboring States . We further noticed that under the 
provision of manual issued under the UPTT Act24

, DC (CP) was responsible 

23 Declaration Forms for Import i.e. Form 3 1 a nd Form 38 defi ned under Section 28-A ( I) of UPTT Act and Rule 
83(4) (a) (i) of UPTT Rules 1948 and Under Section 50 of UP VAT Act and Rule 54 (3) of UP VAT Rules 2008 as 
the fom1 in which the na me, value and quanti ty of taxable goods imported in the State arc declared. 

24 In sub heading 11 (I) 3 of Chapter 2 of Vyapar kar Sahayata Kendra/Sacha/ Dal Manual issued under UPTT Act 
b authori t ofCTT. 
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for analysing the abnormal increase/decrease in number of TDFs but no 
equivalent provision has been made in the manual issued under the UPVAT 
Act. 

We studied the system for checking of TDFs data in other States and found 
that in States like Gujarat, Madhya Pradesh, Karnataka, Uttarakhand and 
Assam, CPs are still in existence. [n Bihar, where there was no system of CPs, 
the CP system introduced was with effect from June 2011. In Karnataka a 
specific system for verifying the TDFs has been introduced with effect from 
I July 201 I. 

During exit conference the Government accepted (September 2013) that the 
lacunae in the online TDFs system led to tax evas ion and stated that on 03 

r September 2013 :i the Department has implemented new system to check the 
systematic tax evasion being catTied out in guise of the TDF. 

We recommend that Department may consider establishing a system at 
entry and exit points in the State for information collection to facilitate 
the dealers to voluntarily ensure compliance of coda! provisions. This will 
confirm that goods loaded in other States destined for other States have 
actually passed from UP and check evasion of tax. 

2.8.7.6 Online downloading of Form-38 (Form of declaration for 
Import) without filling transaction details 

As per Section 50 of UPV AT Act and Rule 54 
(1) of the UPVAT Rules 2008, a registered dealer 
who intends to bring/import taxable goods to the 
State from any place outside the State in such 
quantity or measure or of such value as may be 
notified by the State Government in this behalf in 
connection with business shall either obtain the 
prescribed form of declaration (Form 38) from 
the assessing authority or shall download from 
official website of the Department in such 
manner as may be prescribed. 

In the meeting dated 06 July 2009 Government 
decided that filling of transaction details before 
downloading the Form would be mandatory for 
dealer. 

Facility of online downloading of Form 38 was 
introduced with effect from 01 September 2009. 
Accordingly eligible dealers can download the 
form 38 online after feeding of date of 
downloading and details of the firm. Form 38 
shall be utilised within three months from the 
date of downloading the same. The detail of 
utilisation of Form-38 is to be given online 
within seven days. 

We noticed that while 
as per the decision of 
the Government26 the 
filling of transactions 
details like name of 
goods, quantity, value, 
name and address of 
selling dealer was 
mandatory, however 
in the circular27 

issued by CCT stated 
that dealer could 
download Form 38 by 
only filling self-details 
like date of 
downloading, name of 
issumg office and 
name and address of 
dealer. The dealer was 
given the facility to 
fill the remammg 
transaction details like 
name of goods, 
quantity, value, name 
and address of selling 
dealer, at time of 
online submiss ion of 

25 Viele circular no. Sacha/ Dal - Transit Pass- 20 13- 14/ 1341 /13 1404 1 dated03 .09.2013. 
26 In meeti ng date 06 July 2009. 
27 No. Check Post-Form-38 vya1ms1hal09 100451Va 11ijva Kar dated 28 August 2009. 
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the utilisation fo rm seven days after utili sation. Hence the transaction details 
would be available to department fo r cross check only tlu·ee months and seven 
days after downloading of the Form-38. The circu lar of the CCT of August 
2009 was at vari ance with the decision of the Government taken in July 2009. 
Non fi lling of mandatory fi elds like name of goods, quantity, value, name and 
address of selling dealer lead to a risk that the same fo rm can be printed and 
used multiple times during the three months seven day period. 

When CPs were in existence, Form-38 was requ ired to be endorsed by the CP 
at entry into the State and thi s endorsement provided a check aga inst repeated 
use of the same fo rm. This lack of app lication contro l in fo rm of mandatory 
fie lds in the downloadable Form-38, brings out a clear risk of goods being 
brought in UP fo r sale, out of accounts and ultimate ly loss of revenue to the 
Department/ Government. 

The uti lisation against downloaded fonns was to be submitted onl ine within 
seven days of utili sation. We also noticed that uti lisation in respect of 15.33 
per cent to 19 per cent of the downloaded fonns has not been submitted. 
Detai ls are mentioned in table no. 2. 13: 

Table No. 2.13 

Year Total number of Form-.18 lltilisation submittl•d Difference 
d1mnloadcd 

2009-10 46,533 Nil 46,533 
2010-11 18,48,298 15,60,832 2,87,466 
2011-12 37,64,719 31 ,87,381 5,77,338 
2012-13 44,96,865 36,41 ,038 8,55,827 

In rep ly (May 201 3), the Department stated that the system of Karnataka, 
Gujarat and Maharashtra state was studied prior to implementation. We do not 
agree with the reply as the system of Gujarat and Karnataka is di fferent and 
online feeding of all the particulars of transaction of goods being transported is 
compulsory before its movement and the same is verified by the officers-in
charge of CP. As CPs do not exist in the State, a strong application control to 
check mjsuse of form-38 was needed. 

We recommend that the Department may consider making provisions for 
mandatory filling details of tra nsaction online before download ing Form-
38 in line with the Government's decision of J uly 2009. 

2.8.7.7 Identification of repeated offenders and caught 
unregistered dealers 

Under the provision of Sub Section-I of Section 
17 of UPV AT Act, read with Sub Section 4 of 
Section 3 of the Act, every dealer whose taxable 
quantum of turnover in a year i s ~ 5 lakh wi ll be 
liable to pay tax and shall obtain registration 
certificate issued by the prescribed registering 
authority in the prescribed form and manner. 
Further, under the provision of Section 54 ( l ) 
(7) of UPVAT Act, if a dealer being liable for 
registration carried on business without getting 
the registration, he shall be liable to pay penalty 
at the rate of ~ 100 per day during which 
business was carried. 
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Government of UP will ensure that the important benchmarks are achieved. In 
compliance of the above order the Commercial Tax Department got the 
necessary software developed by the National Informatics Centre Services 
Incorporate (NICSI). 

We studied the computerisation process of the Depaiimcnt and fo und that 
there was no specific module28 related to working of Enforcement Wing of the 
Department. We checked the records of the offices of 25 MSUs and found that 
details of I 5 l unregistered dealers, who were caught carrying the taxable 
goods worth more than ~ 5 lakh, were available in the Panji-529 for period 
between 2008-09 and 20 1 1-1 2, an important record maintained by the MSUs. 
Though necessary security/penalty/tax of~ 6.54 crore was realised from them 
but there was no system to ascertain whether the same dealer/transporter was 
caught one or more time in a year. We also found that out of 1946 cases30 

there were 123 cases wherein the same vehicle was caught more than once, 
carrying goods of value ~ 4.35 crore on which penalty of~ 1.4 1 crore was 
imposed. However there was no method to compile the info1mation of such 
repeated offenders for appropriate action against the same. A module in the 
software could have made su ch information available to the Depa1iment. 

We recommend that Department may consider identification of dealers 
caught evading tax on consignment of ~ five lakh and above, by an 
enforcement module software which may also have a provision for 
identification of and maintaining profile of repeat offending dealers. 
Appropriate provision for registration and minimum penalties on such 
dealers should also be considered. 

2.8.8 Working ofMSUs 

The Mobile Squad Units (MSUs) are deployed to check evasion of tax during 
movement of goods within and transiting through the State not covered by 
prescribed documents3 1/ info rmation and purported the belonging to 
unregistered dealers. Assistant Commissioners (Mobile Squad) are officer in 
charge of their MS Us. Their main responsibility is to check goods transported 
through vehicles and in godowns of transporters under the provisions of 
Sections 45, 46, 47, 48, 50, 51 and 52 of UPVAT Act. Their other 
responsibilities are to co llect bills, with collection of bills of sensitive goods 
and leading manufacturers being a prio rity. They are required to check 
movement of goods with fake documents inside the State, prevent tax evasion 
with reference to goods imported by rail and roads through effective search 
work. The MSUs are required to seize the goods not covered by prescribed 
documents, assess the va lue of the taxable goods being transported and levy 
the prescribed penalty/realised security amount32 prior to releasing the goods. 

We test checked the records33 of office of the CCT and noticed that when 83 
CPs were in existence prior to June 200834

, as per norms 267 ACs and 422 

'
8 Modules - for TDF module, e-payment module, e- return module, e-registration module, e- form module (for Form 

38 etc.) online MIS module and online GRC (Grievance Redressal Cel l) module. 
2~ Pa11ji 5 is a register with details of vehic le number, Name and address of the transporter, name of the commodity, 

estimated value of goods and amount of penalty/security imposed. 
30 Where value of goods se ized was more than~ two lakh. 
31 lnvoice/Cha llan copy, TDF/Form-3 l/Forrn-38. name of dealer, value of goods, weights, measure or number etc. 
32 Prescribed Lmder Section 48 (5) of the UPVAT Act 
31 Annual Repo11s of the Departme nt and Enforcement Manual. 
34 Check-posts were abolished vi de order no. vi de noti fi eation no. Ka.Ni.-4- 1080/ 1 1-2008-400 (35)/91 dated I 0 June 

2008 and KA.N/.-4-1459/ 11-2009-400(1 37)/2001 TC-5 dated 30 July 2009 of Government of UP 
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CTOs were to b e posted at the CPs35
. After the abolitio n of CPs to strengthen 

enforcement activities, 95 new MSUs were sanctioned36 increasing number of 
MSUs from 55 to 150. 144 un its (including two units at Headquarters for 
control room) were in operation in 20 12-1 3. The sanctioned strength for a 
MSU is: - One AC, two CTOs, others (driver, clerks etc.) five. 

We noticed that there is gap between sanctioned strength between the offic ials 
engaged in enforcement activities before and after abol ition of CPs. This 
shows that the planning for staffing of mai n enforcement wing was not 
optimum. The officers/staff of the abolished CPs37 were not deployed for 
enforcement activ ities. The deta ils are as mentioned in the table no. 2 .14: 

Table No. 2.14 

Particular' Sanctioned '' rl'ngth he fore abolition of Cl's Sanctioned Difference 

For CPs as pl·r For :\ISL's rot:il strcni:th uftcr 

norms of E\I abolition of 
Cl's 

For \ISl's 

A Cs 267 55 322 150 172 

CT Os 422 110 532 300 232 
Others 559 275 834 750 84 

2007-08 

2008-09 
(Apr. 08 

The details of number of vehic les caught by the CPs and MSUs and the 
revenue realised in form of penalty/securi ty are mentioned in the table no. 
2.15 : 

Table No. 2.15 

83 NA NA A NA 
NA NA 

to Jul.08) 
3,242.39 3,242.39* 

2008-09 
(Aug. 08 NA NA 
to March, 

37 NA NA NA NA 

09 
2009-10 Nil Nil Nil 136 15,990 6,859.15 15,990 6,859.15 • 68.05 
20 10-1 1 Nil Nil Nil 136 21 ,693 9,079.67 21 ,693 9 ,079.67 (· 57.70 
2011-12 Nil Nil Nil 136 21.446 11 .294.50 21 446 11 294.50 • 47.39 

*Figures as given by Department for 2008-09. 
A= Figure not available with Department. 

It would be seen from the above that: 

• During the period from 2009-10 to 20 11-12, number of MSUs 
increased by 147 per cent compared to 2007-08, whereas the revenue 
realisation actua ll y decreased between 47.39 to 68.05 per cent. 

• The number of vehicles caught was almost same during the period 
2007-08 to 2011-12 desp ite the increased number of MSUs which 
indicates inadequate substitution of CPs by MS Us. 

During ex it conference Government stated (September 2013) that during CPs 
there was a continuous checking system so more manpower was deployed. 
After abolition of CPs in MSU system there is system of surprise checking, so 
staff was deployed as per requirement. 

35 As per norms prescribed in Cha pter 3(3) of Bikri kar Jaanch C/1oll'ki Sacha/ Dal Manual persons were posted at 
check-posts. 

36 Vide notification no. Ka.Ni.-4-1080111-2008-400 (35)/91 dated IOJunc 2008. 
37 No. of CPs 83. no. of AC 267 and CTOs 422. 
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We do not agree as even in surprise check there is need for deployment in 
shifts so that randomness is mainta ined . The sanctioned strength of the MSUs 
is des.igned onl y fo r a single shi ft . Hence, out of 24 hours the MSU is acti ve 
onl y fo r one duty shift, showing inadequate substi tution of CPs by deployment 
of MS Us. 

2.8.8.1 Operational gaps in MSUs 

Under Section 45 ofUPVAT Act, Mobile Squad 
units inside the State are responsible for 
checking the movement of goods, not covered 
by proper documents. The duties and 
responsibilities of the MS have been laid down 
in the Enforcement Manual of the Department. 
The mobile squads have been established to 
check evas ion during transpo1tation of goods 
and to seize goods not covered by valid 
document etc. Para 2(1) (xi ii) of Chapter-10 of 
Enforcement Manual specifically states that the 
MS in a zone should be deployed in su ch 
manner that there remains no break even on 
public holidays. 

With a view to check the 
effectiveness of Mobile 
Squads 111 checking 
evasion of tax by 
irregular import/ 
transport of goods into 
the State, we test 
checked the records38 of 
35 MSUs39 and fo und 
that during 2008-09 to 
2011-1 2, MSUs were 
not deployed 111 

accordance with the 
prov1s1ons of 
Enforcement Manual. 
The number of days of 
operation of MS ranged 

between 78 and 343 days in a year. Deta ils are indicated in Appendix-I. 

Thus the purpose of stopping leakage of revenue through deployment of 
Mobile Squads without break was defeated. 

During the exit conference the Department stated (September, 201 3) that 24 
hours road checking was not possible as after se izure of vehic les/goods, other 
fo m1alities li ke Physical Verification, Issue of Notice and Depositing of 
Security etc. were performed by the Mobile Squads. As such round the clock 
watch on a ll the roads by M SUs was not possible. Further, the Depa11ment 

.' stated that the data as compiled by audit is hypothetica l. 

We do not agree as the reply was not in conform ity with the provisions of the 
Enforcement Manual. As regards genu ineness of data it is stated that the 
details have been worked out from the log books of the vehicles assigned to 
Mobile Squads. 

38 Log book of vehicles a ttached to the MSUs. 
39 AC (MS)-2. 4. 5, 7 and 8 Agra, AC (MS)- 1 and 2 Barcill y, AC (MS) Bulandshahar, AC (MS)- 1 Chandauli , AC 

(MS)- 4 Gautam buddha agar. AC(MS)- 1, 2. 3. and 4 Ghaziabad. AC (MS)-1 and 2 Jhansi. AC (MS)-1. 2. 3, 8 
and 12 Ka npur, AC (MS)- I and 5 Lucknow, AC (M S)-4, Mat tmra, AC (M S)-2, 4 and 5, Meerut, AC (MS)-3 and 6 
Moradabad , AC (MS) I , 5 and 6 oida, AC (MS)- I and 4 Saharanpur and AC (M S)-4, Varanasi. 
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2.8.8.2 Non-functional Control Rooms and non-availability of 
devices 

Under the provision of Para 2 (c) 3 (i) of 
Chapter 4 of Enforcement Manual JC (SIB) is 
responsible for establishment of control room at 
zonal level for monitoring of enforcement 
activities by deriving an effective information 
network. 

Para 1 of Chapter 10 and Para 2 of Chapter 4 of 
Enforcement Manual AC/M:SUs are responsible 
for checking the vehicles on the basis of 
collection of data of daily downloaded Transit 
Declaration Forms (TDFs) with the help of 
internet. JC (SIB) is responsible for planning 
and monitoring. 

In audit of 35 units of 
M SUs of I I zones 
between April, 201 2 and 
March, 20 13 we noticed 
that in six zones40

, the 
Contro l Rooms were 
established, but in two4 1 

of these, the control 
room was not 
functioning as no 
staff/MSUs was posted 
there. Also there was no 
internet connection in 
the control rooms 
established for the 
purpose of analys is of 

TDFs, verifi cation of Tax payers Identification N umber and address of dealers 
etc. We fo und that no contro l rooms were established in five zones42

. 

Resultantl y purpose of establishing the control room was not fulfil led, which 
can be seen from fact that only 21999 cases were detected (between 2009-10 
and 2011-1 2) in the seven zones43 where the Control Rooms were not 
established/non-functioning when compared to 201 87 cases detected during 
same peri od in the four zones44 where Control Rooms were fu nctional. Thus 
effici ency was better in zones where Control Rooms were established. 

We further noticed that no devices45 with internet connectivity have been 
provided to the officers of MS units for verification of informatio n such as 
name and address of the dealer, Taxpayers Identification Number (TlN) etc. 
related to consignment loaded in the vehicle. The absence of such devices and 
with non-functional contro l rooms, the officers had no way to verify o r cross 
check the info rmation regarding the consignment can-ied by the vehicles when 
the MSUs are in the fie ld. After withdrawa l of provisions of Rule 55 (2) of 
UPVAT Ru les vide notification no. Ka.Ni. -2-241/X I-9 (295)/07-UP Act-5-
2008-UPVAT niyamavali-08-order-(55)-2010 dated 4 February 2010 the 
MSUs in-charge has no authority to demand the documentation with reference 
to the ownership of vehic le to ascerta in the genuineness of consignment and 
its owner on the spot. 

The MSU officers have a push and pull SMS fac ilit/ 6 for verification of TIN 
numbers of registered dealers o nl y, and getting the TDF details of a vehic le, 
ho wever, we no ticed lha l no CUG47 fac ility has been g iven to the Department 
offic ia ls fo r the same. 

During the ex it conference the Governme nt stated (September 201 3) that 
devices are not available and that providing of the same was under 

40 Agra, Ghaziabad. Gorakhpur, Kanpur I & II , Vara nasi. 
41 Agra and Gorakhpur. 
42 Bareill y. Jhansi. Mccrut , Moradabad and Sah<1ranpur. 
43 Agra. Barcilly, Gorak hpur, Jhansi. Meerut, Moradabad and Saharanpu r. 
44 Ghaziabad. Kanpur I and 11 and Varanasi. 
45 Like laptops. Tablets. smart phones e tc. 
46 SMS 10 a specific number 
47 CUG Common User Group numbers. which a rc bil led at one source. 
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consideration. It further stated that there are grievance cells at Headquarters 
and zonal levels. 

2.8.8.3 Lack of monitoring on the deployment of MS Us 

[n compliance with the 
provisions of the EM 

Additional 
Commissioners Grade II 
are required to prepare 
monthly duty chart for 
MSUs in their zone and 
perfom1ing their duty 
accordingly. 

From the records48 of 42 
MSUs falling under 14 
zones we noticed that in 
six zones49 where 15 of 
the 42 MSUs were 
operating, no duty charts 
were prepared. Jn eight 
zones:io where 21 of the 
42 MS Us were 
operating, duty charts 
were prepared. 

Para 2 (1) of Chapter 10 of EM envisages 
establishment of beat according to requirement 
after identifying the entry roads into the city 
(covering area with two or more entry roads). 
Beat should be made as per requirement and 
number of beats may be kept as per number of 
MSU. In every beat one MSU will carry out 
road checking work on a!J high-ways under its 
jurisdiction. Duty of MSUs should be changed 
weekly. A link unit should also be nominated 
for every beat so that it could perform vehicle 
checking duties for itself and the other beat in 
case of in-operation of beat. Holidays for each 
MSU should be fixed in such a way that all 
MSU get one day rest in a week and 
enforcement work remains uninterrupted even 
during public holidays. Intensive checking 
around railway stations and airports are also be 
done by the MSUs. JC (SIB) is in charge of the 
MSUs in the range. 

During exit conference, 
the Government stated 

(September 2013) to remove that all concerned have been directed 
. shortcomings. 

48 Duty cha rL 
49 

Gorakhpur, Jhans i. Lucknow. Mcc rut, Moradabad and Saharanpur. 
50 Agra, Aligarh, Barcilly. GB Nagar .Ghaziabad, Kanpur I & JI. and Varanasi. 
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2.8.8.4 Circular issued in violation of Act 

Section 48 (7) of UP VAT Act provides that if 
the officer in charge of the MS after taking into 
consideration the explanation of the dealer finds 
that there is sufficient reason to seize the goods, 
will pass an order in writing mentioning the fact 
of such seizure and indicating the amount, not 
exceeding such amount as would be sufficient to 
cover the penalty likely to be imposed. As per 
Section 54 (1) of UP Value Added Tax Act, 
2008 the penalty of 40 per cent is leviable in 
such cases. CCT vide Circular no. Che.po.-25 
Ka-Paripatra/200810809 I 00 dated 03 February 
2009 prescribed that in the seizure cases of 
registered dealers transporting goods within the 
State and from outside the State respectively, 
without valid documents, the security value was 
to be realised at the rate of twice or three times 
the due tax respectively or 40 per cent of the 
value of goods whichever is less. This order was 
withdrawn vide circular no. Che.Po.-25Ka
Paripatra Jama praman patra/2009-
201010910060 dated 05 November 2009 . 

We checked the 
records of 2 1 MSUs51 

and co llected 
information from 13 
other MSUs52 and 
fo und that between 
February 2009 and 
November 2009, in 
303 I cases, goods of 
registered dealers 
va lued at ~ 128.97 
crore was seized by 
these MSUs. Security 
of ~ 19.22 crore was 
realised in these cases, 
being two or three 
times the tax due. As 
per provisions of the 
Act, security of 40 per 
cent calcu lated to 
~ 51 .59 crore was to be 
imposed. The revenue 
impact of circular of 
CCT issued m 
contravention of 

Section 48 (7) of the UPV AT Act led to short reali sation of security of ~ 32.37 
crore in the cases of these 34 MS Us alone. 

During exit conference, the Government stated (Sep tember 2013) that the 
circular did not violate the legal provisions of Section 48 (7). 

The reply is contrary to the Act which states to deposit such amount as would 
be sufficient to cover the pena lty like ly to be imposed. The penalty defined 
under Section 54 (1) is fi xed i.e. 40 per cent in these cases. 

51 AC (MS)- 2 Agra, AC (MS)-1 and213arci lly, AC (MS)-2 , 3 and 4 Ghaziabad, AC (MS)-4 Gautambudh Nagar. AC 
(MS)-2 Gorakhpur, AC (MS)- 1 and 2 Jhansi, AC (MS)-1. 2 and 3 Kanpur, AC (MS)- 1 Lucknow. AC (MS)- 1 and 4 
Mathura. AC (MS)- 6 Moradabad, AC (MS)-3 and 4 Saharanpur and AC (MS)-Mughalsarai and Naubatpur 
situated al Varanasi. 

52 AC (MS)-1. 3, 4, 5, 6, 7 and 8 Agra, AC (MS) 9 and 11 Kanpur, AC (MS) 3. 4 Lucknow, AC (MS) 2 and 3 
Mathura. 
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2.8.8.5 Monitoring of seizure cases of registered dealers 

Section 48 of UP VAT Act provides that if the 
officer in charge of the MS finds that there is 
sufficient reason to seize the goods, will pass an 
order in writing mentioning the fact of such 
se izure and indicating the amount, not 
exceeding such amount as wo uld be sufficient 
to cover the penalty likely to be imposed i.e. 40 
per cent of the value of the seized goods. On 
deposit of security amount as per provision 
under Section 48 (5), the goods are released. In 
the case of registered dealers the matter is 
forwarded to the concerned sector for further 
examination. 

These matters are required to be monitored by 
JC (Executive). 

mentioned in the tab le no. 2. 16: 

Table No. 2.16 

\'ear '.\o, or \ Chicles Total \ al Ill' or euods fotal 
sci1.ed 

Ree is l 1nrcei Rceistc l nrceist 
le red stered red ered 

2007-08 3014 5662 8676 52 57 87 89 
2008-09 6975 5563 12538 152.97 50.87 203.84 
2009-1 0 7504 8463 15967 218.75 79.81 298.56 
2010-11 4466 10725 15 191 134.94 109.26 244. 20 

20 11-1 2 4551 10668 152 19 133.63 128.99 262.62 
Total 26510 4 1081 67591 692.86 404.25 I 097. 11 

Source: Information collected during Audit. 

Dur ing the test check of 
records53 of 12 Zones54 

we noticed that MSUs 
caught 41 ,08 1 vehic les 
transporting goods of 
~ 404.25 crore without 
prescribed documents, 
between 2007-08 and 
20 11-12 and penalty of 
~ 176.62 crore in 41081 
cases of unregistered 
dealers was levied. In 
the case of registered 
dealers, 26,510 cases 
were sent to the AAs fo r 
assessment between 
2007-08 and 2011 - 12. 
The details are 

(~ in crore) 
Penal I~ Sent 10 Pl• na ll~ 

imposed \''in recoH·n· d 
( l nregb ~··ct or' in 

lel"l'd ) Sl'clo~* 

16 86 301 4 0 17 
21 .38 6975 1.90 
33 .79 7504 2.06 
46.96 4466 1.70 

57.63 4551 1.88 
176.62 26510 7. 71 

*Information available for only three zones (Agra, Aligarh and Kanpur-11) with Department . 

We noticed in the case of 17 MSUs55
, that out of the 17 ,151 vehicles seized56

, 

2,566 vehicles belonged to regi stered dealers carrying goods of total value of 
~ 190.96 crore. As per provision ~ 76.35 crore was realisable as penalty, 
whereas we noticed that only ~ 36.7 1 crore was real ised. Hence there was 
short realisation of~ 39.64 crore as security. 

We also noticed that the MSUs or their supervisory officers neither maintained 
any record to keep a watch on the action taken at the end of AAs i.e. 
rea lisation and impos ition of tax from the dealers caught by YISUs during road 
checking nor dev ised any system of sending periodic progress repo1t regarding 
imposin g of tax and rea lisat ion thereof by the AAs in respect of seizure cases 
of registered dea lers. 

53 Panji-5. 
5
' Agra, Aligarh. Barei ll y. Gorakhpur. Jhansi. Kanpur-I and II, Lucknow-I and II. Moradabad. Saharanpur and 

Varanasi- I. 
55 AC MS- I and 2 Barcilly, AC MS-4. Gautam Budh Nagar, AC MS-2, 3 and 4 Ghaziabad, AC MS 3 Gorakhpur, 

AC MS-I and 2 Jhansi. AC MS-3 Kanpur, AC MS-I Lucknow, AC MS-5 and 6 Moradabacl. AC MS-3 and 4 
Saharanpur. AC MS-Moghalsarai al Varanasi. AC MS-2. Naubatpur Chandauli at Varanasi. 

56 Between 2008-09 lo 20 11-1 2 (excluding seizures from February 2009 lo ovember 2009, in the period covered 
under ci rcular 1 o. Che.Po-25 Ka-Paripatra/200810809100). 
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During ex it conference the Government stated (September 20 13) that a 
software has now been designed for uploading the details of the cases caught 
by MS Us and communicated to the AAs vide circular57 of August 20 13. Whi le 
department has take n action fo r online entry of details, it has not given specific 
rep ly to our observation regarding sho1i realisation of security. 

2.8.8.6 Non-auction of seized goods 

Under the provision of Sub Section 9 of Section 
48 of UPV AT Act, if the assessed tax or 
imposed penalty is not deposited in respect of 
seized goods, the officer seizing the goods may 
sell the seized goods by public auction in 
prescribed manner. However, no time limit has 
been prescribed for auction of such goods after 
the se izure. 

We test checked the 
Panji-5 of 25 MS units 
and found that in five 
MSUs, officers of the 
units intercepted 
between the year 1998-
99 and 2010- 1 1 the 
vehicles carrying the 
goods without proper 
documents. Goods were 

se ized as the consigner did not deposit the security/penalty amount. The 
dealers did not tum up fo r a long time, the Department became the sole owner 
of the goods valued at~ 1.02 crore as detailed in the tab le no. 2. 17 : 

Table No. 2.17 
~in lakh) 

MS-4, Ghaziabad 2005-06 to 2009- 10 3 8.28 

2 MS- I, Kan ur 2009-10to20 10-l I 4 1.37 
3 MS-2, Kan ur 1998-99 to 20 10-1 1 5 56. 13 

4 MS-3, Kanpur 
1999-2000 to 200 I -

12 7.09 
02 

5 MS- I, Lucknow 200 1-02 to 2009- 10 30 28.73 
Total 54 I 01.60 

We observed that the seized goods were not auctioned and were lying in 
godowns/even though a considerable portion of the goods are perishable such 
as medicines, leather, supari, gutkha etc. Due to the inaction on part of the 
Department the value of seized goods could not be realised. 

During exit conference the Government accepted (September 20 13) our 
observations and stated that zonal Additional Commissioners (SIB) have been 
instructed (September, 20 13) to do needfu l for disposal of seized goods. 

We recommend that the Department should set a time frame for the 
disposal of seized goods in the interest of the revenue. 

2.8.8.7 Non-levy of tax 

As per CCT's Circular No. Mobile 
Squad/Penalty/ ka. ni. /Transit Pass/ 
1011047/Commercial Tax dated 20 September 
2010, if TDF cases are seized by the officer- in
charge MSU, he will exercise the right of 
assessing officer for levy of tax in addit ion to 
imposing penalty. 

We test checked the records 
of 35 MS Us and fou nd that 
in 12 MSUs58 in 68 cases 
not covered under valid 
transit pass/TDF in which 
total value of goods was 
~ 3.22 crore were seized by 
the officer-in-charge of 
MS Us and onl y the penalty 

s7 No. l.T.-Bill Sa11graha11 computeri sation-201 3- 14/642 dated 30.08.201 3. 
ss AC MS- 2 Agra. AC MS- 2 and 3 Gorakhpur, AC MS- 2 Jhansi, AC MS- 3 Kanpur, AC MS- 2 and 5 Meerut. AC 

MS- 5 and 6 Moradabad, AC MS- 3 and 4 Saharanpur AC MS- 2 aubatpur s ituated at Varanasi . 
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of~ 1.41 crore was imposed. Tax of~ 17.55 lakh though leviable was not 
levied by the officer in charge of MSU. 

During exit conference the Government accepted (September 2013) our 
observation and stated that action to levy tax is underway. Further report has 
not been received (December 2013). 

2.8.8.8 Late deposit of cash 

Under the provision of para 5( 4) of chapter 11 of 
Enforcement Manual (EM), officers of MS units 
should deposit the cash into State Bank of 
India/Treasury daily or twice in a week. The 
deposit has to be verified from treasury once in a 
month, and a copy of the verified challans is to 
be submitted to JC (SIB). 

Vl/e test checked the 
records of 35 MSUs and 
found that in 906 cases 
of 14 units59

, amount of 
~ 4.23 crore was not 
deposited in accordance 
with the provisions of the 
EM. The delay ranged 
from three to 33 days. 

The JC (SIB) concerned did not take action to ensure timely deposit despite 
details being availab le with them. In the remaining 21 units the deposit was in 
time. A good practice of timely verification of challans from treasury done by 
MSUs and Internal Audit Wing was also seen. 

During exit conference the Government accepted (September 2013) our 
observation and stated that instructions have been issued for compliance. 

2.8.8.9 Non-availability of Cash Chest 

As per Rule 28 of Financial Hand book Volume 
5 Part-I, Government money should be kept in a 
strong Cash Chest. Cash Chest should be 
fixed/fastened to earth or wall. 

MSUs get seizure of 
valuable goods and 
security deposit/penalty 
in cash. During the test 
check of records of 25 
units we noticed that only 

tlu·ee MSUs60 had cash chests to store the cash received. In absence of cash 
chest remaining 22 MSUs were storing seized valuables and cash received in 
shape of security/penalty in ordinary steel almirahs compromising the safety 
and security of revenue. 

During exit conference the Government stated (September 201 3) that 
instructions have been issued for comp liance of coda! provisions. 

59 AC MS- I and 2 Bareilly, AC MS-2 and 3 Ghaz iabad. AC MS-2 and 3 Gorakhpur, AC MS-I, 2 and 3 Kanpur. AC 
MS- I Lucknow. ACM S-2 and 5 Mccrut. AC MS-Moghalsarai a t Varanasi, AC MS-2. auba tpur. Chandauli at 
Varanasi. 

60 MS-2 Barcill y, MS-I and 2 Kanpur. 
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2.8.8.10 Non-maintenance of prescribed records 

• 

As per provision of Chapter 13 of Enforcement 
Manual MSUs are required to maintain Physical 
Verification Register (PVR). In Part A of the 
register date and category-wise entry is to be 
made, whereas in Part B date-wise payment and 
balance in head of Palledari is maintained. 

As per provision of para 2 (6) of Chapter 10 of 
Enforcement Manual, MSU officers are required 
to collect copy of bills from vehicles owners and 
their endorsement to the AAs concerned and 
recording entry in the Bill Preshan Register. 
Road Checking Register was to be maintained in 
prescribed format. 

We noticed in offices 
of 35 MSUs6 1 that 
system of maintenance 
of records was not 
followed. 

• In 14 units62 it was 
seen that Part A of 

Physical 
Verification 

Register (PVR) 
was 
maintained . 
three MSUs63

, 

part A of 

not 
In 

the 
the 

register were not 
maintained and 

details such as bility number, quantity/ weight of goods declared and 
quantity/weight of goods actually seen in verification were not filled. 

In eight64 M SUs Bill Preshan Register was not maintained in prescribed 
fo1mat and columns for date and time, place of checking, nam e of AAs, 
number and date of d ispatch and signature of officer in-charge were not 
made in registers. 

• In six65 MSUs Road Checking Register was not maintained in the 
prescribed format and details like p lace of checking, name o f officer
in -charge, date and time , vehic le num ber were not fill ed. 

Due to non-maintenance/incomplete records the validity of the phys ical 
verification, dispatch of bills and road checking of vehicles claimed by the 
MSU, could not be confirmed . 

During exit conference the Government stated (September 20 13) that orders 
for comp liance have been issued on 2 September 2013 and further stated that 
on-line system regarding uploading of the details of invoices, details of 
dealers, q uantity (details of goods etc.) caught by MSUs and that of entering 
details of Panji-5 have been developed and MSUs have been ordered to 
implement the same vide66 circulars of August 2013. 

61 AC MS-2 Agra, AC MS-I & 2 Barei lly, AC MS Bulandshahar. AC MS I, 2, 3 and 4 Ghaziabad, AC MS I, 4, 5 
and 6 G B Nagar, AC MS-2 & 3 Gorakhpur, AC MS-I & 2 Jhansi, AC MS- I, 2 and 3 Kanpur. AC MS- I 
Lucknow, AC M S- I & 4 Mathura. AC MS-2, 4 and 5 Meerut. AC MS 3. 5 & 6 Moradabad, AC MS I , 3 and 4 
Saharanpur, AC MS I Chanda uli a t Varanasi , AC MS Moghalsarai at Varanasi, AC M S 2, Naubatpur at Varanasi, 
AC MS 4 Varanasi. 

62 AC MS 8 Agra, AC MS I and 2 Bareilly, AC MS 3 Gorakhpur, AC MS 2 Ghaziabad, AC MS 3 Kanpur, AC MS 4 
GB Nagar, AC MS 2 Meemt, AC MS 5 a nd 6 Moradabad, AC MS 3 and 4 Saharanpur, AC MS Mughalsarai at 
Varanasi, AC MS 2, Naubatpur at Varanasi. 

63 AC MS-3 & 4 Ghaziabad, AC MS-6 Moradabad. 
64 AC MS 4 GB Nagar, AC MS 2. 3 & 4 Ghaziabad, AC MS-5 & 6 Moradabad, AC MS-3 & 4 Saharanpur. 
65 

AC MS 4 GB Nagar, AC MS-2, 3 & 4 Ghaziabad, AC MS- I & 3 Kanpur. 
66 No. IT Bill Sa11graha11 Computerization-20 13- 14/642 and No. IT Bill Sa11graha11 Computerisation-20 13-14/ IT 

Panji-5 Sa. Da. 20 13- 14/643 dated 30.08.2013. 
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2.8.9 Working of SIBs 

Under the provisions of Para 2 (c) of Chapter 4 
of Enforcement lvfcnual, JC (SIB) is responsible 
for sending su;ve~1 reports of dealers to the 
Assessing Authority concerned. AA wi ll also 
review and monitor the position of 
provisional/final assessment order passed in 
respect of SIB reports sent to AAs. As p er 
chapter 9 of Enforcement Manual, SIB units are 
required to maintain a twelve column Register 
of Repo1ts dispatched to AAs, with complete 
details of surveys including the details of AOs 
passed by AAs in respect of survey reports. As 
per Para l a (vi and vii) of Chapter 5 of EM, the 
DC (SIB) and AC (SIB) shou ld also analyse the 
assessment orders against the confidential 
reports sent by them. They are required to verify 
the SIB cases pending to the level of AAs 
quarterly. CTO (SIB) will examine the cases 
related to small traders with help of AC (SIB) 
and forward the SIB report to the concern AAs 
after approval of DC (SIB). 

Table No. 2.18 

Yea r No. of :"\o. of :"\o. of Reports •7 

units ad\·erse seized forwarded 
sun·eys records to AAS 

~ I .. 
II: I 46 
II' I 46 

46 
2011-1 2 46 

Total 27,326 13,060 37,744 
Source: Annual reports of the Department. 

SIBs conduct surveys, 
search and se izure 
operations in premises 
of dealer' s/transporter's 
godowns within the 
range/zone. The 
adverse search reports 
alongwith seized 
documents and other 
reports are fo rwarded to 
the concerned AA in the 
State for assessment and 
realisation of tax. 

The working results of 
SIBs in the State are 
mentioned in the table 
no. 2.1 8: 

Amount Per cellt of p,.,. cellt of 

inrnlYed in i:ro\\th in i:ro\\th in 
reports reports amount 

sent (~ in forwarded owr 
crore) to ..\As prnious 

o\·e r ~·ear 

pre\ious 
year .. 

16.81 04 .89 
00.91 13.79 

- 10.76 27.8 1 
(-) 05. 14 13.04 

49,000.1 32.08 133.02 

From the table no. 2.18 it is clear that there is 11 to fi ve per cent decline in the 
number of adverse surveys between 2009-10 and 201 1-12, and 10.76 to 5.14 
per cent in the number of reports forwarded to AA. The money value involved 
in the reports sent to AA has increased to ~ 13,015 crore in 201 1-12 from 
~ 7 ,91 6.57 crore in 2008-09. The Department has been unable to report of the 
position of the amount actuall y rea lised in these cases as the details required in 
the register68 were not found fi lied. 

67 Total reports sent. incl uding report s of adverse surveys. 
68 

twelve c olumn Register of Reports dispalchcd to AAs 
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In our test check we noticed that in 11 SIB zones69 the DC (SIBs) conducted 
20,257 surveys, wherein estimated evaded turnover of~ 24,698.07 crore was 
reported to the AAs between 2007-08 and 2011 -12. The details are given in 
the t'lble no. 2.19: 

Table No. 2.19 
~ in crorc) 

Year ~umber of ~umberof Number of reports Estimated amount of evaded 
Zones sune~s sent to AA turno~cr involved 

2007-08 II 4,590 3,960 5,853.96 
2008-09 11 4,845 4,268 4 ,378.36 
2009-10 11 4,655 4,525 4 ,655.62 
20 10- 11 11 3, 188 3,278 4.48 1.95 
20 11 -12 II 2,979 3,0 12 5,328. J 8 

Total 20,257 19,043 24 698.07 

The details of tax assessed by AAs and tax realised which were required to be 
maintained by the DC (SIB) were found maintained only by DCs (SIB)70 of 
Moradabad Zone and we noticed that the actual tax realised7 1 was between 22 
to 25 per cent of the tax assessed72 on the evaded turnover in 2,395 cases of 
Moradabad zone. 

We were ab le to cross check only the assessment orders related to 21 dealers 
of five zones73 which were finali sed by the AAs on the basis of adverse reports 
sent by the officers of the SIB wing and found that: 

• Cases of three dealers 74 for the period 2007-08 to 2009-10 having tax 
effect of~ 1.34 crore were pending for reassessment under Section 32 
ofUPVAT Act and Section 21 ofUPTT Act. 

• In cases of nine dealers 75 for the period 2007-08 to 2011 -12 of evaded 
turnover of~ 115.27crore with a tax effect of~ 6.18 crore, the tax, was 
reduced to ~ 8.04 lakh by the first/second appellate authorities. All the 
cases were pending in appeal. 

• In two cases 76 the dealers deposited the assessed tax of~ 1.5 lakh and t 
in one case77 the AA found no evasion. In the fourth case78

, Reverse 
Input Tax Credit (RITC) of~ 8,000 was done. 

• In one case79 of2009-10, tax of~ 88.30 Iakh has been assessed by AA 
in April 2012. 

• In remaining three cases80 related to 2007-08 to 2009-10 having tax 
effect ~ 1.50 crore, recovery certificates were issued between June 
2011 and September 2012 . 

In these 21 cases we noticed that the evasion intimated by the SIB cou Id not 
be sustained at the level of Assessing/ Appel late Authorities. 

During exit conference the Government agreed (Septembh 2013) that details 
of the action taken by AAs are to be noted by the SIB units and there are 

69 Agra, Aligarh, Bareilly, Gorakbpur , Jbansi , Kanpur I and 11, Lucknow I. Moradabad, Saharanpur and Varanasi I. 
10 DC -SIB-A, Sll3-B and SIB, Bijnore of Moradabad Zone. 
71 Tax realised~ 41.19 crore. 
72 Tax assessed~ 171.7 1 crore. 
73 Agra, Aligarh, Ghaziabad, Lucknow and Noida 
74 Bansal Ispat Ghaziabad, Chetna Steels Ghaziabad and Ghaziabad Iron and Steel Co. Ghaziabad 
75 Gai l lndia Ltd. Agra, Ganesh Enterprises Agra, Girraj Kishore Agra, Balaji Food Products Mathura. Samay foods 

P vt. Ltd. Noida, Maini Steel Works, Noida, Namita Agarwal Agra, Ncclkanth Sweets Lucknow, Krishna Elect ric 
and Hardware Noida, 

76 Swadeshi Manufacturing (P) Ltd. oida and Vall y 1-Iealth Products (P) Ltd. Noida. 
77 Babula ! and Sons, Mathura. 
78 Khandel wal Steel Centre, Ghaziabad 
79 SG Steels, Ghaz iabad. 
80 Raj Ganga Developers Lucknow, S uresh Chandra Rishi Kumar Mathura, Taj Steel Works, Noida. 
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orders to analyse the action taken by AAs as well as a laid down process of 
appeal against orders of AA by the DC (SIB) . Due to non compliance of the 
above, strict instructions have again been issued vide circular8 1 dated 13 
September 2013 . 

2.8.J 0 Monitoring and supervision by Additional Commissioner 
(SIB) 

Under Chapter 5 of EM, duties and 
responsibilities of officers of SIB wing have 
been defined. DCs (SIB) are assigned duties as 
such as collecting the information regarding 
transportation of goods through rail, Mandi 
Samiti, data related to sensitive commodities* 
power consumed by manufacturers etc. review 
the confidential reports sent to the AAs, 
correlate the pending cases at level of AAs 
quarterly. 

Under the provision of Para 2(b) of Chapter 4 of 
EM, Additional Commissioners Grade-II, (SIB) 
are also assigned duties including fortnightly 
monitoring the work of JC (SIB), DC (SIB) and 
AC (MS) and inspecting their offices 
periodically, identifying transporters who are 
indulged in tax evading activities, checking 
atleast one godown of one transporter and 
checking the movement of all his vehicles 
during 24 hours of that day, identifying such 
manufacturing units which are involved in tax 
evading activities and inspecting their factories, 
godowns and branches, collecting the 
information of tax evasion from other 
Departments and sharing it with the AAs. 
• 

Such as Iron and Steel, Supari. Gmkha and Parc/10011 etc . 

We examined the 
detai ls of work82 

performed by 14 SIB 
zones and our 
observations are as 
fo llows: 

(i) 12 DCs SIB83 

of eight zones84 did 
not maintain the 
details of work done. 
r nformation from 
other DCs85 of 
remain ing six zones86 

was not received. 

( ii) No follow up 
action was carried out 
to ascertain details of 
tax assessed/realised 
on basis of records 
fo rwarded to AAs 
mainta ined by I 0 
zones87

. Only 
Morada bad zone 
could provide data in 
respect of tax rea lised. 
Data from three 
zones88 was not 
received. 

Apait from the above, we noticed gaps in the working of the Additiona l 
Commissioners Grade II SIB also, as no details of guidelines issued by them 
to SIB units, minutes of meetings held, details of periodical inspections 
conducted, details of 24 hours checking of at least one godown of one 
transporter and checking the movement of all hi s vehicles during the 24 hours 
of that day, details of action taken with reference to transit of goods through 
railways, infom1ation sharing with other Government Departments such as 

" No. Jwa.Kami. (Vi.A1111.Slw.) Mu.- 57/Sapa./ Vi.A1111.Sha. Vyavasrha Parivarta11!20 13- 1411047 dated 13.09.20 13. 
82 Railway container depot, collection of information of t ax evasion by investigation from rai lw·Jy/111a11di samiti, 

preparation of traders profi le with reference to important goods. collection of informat ion in respect of power 
consumed by the rnanufacture rs, information of lransfcr of right to use of goods and plants and machinery etc. , 
information of tax evaders from other Government Departme nts viz. Income Tax, Central Excise, Food and C ivil 
Supplies etc., collection of Permanent Account Number (PAN) of comractors. con-elating tax assessed on seizure 
reports sent to AAs. 

83 Agra-A and B, Barc ill y-A and B, Jhansi. Kanpur-A, C and D, Mathura, Mecrut-A and B. Saharanpw:A 
84 Agra, Al igarh, Barei lly. Jhansi, Kanpur- I and 11, Meerut and Saharanpur. 
85 Gorakhpur A and B, Moradabad A and B, Saharanpur B, Varanasi A and B. 
86 

Gautam Buddha Nagar, Ghaziabad I, Gorakhpur, Lucknow I, Moradabad and Vamnas i I 
"' Agra, Aligarh, Barcilly, Gorakhpur, Jhansi , Kanpur l and 11, Lucknow I, Saharanpur and Varanasi I. 
i x Gautam Budh Nagar, Ghaziabad- 1 and Meerut. 
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Income Tax, Central Excise and Food and Civil Supplies, big suppliers and 
contractors of various Government Departments on the basis of their PAN 
were available in five89 zones. 

The onl y details available are of search and seizure operations of 
manufacturing units in three90 out of these five zones. Thus the supervisory 
and monitoring control lacked direction and was not purposeful. 
Data/information from remaining nine zones9 1 was not made available. 

During exit conference the Government accepted (September 2013) our 
observation and issued92 instructions for strict compliance of provisions of the 
manual. 

2.8.11 Internal Audit 

Internal audit is a vital component of the internal control mechanism and is 
generally defined as the control of all controls to provide reasonable assurance 
of proper enforcement of laws, rules and Departmental instructions. Internal 
control al so helps in creation of reliable financial and management 
information system for prompt and efficient services and for adequate 
safeguards against evasion of tax and other irregularities. 

We collected information from the offi ce of the CCT regarding the MSU 
planned fo r Internal Audit for the years 2010-11 to 2012-1 3 and found that 
129, 136 and 134 units of Mobile Squads were planned for audit respectively. 
Further, examination of the records of the Internal Audit Wing in the Office of 
the CCT revealed that only treasury verification of deposits by these units 
were being done and no other records were checked. This shows that the units 
of Mobile Squads are not being identified for detailed internal audit. No 
internal audit of SIB units was conducted. As the Enfo rcement Wing of the 
Commercial Tax Department is an integral wing of the Department, all aspects 
of the same should be covered by internal audit. 

During exit conference Government accepted (September 2013) our 
observation and stated that Internal Audit Wing is being directed to check all 
the records of MSUs viz. Detention Memo, Show Cause Notice, Seizure 
Memo, Godown Panji, Panj i-5 , PY Register, Case Files, Daily Receipt 
Register, Cash Book etc. in future. 

2.8.12 Conclusion 

t 

The review revealed that there were gaps in the issue and submission of the 
transit declaration forms and Form 38 . The IT Audit of online system of issue 
of transit declaration fo rms revealed lack of input and validation contro ls and 
Disaster Management System. There is lack of co-ordination between the IT 
wing and Enforcement Wing and Enforcement Wing did not get the required 
data input in time. There is no module to detect repeated tax evading 
dealers/transporters. The MSUs working had operationa:I gaps, the control 
rooms were non-functional and the MSU officers had no devices to verify or 
cross check info rmation available on the IT system. There was lack of fo llow- I 
up and monitoring in the se izure cases by MSUs and in adverse survey cases 
by SIB regarding final tax imposed/realised b y AAs. 

89 Agra, Ghaziabad I, Jhansi, Lucknow I and Varanasi I. 
90 Ghaziabad-1 , Lucknow- I and Varanasi- I. 
91 Aligarh, Bareilly, Gautam Buddha Nagar, Gorakhpur. Kanpur I and ll, Meemt. Moradabad. and Saharanpur. 
92 Vidc circular No . .Jwa. Kami. (Vi.Anu.Slw .) Mu. - 57/Sa.pa./ Vi.A1111.Slza.Vyavasrha Parivarran/20 13- 14/ 1047 dated 

13 .09.20 13. 
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2.8.13 Recommendations 

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

• Provision of mandatory filling of transaction details before on-line 
downloading of Form-38. 

• Establishing input and validation controls for TDF and a Disaster 
Management System. 

• Developing a module to maintain database of repeated tax evading 
dealers/transporters. 

• Provision for suitable devices to enforcement officers so that they may 
use the data available on the Commercial Tax website. 

• Establishing system of follow-up of monitoring of seizure/survey cases 
by enforcement officers regarding final tax imposed/realised by AAs. 
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2.9 .-\udit ohser\'ations 

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

2.10 Non/Sho11 levy of tax 

The Assessing Authorities (AAs) while finalising the assessments, did not 
apply the correct rate of tax given in the schedule of rates, in some cases 
lower rate tax was applied due to misclassification of goods and in some of the 
cases no tax was levied which resulted in non/short levy of tax of ( 16.92 
crore as mentioned in thefollowing paragraphs: 
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2.10.1 Non/Short levy of Trade Tax/Value Added Tax due to 
application of incorrect rate of tax 

Under Section 3A of Uttar Pradesh Trade Tax 
(UPTT) Act, 1948, tax on classified goods is 
leviable as prescribed in the schedule of rates 
notified by the Government from time to time. 
The goods not classified in the prescribed 
schedule of rates, are taxable at the rate of I 0 
per cent with effect from I December 1998. 
Under Section 4( 1) of U ttar Pradesh Value 
Added Tax (UPVAT) Act, 2008 , goods 
mentioned in schedule I are tax free, goods 
mentioned in schedule II are taxable at the rate 
of four p er cent, goods mentioned in schedule 
III are taxable at the rate of one p er cent and 
those mentioned under schedule IV are taxable 
at the rate notified by the Government from 
time to time. Goods not mentioned in any of the 
above schedules are covered under schedule V 
and are taxable at the rate of 12.5 per cent with 
effect from l January 2008 . Under Central Sales 
Tax Act, 1956 tax on Inter-State sale of goods 
not covered by declaration in Form 'C' or 'D' is 
leviable at the rate of 10 per cent or at the rate 
applicable to the sale or purchase of such goods 
inside the State whichever is higher upto 31 
March 2007. From 1 April 2007 it is leviable at 
the rate applicable inside the State. 

We observed93 

between November 
2008 and March 20 13 
in 75 Commercial Tax 
Offices (CTOs)94 that 
fo r the period 
2002-03 to 2009- 10, 
the AAs concerned, 
while fi na lis ing the 
assessments of 95 
dealers between July 
2007 and March 201 2, 
accepted the tax as 
submitted by the 
dealers in their returns 
instead of rates given 
in the schedu le on sale 
of goods worth 
~ 33 .79 crore. This 
resulted in non/short 
levy of trade tax 
(TT)/va lue added tax 
(VAT) of ~ 2.36 
crore. 

After we pointed out 
the cases to the 

Department/ 
Govermnent between 

December 2008 and M ay 201 3, the Department accepted our observation 
(December 201 3) and levied tax of~ 69.49 lakh in 25 cases out of which 
~ 8.91 lakh has been recovered so far. The Department has in itiated action in 
six other cases. 

93 
f rom the assessment fi les and rel urns fil ed by the asscssecs. 

9
' DC Sec 3 & 5 AC Sec 11 Allahabad, DC Sec 8 & 10 AC 19 Agra, DC Sec 2 Amroha, DC Sec 2 Barabanki, DC 

Sec 5 Barcilly. DC Sec 3 Behrn ich, DC Sec 3 Etah, DC Sec 2 Etawah, DC Sec I Falehgarh, JC(CC) Faizabad, JC 
(CC) A, DC Sec 8, 9, I 0 & 17, AC 2, 3, 4 , 7, I 0 & I I Ghaziabad, DC Sec 3 G. B. Nagar, AC Sec I G. B.Nagar, 
DC Sec 2 & 9, AC Sec 4 & 10 Gorakhpur. DC Sec I Hardoi , DC Sec 5, JO, 17, 24, 27 & 28, AC Sec 5. 6. 11, 16, 
17, 19, 20. 27 & 29 Kanpur, AC Kausharnbi, DC Sec I , AC Sec I Lakhimpur Khiri, DC Sec 2 ,5, 13, 14, 16, 17 & 
20, AC Sec 16 & 20 Lucknow, DC Sec 7 Moradabad. DC Sec 6. AC Sec 6 & 8 Meerut. OC Sec 4 , 5, 12 & 14, AC 
Sec 6 & 14 Noida. AC Sec 3 Orai. AC Sec 2 Shahjahanpur, AC Sec 4 Sitapur. AC Sec 11 Saharanpur. DC Sec 3 & 
15 Varanasi. 
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2.10.2 Non-levy of tax on sale of goods for use in RGGVY 

Under Section 3A of the UPTT Act 1948, tax on 
classified goods is leviable as prescribed in the 
schedule of rates notified by the Government 
from time to time. The goods not classified in 
the prescribed schedule of rates, are taxable at 
the rate of 10 per cent with effect from 1 
December 1998. Under Section 3 H of the 
UPTT Act, State Development Tax at the rate of 
one p er cent of the taxable turnover shall be 
levied on a dealer whose annual aggregate 
turnover exceeds ~ 50 lakh with effect from 1 
May 2005 . Further, Government of Uttar 
Pradesh, vide notification dated 13 July 2006, 
granted exemption from payment of tax under 
the said Act on the sale of electrical goods 
imported from outside the State, for exclusive 
use in Rajiv Gandhi Grameen Vidyutikaran 
Yojana (RGGVY) in the State of Uttar Pradesh 
with effect from the date of publication of the 
notification till the completion of the Scheme. 

We observed from 
the records95 of DC 
Sector 3 Sitapur in 
March 2012, that 
during the year 2005-
06 and 2006-07 (till 
12 July 2006), a 
dealer96 sold 
electrical goods 
worth ~ 43 .33 crore 
upto 12 July 2006 to 
the contractors 
working for Rajiv 
Gandhi Grameen 
Vidyutikaran Yojana 
(RGGVY). The AA, 
while finali sing the 
assessment in July 
2010, wrongly gave 
the benefit of 
exemption of trade 
tax on the sale of 
electrical goods used 
for RGGVY scheme 

in 2005-06 and upto 12 July in 2006, whereas the exemption97 was effective 
from 13 July 2006. Th.is wrong exemption resulted in non levy of tax98 

including State Development Tax of~ 4.77 crore. 

After we pointed out this case to the Department/Government in May 2012, 
the Department accepted (January 2014) our observation and levied the tax of 
~ 4.64 crore. Report on recovery has not been received. 

2.10.3 Short levy of tax on rent received from transfer of right to 
use of goods 

Under Section 3 F of UPTT Act read with 
notification dated 14 November 2000, tax on 
transfer of the right to use of any goods is 
leviable at the rate of five per cent with effect 
from 15 November 2000. 

We observed99 in the 
office of the DC Sector 
13, Allahabad in June 
2012 that while finalising 
the assessment of a dealer 
in December 2011 for the 
years 2002-03 and 2003-

04 the AA, incorrectly applied rate of tax of four p er cent instead of five per 
cent on rent from transfer of the right to use of machinery and equipment 
amounting to~ 23.64 crore. This resulted in short levy of tax of ~ 23 .64 lakh. 

After we reported the matter to the Department/Government in August 2012, 
the Department accepted our observation (September 2013) and stated that the 

95 Assessment order and fil es related to the dealer. 
96 Executive Engineer, Vidy111-Vi1arc111 Klwnd-l st , Vatsganj, Sitapur. 
97 KA. Nl.-2-l 283/X l-9(24)/2006-UP Act 15-48-order-( 12)-2006 date d July 13, 2006. 
98 TT~ 4.33crore, SDT ~ 43.33 lakh. 
99 Assessment order and fi les related 10 the dealer. 
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I. DC Sec-8, CT Agra 

2. DC Sec-I I, CT 
Aligarh 

3. CTO Sec-9, CT 
Aligarh 

4. AC Sec I CT 
Chatrapati Shahuj i 
Maharaj Nagar 
Gauri an') 

5. AC Scc-8, CT 
Ghaziabad 

6. DC Sec- I. CT Gonda 

t~ 7. DC Sec-2 CT, Gonda 

8. DC Sec- I 0, CT 
Gorakh ur 

9. DC Sec- 3, CT 
Kanpur 

10. AC Sec I 0, CT Noida 

11. DC Sec 4, CT 
Saharan ur 

Total 

Chapter-II : T<L'( 0 11 Sales, Trade Etc. 

tax of~ 23.64 lakh has been levied. Report of recovery is awaited (December 
20 13). 

2.10.4 Short levy of tax on toffee and confectionary goods 

Under Sectic_n lt(l) of UPVAT Act, 2008, 
goods mentioned in schedu le I are tax free, 
goods mentioned in schedule II are taxable at 
the rate of four p er cent, goods mentioned in 
Schedu le III are taxable at the rate of one per 
cent and those mentioned under Schedule IV 
are taxable at the rate notified by the 
Government from time to time. Goods not 
mentioned in any of the above schedules are 
covered under schedu le V and are taxable at 
the rate of 12.5 p er cent with effect from J 
January 2008. Toffee and confectionary items 
are not covered under Schedule I to IV. 

lakh as shown in the tab le no. 2.20: 

Table No. 2.20 

2008-09 Toffee 
(March 20 12 (V 

2007-08(VA T) Confectionary 
(March 20 I I) Products 

2008-09 (V) 
Janua 2012 

2008-09 Toffee 
(February 20 12) Confectionary 

v 
2008-09 Confectionary 

(February 2012) (Toffee and Chewing Gum) 
(V) 

2008-09 Confectionary 
(January 20 12) Item 

2008-09 Confectionary 
Januar 2012 

2008-09 Toffee and Toffee Gum 
(March 2012) (Confectionary Product) 

2008-09 Confcctionary 
October 2011 

2008-09 Toffee 
(Sc tcmbcr 20 I I ) ( 

2008-09 Confectionary 
(November 201 1) (Toffee) 

2008-09 Confcct ionary 
(March 20 12) Item 

2008-09 Confectionary 
(March 20 12) (V) 

12 

100
From the as;css111en1 files and returns filed by the asscssec. 

16 1 Alpcnliebc, Ccmcr Fresh. Chlormint. Filly Folly, Fruittclla and Mentos etc. 
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W b d IOO · e o serve m 11 
CTOs that for the period 
2007-08 (from I January 
2008 to 3 I March 2008) 
and 2008-09, the AAs 
concerned, while 
fi na lis ing the 
assessments of 12 
dealers between March 
20 11 and March 20 12, 
appl ied incorrect rate of 
tax on sa le ofbranded 101 

toffee and confectionary 
items of ~ 8.0 I crore. 
This resulted in short 
levy of VAT of ~ 68.05 

14.00 12.5/4 1.19 

10.74 12.5/4 0.91 

33.91 12.5/4 2.88 

10.81 12.5/4 0.92 

1.27 12.5/4 0.11 

53.04 12.S/4 4.51 

53.13 12.5/4 4.52 

22.16 12.5/4 1.88 

13.32 12.5/4 1. 13 

7.68 12.5/4 0.65 

60.06 12.5/4 5. 10 

101.82 12.5/4 8.65 

418.85 12.5/4 35.60 

800.79 68.05 
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After we reported the matter to the Depa1t ment/Government between August 
20 12 and May 20 13; in rep ly the Department (September 20 13) has accepted 
our observation and levied tax of ~ 53.66 lakh in cases mentioned at SI. No. 3, 
5, 6, 7, 9 and l L of the above table. In rema ining cases action has been 
initia·led fo r levy of tax. 

2.10.5 Non-levy of tax on irregular stock transfer 

Under Section 4 of the CST Act, 1956 read with 
Section 3, a sa le or purchase of goods is 
determined to take place ins ide a State, sha ll be 
deemed to have taken place o utside a ll other 
States, in the case of specific or ascertained 
goods, at the time the contract of sale is made 
and in the case of unascertained or future goods, 
at the time of their appropriation to the contract 
of sa le by the seller o r by the buyer, whether 
assent of the other party is prior or subsequent to 
such appropriation. Further, in case of Bharat 
Carbo n Ribbon Mfg. Co. Ltd. vs. State of 
Haryana 2005 NTN, transfer to depot/branch 
outside the State was not considered as Branch 
transfer where goods were manufactured of 
certain specification under a contract with a 
customer for their ultimate sale and delivery to 
that customer. 

We observed from the 
records102 of Joint 

Commissioner 
(Corporate) Noida 
between October 20 11 
and December 2012 
that o ne dealer 
supplied goods 

(CTV/DVD 
component/Printed 

Circuit Board) wo11h 
~ 67.67 crore duri ng 
the years 2007-08 and 
2008-09 to its 
bra nches at Dehradun 
and Mohali as per 

specifications 
mentioned in the 
purchase orders. The 
AA while fina lising 
the assessment 

between March 201 1 and March 20 L2 did not examine the fact that these were 
not to be considered as stock transfer as they were manufactu red under a pre 
existing purchase o rder fo r delivery to spec ific customers. The AA wrongly 
treating the same as stock transfer, did not levy the tax despite the provis ions 
of Act and judic ia l pronouncement. This resulted in non levy of tax of ~ 2.7 1 
crore. 

We reported the matter to the Department/Government between December 
201 l and March 20 12. Their replies have not been rece ived (December 20 13) 
despite severa l reminders. 

101 
- Assessme m fi les and returns fi led by the asscssce. 
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2.10.6 Non-levy of tax on purchase of Paddy Husk 

Under Section 7 of UPVAT Act, goods 
classified in ;chedu le-1 of the Act are not 
taxable at any point and goods not classified in 
Schedule II to IV of the UPVAT Act are taxable 
at the rate C' f 12.5 per cent. Further, under the 
provision of Section 5 of the UPV AT Act, if the 
goods are purchased from an unregistered 
dealer, tax shall be levied at the same rate 
applicable on the turnover of sale of that 
commodity. 

Cattle feed and cattle fodder which includes 
green fodder, chuni, bhusi, chhilka, choker, j avi, 
gower, de-oiled rice polish, de-oiled rice bran, 
de-oiled rice husk, de-oiled paddy husk or outer 
covering of paddy are exempted from tax at 
Serial number 4 of Schedule I. Outer cover ing 
of paddy known as Paddy husk, which has not 
been de-oiled or used for purpose other than 
cattle fodder is not covered under this entry and 
falls under schedule V of the Act, and is taxable 
at the rate of 12.5 per cent. 

We observed 103 in 
four CTOs between 
October 20 12 and 
March 20 13 that four 
dealers had purchased 
paddy husk or outer 
covering of paddy 
valued at < 34.42 
crore, during the 
period 2007-08 ( I 
January 2008 to 3 1 
March 2008) and 
2008-09 from 
unregistered sellers 
and used it as fu el to 
run the ir 
manufacturing plants. 
The paddy husk was 
used as fu el whereas 
use of de-oiled paddy 
husk as cattle fodder 
onJ y is exempted from 
VAT. The AAs while 
finalising the 

assessments between November 20 I 0 and December 2012 did not levy the tax 
on this purchase of paddy husk or outer covering of paddy used as fuel 
resulting in non-levy of tax of< 4.30 crore, as shown in the table no. 2.2 1: 

Table No. 2.21 

~ in lakh) - -- - - - - -- --- - -- - - - - - -- - - ---- - -----
SI. Name or the \lumber AsSl'ssmrnt Year N:11ne of \'alnc Rate of Ta\ oot 
'lo. office or (;\lonth and )Car of commodit) of i:oods tax lc,icd 

ckakr Assessment) k\i:thk/ 
k\icd 

(per n •11t) 

I. JC(CC) CT I 2008-09 94.30 12.5/0 11.79 
Etawah at (February 2012) 
Firozabad 

2. OC Sec- 16, I 2008-09 149.28 12.5/0 18.66 
CT Kanpur (December 20 I I) Paddy husk used 

3. OC Sec-2, I 2007-08 VAT as fuel 33 1.32 12.5/0 4 1.4 1 
CT (November 20 I 0) (Schedule V) 
Sambhal 2008-09 2697.10 12.5/0 337.14 

(November 20 I 0) 

4. 
OC C:T I 2008-09 170.:l7 12.5/0 2 1.30 
Sikandrabad (February 20 I I) 

Total 4 3442.37 430.30 

After we reported the matter to the Department/Govenunent between August 
201 2 and May 2013, the Department stated in August 2013 that outer covering 
of paddy does not contain o il and is covered under Entry No.4 of Schedule-I . 
We do not agree as de-oiled paddy husk used as cattle fodder is exempted 
from tax. In these cases the paddy husk was used as fue l and not cattle feed. 
Hence tax of < 4.30 crore was leviable on thi s purchase/sale. 

IOJ From 1he assessment files a nd returns fil ed by the asscssecs. 
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Table No. 2.24 
~in lakh) 

SI. ' :lnh.' of 1h~ 'umb.-r \s-.•ss llll' nl '\:tnll' Uf \ 'alUl• of Rall' of T:n shurl 
,0, oflicl.' of 'l' :tr commodil~ i:oods l:t\ k\il'd 

dl.':il.-r ('1onth and (Scheduk) k\iable/ 

~ear of le\ icd 

\SSl.'SSRU'nl) (/l<'r a11t) 

I. DC Sec 5, I 2008-09 Paint 142.57 12.5/4 12.12 
CT (February 201 2) (Powder coating) 
Morada bad (V) 

2. JC(CC) I 2008-09 Paint Drier 
Varanasi 1 1235.25 12.5/4 104.99 

(October 2011) (V) 

Total 2 1,377.82 117. 11 

We reported the matter to the Department/Government between April 2013 
and June 2013. In reply the Department stated in August 2013 that these items 
are polishing material/mixture of chemicals which is covered under entry 29 
of Schedule II A. We do not agree with the reply as entry 29 does not include 
these items. As paint drier and paint (powder coating) were specifically sold to 
paint companies 105 u sed for specific purpose, in light of the aforementioned 
judicial pronouncement they are unclassified and to be taxed at the rate of 12.5 
per cent. 

2.11 'on-l~n· of urchase tax 

Under Section 3AAAA of the UPTT Act, every 
dealer who purchases any goods liable to tax 
under this Act from any person other than a 
registered dealer whether or not tax is payable 
by such person, shall be liable to pay tax on 
purchase price of such goods at the same rate at 
which tax is payable on the sale of such goods. 

We observed from the 
records' 06 of two CTOs 
between June 2009 to 
May 2011 that in the 
cases of two dealers fo r 
the period 2006-07 to 
2007-08 (till December 
2007), the AAs did not 
scrutinise the returns 

while finalising the assessments between November 2008 and January 2011 
and levy tax on purchase of goods from unregistered dealers worth ~ 1.89 
crore. This resulted in non levy of tax of~ 8.13 lak:h. The details are shown in 
the table no. 2.25: 

Table No. 2.25 
~in lakh) 

SI. ' a me of 'o. of \sst.•ss mc.•nt ~t.·a1· '\:111ll' of l':t\ahk lfall' of lfaH• 'on 

' '" 1h,· unit d,•akr (\l o nlh ,\;: ~l':tr Commodit~ rurno\ l' I' 1:1\ of 1:1\ '''' ~ of 
of ~lSSt.' SSlllt.' llf} ll'\i:thll' 1,.,j,•d Ta' 

(J'<'I' (Jl<'I' 
n·111) Cl'llt) 

I. DC Sec CT 2006-07 T imber 52.79 2.5 0 1.32 
Debai, (November 2008) 
Bulandshahr 

2. DC Sec 8 2006-07 Tin 96.47 5 0 4 .82 
CT Kanpur October 20 10 Contai ner 

2007-08 39.79 5 0 1.99 
(upto December 

2007) 
Januar 20 11 

Total 2 189.05 8.13 

105 Sold 10 paint manufacturing co. namely Asian Paims Ltd. (various units), Berger Paints India Ltd. Rajdoo1 
Division Jammu, Kamdhenu Paints (Division of Kamdhenu !spat Ltd.) Al war Raj asthan, Monarc h Paints, Punjab 
Paints Colour (P) Ltd.Kanpur , Nerolac Paints Ltd. Kanpur c1c. 

106 Assessment order and fi les re lated to the dealer. 
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We reported the matter to the Department/Government between July 2009 and 
June 2011. The Department accepted (August 20.13) our observation fully and 
levied the tax of< 8.13 lakh. The detail of recovery is awaited (December 
2013). 

2.12 Non-imposition of Penalty/ Interest 

The AAs while finalising the assessments, did not notice the offences 
committed by the dea lers i.e. irregular transactions, transactions out of 
accounts books, transactions against the provisions of the UPTT Act and 
UPVAT Act and Rules made thereunder etc. Though there are clear cut 
provisions for imposition of penalties and charging of interest in the Act. The 
AAs concerned did not initiate action in this regard, resulting in non
imposition of penalty and non-charging of interest amounting to ( 11.10 crore 
as mentioned in the following paragraphs: 

2.12.1 Non-imposition of penalty for delayed deposit of tax 

Under Section 15 (A) (1) (a) of the UPTT 
Act and Section 54 (1) (1) of UPV AT Act, if 
the AA is satisfied that any dealer or other 
person has, without reasonable cause, failed 
to furnish the return of his turnover or fails 
to deposit the tax under the provision of 
these Acts, he may direct the dealer to pay 
by way of penalty in addition to tax, if any 
payable by him, a sum which shall not be 
less than 10 per cent but not exceeding 25 
per cent of tax due, if the tax due is up to 
~ 10,000 and 50 per cent if it is above 
~ 10,000 under UPTT Act and a sum equal 
to 20 per cent of tax due under UPVAT Act. 

In 22 CTOs107 between 
October 2009 and 
December 2012, we 
observed 108 that 27 dealers 
had not deposited their 
admitted tax of< 5 .49 crore 
for the period 2006-07 to 
2009- 10 in time. The delay 
ranged between four and 
844 days. The AAs while 
finalis ing the assessment 
between March 2009 and 
March 2012 did not impose 
penalty of ~ 99 .4 7 lakh in 
addition to the tax levied. 

After we reported these 
cases to the Department/Government between November 2009 and February 
20 13, the Department accepted (August 2013) our observations and imposed 
the penalty of< 79.6 1 lakh in 12 cases and initiated action in the remaining 
cases. The details of recovery are awaited (December 201 3). 

2.12.2 Non-imposition of penalty on concealed turnover/evaded 
liable tax 

Under Section 15 A (1) ( c) of the UPTT Act, if 
the AA is satisfied that a dealer has concealed 
his turnover or has deliberately furnished 
incorrect particulars of his turnover, he may 
direct such dealer to pay by way of penalty, in 
addition to tax, a sum not less than 50 p er cent 
but not exceeding 200 per cent of the amount of 
tax. 

2.12.2.1 We observed109 

in seven CTOs between 
July 2009 to June 2012, 
that during the year 2000-
01 to 2007-08 (up to 
December 2007), seven 
dealers had concealed 
sales turnover of < 4.21 
crore on which tax 
amounting to < 37.26 

107 DC Sec 2 Allahabad, JC(CC) Bareilly, DC Sec 3 Bulandshahar, DC Sec I Basti, DC Sec 4 Barabanki, 
DC Sec 3 Etah, JC(CC-A), JC(CC) Range-B, DC Sec 18 Ghaziabad, JC( CC) G. B. Nagar, DC Sec 6 Jha nsi, 
DC Sec 25 Kanpur, JC(CC) Zone-I , DC Sec 5, 14, 15 & 22 Lucknow, DC Sec 2 Maharajganj. DC Sec 3 & 
11 , AC Sec 9 Noida and DC Sec 12 Saharanpur. 

'
08 Assessment order and fi les related to the dealer. 

109 Assessment order and fi les related to the dealer. 
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lakh was levied by the AAs between February 2007 and January 2012 but the 
AAs did not impose even the minimum penalty of ~ 18.63 lakh. The details 
are given in the table no. 2.26: 

Table No. 2.26 

(< in lakh) 
SI. :\a me of lnit :\umber Assessment year/ Concealed Tax levied Minimum 
'.\o. of Month and year of Turnover on Penalty 

Dealer Assessment Concealed 
Turnover 

I. DC Sec. 1, CT I 2007-08 55.46 2.22 1.11 
Chandauli ( upto December 

2007) 
(January2012) 

2. AC Sec4, CT 1 2007-08 32.89 2.63 1.32 
Ghaziabad (upto December 

2007) 
(August 201 l) 

3. AC Sec 29,CT 1 2005-06 207.35 22.81 11.40 
Kanpur (July 2010) 

4. DC See l , CT I 2000-0 1 5.23 0.57 0.28 
Mau (February 2007) 

2001-02 22. 14 1.56 0.78 
( February 2007) 

2002-03 12.24 1.28 0.64 
( February 2007) 

5. AC Sec 8 ,CT 1 2000-01 19. 16 1.67 0.84 
Morada bad (August 2002) 

6. AC Sec 8, CT 1 2005-06 3 l.00 3. 10 l.55 
Noida ( Aori I 2010) 

7. DC Secl 3,CT I 2000-01 35.44 l.42 0.71 
Varanasi (December 20 I 0) 

Total 7 420.91 37.26 18.63 

We reported the matter to the Department/Government between September 
2009 and July 20 12. The Department accepted our observation (December 
2013) and imposed penalty of ~ 25 .22 lakh in three cases 110 out of which 
~ 1.55 lakh was recovered so far. The Department a lso initiated action of 
penalty in two o ther cases. Reply in the remaining two cases has not been 
received (December 201 3) despite several reminders. 

Under Section 54(1) (2) of UPVAT Act, where 
a dealer has concealed particulars of his 
turnover or has deliberate ly furnished inaccurate 
particulars of such turnover; or submits a false 
tax return under this Act or evades payments of 
tax which he is liable to pay under this Act, the 
AA may direct that such dea ler shall, in addition 
to the tax, if any, payable by him, pay by way of 
penalty, a sum three times of amount of tax 
concealed or avoided. 

2.12.2.2 We observed 
from the records 111 of 44 
CT0s112 between August 
20 11 and March 201 3, 
that 55 dealers concealed 
purchase and sales 
turnover of~ 23.57 crore 
during the year 2007-08 
(from I January 2008 to 
3 1 March 2008) to 
20 I 0- 1 l. The AAs while 
fi na lising the 

assessments between Decem ber 2009 and March 2012 levied tax of ~ 1.09 
crore on this concealed turnover. Though the Appe llate Authorities had 

110 SI. No. 3, 4 and 7 oft he table no. 2.26 
111 Final assessment orders of dealers, accepted tax deposited by dealers a nd order of CT appel late authoriti es. 
112 DC Sec 12, AC Sec 16 Agra, DC Sec 5 Aligarh, DC Sec 2 Badaun, DC Sec 4 Barabanki, DC Sec 3 Barcil ly, 

DC Sec 4 Bulandshahar, DC Sec I, AC Sec I C handauli, DC Sec I Faiz abad, DC Sec 7, 8 & 18 Ghaziabad, AC 
Sec 4 Gonda, DC Sec 12 Gorakhpur. DC Sec 1, 12, 16, 17, 18, 28 & 29 AC Sec I & 2 Kanpur. AC( lncharge) 
Kausbambi, AC Sec 16 Lucknow, DC Sec 2 Mahrajganj, AC Sec 5 Mathura, DC Sec 2 Mirzapur, AC Sec 7 & 8 
Moradabad, AC Sec 4 Muzaffamagar, JC(CC) 1. DC Sec 1 Nazibabad , DC Sec 6, 8, 9 & 10, AC Sec 2 &Noida, 
DC Sec 1 Pratabgarh, DC Sec 6 Saharanpur, DC Sec I Sonebhadra, DC Sec 8 Varana si. 
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confirmed (between December 2010 and September 2012) that the dealers had 
concealed the turnover/evaded payment of liable tax or the dealers had 

11 ' themselves accepted ~ the same and deposited the tax due on the concealed 
turnover, the AAs concerned did not impose penalty of ~ 3.27 crore. 

We reported the m:ltter to the Department/Government between September 
2011 and May 201'.). In reply the Department has accepted (September 20 13) 
our observation and imposed penalty of~ 48.58 lakh in 20 cases. Report on 
recovery in th~se cases and reply in the rema ining cases has not been received 
(December 2013) despite several reminders. 

2.12.3 Non-imposition of penalty on issuance of false declaration 

Under Section 15 A (1) (1) of the UPTT Act, 
any dealer who issues or furnishes a false 
certificate or declaration, by reason of which tax 
ceases to be leviable, shall pay by way of 
penalty in addition to tax, a sum not less than 50 
per cent but not exceeding 200 per cent of the 
amount of tax, which would thereby have been 
avoided. 

We observed114 between 
November 2009 and July 
2011 that two dealers had 
issued or furnished false 
declarations by which tax 
on sale or purchase of 
~ 11.43 lakh was not 
levied during the years 
2002-03 and 2004-05. 
However, the AAs while 

finalising the assessment of these dealers between April 2008 and March 
2011 , did not impose the minimum penalty of~ 5.72 lakh. Details are as 
shown in the table no. 2 .27 : 

Table No. 2.27 

I . DC Sec 5, CT Mathura 2002-03 
(Apri l 2008) 

2. JC (CC), CT Robertsganj 2004-05 

Sonebhadra (March 20 I I) 

Total 

Rodi, Gilli, 
Bodarpur& 

Sand 

Aluminium 
Ingots & Ridda 

Rods 

~in lakh) 

42. 13 1.88 0.94 

159.25 9.55 4.78 

201.38 11.43 S.72 

After we reported the matter between December 2009 and September 2011 the 
Department accepted (August 2013) our point and stated that action on 
imposition of penalty has been started; ~ 46,000 has been recovered so far. 

113 In one case of DC Scc3 Bareilly dealer has not appealed the order of AA. 
114 From the assessment order and fil es related 10 the dealer. 
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2.12.4 Non-imposition of penalty on delayed deposit and short 
deduction of works contract tax 

Under Section 8D (6) of the UPTT Act and 
34(8) of UPVAT Act, a person responsible for 
making payment to a contractor, for discharge 
of any liabi lity on account of valuable 
consideration payable for the transfer of 
property in goods in pursuance of works 
contract, shall deduct an an10unt equal to four 
per cent of such sum, payable under the Act, on 
account of such works contract. ln case of 
failure to deduct the amount or deposit the 
amount so deducted into the Government 
treasury before the expiry of the month 
fo llowing the month that in which deduction is 
made and before the expiry of 20th day of the 
month fo llowing the month that in which the 
deduction was made, the AAs may direct that 
such person sha ll pay by way of pena lty a sum 
not exceeding twice the amount so deducted. 

2.12.4.1 We observed 
from the assessment 
o rders between 
September 201 I and 
August 2012 in 13 
CTOs that 13 dea lers 
while making payment 
to the contractors, 
deducted works 
contract tax (WCT) of 
~ 1.44 crore at source, 
during the years 
2005-06 and 2008-09 
but did not deposit the 
same into the 
Government treasury 
within the prescribed 
time. The delay 
ranged between tlu·ee 
and 1285 days. The 
AAs while fi nalising 

the assessments between March 2009 and Apri l 201 2 did not impose the 
penalty of~ 2.88 crore as mentioned in the table no. 2.28: 

Table No. 2.28 

~ in lakh) 

IX Sec 2, CT 2007-08 (VAT) 4 .81 26 to 78 9.61 
Azamgarh March 2011) 
AC Sec 2, CT Amroha 2008-09 4 .17 120 to 18 1 8.34 

(A ril 20 12 
DC Sec 12, CT 2007-08 (UPTT) 3 .67 11 7 lo 362 7.34 
Ghaziabad March 20 10) 

2007-0S (VAT) 1.88 38 lo 98 3.77 
March 20 10 

AC Sec 16, CT 2008-09 3 .43 7 to 38 6.86 
Ghaziabad (Januar 201 2} 
AC Sec 3 .CT 2007-08 (UPTT) 30.68 6 to 421 61 .36 
G.B.Nagar (December 20 I 0 

2007-0S(VAT) 11 .28 16 to 690 22.56 
December 20 I 0) 

AC Sec 4 CT Gonda 2008-09 28. 18 13 to 11 5 56.35 
(March 2012 

JC(CC)-2, CT Kanpur 2008-09 2.32 63 to 275 4.64 
Ma1d 1 201 2) 

DC Sec 12. CT 2007-08 (VAT) 8.34 13 lo 26 16.68 
Lucknow ( March 20 11) 
DC Sec 7, CT 2008-09 30.83 24 lo 94 61.66 
Lucknow (February 201 2) 

AC Sec 8, CT 2007-08(VA T) 3.49 19 to 11 82 6.98 
Momdabad ( March 201 1) 
DC Sec 11, CT 2007-0S(UPTT) 1. 10 12 10 23 2.20 
Noida ( July 20 10) 

AC Sec 3, CT Noida 2005-06(UPTT) 1.34 3 to 1285 2.68 
( March 2009) 

AC Sec I, CT 2008-09 8.52 17 10 53 17.04 
Ra m ur Au •ust 201 1 

Total 13 144.04 288. 07 
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After we reported the matter to the Department/Government between 
November 2010 and November 2012, the Department replied (September 
2013) that the penalty of<' 1.08 crore has been imposed in seven cases 115and 
action in the remaining cases has been initiated. 

2.12.4.2 We ol ,~erved from the records 11 6 of D C Sector 8 CT, Lucknow in 
August 2012 that during the year 2008-09, a dealer 11 7 deducted only<' 1.39 
crore tax at source while making the payment of<' 57 .29 crore to contractors. 
As per the pre vi sions of the Act, the tax of<' 2 .29 crore at the rate of four per 
cent was required to be deducted at source and deposited . The AA while 
finalising the assessment in March 2012 failed to notice this short deduction of 
tax at source of<' 90.52 lakh. This resulted in short levy of tax of<' 90.52 lakh 
besides penalty. 

We reported the matter to the Department/Government in December 2012. 
The Department has accepted (September 2013) our observation and imposed 
the penalty of<' 1.81 crore, however, details regarding recovery of the short 
lev ied tax of<' 90.52 lakh has not been furnished. Recovery of penalty and 
levy of short deposited tax is awaited (December 2013). 

2.12.5 Non-imposition of penalty under CST 

Under Section 10 and 10 A of the CST Act, a 
registered dealer may purchase any goods from 
outside the State at concessional rate of tax 
against declaration form 'C'. If such goods are 
not covered by his Registration Certificate 
(RC) under the Central Sales Tax Act or the 
goods purchased from outside the state at 
concessional rate of tax are used for a purpose 
other than that for which the registration 
certificate is granted, the dealer is liable to be 
prosecuted. However, in lieu of prosecution, if 
the AA deems it fit, he may impose a penalty 
up to one and half times of the tax payable on 
the sale of such goods. 

We observed 11 8 in 10 
CTOs between August 
2009 and September 
20 I 2, that during the 
year 
2005-06 to 2009-10, 10 
dealers purchased goods 
valued at <' 6.83 crore at 
concessional rate of tax 
against declaration in 
Fonn 'C' which were not 
covered by their 
certificates of 
registration. The AAs 
while finalising the 
assessments between 

March 2009 and March 2012 did not scrutinise the Registration Certificate and 
utilisation details of Form ' C'. As no such deterrent action was taken , penalty 
of ~ 99.86 lakh was not imposed . The details are mentioned in the table no. 
2.29: 

115 A t SI. No. I , 3, 4 ,6 , 7, 8 & 12 
116 Assessment order and fi le related to the dealer. 
117 Execut ive Engineer Lucknow Division, Sharda Nahar Lucknow. 
118 From the assessment order and fi les related to the dealer. 
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Name of llnil 

OC Sec 2, CT, 
Barabanki 
OC Sec 5, CT, 
Gorakhpur. 

OC Sec l ,CT, Greater 
Noida 

D.C.See 18,CT, 
Kanpur 

AC Sec I, 
CT, Lakhim ur Kheri 
DC Sec 19,CT, 
Lucknow 
DC Sec 4 ,CT, Meerut 

AC Sec 9,CT,Nodia 

OC Sec 9,CT, 
Saharanpur 

OC Sec 17,CT, 
Varanasi 

Total 

No. of 
dealer 

10 

Assessmenl ~·car/ 

:\lonlh and year 
of Assl•ssmenl 

2006-07 
March 2009 

2007-08 
(01.01.08 10 

3 1.03.08) 
(March 20 11 ) 

2008-09 
(March 2012) 

2008-09 
(March 2012) 

2008-09 
Februa 20 12 

2006-07 
March 2009 

2008-09 
(March 2012) 

2007-08 
(March 20 I I ) 

2007-08 
(0 1.0 1.08 to 

3 1.03.08) 
(August 2011) 

2005-06 
(March 2009) 

Table No. 2.29 

l'\jaml' nf lhl' 
eo1111nodil ~ nol 

l'O\'l' t'l'd h~· 

rei:islralion 
n ·rl ific :tll' 

Yam 

D.G. Sel, Truck' 19 

Mountec, 
Batching Plant 
Bentonite Powder 
& Tata 
Tripper(UPTT)Bat 
te 
Engine and 
Shuttering 
Material 
U Jack 
Tiles and 
Shuttering 
Material 
Rent on D.G. Set 
(UPTT) 
Rent on D.G. Set 
(VAT 

D.G. Set 

D.G. Set 

Hot Mix Plant 
Air Compre ssor, 
Generator 
JCBBDX Vibrator 
and Weight Mix 
Plant 

Transformer Parts 
and Accessories 
Diesel Engine 
Spare Parts and 
Chemical 
BOPP Tape 
VAT 

Adhesive/Gum & 
Shrink Sleeves 
(VAT) 
BOPP Tape 
(UPTT) 
Adhesive UPTT 
Shrink Sleeves & 

Plastic Bag 
UPTT) 

D.G. Set and Hot 
Crane Geared 
Trolley Grinder 
Base Plate 

i\111011111 
of 

1rnrchase 

13.30 

397.02 

7.92 

3.71 
11.55 

29.20 

20.86 

11 .99 

88.02 

23.72 
53.63 

4.66 

0.62 

0.24 

0.61 

0.24 

0. 18 
2.29 

12.81 

682.57 

lfall' of 
lax 

(jl<'r ("£'111) 

8 

10 

10 

12 
12.5 

10 

4 

4 

10 

12.50 
12.50 

12.50 

4 

4 

12.50 

5 

12 
10 

10 

l~ale of Penally 
penal!~· imposable 

impmahle 
(jler 1'<'111) 

12 1.60 

15 56.85 

15 1.1 9 

18 0.67 
18.75 2.16 

15 4.38 

6 1.25 

6 0.72 

15 13.20 

18.75 4 .45 
18.75 10.05 

18.75 0.87 

6 0.04 

6 0.01 

18.75 0. 11 

7.50 0.02 

18 0.03 
15 0.34 

15 1.92 

99.86 

After we po inted out these cases to the Department/Governme nt between 
December 2009 and December 20 12, the Department accepted our observation 
(September 2013) and imposed penalty of ~ 22. 18 lakh in six cases 120 and 
stated that action has been initiated in rema ining cases. 

119 The concession has been claimed for period prior to the period covered under the ceni fi catc of rcgist rnt ion. 
120 At SI. No. I, 5, 6. 8. 9 and I 0. 
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2.13 ~on-le\). of l'ntr~ ta\ 

Under Section 4 of the UP Tax on Entry of 
Goods Act, 2007, entry tax on value of goods is 
leviable as per schedule of rates notified by the 
Government from time to time. 

We observed from the 
records121 of 22 CT0s122 

between April 20 11 and 
March 2013 that during 
2005-06 to 2009-10, 23 
dealers purchased goods 

worth ~ 31.17 crore from outside local area. The AAs, while finalising the 
assessments between March 20 10 and May 2012, did not examine the issue 
that the goods were purchased out of local area on which entry tax was 
leviable, resulting in non levy of entry tax of~ 61.46 lakh. 

After we reported the matter to the Department/ Government between May 
2011 and May 2013, the Department in his reply123 accepted (September 
2013) our observation and stated that entry tax of~ 44.30 lakh has been levied 
in six cases124 of seven dealers out of which~ 12.05 lakh has been recovered 
and action has been initiated in one case. Reply in remaining CTOs has not 
been received (December 2013) despite several reminders. 

2.14 I ncorrcct C\Clll >tion/cor1cl'ssion in CST 

2.14.1 Incorrect exemption against Form 'F' 

Under Rule 12(5) of CST (Registration & 
Turnover) Rules, 1957, a single declaration in 
form 'F' may cover transfer of goods, by a 
dealer, to any other place of his business or to 
his agent or principal as the case may be, 
effected during a period of one calendar month. 

From the assessment 
orders and assessment 
fil es of three CTOs we 
observed between 
October 2007 and August 
2012 that three dealers 
transferred goods out of 
State worth ~ 5.59 crore 

during the years 2004-05 and 2008-09 against 23 Form 'F.' ln contravention 
of the Rules, the A As while finalising the assessments between January 2007 
and February 2012 allowed transaction of more than one calendar month on a 
single Form 'F'. Whereas the transactions covered beyond one month and 
claimed for concession in same Form 'F' were not eligible for concession. 
This resulted in incorrect exemption of CST of~ 12.53 lakh on transactions of 
~ 1.61 crore as detailed in the table no. 2.30: 

Table No. 2.30 
~ in lakh) 

SI. i\:1111<' nf lh<• i\11111h<·r .\ \WSSlll<' lll \l':tr 'l:tllll' of 
t'OUllUOdil~ 

rot al'"""' I ran':tl' lit•n l' t 1\t• n.· 4I lbl •' of 1:1\ llTl'l!,lll:u · 

i\o. unil of 1kakrs ( \lonlh ,I(: ~1·ar of of gnud\ afh· r all11,, i11;.: lniahk t'\l' tnplio n 

I. 

2. 

3. 

:l\\l'S\llll' lll) <'m •·n·tl h~ h<·ndl l o l 1110111h', (}'1'r , .l 'll/) :1 llo1u•1l In 

ohi<'l'll'<i t r au,;1rtiun lhl· 
Funn' lwn..tkial lo•kakr 1k:1krs 

DC CT 2004-05 Wheat 14.10 3.60 8 0.29 
Lalitp ur (January 2007) J llar 1.94 4 0.08 
DC Sec 5, 2008-09 Readymade 169.02 85.57 4 3.42 
CTNoida December 20 11 Gannent 
DC Sec I, 2008-09 Asbestos Sheet 375.38 69.90 12.5 8.74 
CT Raebareli (February 2012) 

Total 3 SSS.SO 161.0 1 l2.S3 

121 Assessment order and fi les related to the dealer. 
122 JC(CC) E1awah, .JC(CC), DC Sec 2 G. B. Nagar, JC(CC) A, Range-B, DC Sec 9, 10, 12 & 14 Ghaziabad, DC 

Sec 2 Gonda, AC Sec 4 Gorakhpur, JC(CC) Jhansi, DC Sec 17 Kanpur. AC Kaushambi, DC Sec 2 
Lakhimpurkhi ri, DC Sec 4 Mathura. DC Sec 4 Meernt , DC Sec I Muzaffamagar, JC(CC) I, DC Sec 6 Noida, 
DC Sec I Raebareli. DC Sec 2 Sambhal. 

123 In seven CTOs-JC(CC) and DC Sec 2 G. B. Nagar, JC(CC) I and DC 9 Ghaziabad, DC Sec 2 Gonda. DC Sec I 
Muzaffamagar and DC Sec I Raebareli involving cigh1 dealers only. 

12
• SI. No. 2, 3, 4, 6, 18 & 2 1. 
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After we pointed out these cases, the Department (August 2013) accepted our 
observation and stated that action is being taken, and in one case125 CST bas 
been levied and recovered . Recovery in other cases is awaited (December 
20 13). 

2.14.2 Incorrect exemption of tax on consignment sale 

We observed fro m the 
Under section 6A of the Central Sales Tax Act, records of DC Sector-
read with Rule 12(5) of CST (Registration and 1, CT, Nazibabad, in 
Turnover) Rules, a dealer is entitled to March 2013, that 
exemption on stock transfer of goods to other during the year 2007-
States, if he furnishes a declaration in form 'F' 08 (01 January 2008 to 
obtained from the transferee contammg 31 March 2008) a 
complete particulars i.e. central registration dealer had declared 
number, date of validity, number and date of consignment sa le of 
purchase order etc., at the time of assessment. craft paper of ~ 2.97 
One Form 'F' may cover transactions of one crore in his monthl y 
calendar month only. In case the transaction is return in Form XXIV. 
not covered by form 'F ', tax is leviable at the At the time of 
rate applicable to the sale or purchase of such assessment the dealer 
goods inside the State. Under Rule 45(2) of the furni shed Form 'F ' 
UPVAT Act, a dealer has to furnish separate covering transaction of 
information about consignment sale in monthly ~ 1.99 crore for year 
return in Forn1-XXIV. Craft paper is taxab le at 2007-08 ( January 
the rate of four per cent under schedule II of the 2007 to March 2008). I 
UPVAT Act. Thus, Fo1m 'F' for the 

transactions of ~ 98 
lakh was not submitted by the dealer. The AA, rather levying tax 126 of ~ 3.93 
lakh and the interest thereof ~ 2.95 lakh, a llowed the incorrect exemption on 
the turnover not covered by Form 'F '. This resu lted in incorrect exemption of 
tax and interest of~ 6.88 lakh. 

We pointed out the matter to the Department/Government in May 20 13. Their 
reply has not been received (December 201 3) despite several reminders . 

125 ~ 37,000 at SI. o. I 
126 at the rate of four per cent 
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2.14.3 Incorrect exemption on inter-State sale of molasses 

Under Section 8(1) of Central Sales Tax (CST) 
Act, tax on inter-State sale of goods (other than 
declared goods) covered with Form 'C' is 
leviable at the rate of three p er cent from 1 April 
2007. Under Section 8(2) of CST Act, tax on 
sale of goods not covered by declaration in Form 
'C' is leviable at the rate applicable on sale or 
purchase of such goods inside the appropriate 
State from l April 2007. Further, vide 
notification dated 15. l.2000 tax on sale of 
molasses is leviable at the rate of 20 per cent 
from 17 January 2000 to 31December 2007. It 
has judicially* been held that if the 
administrative charges are paid, sales under the 
UPTT Act will be exempted from payment of 
tax but this exemption is not allowed in case of 
inter State sale. Further, it has also judicially 
been held that provisions of Section 8 (2A) of 
the CST Act, would be applicable only where 
the goods are exempt from tax generally and not 
under some specified condition. 

* Hon' bl e High Court's decision in the case of Mis Dbampur Sugar 
Mills Ltd. Dhampur vis CST Uttar Pradesh. 

# Hon "ble High Court 's decision in the case of CST vis Mohka mpur 
Tea Garden, STJ 200 1 Al l. HC 97 

We observed from the 
assessment fil es of DC 
Sector J, Nazibabad in 
March 2013 that in case 
of a dea ler for the period 
2007-08 (0 l Aptil 2007 
to 3 J December 2007) 
while finali sing the 
assessment in March 
201 1 the AA incorrectly 
granted exemption of 
tax of ~ I 1.88 lakh on 
inter-State sa le of 
molasses of~ 3.96 crore 
covered by Form ' C' 
and ~ 70 lakh on 
concealed turnover of 
~ 3.50 crore. This 
incorrect exemption was 
allowed by the AA on 
the basis that 
administrative charges 
had been paid by the 
assesse on it. As 
exemption on sa le of 
molasses was not 
general but 

conditional 127
, centra l sa le of this does not qualify for exemption in the light of 

aforesa id decision of Hon ' ble High Court. Hence the AA allowed incorrect 
exemption of~ 81.88 lakh. 

We reported the matter to the Department/Government in May 2013. The 
Department has accepted (December 2013) our observation and levied the tax 
of~ 81 .88 Jakh. Report on recovery has not been received (December 2013). 

127 Thal administrative charges have been paid on suc h molasses. 
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2.14.4 Incorrect exemption against Form 'H' 

Under the provision of Section 5 of CST Act 
read with Rule 12(10) of CST(R&T) Rules 
1957, a sale or purchase of goods shall be 
deemed to take place in the course of the export 
of the goods out of the territory of India only if 
the sale or purchase either occasions such 
exports or is effected by a transfer of 
documents of title to the goods after the goods 
have crossed the custom frontier of India with 
the condition that the declaration shall be in 
Form 'H' and shall be furnished to the 
prescribed authority at the time of assessment. 
Form 'H ' is a certificate of export which is 
issued by the exporter (purchasing dealer) to the 
selling dealer that goods purchased from him is 
exported out of India. Further, the terms and 
conditions for submission of forms only for one 
quarter applicable to Form 'C' will apply to 
certificate in Form 'H' also. 

We observed from the 
records128 of two 
CT Os between 
December 2010 and 
March 20 12 that two 
dealers for the period 
2007-08 (1 April 2007 
to 3 J December 2007) 
exported goods valued 
at ~ 7 .02 crore and 
each has submitted 
one Form 'H' for the 
entire transaction 
made during the year 
2007-08, rather than 
submit separate form 
'H' fo r each quarter. 
Out of the total 
transactions, the 
transaction of ~ 1.06 
crore pertained to 
more than one quarter. 

The AAs while fina lising the assessment between July 2009 and February 
2010 incorrectly allowed exemption of tax of~ I 0.4 7 lakh as shown in the 
table no. 2.3 1: 

Table No. 2.31 
~in lakh) 

DC CT, Kosikala 2007--08 Acid Casin, 652.19 81.20 8 6.50 
(February-20 I 0) Lactose, 

Grade wder 
AC Sec 4 CT, 2007--08 Glass ware 50.20 24 .84 16 3.97 
Moradabad (Jul -2009 

Total 2 702.39 106.04 10.47 

After we reported the matter to the Department/Government between January 
20 11 and May 20 12, the Department stated (September201 3) that tax of 
~ 10.47 lakh has been levied in both the cases. Report on recovery has not 
been received (December 20 13). 

2.15 ~on le' y of State De,·elopment Tax 

Under Section 3H of the UPTT Act 1948 read 
with Commissioner's circular dated 3 May 2005 
as applicable from 1 May 2005, State 
Development Tax (SDT) at the rate of one per 
cent of taxable turnover shall be levied on a 
dealer whose annual aggregate turnover exceeds 
~ 50 lakh. The SDT shall be realised in addition 
to the tax payable under any other provision of 
this Act. 

128 From the assessment order and files related to the dealer. 
129 Between February 2008 and December 20 11. 
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year 2005-06 to 2007-08 (till December 2007), did not levy the SDT on 
taxable turnover of~ 8 l .2 1 crore. This omission resulted in non levy of SDT 
of~ 8 1.21 lakh as mentioned in the table no. 2.32: 

Table No. 2.32 
~in lakh) 

SI. Name of the unit Number Assessment year Taxable SDT leviable 
No. of dealers (Month and year of turnover 

assessment) 

I. DC Sec 12, CT, Agra I 2006-07 635.35 6.35 
(October 201 1) 

2. AC Secs, CT, I 2007-08 111.00 I. I I 
Ghaziabad (March 20 I 0) 

I 2007-08 87.00 0.87 
(March 20 I 0) 

3. DC Sec 15, CT, I 2005-06 62.89 0.63 
Ghaziabad (February 2010) 

4. DC Sec9, CT, I 2006-07 96.76 0.97 
Gorakhpur (September 20 I I) 

5. DC Sec 28, CT, I 2006-07 143.97 1.44 
Kanpur (December 2010) 

6. DC Sec I, CT, I 2005-06 6,377.87 63 .78 
Kanpur (February 2008) 

7. DC Sec2, CT, I 2006-07 170.08 1.70 
Noida (December 20 11) 

8. AC Sec2, CT, I 2006-07 184.23 1.84 
Rampur (December 20 I 0) 

9. AC,CT, I 2005-06 252.08 2 .52 

Shikohabad 
(June 2008) 

Total 10 8,121.23 81.21 

After we pointed these cases to the Department/Government between January 
2009 and August 2012, the Department accepted our observation and stated 
that in six cases (at S l. No. 1, 2, 3, 5, 6 and 9 of the above table), SDT of 
~ 73.74 lakh has been levied. Report on recovery and reply in the remaining 
cases has not been received (December 2013) despite several reminders. 
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2.16 Cases without com lete information were deemed assessed 

Under Section 24 of the UP Value Added Tax 
(UPV AT) Act 2008, every taxable dealer shall 
submit tax return of his self assessed turnover of 
tax within the prescribed time, form and manner. 
Under Section 27 of the Act, every dealer who 
has submitted annual return of turnover and tax, 
in the prescribed time, form and manner, shall 
be deemed to have been assessed to an amount 
of tax admittedly payable him. Ru le 45 of the 
UPV AT Rules 2008 provides that a tax return 
shall contain the detailed information regarding 
sale and purchase, search and seizure, taUy of 
goods in trading, computation of taxable 
purchase/sale and tax payable on purchase/sale, 
penalty/provisional assessment etc. and result in 
appeal/writ, input tax credit and reverse input 
tax credit (ITC/RJTC), tax deposited m 
Treasury/banks etc. 

In 88 CTOs130
, out of 

3, 7 18 deemed assessed 
cases, we test checked 
1693 cases in 2012-13 
and found that in 12 
per cent of these cases 
fo r the year 2007-08 to 
20 l1-1 2, incomplete/ 

inaccurate 
info1mation 13 1 was 
given in the prescribed 
forms of tax returns 
submitted by the 
dea lers. Lack of 
complete information 
on the turnover of sales 
or purchases or both 
does not remain 
worthy of credence and 
the amount of tax 
payable and amount of 

input tax credit cla imed, both no longer remain credible. Hence, these cases 
were required to be assessed after proper hearing and examination of books of 
accounts of the dealer. We noticed that in all these cases the AAs over looked 
the missing information in the returns while declaring the cases deemed 
assessed. Thus, allowance of inegular ITC and short levy of tax could not be 
ruled out. 
We reported the matter to the Department/Government between June 2012 and 
March 2013 The Department accepted (September 20 13) our observation and 
stated that tax, penalty and interest of~ 1 .29 lakh has been levied in eight 
cases132 and~ 31,096 has been recovered so far. Action has been initiated in 12 

133 d . l b k . h . . cases an con ecttve measures 1ave een ta en mt e remammg cases. 

130 AC Sec I I Agra, DC Sec 11 Aligarh, DC Sec 3 Allahabad, DC Sec 7 CT Al la ha bad , DC Sec 12 Allahabad, 
AC Sec 12 Allahabad. DC Sec 2 Amroha , DC Sec 2 Barcilly. AC Sec I Bareilly, AC Sec 5 Barcilly, DC Sec 2 
Budaun, AC Sec 2 Budaun, AC Sec I CSM Nagar Gauriganj , DC Sec 2 CT Etawah, DC Sec 4 Faizabad , AC 
Sec 5 Faizabad. AC Sec 2 G.B. Nagar, AC Sec 3 G.B. Nagar, DC Sec 5 CT Ghaziabad, DC Sec 6 CT 
Ghaziabad, DC Sec 7 G haziabad, DC Sec I 0 Ghaziabad, DC Sec 14 Ghaziabad, AC Sec 5 CT Ghaziabad, AC 
Sec 6 Ghaz iabad, AC Sec 7 Ghaz iabad, AC Sec 8 Ghaziabad, AC Sec I 0 Ghaziaba d, AC Sec 18 Ghaziabad, 
DC Sec 4Gonda. DC Sec l Gorakhpur, DC Sec 2 Gorakhpur, DC Sec I 0 Gorakhpur. DC Sec I 2Gorakhpur. AC 
Sec I 0 Gorakhpur. DC Sec 4 Ha pur, DC Sec 2 Hathras. AC Sec 2 Hasanpur, DC Sec 6 Jhansi. DC Sec 15 
Kanpur, DC Sec 16 Kanpur, DC Sec 19 Kanpur, DC Sec 28 Kanpur, AC Sec 10 CT Kanpur, AC Sec 15 
Ka npur, AC Sec 16 Ka npur. AC Sec 18 Ka npur, AC Sec 27 CT Kanpur, AC Sec 29 Kanpur, AC Sec 30 
Ka npur, JC(CC) Lucknow, DC Sec 8 Lucknow, AC Sec 3 Lucknow AC Sec 15 Lucknow, DC Sec 15 Lucknow. 
DC Sec 16 Lucknow, DC Sec 17 Lucknow, AC Sec 18 Lucknow, DC Sec 4 CT Meerut , DC Sec 6 Meerut, DC 
Sec 8 Mee rut, DC Sec 9 Mee rut. AC Sec I 0 Mee rut, DC Sec I 0 Meerut, AC Sec 8 Mee rut, DC Sec 2 Mirzapur, 
DC Sec 7 Muzaffar agar, AC Sec 5 M uzaffa r Na gar, CTO Sec 7 Muzaffar agar, DC Sec 3 Noida , DC Sec 4 
CT Naida, AC Sec 4 CT 1oida, AC Sec 6 CT Na ida, AC Sec 8 CT Naida, AC Sec 9 Naida, AC Sec 13 Naida, 
CTO Sec 4 Naida. DC CT Pa liakalan, DC Sec I Ra mpur, AC Sec I Rampur, DC Sec 4 CT Saharanpur, DC Sec 
5 CT Saharanpur, DC Sec 6 CT Saharanpur, DC Sec I Sonebhadra. DC Sec 8 € T Varana si, DC Sec 14 CT 

131 

132 

133 

Varanasi, DC Sec 15 CT Varanasi, AC Sec 8 Varanasi . 
Na me, quantity and code of the commodity accordi ng to applicable rate of tax, improper calculat ion of 
ITC/R ITC, improper computation of tax, prescribed columns and annexure of the prescribe forms arc 
incomplete or inaccurate, separate information reg. opening and closing balance etc. 
DC Sector 12 Allahabad, AC Sector 5 Ghaziabad, AC Sector 18 Ghaziabad DC Sector 4 Gonda, DC Sector I 
Gorakhpur, DC Sector 15 Lucknow DC Sector 3 and AC Sector 13 Noida. 
AC Sector I Amethi (Gauriganj), DC Sector 4 and 6 Ghaziabad, AC Sector 5 and 7 Ghaziabad, DC Sector 2 
Hathras, DC Sector 28 Kanpur, AC Sector 29 Kanpur, AC Sector 8 Meerut, AC Sec tor 4 Naida, DC Sector 4 
and 5 Saharan ur. 
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Chapter-II: Tax 011 Sales, Trade Etc. 

2.17 :\on- charging of interest 

Under section 33(2) of the UPV AT Act 2008, 
every dealer liable to pay tax is required to 
deposit the amoc.mt of tax into the Government 
treasury before the expiry of due date. The tax 
admittedly payable by the dealer, if not paid by 
the due date, attracts interest at the rate of one 
and quarter per cent per month on the unpaid 
amount with effect from the day immediately 
following the last date prescribed till the date of 
deposit. 

2.17.1 Vile observed 
from the records134 of 14 
CT Os between 
December 2011 and June 
2013 that 19 dealers 
deposited admitted tax of 
~ 1.68 crore during the 
years 2007-08 (1 January 
2008 to 31 March 2008) 
to 2009-10 with delays 
ranging between 434 and 
1,763 days. Belated 
payment of admitted tax 

attracted interest of~ 59.65 lakh upto date of deposit of tax. This was not 
charged by the AAs at the time of passing the assessment order. The details 
are mentioned in table no. 2.33: 

Table No. 2.33 
(< in lakh) 

DC Sec- I CT, 2008-09 (September 20 11) l.l8 1267 15 0.61 
Badaun 1.88 11 85 15 0.91 
DC Sec-3 CT, 2008-09 (March 20 12) 3.50 76 1 15 1.09 
Etah 0.73 844 15 0.25 

1.53 844 15 0.53 
DC Sec-4 CT, 2007-08(V AT) (September 201 1) 1.43 1229 15 0.72 
Faizabad 
DC Sec-4 CT, 2008-09 (September 20 11) 5.28 1338 15 2.47 
Firozabad 

JC(CC) Zone B, 2008-09 (March 20 12) 1.81 606 15 0.45 
CT Ghaziabad 

2008-09 (May 20 12) 4.85 1241 15 2.47 

AC Sec-4 CT, 2007-08 (UPTT) (June 2012) 0.94 92 14 O.o3 
Ghaziabad 

2008-09) (June 20 11 ) 1763 15 0.68 
JC(CC) CT, 2007-08(V AT) (March 20 11 ) 3.50 435 15 0.63 
Gorakh ur 
DC Sec- 6 CT, 2008-09 ebrua 20 12 38.75 966 15 15.39 
Jhansi 2009-10 March 2013 75.58 601 15 18.67 
DC Sec-2 CT, 2007-08(UPTT) (March 2010) 3.30 92 14 0.1 2 
Kanpur 2008-09) (March 2010) 1180 15 1.39 

DC Sec-5 CT, 2007-08(VAT) (September 201 1) 11.12 1368 15 6.25 
Kan ur 
DC Sec-16 CT, 2008-09 (September 20 11) 2.71 1340 15 1.49 
Kanpur 

DC Sec-14 CT, 0.43 1360 15 0.24 
Lucknow 0.51 1403 15 0.29 

0.25 1336 15 0. 14 
1.12 1426 15 0.64 
3.68 1428 15 2.1 6 

DC Sec-6 CT, 2.74 1407 15 1.53 
Noida 
DC Sec-4 CT, 2008-09 (February 20 I I) 1.36 897 15 0.50 
Saharan ur 

19 168.18 59.65 

Vile reported the matter to the Department/Government between January 2012 

and March 2013. The Department accepted (December 201 3) our ob'Servation 

134 Assessment files and returns fi led by the dealers. 
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and recovered interest of ~ 18.42 lakh in five cases 135 ra ised demand of~ 3.76 
lakh and action fo r recovery of interest in seven cases 136 has been initiated. 

2.17.2 

2.17.2.1 

Encashment of Bank Guarantee/FDR 

Non-charging of Interest on encashment of Bank 
Guarantee/FDR 

Legislative 
Under Section 4 of the UP Tax on Entry of competence o f 
Goods Act 2007, amended in 2008 and 2009, Government of UP to 
entry tax on value of goods is leviable as per levy Entry tax on 
schedule of rates notified by the Government entry of scheduled 
from time to time. As per Section of 13 of the goods into local area 
said Act provisions of Section 33 ofUPVAT Act was cha llenged in the 
and Section 8 of the UPTT Act, are applicable Hon'ble High Court. 
on all proceedings under UP Tax on Entry of The Hon' ble High 
Goods Act 2007. Under Section 33(2) of Court on initial 
UPVAT Act and Section 8(1) of UPTT Act hearing of the matter 
every dealer liable to pay tax is required to between October 
deposit the amount of tax into the Government 2007 and May 20 10 
treasury before the expiry of due date failing ordered the dealers to 
which simple interest at the rate of one and deposit the impugned 
quarter per cent per month (14 per cent per entry tax in form of 
annum in UPTT period) shall become due and Bank Guarantee 
be payable on unpaid amount with effect from (BG)/Fixed Deposit 
the day immediately following the last date Receipts (FDR). The 
prescribed till the date of payment. Order under final orders of 
Section 9(4) of UP Tax on Entry of Goods Act, Ho n' ble High Court 
is separately passed by AA in case of items on (December 2011 ) 
which entry tax is leviable. upheld the 

competence of 
Government of UP to 

levy the said entry tax. As a consequence of the above orders of the Ho n' ble 
High Court entry tax became leviab le/payable and the AAs were required to 
pass assessment order under Section 9(4) of UP Tax on E ntry of Goods Act 
in cases where impugned entry tax as BG/FDR was deposited . 

From the records137 of 17 CTOs 138 between July 20 12 and July 2013, we 
noticed that in cases of 30 dealers, the BG/FDR were encashed by the AAs 
after the final orders of the Hon' ble High Court. 

We noticed that only in fi ve cases, 139 the AAs concerned levied the interest 
due ~ 46 .40 lakh, on the belated deposit of entry tax after encashment of the 
BGs/FDRs. In the remain ing 25 cases though the BGs/FDRs were encashed , 
the interest leviable on the belated deposit of entry tax was not charged by the • 
AAs. 

Since the BGs/FDRs were fo r the entry tax due in the year in question, onl y 
the entry tax due was deposited o nce the BGs/FDRs were encashed. Though 
the admitted entry tax of ~ 52.02 crore was deposited in Government treasury 
after a delay rang ing from 20 months 28 days to 55 months seven days, the 

135 Mentioned at SI. No. 1,3,6.7 and 8 of the table no. 2.33 . 
136 Mentioned at SI. No. 2,4.9,10, 12,13 and 14 of the table no. 2.33 
137 Assessment riles, demand register 
138 JC(CC) and DC Scc1or 10 Aligarh, J C(CC) I and 2, DC Sect or 6, 7, 9 and 15 Glrnz iabad, .IC (CC) I and 2, DC 

Sector 6, 14 and 22 Kanpur. JC (CC) I Lucknow. DC Sec1or I and 6 Muzaffarnagar, DC Seclor 8 Varanasi. 
m Mi s Whirlpool of India Lid. and Mis Varun Breweries Lid. of JC(CC) I Ghazi a bad, M/s I la rs ho Steels (P) Ltd of 

JC (CC) 2 Ghaziabad. M/s lnlcrnat ional Tobacco Company Lid. of DC Sec1or 6 and Mi s M<mgalam Wires ( P) Lid. of 
15 Ghaziabad. 
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I. JC(CC) I 
Kanpur 

2. JC(CC) 
Lucknow 

3. DC Sec 19 
Varanasi 

Total 3 

Chapter-11 : Tax 0 11 Sales, Trade Etc. 

AAs fa iled to charge interest of ~ 26.7 1 crore, on the delayed credit to the 
Government account as shown in Appendix-II. 

After we reported the matter to the Department/Government between October 
201 2 and March 2013 , the Department accepted our observation and stated 
(September 201 3) that demand of~ 5.90 crore has been ra ised in 10 cases in 
seven CTOs140 and interest of~ 34.09 lakh has been recovered in fi ve cases. 

2.17.2.2 Non-encashment of bank guarantee/FDR 

ln records14 1 of three CTOs between December 2012 and May 201 3 that in 
cases of three dealers; during the year 2008-09 to 2009-10, the BG/FDR 
deposited by the dea lers were to be enchased by the AAs in compliance to 
orders of Hon' ble High Court while passing the order under Section 9(4) of 
UP Tax on Entry of goods Act. We noticed that while fina lising the cases 
between March 20 11 and January 201 2, the AAs gave the benefit of deposit of 
tax to the dea lers but d id not encash the BGs and FD Rs of ~ 1.27 crore as wel I 
as interest of ~ 68.46 lakh (as on date of aud it). Details are mentioned in table 
no . 2.34 : 

Table No. 2.34 

Motor vehicle 
(January 2012) 

2009- 10 Motor vehicle FDR 3,405.85 34.06 0.00 34.09 17.89 

(March 2012) 

2009-10 Cement and BG 3,451.22 77.46 0.00 75.69 39.08 
High Speed 

(June 2012) Diesel 

2008-09 Soll Coke BG 526.31 10.52 3.06 7.47 5.04 
(March2011) 

9,006.59 138.27 9.68 126.81 68.46 

We reported the matter to the Department/Government between March 20 13 
and July 201 3. The Department accepted (December 20 I 3) our observation 
and issued recovery certificates for recovery of interest of~ 41.82 lakh. 

IJO Sl. No.3. 5, 6. 7.9. 11&1 3 
i.i i Assessment files and demand register. 
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2.18 Incorrect allowance of rate of tax 

As per entry no. 4(b) the Schedule IV issued 
under the provisions of Section 4( 1) ( c) of 
UPVAT Act 2008, tax on diesel is leviable at 
the rate of 21 per cent with effect from J April 
2008 to 7 June 2008, at the rate of 16.16 per 
cent from 8 June 2008 to 28 January 2009 and 
17.23 percent from 29 January 2009 to 31 
March 2009. Under entry no. 7(b) of the same 
Schedule, tax on furnace oil or residue furnace 
oil is leviable at the rate of 20 per cent upto 29 
September 2008 and at the rate of 21 per cent 
therea~er. Under entry no. 4(a) and 7(a) 
respectively Manufacturers of only taxable 
goods are entitled to purchase diesel and 
furnace oil including residue furnace oil at the 
concessional rate of tax at four per cent upto 29 
September 2008 and 5 per cent thereafter 
against certificate in Form D, which is 
prescribed by the Commissioner. 

It has judicially* been held that alteration of 
stone grits or dust from big stones is not the 
p~ocess of manufacturing. Further, as per 
crrcular dated 30 March 2007 of Commissioner 
processing of til (Sesamum) is also not ~ 
process of manufacturing. 

Further, under Section 54 (1) (11 )(i) of the Act 
if the AA is satisfied that any dealer issues o; 
furnishes a false or wrong certificate prescribed 
under the Act, by reason of which a tax on sale 
or purchase, ceases to be leviable, he may direct 
that such dealer shall, pay by way of penalty, a 
sum equal to 50 per cent of value of goods. 

*STI 2000 S.C. 53, Uttar Pradesh Vs. M/s Lal Kuwan Stone Crusher 
Pvt. Ltd. 

We observed between 
June 201 2 and March 
20 I 3 from the 
assessment orders and 
fil es of respective 
dealers of three CTOs 
mentioned below for 
the assessment year 
2008-09 and 2009- I 0, 
that the AAs while 
fina lis ing the 
assessments of three 
dealers between 
February 201 1 and 
March 201 2 

' 
incorrectl y a llowed 
purchases of furnace oil 
and diesel at 
concessional rate of tax 
against form ' D'. This 
resulted 111 incorrect 
allowance of 
concessio na l rate of tax 
of ~ 41.45 lakh besides 
penalty. 

T he concessions in rate 
of tax were incorrect as 
the dealer at S I. No . 1 
manufactured tax 
exempted goods, 
whereas only 
manufacturers of 
taxable goods are 
entitled for the 
concess ional rate of 
tax. ln the remaining 
two cases, the 

d 142 
. . pro ucts made by the 

dealer do not come under the defimt1on of manufacturing. 

Details are mentioned in table no . 2.35: 

I H .,.., d s . 
11 sa n lone gnts respectively. 

70 

I 



Clwpter-11: Tax 0 11 Sales, Trude Etc. 

Table No. 2.35 
~ in lakh) 

SI. '~""' ortlw '\11111l1<·r ,\ ,\l'\\llll ' lll ····nod or '\~111 ~ ol \':llu~ ol lbl~ ol lrn-i:ul•r ,., .... 11~ 

'"· 1111il uf ~l·.ar purdrnw t·ornmudrt~ di<-wl/10 ... c oru·t>'!i.,.1011 impo..,ahl t> 
11<-all'I" (monlh & l'·~·hl~/ .. r ' " ' 

~'-·;1 r ol 1rn1d . ,.,h·d 
a\\l'\\Ull'lll) (JJt'f <<'lll) 

l. DC Sec 12 01 04.2008 
CT, 10 Furnace Oil 17.41 20/4 2.78 8.71 
Ghaziabad 07.06.2008 

01.04.2008 
to 51.88 21/4 8.82 25.94 

07.06.2008 

2008-09 
08.06.2008 

1 to 66.94 16. 16/4 8. 14 33.49 (March 2012) 
29.09.2008 
30.09.2008 

Diesel 

lo 23.31 16. 16/5 2.60 11.66 
28.01.2009 
29.01.2009 

10 12.74 17.23/5 1.59 6.37 
31.03.2009 

2. DC Sec 2 CT. 01.04.2008 
Muzaffamagar 10 15.32 21/4 2.60 7.66 

07 .06.2008. 

2008-09 08.06.2008 
Diesel 3.62 16.1614 0.44 1.81 

1 (March 2012) to 29.9.2008 
30.9.200810 

24.41 16.1615 2.71 12.21 
28.1.2009 

29.1.200910 12.69 17.23/5 1.55 6.35 
31 -3-2009 

3. DC Sec I CT, 2008-09 
2008-09 44.09 16.16/4 5.36 22.05 Nazibabacl (March 2012) 

1 2009- 10 
Diesel 

(February 2009- 10 39.72 17.23/5 4.86 19.86 
20 11 ) 

Total 3 3 12. 13 41.45 156.11 

We reported the matter to the Department/Government between March 2013 
and May 20 13. The Department has accepted (September 2013) our 
observation and lev ied~ 7.32 lakh tax and ~ 28.02 lakh as penalty in the case 
ment ioned at SI. o. 2 of the above table. Report of recovery and rep ly in the 
remaining cases has not been received (December 2013) despite severa l 
reminders. 

2.19 Turnover escaping assessment 

Under Section 4(1 ) of UPV AT Act, goods 
mentioned in schedule I are tax free, goods 
mentioned in Schedule-TI are taxable at the rate 
of four per cent, goods mentioned in schedule
IIJ are taxable at the rate of one p er cent and 
those mentioned under schedule-IV are taxable 
at the rate notifi ed by the Government from time 
to time. Goods not mentioned in any of the 
above schedules are covered under schedu1e-V 
and are taxable at the rate of l 2.5 per cent with 
effect from 1 January 2008. Under Section 28 of 
UPVAT Act the AA has to finali se the 
assessment after examining the books, accounts 
and documents kept by the dealer in relation to 
his business and other re levant records. 

We observed from the 
records of eight CTOs 
between December 
201 J and March 20 13 
that in case of nine 
dealers fo r the pe1iod 
2006-07 to 2008-09, 
turnover of sale of 
~ 8.20 crore was 
d isclosed by the 
dealers in the records 
submitted to the AAs. 
The detai Is of tu mover 
which escaped 
assessment were clear 
fro m details143 

available 111 the 

143 Tradi ng and profit and Joss account . annual balance sheet. current and previous year's assessment orders etc. 
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respective assessm ent fi les of the dealers and these details were to be 
examined by AAs at the time of assessment. The AAs failed to detect the same 
while finali sing the assessme nts between March 20 11 and March 20 12 . This 
resulted in non-levy of tax of ~ 79.90 lakh as shown in the table no. 2.36: 

SI. 
:\o. 

2. 

'\amc of th•• uni I 

JC(CC) CT, 
A rra 

Agra 

3. DC Sec- I 0 CT, 
Bareilly 

4. DC Sec 4 Firozabad 

5. DC Sec -7 CT, 
Jhansi 

'\ umlll'r 
of clcal<•r 

Table No. 2.36 

'' ''"'"ml·nt ~l·ar 
( 1111111 t h & ~car of 

tl\\l' \\IUl'lll) 

2008-09 
(March 2012) 

2007-08 
(01.0 1.08 10 

31.03.08) 
June 2010 
2007-08 

(01.0 1.08 to 
31.03.08) 

March 2011) 
2008-09 

March 2012 
2007-08 

(01.01.08 to 
31.03.08) 

(March 2011) 

2007-08 
(01.01.08 to 

31.03.08) 
(March 2011) 

''"'" ' of 
commodity 
(Sclt<·dull-) 

Used Car 
(II 

Automatic Filter 
and Lubricant Oi I 

(V) 

Car. Truck and 
Tyre nabe of Auto 

Vehicle 

Paint 

Battery and Motor 
Pans 

Machinery Pans 
II 

Battery and 
Machinery Pans 

( 

Tractor Pans 
IJ 

12.54 

84.65 

23.25 

7.89 

3.39 

5.52 

10.53 

8.3 1 

~in lakh) 
Hall' of Ta\ 

l<•\ iahll-/lc\il·d 
(/"'' n•111) 

•I 

12.5/0 

12.5/0 

12.5/0 

12.5/0 

4/0 

12.5/0 

4/0 

Ta' 1101 
lnicd 

0.50 

10.58 

2.91 

0.99 

0.42 

0.22 

1.32 

0.33 

6. JC(CC) CT, 
Lucknow 

2008-09 Spare Pans and 327.67 12.5/0 40.96 
(September 20 11 ) Lubricants 

7. DC Sec - 1 CT. 2008-09 Nylon Fil ament 198.67 410 7.95 
Mau (September 20 II ) Yam 

II) 
8. DC CT, Modinagar 2006-07 & 2007-08 Dish Antenna & 13 7 .16 1010 13.72 

(U PTT) other Electronics 
A ril 2011 Goods 

Total 9 8 19.58 79 .90 

We reported the matter to the Department/Government between January 20 12 
and April 201 3. The Department has accepted (September 20 13) our 
observation and stated that the tax of~ 8.53 la kh has been levied in two cases 
(SI. No. 4 and 7) of above table. Report of recovery and reply in the remaining 
cases has not been rece ived (December 2013) despite several rem inders. 

2.20 l lndul' monl'Ce1ry hl·nl'fit h~· n•fnnd of Ta\ 

Under the prov1s1ons of Section 29 of UP TT 
Act and Section 40 of UP VAT Act an amount 
of tax, fee, or other dues paid in excess of the 
amount due from the dealer are refundable to 
him. Further, it has been judicially held*that if 
any dealer or any person claiming refund of tax 
has passed on the burden of tax on other 
persons, then granting him refund is to enrich 
him unjustly. The burden of proof is on the 
dealer. 

*Hon'ble Supreme Court's decision in case of M/s Mafatlal Industries 
Ltd. V. Union of Ind ia etc. ( 1996). 

Between August 201 l 
and December 20 12 we 
examined the assessme nt 
orders related to 35 
contractors in 20 
CTOs 144

, and noticed 
that during the year 
2006-07 to 2009- 10, in 
case of 20 dealers the 
AAs while fina lising the 
assessments between 
February 2010 and 
March 20 12, adjusted the 
levied tax aga inst the 

1•• AC Sec 14 Allahabad, AC Sec 5 Barci lly. DC Sec I Basti. DC Sec I Dharnpur. AC Sec 8 Ghaz iabad, DC Sec 5 
Ghaziabad. DC Sec I I, 13, 14 and 22 Kanpur, DC Sec 2, 8. 14, I 7, 19. 22 and AC Sec I of Lucknow. DC Sec 4 
Mccrut, DC Sec 2 Muzaffarnagar. AC Sec 2 Saharanpur. 
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Chapter-I I : Tax 011 Sales, Trade Etc. 

amount of TDS 145 and granted refund of the excess tax of ~ 7 1.62 lakh to the 
dealers. In the light of the judicial pronouncement the AAs were required to 
ensure before granting tax refund to any dealer that the burden of such tax 
was not passed o n to the other persons and they did not receive undue 
monetary benefit by such a refund. Only in e ight cases146 the AAs correctly 
examined the cases and withheld the refund. The details of irregu lar refund m 
the remaining 2 1 cases arc mentioned in table no. 2 .37: 

Table No. 2.37 

({ in lakh) 

SI. Name oft hl' unit No. of dealer Assessment year Refund of Tax 
No. (month and ~·car of 

assessment) 

I. AC Sec 14 Allahabad I 2008-09 1.13 
(February 20 12) 

I 2008-09 3.98 
(February 20 I 2l 

I 2008-09 1.47 
(March 20 12) 

2. AC Sec 5 Barei ll y 1 

I 
2006-07 1.05 

(February 20 I 0) 

3. DC Sec 1 Bast i I 2008-09 1.64 
(October 201 1) 

1 2008-09 2.49 
(October 201 1) 

I 2008-09 1.24 
(August 2011) 

I 2009-10 1.21 
(AullUSt 20 JI) 

4. DC Sec I Dhampur I 2008-09 2.91 
{Januarv 20 12) 

5. AC Sec 8 Ghaziabad I 2009- 10 1.46 
(December 20 I I) 

6. DC Sec 5 Ghaziabad I 2008-09 2.36 
(November 20 I I) 

7. DC Sec 13 Kanpur I 2008-09 22.63 
(Julv 20 10) 

8. DC Sec 14 Kanpur I 2008-09 9.25 
(March 2012) 

9. DC Sec 17 Lucknow I 2008-09 1.86 
(March 2012) 

10. DC Sec 19 Lucknow I 2008-09 3.45 
(September 20 I I) 

11. DC Sec 4 Mecrut I 2007-08 0.5 1 
(December 20 I 0) 

12. DC Sec 2 Muzaffarnagar I 2008-09 5.27 
(October 2011) 

2009-10 4.10 
(Februa1y 20 12) 

13. AC Sec 2 Saharanpur I 2008-09 1.91 
(March 2012) 

I 2008-09 0.61 
<Mav 20 11) 

I 2008-09 0.47 
(Anril 20 1 J) 

I 2008-09 0.62 
(Apri l 20 11) 

Total 21 71.62 

We cross examined from the records147 of Government Departments I PSUs 148 

who gave the contract and found that these contractors had realised tax from 
the respecti ve Government Departments I PS Us as rates of materials 149 quoted 

145 In one case of DC 14 Kanpur the dealer deposited tax by cash but not showed it in his Profi t & loss account as 
expenditure. 

146 DC Sec 2, 8, 14. 22 and AC Sec I o f Lucknow. DC Sec 11, 14 and 22 Kanpur. 
147 Extract of contracts/ Agreements bond, bills of quantities, leltcrs of intents, running bills etc. 
148 Vari ous divisions of Public \Vorks Dcpartn1ent, Rural Engineering Services, Uttar Pradesh Project Co1v oration 

Ltd., UP State Industrial Corporat ion Ltd, Uttar Pradesh Ja l Nigam, etc. 
149 Stone ballast, grit , sand , bitumen, ce ment. bricks, iron and steel e tc. 
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in contracts were inclusive of taxes. Thus, IDS deducted by the respective 
Government Departments I PS Us was already realised by the contractors from 
the respective Government Departments I PSUs by including the tax element 
on price quotations. Hence, as excess tax paid to contractors pertained to the 
respective Government Departments I PSUs and was not refundable to the 
contractors as the contractors had passed on the burden of the tax to the 
respective clients from whom they received the contract. Thus it is construed 
as undue monetary benefit. 

We repo1ted the matter to the Department/Government between October 2011 
and March 2013. The Department accepted (December 2013) our observation 
and reversed the refund order in two cases150

. The Department did not furnish 
any reply in eight cases 15 1 and stated that action is in progress in other five 
cases152

. In remai11ing six cases 153 the Department stated that after re
examining the cases refund was allowed on the basis of letters received from 
the clients, affidavits filed by the contractors, and TDS certificates issued by 
the c lients of the contractors. We do not agree with the reply as prior to 
refund , the terms and conditions of work orders/contracts given to the 
contractors was not examined by the AAs who relied only on affidavits and 
letters. Refunds should not been allowed to these contractors as they had not 
paid the tax from their own accounts, but it was realised from their respective 
clients. 

2.21 Cases of wrong/false claim of ITC 

Between August 201 I and March 201 3 we examined the assessment orders 
passed between October 2010 and March 2012 in 56 CTOs focusing on ITC 
claims. We noticed that in 82 cases the dealers had false ly/wrongly claimed 
ITC on basis of purchases from non-existing dealers, irregular invoices, rebate 
and discount received on purchases on which tax was not paid, showing lesser 
rate of tax commodities a.:; higher rate, tax exempted goods, cap ital goods, sale 
to Special Economic Zone (SEZ), etc. 

We further noticed that in 27 CT0s154 the ITC verification as ordered vide 
VAT Circular Part-2 (08-09)-774/080977 /CT dated 31 October 2008 and letter 
No. JC (STB/Mu./Sa.Pa .12009 and 10/1593/vanijyakar dated 18 September 
2009 was being carried out and as a consequence false/wrong/fraud ITC 
claims were detected by the AAs and reversal ofITC false ly claimed was done 
by the AAs. In 41 cases the fake/wrong ITC claimed was not detected by the 
CTOs concerned. The detail s of our examination are as follows: 

150 Mentioned at S I. No. 5 and 10 of the table no. 2.37 
151 DC Sector 14 Al lahabad ( I dealer), DC Sec I Basti (4 dealers), DC Sec 14 Kanpur ( I dealer) DC' Sec 17 

Lucknow(! deale r), DC Sec 4 Meerut ( I dealer). 
152 DC Sec 13 Kanpur (I deale r), AC Sec 2 Saharanpur (4 dealers). 
153 Of DC Sec 14 Allahabad (2 dea lers), AC Sec 5 Bareill y ( I dealer), DC Sec l Dhampur ( I dealer), DC Sec 5 

G haziabad ( I dealer) DC Sec 2 Muzaffarnagar ( I dealer) 
154 JC(CC) CT Agra. DC Sec 12 CT Agra. DC Sec 2 CT Etawah. DC Sec 5. 7. I 0 & 19. AC Sec 4 & 11 CT Ghazi a bad, 

DC Sec 29, 20. 14, 18 & I CT Kanpur, DC Sec 2 CT. Kanshi Ram Nagar (Kasganj), DC Sec I CT. Kasganj . DC Sec 
20, 11 & 3, AC Sec 13 CT Lucknow. DC Sec 2 CT. Maharajganj, DC Sec I CT. Mathurn DC Sec 12 CT Mcerut, DC 
Sec 7 CT Muzaffonagar. DC Sec 8 CT Noida, DC Sec 3 CT Pilibhil and JC (CC) 2 CT Varanasi. 
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2.21.1 Cases not detected by the AAs 

Under Section 13 of UPV AT Act, 2008 read with 
Rule 24 of UPV AT Rules, 2008 tax paid on 
purchase of goods from registered dealers against 
tax invoice or deposited cash on purchase of 
goods from the unregistered dealers, Input Tax 
Credit (ITC) is allowed to the extent of the tax 
paid or payable by the dealer on such sale or 
purchase. Section 14 of the said Act read with 
Rules 21 , 22, 23 and 25 of UPV AT Rules provide 
the reversal of the ITC in cases where ITC has 
been claimed in contravention of the provisions of 
the Act. Under the provisions of section 54( I) 
(19) of the VAT Act ifthe AA is satisfied that any 
dealer or any other person, as the case may be, 
falsely or fraudulently claims an amount as ITC, 
he may direct that such dealer or person shall, in 
addition to the tax, if any, payable by him, pay by 
way of penalty, a sum equal to five times of 
amount of ITC. Further under Section 14(2) of 
Act if any dealer has wrongly claimed ITC in 
respect of any goods, benefit of ITC to the extent 
it is not admissible, shall stand reversed. Where 
event, giving rise to reverse ITC the dealer shall 
be liable to pay such amount of Reverse Input Tax 
Credit (RITC) alongwith simple interest at a rate 
of 15 per cent per annum for the period ending on 
the date on which amount has been deposited. 
Under rule 21(4) of UP VAT Act no credit of 
amount of input tax in respect of which 
purchasing dealer has received credit note from 
the selling dealer, shall be claimed ITC against the 
provisions of this Act or the rules framed there 
under or has wrongly claimed input tax credit in 
respect of any goods, benefit of input tax credit to 
the extent it is not admissible, shall stand reversed 
and such amount of RITC shall be deducted from 
the amount of ITC already claimed by the dealer. 

We observed 155 in 35 
CTOs 156 that 41 
dealers had claimed 
ITC of ~ I .23 crore 
during the year 2007-
08 to 20 I 0-11. The 
AAs while finalising 
the assessments 
between February 
2011 and March 2012 
did not cross verify the 
ITC claims of the 
dealers and allowed 
falsely and 
fraudulentl y claimed 
ITC of ~ 1.23 crore. 
The ITC was c laimed 
on false/ fraudulent 
grounds such as 
purchase from non 
existing dealers, 
irregular invoices, on 
capital goods, on tax 
exempted goods on 
which ITC was not 
admissible as these 
claims were m 
contravention of the 
provisions of the Act 
and Rules. Thus fal se 
claim attracts reversal 
of ITC, penalty and 
interest of~ 8.24 crore 
as shown 
Appendix-Ill. 

lil 

After we reported the 
matter to the 
Department/Governrne 

nt between August 2011 and April 2013, the Department replied (December 
2013) that in six cases157

, ITC of~ 5.88 lakh had been reversed and the 
penalty of~ 16.11 lakh was also imposed, out of which, ~ 7.20 lakh has been 

155 
From the assessment order and files related to the dealers. 

156 DC Sec 12 Agra, JC (CC) Agra, DC Sec 2 Azamgarh, JC (CC) A Barcilly, DC Sec 1 Basti , DC Sec 1 
Chha1rapa1i Sahuj i Maharaj Nagar (Gauriganj), DC Sec 2 Gaulam Buddha Nagar. DC Sec 9, 7, 6 & 4 
Ghaziabad, AC Sec 6 Ghaziabad, DC Sec I Gonda, DC Sec 5 Gorakhpur, DC Sec 4 Hapur, DC Sec 1 Hardoi, 
DC Sec 1 Jlasanpur, DC Sec 2 Halhras, DC Sec 2 K.annauj , DC Sec 18 Kanpur, DC Sec 12 Kanpur, AC Sec 9 
Kanpur, DC Sec 20 Lucknow, DC Sec 18 Lucknow, DC Sec I 7 Lucknow, AC Sec 21 Luckn(Jw, AC Sec I 8 
Lucknow. AC Sec 15 Lucknow. AC Sec 8 Lucknow, DC Sec 8 Mcerut. DC Sec 4 Mccnll, DC Sec 1 Padrauna 
(Kushi nagar). DC Sec I Raebareli, DC Sec 4 & 1 Varanasi. 

157 
DC Sec 1 Amethi, DC Sec 2 Gautam Budh Nagar, DC Sei: 6 & 7 Ghaziabad, DC Sec 4 Hapur and DC Sec 1 

Hardoi. 
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recovered so far. Reply in remaining cases has not been received (December 
2013) despite several reminders. 

2.21.2 Non-levy of interest/penalty 

We observed 158 in 27 CTOs 159 that in cases of 32 dealers AAs while finalising 
the assessments between October 2010 and June 2012, cross verified the lTC 
claims of the dealers and found that the dealers had fraudulently claimed ITC 
of ~ 7 1.70 lakh. While the AAs reversed the ITC we noticed that they neither 
charged interest of~ 47 .79 lakh nor imposed p enalty of~ 3.59 crore as shown 

in Appendix-IV. 

We reported the matters to the Department/Government between August 2011 
and April 2013 . R eply has not been received (December 20 13) despite several 
reminders. 

2.21.3 Incorrect claim of ITC on goods purchased showing wrong 
rate of tax 

Under Section 13 of UPVAT Act, 2008 read 
with Rule 24 of UP VAT Rules, 2008 ITC to the 
extent provided under the relevant clauses of the 
said Act and Rules, is allowed on tax paid or 
payable by a registered dealer on purchase of 
taxable goods from within the State subject to 
certain conditions and restrictions for resale or 
use in manufacture of goods intended to resale. 
Rate of tax applicable to each commodity 1s 
prescribed under Schedule I to V of the Act. 

In eight CT O s l 0 
dealers falsely c laimed 
ITC on purchases of 
~ 4.76 crore at the rate 
of 12.5 per cent. These 
items are me ntioned in 
Schedule TT of the 
UP VA T Act a nd rate of 
tax applicable is four 
per cent. The AAs w hile 
finalis ing the 
assessments between 

March 2011 and March 20 12 did not notice this fact and w ithout any cross 
verification and thorough examination that dealers were cla iming ITC at the 
rate of .12.5 p er cent on the goods taxable at the rate of four per cent allowed 
the excess inadmiss ible ITC to the dealers . This false cla im attracts reversa l of 
ITC, penalty and interest of~ 2.69 crore as detailed in the table no . 2.38: 

Table No. 2.38 
~in lakh) 

No. of Assessment Name of goods Value of Rate of tax Amount Penalty Interest 
dealer year (Schedule) goods applicable/ of ITC imposable cllll!"Reable 

(month and wrongly not 
year of applied reversed 

assessment) 

"" From t he assessme nt order and fil es related to the dealer. 
159 JC(CC) Agra, DC Sec 12 Agr,1. DC Sec 2 Etawah. DC Sec 5. 7. 10 and 19. AC Sec 4&1 l Ghaziabad. DC Sec l . l.J. 

18. 20 & 29. Kanpur. DC Sec 2,Kanshi Ram agar ( Kasganj ), DC Sec I .Kasganj , DC Sec 3, 11 & 20, AC Sec 13 
Lucknow. DC Sec 2, Maharaj ganj , DC Sec l.Mathura. DC Sec 12 Meerm, DC Sec 7 Muzaffanagar. DC Sec 8 
Noida. DC Sec 3 Pil ibhit and JC (CC) 2 Varanasi . 
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4 DC Sec I I 
Gautam 
Buddha 
Nagar I 

5 DC Sec 2 I 
Gautam 
Buddha 

' Nagar 
6 DC Sec 3 I 

Gautam 
Buddha 
Nagar 

7 DC Sec 4 1 
Morada bad 

8 DC Sec 2 1 
Hasanpur 

Total 10 I 

I 

I 

Chapter-I/: Tax 011 Sales, Trade Etc. 

Assessment Nu me of i:oods Value of l{atc of lax /\mount Penally Interest 
year (Schedule) i:oods applicable/ of ITC impnsahlc chari.:cablc 

(month and nroni:ly not 
year of ap11licd rc\'Crsed 

assessment) 
2008-09 Packing boxes, 6.05 4/12.5 0.5 1 2.57 0.34 

(March 2012) chemical 
(II) 

2008-09 Chemical and hose 6.18 4/12 .5 0.52 2.62 0.35 
(March 2012) pipe 

(II) 
2008-09 Copper, packing 337.09 4/12.5 28.66 143.30 19.34 

(March 20 12) material 
(11) 

2008-09 PU foam 32.55 4/12.5 2.77 13.83 1.87 
(December (II) 

2011) 

2007-08 fron ware 2.64 4/12.5 0.22 1.1 2 0.16 
(March 2011) (fl) 

2008-09 Ice cream 2.14 4/1 2 .5 0.18 0.91 0.12 
(March 20 12) (Tl) 

475.90 40.45 202.26 26.73 

We reported the matter to the Department/ Government between May 201 2 
and July 2013. The Department has accepted (September 2013) our 
observation and stated that penalty of~ 18.64 lakh has been imposed and ITC 
of~ 3.73 lakh has been reversed in two cases (S I. No. 2 and 3). Reply in the 
rema111111g cases has not been received despite several reminders (December 
2013). 

2.22 Non-confirmation of deposit of tax 

Under the prov1s1on of Section 3(1) of UPTT 
Act and Section 3(1) of UPVAT Act, every 
dealer shall be liable to pay tax, for each 
assessment year, on his taxable turnover of sale 
or purchase or both, as the case may be, at 
prescribed rates. But in both the Acts, no 
provision is there for ascertaining the deposit of 
tax in Government treasury, realised on sale of 
goods, bearing Maximum Retail Price (MRP) 
received under any scheme as free of cost. 

During audit of fi ve 
CTOs between March 
2011 February 201 3 we 
noticed from the 
assessment fi les of the 
dealers that 17 dealers 
had received ~ 110.56 
crore of medicines from 
outside UP, free of cost 
as a pati of a scheme 160 

of the manufacturers for selling their medicines. These dealers had paid no tax 
on these free medicines as they came under category of discounts in kind 16 1

. 

These dea lers then passed on the free medicines valued at ~ 110.6 1 crore to 
Lhe ir retai l/wholesale dealers alongwith taxable medicines. 

We also cross checked details and examined the assessment fi les of these 
purchasing retail/wholesale dealers and noticed that they did not disclose this 
free medicine received in their respective tax returns 162 pertaining to 
receipt/purchases. Moreover, we noticed that the orders of the CCT dated 25 
September 201 2163 to asce1iain the realisation and deposit of tax on such 

160 Sche me of the drug rnanufaclllrcrs under which certain quantity of medicines is given free of cost to the 
distributors/retai lers on purchase of medicines. 

161 As decided by Hon'ble I Iigh Court Allahabad in 2003. 
162 Anncxurc A as part of the mo nthl y/annual return sub111i11ed to their CTO's. 
16\ Audi t-Malwlekhakar-20 12-1 3/1551 I Vanijl'(lkar. 
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transactions were not fo llowed by the CTOs, only in the case of DC Sector 5 
Noida, letters were issued to various CTOs to ascertain the same. Due to non
verification of these transactions, the remittance of tax of~ 4.42 crore could 
not be ascertained and levied alongwith due interest and penalty on non 
disclosure of turnover under Section 33(2)164 and 54 (1)(2) 165 of U.P . VAT 
Act. 

The details are mentioned in the table no. 2.39: 

Table No. 2.39 
((in lakh) 

'am<' nr '"m'" nr 1kakr ''".''\ntl'l1f ':lllll' 111 I a\ahk ( 

0

0\I of I a\ effeet 
lhl' 11 1111 

JC (CC) 
1, 
Lucknow 

DC Sec 
9 
Lucknow 

164 

165 

Har 1 \l11nlh ( lllllllllHlil\ I urno\l'r ntt•clidnt•, on frl' l' 

& \t':.lf nf di,lrihuh·d honm (al 
:1\\l'\\llh." 111 1 "" rn:t. 1 h.- rail' of 

11111111\ four per 
('('///) 

Mis Elcame Laboratories 2008-09 Medicines 12,379.77 788. 1 I 3 1.50 
Ltd. C-31 Transport Nagar (February 

Lucknow 2012) 
Mis Lupin Ltd. E-207 2008-09 Medicines 16,080.13 937.00 37.48 

Transport Nagar Lucknow (February 
2012) 

Mis Cipla Ltd. C-27 2008-09 Medicines 20,986.84 3797.12 151.88 
Transport Nagar Lucknow (September 

20 11 ) 
Mis Ranbaxy Laboratories 2008-09 Medicines 12,384.27 40 19.82 160.79 

Ltd. Gagan Palace Bagh (November 
No. 2 Lucknow 20 11) 

Mis Allembic Ltd. 35 2008-09 Medicines 6,838.64 634.20 25.37 
Havelak Road Lucknow (March 20 12) 

Mis Sind Drug Distributers 2008-09 Medicines 690.02 41.99 1.68 
67 Vijay nagar Krisna (May 20 11) 

Nagar Lucknow 

Mis Punjab Formulation 2008-09 Medicines 6 18.1 3 29.08 1.16 
Ltd. E-104 Transport Nagar (August 201 1) 

Lucknow 

Mis Sentoor 2008-09 Medicines 604.56 77.08 3.08 
Pharmaceuticals Ltd. E-323 (November 
Transport Nagar Lucknow 2011) 

Mis Panasia Biotec Ltd. 2008-09 Medicines 1,275.63 25 .64 1.03 
Bagh No. 2 Lucknow (November 

2011) 

Mis lndico Remedies Ltd. 2008-09 Medicines 1,332.10 159.49 6.38 
E- 132 Transport Nagar (October 

Lucknow 201 1) 

Mis Almet Health Care Pvt. 2009-10 Medicines 159.68 60.07 2.40 
Ltd. C-5 16 Transport Nagar (December 

Lucknow 20 11 ) 

Mis S.S. Biotech 565-566 2008-09 Medicines 174.6 1 32.99 1.32 
Vishwamitra Complex (January 

Lucknow 201 2) 

Mis Mapra. Laboratories 2008-09 Medicines 443.63 56.33 2.25 
Pvt. Ltd. E-3110 Transport (May 201 1) 

Nagar Lucknow 

Mis Pfizer Products (E) 2008-09 Medicines 1,080.94 12.59 0.50 
Pvt. Ltd. C-43 Transport (January 

Nagar Lucknow 20 12) 

Under Section 33(2) of the UP VAT Act 2008, every dealer I iabl c to pay lax is rcqui red to deposit lhe amounl 
of tax into the Govemmclll treasu1y before the ex piry of due dale. The 1ax admittedly payable by the dealer, if 
no1 paid by the due date, attracts interest at the rate of one and quarter per cell/ per month on the unpaid 
amount with effect from lhe day inunediale ly fo llowing 1he las1 date prescribed til l the date of deposit. 

Under Section 54(1)(2) of UPVAT Act, where a dealer has concealed particulars of his turnover or has 
deliberately furn ished inaccura1c particulars of such turnover; or submi1s a fa lse tax return under this Act or 
evades paymcms of tax which he is liable to pay under this Ac1. the AA may direcl that suc h deale r shall. in 
add ition lo the tax, if any, payable by him. pay by way of penally, a sum three times of amount of tax concealed 
or avoided. 
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"amc of -.;a ml' of dl·:1lcr ·" W"nll' llt '\ am~ of laullk ('o,t of I a\ l'lfrrt 
the unit ~l·ar ( \l onl h C ommodit~ I urno\l'r llll'didlll'' un fr\'l' 

& ~l':ir uf di,trihull'd hunu' (at 
a\\l"~'rnc.· nt) 11, frt•t• !ht• rail' uf 

Ko nu' four pa ... ,,,, 
DC Sec Mis Concept 2007- Medicines 18.70 
2 Pharmaceuticals Ltd. 35 08(UPVAD 163.56 0.75 
Lucknow Havlak Road Lucknow (March 20 11) 

DC Sec Mis Martin And Harris Pvt. 2008-09 Medicines 2,290.97 2 17.3 1 8.69 
5 Noida Ltd. ShriJi Complex (February 

Sharma Market C-5 Noida 20 12) 

DC Sec Mis Blue Cross 2008-09 Medicines l,558.07 153.97 6. 16 
5 Mcerut Laboratories Ltd. 38-A (September 

Total 

Papplc Street, Meerut 20 10) 

17 79,061.55 11,061.49 442.42 

As these free medicines were also marked with max imum retail price inclusive 
of tax, the distribution of free medicines to wholesa le/ reta il dealers is a 
disguised sa le while be ing kept out of the tax net, as they are not shown in the 
Annexure 'A' fil ed with the month ly and annual tax returns by the 
wholesa le/retai l dea lers. 

As a case study we would li ke to indicate the dealer166 at SI. No. 4 of the table 
above assessed by JC (CC) I Lucknow who had shown giving of free 
medicines of ~ 13.52 cro re to a subsequent dealer167 registered in DC Sector 9 
Lucknow. This subsequent dealer had however shown a tota l turnover of onJy 
~ 12.50 crore in hi s returns, which c learly indicates that the free medicines of 
~ 13.52 crore were not taken in the account. 

Desp ite thi s be ing pointed out in the Reports of the Comptroller and Auditor 
General ofindia fo r the year ending 31March 2010 and 3 1 March 20 12, the 
Department has not made a workable mechanism to ascertain the rea lisation 
and deposit of tax on such transactions. Only in one case of JC (CC) 1, 
Lucknow we found that the AA disallowed the issue of medicine as free bonus 
and lev ied the tax. 

We reported the matter to the Department/ Government between December 
2011 and April 2013 . In reply Department stated in August 2013 that 
medicines given by selling dea lers to purchasing dealers as free bonus do not 
come in the ambit of sa le, turnover, sale price as per definitions under Section 
2 . of UPTT Act and UPVAT Act. Further under various judicia l 
pronouncements quantity discounts and supply of free medic ines is not 
covered under definition of sale. As no valuab le cons ideration was received in 
supp ly of medicines, no tax was lev iable on this transaction. 

The Department has not replied to our observation which was on not 
develo ping a workab le mechanism to ascertain the reali sation and deposit of 
tax on such transactions. In our cross checking and examination of assessment 
files168 of subsequent purchasers from these 17 dealers, we fo und that in 86 
cases the subsequent purchasers did not disclose, in their VAT returns, the free 
medicines received by them hence no fu1iher tracking of the free medicines 
was possible. 

166 Ranbaxy Laboratories Ltd., Gagan Palace Bagh No. 2. Kanpur Road. Lucknow. 
167 M /s Soar Phanrnc ia Pvt Ltd., Kanpur Road. Lucknow. 
1
"
8 In 22 CTOs. 
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cross verification of ITC c laims cannot be done in the desired way. However, 
the Department is cross checking the fTC claims on the basis of random 
numbers and severa l cases of incon ect/fa lse claims have been detected. 

2.25 No rovision for tax on sale of textiles 

The Central Act 58 of I 957 was enacted to 
provide for the levy and collection of additional 
duties of Excise on certain goods like sugar, 
tobacco, mill made textiles, etc. The States get 
their share from duties so collected and hence 
they do not levy Sales Tax on it. 

Vide Notification No. 11/2006-Central Excise 
dated 1 March 2006 had withdrawn the additional 
duties of excise (goods of special importance) 
Act, 1957. Consequently, vide notification 
No.KA.NI.-993/XI-9 (94)/07-UP, Act-15-48-
0rder-(04)-2007 Lucknow dated 30 May 2007 all 
types of un-manufactured tobacco, tobacco refuse 
etc. was made taxable at the rate of 32.5 per cent 
under the Uttar Pradesh Trade Tax Act, 1948 and 
subsequently in UPVAT Act, at the rate of four 
per cent. 

No provision for levy of UPTT/VAT was made 
in sale/purchase of textiles, while Government 
has been authorised to levy the tax but till date no 
such notification has been issued. 

We examined the 
revenue implication 
of non levy of 
UPTT/YAT on 
sale/pmchase of mill 
made textiles after the 
withdrawal of the 
additional duties of 
exc ise on goods of 
special importance. 
We examined 
(between April 201 2 
and March 201 3) 
assessment orders of 
27 dealers of textiles 
from 13 CTOs 174

, 

pertaining to the year 
2006-07 to 2009-10 
and fo und that sale 
turnover of the 
textiles of ~ 369.73 
crore no VAT was 
levied by 
Government. 

Levy of tax at the 
rate of 4 per cent would have led to reali sation of ~ 14.79 crore, onl y in case 
of these 27 dealers which would help recoup the shortfall towards the 
sharable revenues caused by the withdrawal of the levy of additional excise 
duty on the same. This would be much higher if worked out for alJ such 
dealers of the State. Since the addit ional excise duty on textile was withdrawn 
from 01 March 2006, it is evident that there has been a shortfall in sharab le 
revenue of State and the Government should consider levy of tax on sale of 
mill made textiles. 

After we reported the matter to the Department/Government in February 201 3; 
the Depaiiment rep lied in August 20 13 that thi s is the privilege of State 
Government to decide rate and taxability of any commodity. The reply of 
Government is awaited (December 2013) desp ite several reminders. 

We recommend that Government may consider levy of tax on sale of 
textiles in view of the withdrawal of the additional duties of excise of the 
same, on lines of other States like Andhra Pradesh, Odisha, Rajasthan 
and Tamil Nadu. 

"" DC Sec 11 Agra, DC Sec 12 Ghaziabad, DC Sec 2 Kanpur, AC Sec 6 & I 0 Lucknow. CTO Sec 8, AC Sec 8, AC 
Sardhana Manda/, AC Sec I 0, 13 Mccn n, DC Sec I, 4 and AC Sec 2 Noida . 
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EXECUTIVE SUMMARY 

What we 
highlighted in 
Chapter 

Trend of receipts 

Internal 

have 
this 

Audit 
Wing/Internal control 

Status of compliance to 
Inspection Reports 
(2012-13) 

Our conclusion 

In this Chapter we present illustrative cases of 
~ 192 crore selected from observations noticed 
during our test check of records relating to low 
recovery of a lcohol fro m molasses, non
imposition of penalty, short levy of licence fee 
on shops of fore ign liquor short levy of interest, 
other inegularities and a paragraph on "New 
Excise policy and its effect on revenue". 

Total co llection from State Excise Department 
during the year 20 12-1 3 was ~ 9,782.49 crore, 
which increased by 20. 19 per cent as compared 
to the previous year, however, it decreased by 
~ 285.79 crore from budget estimates which is 
( -) 2. 84 per cen I. 

Du ring the year 2012-13, 140 units were 
planned for aud it by the Department of which 
only 119 units were audited . 

Our test check of the records of 148 units 
relating to State Excise receipts during 20 12-13 
revealed under assessments of tax and other 
irregularities involving ~ 238.03 crore in 317 
cases relating to low recovery of alcohol from 
molasses, non-imposition of pena lty, short levy 
of licence fee on shops of foreign liquor short 
levy of interest and other irregularities 

The Department accepted and recovered 
underassessment and other deficiencies of 
~ 6.55 lakh invo lved in 34 cases of which five 
cases involving ~ 2 lakh had been pointed out 
du ring 2012-1 3 and the remaining in the earlier 
years. 

The Department needs to improve the internal 
control system including strengthening of 
internal aud it so that weaknesses in the system 
are addressed and omissions of the nature 
detected by us are avo ided in future. 

It also needs to initiate immediate action to 
recover non-realisation, short levy of tax, 
penalties etc. po inted out by us, more so in those 
cases where it has accepted our observation. 





CHAPTER-III 
STATE EXCISE 

3.1 Tax administration 

Chapter-Ill : State Excise 

Excise duty on liquor for human consumption, fees in case of other intoxicants 
such as charas, bhang and ganja etc. and confiscation imposed or ordered is 
levied under the UP Excise Act, 1910 and rules made thereunder. These ru les 
have been made in order to have a proper check over leakages of revenue in 
the Department by enforcing control over illicit production, impo1i and export 
of alcohol, illegal purchase and sale of liquor and other intoxicants. 

AJcohol is produced in distilleries mainly from molasses obtained as a 
byproduct during manufacturing of sugar. Various kinds of liquor, such as 
country liquor (CL) and Indian made foreign liquor (IMFL) like whisky, 
brandy, rum and gin are manufactured from alcohol. Excise duty on 
production of alcohol and liquor in disti lleries forms a major pa1i of excise 
revenue. Liquor for human consumption is issued from d istilleries either under 
bond without excise duty or on pre-payment thereof at the prescribed rates. 
Apart from excise duty, licence fee also forms part of excise revenue. The 
District Col lector (DC) with the assistance of the Dist1ict Excise Officer 
(DEO) is responsible for settlement of liquor shops in the district. 

3.2 Trend of recei ts 

Actual receipts from State Exc ise during the years 2008-09 to 2012-13 along 
with the total tax receipts during the same period is exhibited in the table 
no. 3. l : 

Table No. 3.1 
~ in crore) 

(-) 319.99 
2009-10 (+) 489.61 
2010- 11 (-)39.74 
201 1- 12 (+ 15.1 2 
20 12- 13 - 285.79 

Source: Finance Accounts of the Government of Uttar Pradesh. 

Total co ll ection fro m State Excise Department during the year 2012-13 was 
~ 9,782.49 crore, which increased by 20. 19 per cent as compared to the 
previous year, however, it decreased by ~ 285 .79 crore from budget estimate 
which is (-) 2.84 per cent. 

3.3 Analysis of arrears of revenue 

The arrears of revenue as on 31 March 20 J 3 amounted to ~ 54.06 crore of 
wh ich~ 48.51 crore were outstanding for more than five years. The table no. 
3.2 depicts the position of atTears of revenue during the period 2008-09 to 
20 12-1 3: 
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Table No. 3.2 
~in crore) 

Year Op<.Ung I Addition 

I 
Amount collected I Clo•ing balanoe of 

balance of during the during the year arrears 
arrears year 

2008-09 61.39 0.59 0.03 61.95 
2009-10 61.95 1.35 0.07 63.23 
2010-11 63.23 0.45 6.96 56.72 
20 11-1 2 56.72 0.03 1.93 54.82 
2012-13 54.82 0.02 0.78 54.06 

Source: Information provided by the Depart ment. 

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

3.4 Cost of collection 

The gross co llection from State Excise, expenditure incurred on co llection and 
percentage of such expenditure to the gross collection during the years 2010-
11 , 2011-1 2 and 201 2-1 3 along with the re levant all India average percentage 
of cost of collection to gross co llection for the previous years are mentioned in 
the table no. 3.3 : 

Table No. 3.3 
~ in crore) 

Year Gross collection 

I 

Cost of I Pm<ntage or"'" I All India average 
collection of collection to percentage of cost of 

gross collection collection for the 
pre\ious year 

2010-11 6,723.49 95.72 1.42 3.64 
2011-1 2 8, 139.20 101.26 1.24 3.05 
2012- 13 9,782.49 11 6.88 1.19 2.98 

Source: Finance Accounts of the Government of Uttar Pradesh and informat ion provided by the Department. 

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

3.5 Internal Audit 

Internal' Audit Wing (IA W) of an organisation is a vital component of the 
internal control mechanism and is generally defined as the control of all 
contro ls. It enables the organisation to assure itself that the prescribed systems 
are functioning reasonab ly well. 

IA W in the Department was working with strength of one Senior Finance 
Accounts Officer, one Finance Accounts Officer, two Assistant Accounts 
officer, two Senior Auditors and three Auditors posted against sanctioned 
strength of one F ina nce Contro ller, one Senior Finance Accounts Officer, one 
Finance Accounts Officer, two Assistant Accounts officers, six Senior 
Auditors and six Auditors. During the year 20 12-13, 140 units were p lanned 
for audit but only 119 units was audited by the IA W . However, number of 
observations ra~sed and money va lue invo lved therein, fo llow-up/compliance 
thereof was not intimated by the Department by December 201 3. 

3.6 Impact of Audit 

3.6.1 Status of compliance to Audit Reports (2007-08 to 2011-12) 

During the period 2007-08 to 20 l 1-12, through our Audit Reports we had 
pointed out the cases of under assessments of tax and other ir regularities 
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involving ~ 1360.37 crore. The Department has accepted the observations of 
~ 8.53 crore of which~ 4.83 crore was recovered till March 20 13 as shown in 
the table no. 3.4: 

Table No. 3.4 
~in crore) 

SI. No. y carnf . Monep·atue of I Mone,.-alue of I Amount recon•red 
Audit Report ' the paragraphs acceptrd during thl' ~· r:.ir 

I paragraphs 
1 2007-08 1.26 0.76 0.26 
2 2008-09 1,344.56 4.24 3.93 

3 2009-1 0 1.44 0 0 
4 20 10-11 1.03 3.04 0.52 

5 2011 -12 12.08 0.49 0.12 

Total 1,360.37 8.53 4.83 

The analys is of the above table shows that the percentage of the paragraphs 
accepted and the ir money value is very low. The amount of recovery m 
relation to the money value of accepted paragraph is 57 per cent. 

3.6.2 Status of compliance to outstanding Inspection Reports 
(2007-08 to 2011-12) 

During the period 2007-08 to 2011-12, we had pointed out through our 
Inspection Reports non/short levy, non/short realisation, underassessment/loss 
of revenue, incorrect exemption, application of incorrect rate of tax, incorrect 
computation etc. with revenue implication of ~ 1786.46 crore in 1240 cases. 
Of these, the Department/Government had accepted audit observations in 108 
cases invo l v ing ~ 2.65 crore and had since recovered the amount. The details 
are shown in the table no. 3.5: 

Table No. 3.5 
~ in crore) 

\'ear 

I 

No. of 

~ units 
audited 

2007-08 82 93 18.80 12 0.06 12 0.06 

2008-09 118 189 1,372.36 9 0.20 9 0.20 

2009-10 119 140 66.93 20 0.95 20 0.95 

20 10-11 190 435 231.03 46 1.33 46 1.33 

2011-12 200 383 97.34 2 1 0. 11 21 0.11 

Total 709 1240 1,786.46 108 2.65 108 2.65 

The ana lysis of the above table shows that the percentage of amount of the 
accepted paragraphs is very low. However, the amount of recovery in relation 
to accepted paragraphs is cent per cent. 

3.6.3 Status of compliance to Inspection Reports (2012-13) 

Our test check of the records of 148 units relating to State Excise receipts 
during 2012-13 revealed under assessments of tax and other inegularities 
invo lving ~ 238.03 crore in 317 cases which fall under the fo llowing 
catego ries as mentioned in the table no. 3.6: 
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Table No. 3.6 

3. 04 3.00 
4. 101 I J.75 
5. 07 0.25 
6. 194 9.63 

317 238.03 

During the year 2012-13, the Department accepted and recovered 
underassessment and other deficiencies of ( 6.55 lakh involved in 34 cases of 
which five cases involving ( 2 lakh had been pointed out during 2012-13 and 
the remaining in the earlier years. 

A paragraph on "New Excise Policy and its impact on revenue" and a few 
other illustrative cases involving ( 192 crore are mentioned in the succeeding 
paragraphs. 
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3.7 Audit Observation 

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

3.8 New Excise Policy and its impact on revenue 

3.8.1 Introduction 

State Excise Department is the second largest revenue co ll ecting Department 
of the State. The United Provi nces Excise Act, 191 0 and the Uttar Pradesh 
Sheera Niyantran Adhiniyam, 1964 and Rules made there under and New 
Excise Policy of 200 1, as amended 1 from time to time gives the power to the 
State Government to levy fee and excise duty on production, possession, 
transportation, sale and purchase of alcohol. 

An excise po licy called the "New Excise Po licy" promulgated with effect 
from I April 200 I provides fo r the entry of new liquor professionals by 
reducing/ending the monopoly of liquor syndicates. The main feature of the 
policy was the allotment of shops through public lo ttery in place of auction 
through bids or tender. The policy also ensu res availability of better quality 
liquor at reasonable price to the customers. From a consumption-based levy of 
excise duty, the new policy was geared to 

• fix the maxjmum wholesa le price (MWP) and maxjmum reta il price 
(MRP) of liquor and limit the profit marg in of wholesale and retail liquor 
licensees. 

• lay down a process for granting licences of liquor shops and fix ing the 
licence fee. 

• fix the excise duty payable on diffe rent types of liquor. 

• make it mandatory to fix ho lograms to reduce leakage of excise revenue 
and to ensure quality liquor to the consumers. 

• establish model shops. 

3.8.2 Organisational structure 

The Pri ncipal Secretary, State Excise is the administrati ve head at Goverrunent 
level. The overall contro l and responsibility of the State Excise Department is 
with the State Excise Commissioner (EC), Uttar Pradesh w ith headquarters at 
Al lahabad, who is assisted by two Additional Excise Commissioners, three 
Jo int Exc ise Commissioners, ten Deputy Excise Commissioners and six 
Assistant Excise Commiss ioners at headquarters. In fi nancial matters, the 
Excise Commissioner is assisted by Finance Officer and Chief vAccounts 

1 Dated 10 January 2007, 4 March 2008, 11February2009. 26 February 2010 and 12 March 2011. 
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Officer. The EC is also responsible for keeping watch over different units 
through the Internal Audit Wing. For the purpose of effecti ve administration 
the St lte is di vided in fi ve Zones and 18 charges, each under the charge of a 
Joint Excise Commissioner and a Deputy Excise Commissioner respectively, 
wh') ai·e assisted by an Assistant Excise Commissioner in each district. In case 
of excise receipts the collector of the district is the head of the excise 
administration within the district. 

3.8.3 Audit objective 

The audit was conducted with a view to ascertain 

• wheth~· adequate anti sufficient procedure existed in the Department 
for assessment and co llection of excise duty and licence fees etc. and 
their credit to Government account; 

• the provisions of New Excise policy are adequate and effectively 
implemented; and 

• an internal control mechanism exists in the Department and is adequate 
and effective. 

3.8.4 Audit criteria 

The audit examination of New Excise Policy and its impact on revenue was 
conducted with reference to the provisions made under fo llowing Acts, Rules ; 
and orders: 

• The United Provinces Excise Act, 1910 
• The Uttar Pradesh Sheera Niyantran Adhiniyam, l 964 
• The Uttar Pradesh Sheera Niyantran Niyamawali , 1974 
• New Excise Policy as amended from time to time 
• Government/Departmental orders/circulars and Acts2 etc. 

Specific provisions have been quoted in the related paragraphs. 

3.8.5 Audit scope and methodology 

For the purpose of this audit we segregated the units into high, medium and 
low risk areas3 on the basis of revenue realized by the DEOs covering the 
period from 2007-08 to 20 11-12. We examined the records of all the fourteen 
district4 offices identified as high risk, seven district5 offices out of 27 districts 
identified as medium risk and 3 district6 offices out of the remaining 30 
district offices identified as low risk areas. The units of medium and low risk 
category were selected on random samp ling basis. The records of the EC were 
examined whereas Government records7 were not made avai lable to us despite 
several attempts. The audit was conducted during the period from September 
20 12 to Apri l 201 3. 

lndian Stamp Act, 1899, Registration Act 1908 and The U. P. Stamp (Valuation of Property) Rules 1997. 
High Ri sk: where !he revenue collection was above ~ 100 c rore annually. 
Medium Risk: where the revenue collection ranged between more than~ 10 crore and less than~ 100 crore 
annually. 
Low Risk: where the revenue collection was less than~ I 0 crore. 
Aligarh. Bareill y, GB Nagar, Ghaziabad, Ghazipur, Gorakhpur, Khiri , Lucknow. Meerut, Muzaffar Nagar, 
Rampur, Sarahanpur, Shahjahanpur and Unnao. 
Al lahabad, Bijnore, Firozabad, Jaunpur, l(;.111pur Nagar, Moradabad and Varanas i. 

6 Badaun. Bagpat and Kausha mbi. 

Policy rela ted documents for the year 2007-08 to 201 2-1 3. 
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The objectives of this audit were d iscussed in an entry conference held on 20 
November 20 12 with the EC and exit conference held on 31 Ju ly 2013 with 
Principal Secretary/EC and other Departmental officers. The rep lies of the 
Department/Government to our observations have been incorporated 
appropriately. 

3.8.6 Acknowledgement 

We acknowledge the co-operation of Excise Commiss ioner (EC) Uttar 
Pradesh in providing necessary info rmation and records fo r audit. 

Audit findings 

3.8. 7 Pricing of country liquor 

Section 41 of United Provinces Excise Act, 
1910 and Rule 13 of the Uttar Pradesh Excise 
(Settlement of licences for wholesale of country 
liquor) Rules 2002 provides that the Excise 
Commissioner (EC), with prior sanction of the 
State Government, may fix the strengthwise (25 
per cent, 36 per cent and 42.8 per cent v/v) 
price or quantity in excess of or below which 
any intoxicant shall not be so ld or supplied. 

The Excise 
Commissioner 

constitutes a 
committee8 for 
fixat ion of maximum 
wholesa le and retail 
price of country liquor. 
The pricing committee 
fixes the maxunum 
wholesale price 
(MWP) and maximum 

retail price (MRP) by taki ng the fo llowing into account: 

• fixed price of molasses9
. 

• conversion cost of molasses to rectified sprit and Extra Neutrai 
Alcohol (ENA) 

• adding: labour costs and wastage on dilution of alcohol, 
caramelisat ion and essence costs, 
bottling, labe ling, capsuling and packaging costs, 
transportation cost from distillery to warehouse, 
incidence of wholesale licence fees and godown expenses, 
hologram fixation costs, 
incidence of retailers basic licence fees, 
expenses and profit ofretailers. 

to arrive at MWP and MRP of country liquor (CL). 

Since pricing is critical to the levy of excise duty, we examined the pricing 
process for assurance that due diligence was performed by Department when 
recommending the pricing to the Government. Our findings are detailed in 
subsequent sub-paragraphs: 

8 T he Additiona l Excise Commissioner (Ad1ni nistration), Deputy Excise Commi ssioner (Licencing), Deputy Excise 
Commissioner (Production) , Finance Controller, Senior Techni cal Officer and Senior Statistics Officer are the 
members of this committee. 

9 Including cost of molasses, central excise paid. administrative charges and its transponation costs. 
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3.8.7.1 Inconsistency in fixat ion of Maximum Retail Price in 
treatment of rounding off amount of IMFL and country 
liquor 

As per price list of Foreign liquor (FL) the MRP 
of FL shall be rounded off to next stage in terms 
of ( 5 and this amount shall be incorporated in 
excise revenue as additional licence fees. 
However, in case of Country Liquor (CL) the 
rounded off amount is not credited to 
Government account as additional licence fees. 
The pricing committee of country liquor in their 
recommendation fixed the retailer's profit and 
expenses at the rate of ~ 15 per BL (36% v/v) 
for 2007-08, ~ 20 for 2008-09 to 2010-11 and 
( 21 .50 for the year 2011-12 to 2012-13, and the 
same was included in calculation of maximum 
retail price (MRP) of CL. 

The MRP of IMFL 
is calculated by 
adding the excise 
duty to the ex
factory price, then 
adding the retailer 
margins to the total. 
The same is then 
rounded off to the 
next ~ 5 and 1s 
incorporated m 
excise revenue as 
additional licence 
fees. 
Scrutiny of records 10 

of Excise 
Commiss ioner Uttar 

Pradesh and 18 Distilleries 11 for the period April 2007 and March 20 13, 
showed that a similar procedure is followed while fi xing the MRP of Country 
Liquor (CL). But, the rounded off amount is not credited to Government 
account as additional licence fees, rather this rounded off amount is added to 
the optimum retailer margin to increase the margin for retailer. Thus due to 
this difference in the treatment of rounded off amount while fixing the MRP of 
CL, the Government was deprived of revenue of ( 481.20 crore by way of 
additional licence fees and this amount was passed on to the retailers of 
country liquor. DetaiJs are shown Appendix-V. 

We reported the matter to the Government (June 2013 ). The Government 
replied (July 2013), the price fixing committee had taken a view that the 
benefit of the rounded off amount is traditiona ll y given to the retailer. We do 
not agree with the reply as the objective of the po licy was to limit the profit 
margin of retailers is defeated by giving more 12 benefit to retailers against the 
margins fixed by the Committee. By adding the rounding off figu re to the 
margin, the margin fixed by the committee gets exceeded resulting in loss to 
the state exchequer. 

We recommend that similar principle may be followed in CL for crediting 
the rounded off amount to Government revenue as additional licence fee 
as is followed in the case of IMFL. 

'
0 

Price list, sales ret urn and excise poli cy etc. 
11 Wave Di sti ll e1y (Aligarh),Kesar Ente rprises. Superior Distillery (Barei lly), Simbholi Distille ry, Modi Disti llery 

(Ghaziabad), Lords Distillery (Ghazipur), Saraya Distil lery. IGL Distille1y (Gorakhpur), Pallia Dist illery 
(LakhimpurKher i),Daurala Dist illery (Meerut), NlCL Distillery (Moradabad). Shaml i Di stillery, Si r Shadi lal 
Distillery (Muzatfarnagar), Rampur Dist illery ( Rampur),Pi lkhani disti llery, Shakumbhari Distillery, Cooperative 
Di stillery, Tapari (Saharanpur) and Un nao Dist ille1y (Unnao). 

" Example : for 20 10- 1 I, total number of bottles (750 ml of 36% v/ v) sold = 3978180 
Optimum Retail Price(OR.P) = MWP + Inc idence of retai le rs BLF + Retailers profit and expenses = ( 123.61 + 
15.75 + 15 ) = ~ 154.36 
However M RP was ~ 158 
MR P - ORP = ~ 158 - ~ 154.36 = ~ 3.64 the rounded off amount is added to reta ilers margin, which increases to 
~ 18.64 per bottle (7501111) instead oH 15 ( @ ~ 20 per BL) for 750 ml as fixed by the Pric ing Comm ittee. 
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3.8.7.2 Undue advantage to the wholesalers of country liquor 

Under Rule 11 of the Uttar Pradesh Excise 
(Settlement of licences for country liquor 
bonded warehouse) Rules 2003 , grant for 
licenced warehouses for the storage of bottled 
CL, no transit loss allowance shall be given for 
the destruction, loss or damage by fire, accident, 
theft or by any other cause whatsoever during 
its transit or storage into the bonded warehouse. 
Under Rule 4 of above Rules the licensee shall 
procure suppli es of country liquor from the 
distillery in bottles of the prescribed capacity 
and strength having security holograms, 
approved by the EC. 

During the audit of 
records13 of EC Uttar 
Pradesh for the period 
April 2007 and March 
201 2, we found that the 
pricing committee for 
CL incorrectly 
permitted 0.5 per cent 
wastage on ex-factory 
price (including excise 
duty) to the wholesalers 
while fixing the 
max Lmum wholesale 
and retail prices. Rule 4 
and I I of Uttar Pradesh 
Excise (Settlement of 

licences for country liquor bonded ware house) Rules 2003 do not permit 
wastage in bottled CL. Fu1ther, three and one per cent14 inadmissible profit15 

was a lso allowed thereon. These allowances gave an undue advantage of 
~ 111 .57 crore to wholesalers. Details of the undue advantage given to the 
wholesalers of CL are shown in Appendix - VT. 

The Government replied (July 201 3) that 0.5 per cent transit wastage is 
al lowed in bulk transportation16 of liquor. We do not agree as these were not 
cases of bulk tra nsport o f liquor in tankers and bottled CL on which holograms 
fixed were transported. Moreover, the exc ise rules do not provide for any 
wastage in bottled liquor. 

3.8.7.3 Absence of provision to deposit excess collection of 
wholesale licence fees by wholesalers of country liquor 

As per Uttar Pradesh Excise (Settlement of 
licences for wholesale of country liquor) Rules, 
2002 the licence fee is defined as the 
consideration of grant of licence for exclusive 
privi lege of wholesale of country liquor under 
Section 24 of the Act, payable by the licensee 
before the licence is granted to the wholesaler on 
such rates notified by the excise policy. As per 
pricing formula and for fixing of the maximum 
wholesale price (MWP) of CL, this licence fee is 
adjusted in the MWP of CL fixed by EC. 

13 Price list, sa les return and excise policy etc. 

The wholesa le licence 
fee is ca lculated on the 
estimated sale of CL 
fo r an excise year and 
co llected in advance 
from the wholesaler at 
the time of grant of 
I icence. While fixing 
the MWP, the licence 
fee paid by the 
wholesalers 1s 
adjusted. The 
wholesaler recovers 
the excess licence fee 

1
• Three per cent in 2007-08 & 2008-09 and one per ce11/ in 2009- 10, 20 I 0- 1 I and 20 I 1- 12. 

15 Example: Number of bott les ( 750 ml of 36% v/v) sold during 20 I 0- 11= 3978 180 
wastage @ 0.5% + I% prolit on wastage ( 0.59 + 0.0059) = ~ 0.5959 
Total profit given on wastage - 3978 180 x 0.5959 = ~ 2370597 

16 
Transportation of liquor in bulk in tank~rs etc. 
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from the retai lers on actual sale of CL wh ich is higher than the estimated sale. 
Our scrutiny of the records of the office of EC Uttar Pradesh showed that for 
two years17 the adjusted licence fee recovered from retailers of CL, by the 
wholesalers was higher than the licence fee paid by the wholesalers to the 
Government. The details of excess licence fees recovered and retained by the 
wholesalers of CL are as mentioned in the table no. 3.7: 

Table No. 3.7 

Year Consum1>t ion Rate of Wholesale 
of CL in BL incidence licence licence fee 

(36% \A) fee of (WLF) p:1id 
wholesaler' s per b~· 
BL in the form wholesaler 

of (36% \'/\') 
2009-10 229260962 1.46 327100000 
2010-1 1 234546651 1.56 359810000 
Total 

Source: Information provided by the Department. 

\\'LF 
collected by 
wholesaler 

from retailer 

334721005 
365892776 

Excess 
collection of 
WLF over 

WLF paid to 
Government 

7621005 
6082776 

13703781 
or~ l.37 crore 

The excess adjusted licence fees recovered from the reta ilers of CL is retained 
by the wholesalers as there is no provision in the ru les and policy to enable 
deposit of the same to Government as licence fees. 

The Government repli.ed (July 2013) that the difference arises because the 
licence fee is assessed on the basis of presumptive data. But it was silent on 
the issue of adjustment of excess licence fee. 

We recommend that the Government may consider making a provision to 
recover the differentia l wholesa le licence fees at the end of the yea r or the 
adjust this differential amount from the security deposit of wholesalers at 
the end of the year . This procedure is as per excise pol icy and is followed 
in recovery of bottling fees of Foreign Liqour bottled on the estimate, 
where the differential renewal fees of FL3 and FL3A 18 are deposited 
accordingly before the end of ApriJ of the subsequent financial year. 

3.8.8 Non compliance of UP Excise (Settlement of Licences of 
Retail Sale of Country Liquor) Rules 2002 

Compliance of provisions of excise policy from 2007-08 to 20 12-1 3 was also 
examined and we observed non compliance on issues such as non-forfeiture of 
basic licence fees (BLF) and security deposit (SD), short lifting of MGQ, 
enhancement of MGQ at lower base, low recovery of a lcohol from molasses, 
short levy of licence fees and non levy of interest etc. Our observations are 
enumerated below. 

17 2009-10 and 20 10-11 
18 FL3- A bottling li cence to a distiller to bottle IMFL and FL3A- a bottl ing licence to a outside disti ller, brewer or 

vintner to put his own brand name on the labels of IMFL. 
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3.8.8.1 Non-forfeiture of Basic Licence Fee and security deposits 

Rule 12 of the Uttar Pradesh Excise (Settlement of 
Licences of Retail Sale of Country Liquor) Rules 
2002 provides that amount of Basic Licence Fee 
(BLF) shall be deposited in full within three 
working days, half of the security amount within 
l 0 working days and rest of the amount within 20 
working days, of receipt of the intimation of the 
selection of shops. In case of default, the selection 
of shop would be cancelled and amounts of BLF 
and security deposits, if any, would be forfeited in 
favour of the Government and the shops would be 
resettled fo11hwith. 

We examined the 
records19 of six 
District Excise 
Offices20 and 
observed that during 
the year 2011 -12 
though the licences 
of the 639 country 
liquor shops were 
settled or renewed, 
these licensees, 
however, did not 
deposit the entire 
amount of BLF and 

security deposit as required under the Rules. The delay ranged from 01 to 105 
days. For this defau lt no action was initiated as envisaged in the Rules. 

As no relaxation is allowed under the provisions/rules, the inaction of the 
Department deprived the Government to the tune of~ 53.68 crore by way of 
depositing BLF and security deposit. 

We reported the matter to the Government (June 2013). The Government 
accepted (Ju ly 2013) our observation. The Government also stated that 
perhaps due to operational difficulties, no action was taken under Rule 12 by 
the district officials. 

The reply of the Government established that action under Rule 12 was not 
taken. 

3.8.8.2 Non- realisation of excise duty due to short lifting of annual 
minimum guaranteed quota of country liquor 

Under the provisions of Rule 14 of the Uttar 
Pradesh Excise (Settlement of license for the 
retail sale of country liquor), Rules 2002, a 
I icencee is liable to lift the entire Minimum 
Guaranteed Quota (MGQ) fixed for him 
during the year. In case of failure, the 
licensing authority has to adjust the 
outstanding balance amount of license fee 
from the security deposit of the licensee and 
also issue a notice to the licensee by the third 
day of the next month to replenish the deficit 
in the security amount either by lifting such 
quantity of country liquor involving duty 
equivalent to the adjusted amount or by 
depositing cash or a combination of both. In 
case the licensee fails to replenish the deficit 
in security amount by the tenth day of the next 
month, bis licence shall stand cancelled. 

''' G-12 - Details of settled shops. 
20 DEO - Aligarh. Allahabad, Ghaz ipur, Gorakhpur. Kanpur and Kaushambi. 
21 Short liftedquantity( l3 178.30) 111ult iplicdby ~ 157 per BL. 
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We observed from the 
records of DEO, 
Mainpuri in May 2012 
that four licensees 
lifted 29381.70 BL 
against MGQ of 42560 
BL during the period 
2011 -1 2. As the full 
quantity of MGQ of 
country liquor was not 
lifted during the year, 
the differential amount 
of licence fee of 
~ 20.69 lakh21 on the 
short lifted quantity of 
131 78 .30 BL of liquor 
was to be recovered 
from the licencees. 
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We reported the matter to the Government (June 2012), Government accepted 
the audit observation and stated that recovery is under process. 

3.8.8.3 Short-realisation of excise duty due to short-lifting of 
Minimum Guaranteed Quota (MGQ) of Country Liquor 
in March 

As per the Excise Commissioner's c ircular dated 9 
March 2009, under the UP Excise (Settlement of 
licences for retail sale of country liquor) Rules 
2002, the licensee has to lift at least 80 per cent of 
the Minimum Guaranteed Quota (MGQ) in the 
month of March. If a licensee fails to do this, the 
licence fee will be adjusted from the security 
deposit of the licensee. 

We observed from 
the records of 15 
D EOs22 between 
August 20 12 and 
March 2013, that 
during the year 
2007-08, 2008-09 
and 2009-10, 902 
licensees lifted 

1140947.58 BL country liquor aga inst the quota of 1724353.05 BL fixed for 
the month of March 2008, March 2009 and March 2010. The differential 
amount of licence fee amounting to ~ 5.51 crore due to this short li fting had 
not been adjusted by the Department from the security deposit of the licensees. 

We reported the matter to the Government (June 2013). The Government 
accepted (July 20 13) our observation and stated that an amount of ~ 54.27 
lakh has been recovered and recovery of the ba lance amount is under process. 

3.8.9 Enhancement of MGQ at lower base MGQ for country 
liquor 

As per the excise policy of the relevant years the 
MGQ of 2008-09 was to be fi xed by enhancing the 
MGQ of the previous year. The rate of 
enhancement was 7 per cent in 2008-09, 7 per cent 
(8 p er cent in special Zone Meerut) for 2009-10, 3 
p er cent for 2010-11 and I per cent for 2011-12. 
The settlement of shops was for the years to be 
made as per the above enhancement. 

We scrutinised the 
consumption register, 
G- 1223 and other 
records of 13 DEOs24 

and noticed that the 
enhancement ofMGQ 
was done on the fixed 
MGQ of previous 
years, whereas the 
actual consumption in 

the previous years ranged 0.00 I to 6.69 per cent above the MGQ. Taking the 
previous years MGQ as base rather than actual lifting led to short fixat ion of 
MGQ of24.99 lakh BL in the years and Government was· deprived of revenue 
in the form of BLF of~ 4.13 crore. Deta ils are shown in Appendix - VII. 

We reported the matter to the Government (June 2013). The Government 
replied (Ju ly 20 13) that MGQ of CL was assessed according to the provision 
of excise policy by Government. lt is not possible to assess the MGQ on the 
basis of actua l lifting. 

We recommend that the Government may consider making a provision to 
recover the differential Basic licence fees at the end of the year or the 
adjust this differential amount from the security deposit of retailers at the 
end of the year. This procedure would be in line with the excise policy (fo r 

22 DEO - Al igarh. Allahabad, Barcilly, Badaun, Bijnore, Ghazipur, Gorakhpur, Jaunpur, Kanpur. Kaushambi, 
Lakhi rnpur Kheri, Lucknow, Saharanpur. Unnao and Varanasi. 

23 G-12 - Details of settled shops. 
24 DEO - Allahabad, Badaun, Baghpat , 13arcilly, Bij nore, Ghaziabad, Ghazipur, Gorakhpur. Kaushambi, Meerut, 

Moradabad, M uza fTarnagar and Rampur. 
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the year 2012-13) for recovery of bottling fees of Foreign Liqour bottled 
on the estimate, wherein the differential renewal fees based on actual 
bottling are d eposited before the end of April of the subsequent financial 
year . 

3.8.10 Loss of revenue due to low recovery of alcohol from 
molasses 

As per Government order No 192/thirteen-1 8-91 
dated 5 April 1991, the national standard and 
prescribed norms for recovery of alcohol from per 
quintal of molasses is 22.5 AL. (94% v/v). The cost 
of country liquor is calculated on the basis of the 
above norms* by the EC at the time of fixation of 
MRP of CL. The EC as Controller of molasses 
under section 8 (I) of the UP Sheera Niyantran 
Adhiniyam 1964 allots the reserved molasses to 
distillers who manufacture the CL. Under rule 21 of 
Uttar Pradesh Sheera Niyantran Niyamawali 1974, 
no molasses supplied to an allottee shall be used for 
a purpose other than that for which it has been 
allotted, except with the prior permission of 
Controller. The nonns of recovery of 22.5 AL (94% 
v/v) per quintal of molasses forms the basis of 
fixation of MRP of CL as well as that of the excise 
duty levied. 

The no rms of 
recovery of 22.5 
AL (94% v/v) 
from per quinta l 
of molasses forms 
the basis of 
fixation of MRP 
of CL as well as 
that of the excise 
duty levied. 
Hence we 
examined the 
adherence to 
norms by the 
distilleries and 
action taken by 
the Depatiment in 
cases of non 
adherence. 

We examined records like continuous out turn (COT)25 registers of 19 
Distilleries26 and observed that between August 2012 and May 2013 , these 
D istilleries27 did not maintain the minimum recovery of alcohol28 from 
molasses as per norms. During April 2007 to March 2013, 5071.49 lakh AL of 
alcohol shou ld have been produced from 239.79 lakh quintal of molasses 
consumed by these disti ll eries against whjch actua l production of alcohol was 
4781.07 lakh AL. This resulted in short production of 290.42 lakh AL alcohol. 
After bifurcating this in the same ratio as that of the total production of potable 
and industrial alcohol by these distilleries, we found 174.85 lakh AL of 
potab le alcohol invo lving excise revenue of ~ 736.49 crore as shown in 
Appendix-VIII was short produced. 

We also noticed that distilleries did not maintain separate inventory of alcohol 
produced from reserved29 molasses. As a result Department could not assess 

25 COT - lltc officer lnchargc of then Distillery shall draw composite sample of molasses consumed in three successive oul 
turns and divide it into three equal parts which shal l be sealed by the Officer In charge with his seal. 

26 Wave Distillery (Aligarh). Kesar Enterprises and Superior Distillery (Bareilly). Simbholi Distillery. Mohan Mcakins 
Distillery and Modi Distillery (Ghaziabad). Lords Distillery (Ghazipur).Saraya Distillery and IGL Distillery 
(Gorakhpur).Pallia Distillery (LakhimpurKheri). Daurala Distillery (Meerul), NIC L Distillery (Moradabad). Shamli Distillery 
and Sir Shadilal Distillery (Muzaffarnagar). Rampur Distillery (Rampur). Shakumbhari Di stillery and cooperative Distillery. 
Tapari (Saharanpur), Rosa Distillery (Shahjchanpur) and Unnao Dist illery ( Unnao). 

27 Distilleries having PD-2 licence granted by EC for manufacturer of potable and non potable liquor. 
28 Rectified spirit (RS) or Exira neutral alcohol (ENA). 
* Formula adapted for calculmion of manufacturing cost o f 94% v/v alcohol 

= cos! of reserved molasses (in guintals) = cost of one litre alcoho l of 94% v/v 
22.5 

conversion costs. labour costs. wastage etc. are added 10 this cost 10 arrive a1 the cost of alcoho l oflhe required strength i.e. 
25%, 36% or 42.8% . To this bo11l ing. labeling. capsuling. packing cos1s, hologram eosis arc added . Then the ED is added. 
Further co111poncr11s like freight, godown exp .. wastage (0.5%). incidence of licence fee al whole sellers profit or wholesales. 
incidence ofreiailcrs licence fee. retailers profit and expenses etc. are added 10 calculate the final fixed MRP of CL. 

'
9 As per Sheera Policy ofUllar Pradesh ccr1ain pcrcen1agc of molasses for year 10 year produced by Sugar Mi ll arc reserved 

for production ofcoumry liquor and the price of this reserve molasses is fi xed by the Excise Commissioner/Molasses 
Com roller. 
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the actual production of alcohol from reserve molasses, issued at a fi xed price, 
which are to be used only for production of country liquor. 

We ,·eported the matter to the Government (June 2013 ). The Government 
rep lied (July 2013) that the Department fi xed the norms for recovery of 
alcohol from every quinta l of fermentable sugar content present in molasses to 
yield 52.5 AL alcohol. Action as per rules had been taken against distillers 
when they fail to maintain the minimum yield of alcohol in batch. The 
Government reply shows that it is ignoring its own GO of 1991 , regarding 
norms of recovery of 22.5 AL (94 per cent v/v) per quintal of molasses based 
on which the cost of one litre of (94 p er cent v/v) alcohol is calculated by the 
pricing committee. This cost is the basis of fixation of MWP and MRP of 
alcohol. Moreover the adjustment of reserved molasses in case of purchase of 
ENA by a distillery is also done on the same norms. Hence it follows that 
these are the nonns which the distillers are required to adhere to in production 
of alcohol. Failure to maintain the minimum yield of alcohol from molasses 
consumed entails cancellation of licence and forfeiture of security deposit 
besides other penalties which was not done in the instant cases. 

3.8.11 Short-levy of licence fee 

We examined the implementation of the excise policy with respect to levy of 
licence fees on the sale of all kinds of liquor and noticed cases of non/short 
levy of licence fees of wholesale and retail shops of all three kinds of liquor30

. 

Our observations are enumerated below: 
3.8.11.1 Non/Short-levy of licence fee of wholesale supply of beer 

As per Rule 4(c) of Uttar Pradesh Excise 
(Settlement of licences for wholesale supply of 
foreign liquor) Rule, 2002 (as amended) the 
settlement of wholesale supply of foreign liquor, 
beer and wine can be made by the FL-2 
licensees. 
As per Excise Policy 2011-12 and 2012-1 3, the 
licence fee for FL-2 licence was to be fixed on 
the basis of estimated number of bottles sold by 
retail shops during previous year as detai led 
below: 
SI. No. Estimalcd number of bottles sold by rclailers Licence fee ( '!' in 

during previous year s in district lakb) 
I Up to 7 lakh bottles 05.00 
2 l3e1wcen 7 lakh lo 15 lakh boules 10.00 
3 13clwccn 15 lakh lo 25 lakh bou lcs 20.00 
4 Between 25 lakh to 30 lakh bot tles 30.00 
5 More lhan 30 lakh bottles 40.00 

The wholesale sale of beer was also governed by 
the same rules. Further as per Rule 4 (E) of the 
Rules ibid, for the wholesale supply of beer only, 
licences in form FL-2B shall be granted on 
oavment of~ 5 lakh as licence fee. 

3° Coumry liquor. IMFL and beer. 
31 Files of sett lement of licences. sa le, consumption statement . and G-6. 

During test check 
(August 201 2 to 
May 20 13) of 
records3 1 in the 
offices of 20 DEOs32 

and infonnation 
collected from offi ce 
of the Excise 
Commissioner, we 
observed that during 
the year 2011-1 2 and 
2012-1 3, ill 17 
and 20 districts 
respectively, FL-2 
I icensees were also 
pemiitted to supply 
beer along with 
IMFL to retail shops. 
The licence fees for 
FL-2 licensees were 
recovered on the 
bas is of estimated 
number of bott les of 

32 DEO-Badaun , Baghpal. Ba rc illy, Bij nore, Eta\\'<lh, Fa izabad, Fatchpur. Firozabad, Ghazipur, Gorakhpur, 
Jaunpur, Kaushambi , Lakhimpur Kheri, Mai npuri , Moradabad, Muza fTarnagar, Rampur, Saharanpur, 
Shahjahanpur and Unnao. 
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fMFL alone so ld during previous year, without taking into account the total 
number of beer bottles so ld by the licensees. Also no separate FL-28 licences 
were granted in these districts. This resulted in short realization of revenue of 
~ 5.35 crore as detailed in Appendix - IX. 

We reported the mat ter to the Government (June 2013). The Government in its 
reply (July 201 3) stated that onl y numbers of bottles of JMFL sold were to be 
taken as basis of fixing the licence fee. The Government further stated that 
from 2013-14 the sale of beer wil l be regulated through FL 2B licence. The 
rep ly of Government is s ilent on the lapse of DEOs to take in the account the 
para 4(5)(6) of the po licy of 20 11-12 and 20 12-1 3, that determination of 
licence fees for wholesale sale of beer is to be governed by the same rules as 
per sale of IMFL. Since the shops mentioned by us were selling both beer and 
IMFL, as per the po licy the total number of bottles of IMFL and beer sold, 
were to be taken as basis of fixing the licence fee . This lapse has led to short 
realisation of revenue. 

Similar issue was pointed out in Paragraph No. 3. 15 of Audit Report (Revenue 
Sector) for the year ending 3 1 March 20 12. The Govemment/Depariment has 
not taken total number of bottles of IMFL and beer actuall y so ld as base of 
fixing the licence fees. 

3.8.11.2 Retail licence shops of beer 

Under the provisions of the Uttar Pradesh Excise 
(Settlement of Licences of Retail Sale of Beer) 
Ru le 2001 (as amended) annual licence fee in 
respect of the retail shops of beer is leviable on 
the basis of number of bottles sold out in the 
current year. As per the new excise policy 2009-
10 and 20 l 0-11 the number of bottles was to be 
calculated on the basis of actual sale of 10 
months i.e. from April to January and calculated 
sale of February and March by 1/5 of April to 
January. Similarly as per the State Excise Policy 
notified on 12 March 2011 for the year 2011-12, 
the number of bottles was to be calculated on the 
basis of actual sale of I l months i.e. from April 
to February and calculated sale of March by 1/1 1 
of April to February. 

We observed 
(between August 
2012 and April 
2013) from the 
records of 20 
DEOs33 that annual 
licence fee of a ll the 
retail shops of beer 
of the State was 
fixed on the basis of 
actual sale of bottles 
of 10 months i.e. 
April to January of 
preceding year plus 
the calculated sale of 
February and March 
of that year, for the 
years 2009-10 and 
20 10-11. Similarly 
for 20 11 - 12, the 

licence fee was based on actual 
calculated sale of March 20 11 . 

sale of April 2010 to February 20 11 plus 

The licence fee based on the number of bottles actuall y sold during previous 
12 calendar months (which inc luded sale in month of previous March) at the 
time of settlement of beer shops, worked out to ~ 1.03 crore, ~ 2 .1 1 crore and 
~ 11 .70 crore for the year 2009-10, 2010-11 and 2011 -12 respectively as 
against the ~ 0.8 1 crore, ~ 2.02 crore and~ 11 .16 crore for the respective years 

JJ DEO - Al igarh, Allahabad, Badaun, Bijnore, Firozabad, GB Nagar, Ghazipur. Gorakhpur, Jaunpur, Kanpur, 
Kaushambi, Lakhimpur Khcri . Lucknow. Meemt, Moradablrd, Muzaffarnagar, Rampur. Shahjahanpur. Unnao 
and Varanasi . 
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licence fee fixed by Department. We noticed that the information regarding 
actual sale of bottles for prev ious calendar year was available with the 
Depr ttrnent at the time of fixing the basis of the calculation. Though the sale 
in rr.onth of March of the previous year was 51.73 to 75.39 per cent higher34 

than average sale of other l I months, this higher sale (of 0.71 lakh bottles , 
2.05 lakh bottles , 8.10 lakh bottles respecti vely) was ignored while fi xing the 
license fee by Department and calculated sale for the month for 2009-10, 
2010-11 and 201 1-12 was taken as a bas is for calcu lation. By excluding the 
March sale fro m calcul ations, Government was deprived of revenue < 85 lakh 
(< 22 lakh + < 9 lakh + ~ 54 lakh) by way of li cence fee during 2009-10 to 
2011-12 as shown in Appendix-X. 

3.8.11.3 Retail licence shops of foreign liquor 

Under the provisions of the Uttar Pradesh Excise 
(Settlement of Licences of Retail Sale of Foreign 
Liquor) Rule 2001 (as amended) annual licence fee 
in respect of the retail shops of foreign liquor is 
leviable on the basis of number of bottles sold out 
in the current year. As per the new excise policy 
2011-12, the number of bottles was to be calculated 
on the basis of actual sale of 11 months i.e. from 
April to February and calculated sale of March by 
1/11 of Apri l to February. 

We observed the 
records of 24 
DEOs35 that annual 
I icence fees of al I the 
retai 1 shops of 
foreign liquor was 
fixed on the basis of 
actual sale of bottles 
of 11 months i.e. 
April to February of 
the preceding year 
plus the calculated 

sale36 of March of that year for the year 2012- 13. The licence fees based on 
the number of bottles actuall y so ld during previou 12 calendar months at the 
time of settlement of liquor shops, worked out to < 97 .12 crore for the year 
2012-13. The information regarding actual sale of bottles for a calendar year 
was available with the Department at the time of fi xing the basis of 
calculation. Though the sale in month of previous March was 47.87 per cent 
higher37 than average sale of other 11 months, this higher sale (of 11.64 lakh 
bottles) was ignored while fi xing the li cense fee by Department and calcu lated 
sale for one month for 20 11 - 12 was taken as a basis for calculation. Due to 
thi s, Government was deprived of revenue of < 5.24 crore by way of licence 
fee during 20 12- 13 as shown in Appendix-XI. 

We reported the matter of fixing of licence fee of retail licence shops of beer 
and foreign liquor to the Government (June 20 13). The Government replied 
(July 2013) that the allotment and licence fee was fi xed as per the po licy and 
they had considered the issue in 2013-14, in which they settled the shops by 
increasing l 5 per cent on the licence fee of 201 2-13. The reply is silent on the 
issue of non inclusion of higher March fi gures in the li cence fee of the earlier 
year, which will impact on the new method also. 

u S ale in March 2008 was I .66 lakh boules when compared to 0.95 lakh boulcs being the average sale of I I months 
taken in calculation for policy of 2009-10. Similarly for policy of 20 !0-11. sa le in March 2009 was 5.47 lakh 
bollle; compared to month ly average of 3.42 lakhbonles . and for policy of 20 11 -12 sale in March 20 10 was 
23. 76 lakh boules compared to monthly average of 15.66 lakh bot1lcs (For the DEOs ment ioned in Appendix X) 

35 DEO - Aligarh, Allahabad. Badaun, Baghpat , Bareilly. Bijnore. Firozabad, G B Nagar, Ghaziabacl. Ghazipur, 
Gorakhpur • .launpur. Kanpu r, Kaushambi. Lakhi mpurKheri , Lucknow, Mccru t, Moradabad, Muzaffarnagar. 
Rampur Saharanpur. Shahjahanpur, Unnao and Varanasi. 

36 Calculated sale for 201 2-1 3 fixed on the basis of formula: Actual sale of 11 months (April to February) + 
A verage monthly sale calculated on actual sa le of 11 months. 

37 Sale in March 201 t wa' 35.96 lakh bottles when compared 10 24.32 lakh boulc> being 1he average sale of t t monihs taken in 
calcula1ion for policy of 20t2· t3. (For the DEOs 111en1ioncd in Appendix XI) 
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3.8.11.4 Sale of beer without depositing the beer bar licence fees 

Foreign liquor as defined in UP Excise 
settlement of licences for retail sale of foreign 
liquor (Excluding beer and wines) {Third 
Amendment) Rules 2002 includes Malt sprit, 
Whisky, Rum, Brandy, Gin, Vodka and Liquor. 
Beer is not included in the definition. As per 
Rules 647 and 648 of the United Provinces 
Excise Act, 1910 and Rules made there under 
the UP Excise (Wholesale and retail vend of 
Foreign Liquor) {Thirteenth Amendment) Rules 
2002 state that Beer bar licence in form FL 7B 
is required for retail sale of beer on premises of 
hotels, dak bunglows or restaurants. Rule 10 
provides for issue of licence of FL 6A 
composite for retail sale of foreign liquor by 
four and five star hotels and issue of FL 6 
licence for hotel other than the above. FL 7 
licence is required for retail sale of foreign 
liquor by Restaurants. FL 6A composite and FL 
7 will also cover sale of draft beer only and not 
bottled beer. 

We observed from 
records of bar 
licences and G-6 
register between 
August 201 2 and 
May 201 3 that 19 
DEOs38 settled or 
renewed 13 70 
licences of the 
hotels/ restaurant bars 
under FL 6, FL 6A 
(composite) and FL 7 
category between the 
period April 2007 to 
March 201 3 where 
consumption of 
bottled beer was also 
shown. These 
hotels/restaurant bars 
were not issued the 
FL 7B licence 
required for retail 
sale of bottled beer. 
We noticed that onJy 

11 hotels/restaurant bars39 were issued FL 7B licences and licence fees of 
~ 15.50 lakh collected during 2011 -12. As a result of non levy of FL 7B 
licence fees, the Government was deprived of revenue ~ 16.80 crore shown in 
Appendix - XU. 

We reported the matter to the Government (June 201 3). The Government 
replied (July 201 3), the Notitication40 dated 20 December 1980 is to be 
considered for definition of foreign liquor, where beer is included in definit ion 
of foreign liquor. Government reply is not as per UP Excise Settlement of 
Retai l Sale of Foreign Liquor (excluding beer and wine) (third amendment) 
Rules 2002 where beer is not covered in definition of foreign liquor. Further, 
the UP Excise (Wholesale and Retail vend of Foreign Liquor) Rules 20024 1 

also specify the licences required for the retail sale of beer. 

38 DEO-Aligarh, Allahabad, Badaun, Bareilly, Bij norc. Firozabad. Ghaziabad. Gorakhpur, G B Nagar, Kanpur, 
Lakhi mpur Khcri. Lucknow, Mcrrut. Moradabad, Muzaffarnagar, Rampur. Saharanpur, Unnao and Varanasi. 

39 DEO-Fi rozabad (2). DEO- Ghaz iabad ( 1) and DEO Varnnasi (8). 
40 No.8272-E/X lll-656-79 da lcd 20 December 1980. 
4 1 Not ificat ion o. 17882fX-Liccncc-9/New Beer- Bar Policy-2002 da1cd 24 1ovembcr 2002 
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3.8.11.5 Loss of licence fee for the Model Shop 

• 

As per State Excise Policies notified on 11 
February 2009, 26 February 2010 and 12 
March 2011 , the licence fee for setting up a 
model shop for the year 2009-10, 2010-11 , 
2011-12 and 2012-13 or part thereof was fixed 
as (eight lakh for the year 2009-10 and 2010-
11 or part thereof and similarly ( nine lakh for 
the year 2011-12 and 2012-13, or the highest 
licence fee among the settled retail shops in the 
city /town for the same year for both foreign 
ljquor and beer whlchever was hlgher, but it 
could not be more than ( 22 lakh and ( 25 
lakh respectively in those year. 

• We observed from 
the records42 of 26 
DE0s43 between 
August 2012 to 
March 2013 that 
licence fee of 393 
model shops44 of 
fore ign liquor and 
beer was fixed and 
realised as ( 87.90 
crore for the year 
2009-1 0 to 201 2-
13, whereas it 
comes to ( 95 .41 
crore as per excise 
policy. The DEOs 

have ignored the actual sale by these model shops in preceding year while 
calculating the highest sale by settled retail shops in the city/town. They 
have taken into account the sale by other shops of the city/town to fix the 
licence fee . However these model shops are also settled as retail shops, 
hence sale by model shops was required to be taken into account while 
fixing the licence fee prior to regulating it with ce iling. Thus, the 
Government was deprived ofrevenue of( 7.5 1 crore. 

We also observed from the records45 of26 Districts Excise Offices (DEOs) 
between August 20 12 to March 2013 that licence fee of 3 93 model 
shops46 of foreign liquor and beer was fi xed and realised as ( 87 .90 crore 
fo r the years 2009-10 to 2012-13. The Licence fee realisable on actual sale 
of these model shops alone was ( 150.72 crore. Due to the ceiling of ( 22 
lakh and ( 25 lakh imposed on upper limit of the licence fee of model 
shops, the Department has been deprived of Licence fee of ( 62.82 crore, as 
the actual sales and the licence fee real isable ranged from 0.06 per cent to 
505.34 p er cent above the actual fee reali sed from the model shops. 

We also observed that the imposition of ceiling was a part of the proposal sent 
to the Government by the Department. The ceiling was initially revised47 from 
( 20 lakh to ( 22 lakh in 2009-10 and to ( 25 lakh in 2011 -12 and 20 12-1 3. 
The Department did not examine the loss of revenue due to imposition of this 
ceiling despite having all the data available with them. The proposal sent b y 
the Department was approved as such by the Government. 

We reported the matter to the Government (June 201 3). The Government 
replied (July 201 3) that the a llotment and licence fee was fixed as per the 

41 Model shops sett lement fi les, excise policies and sales/returns 

• 3 DEO - Aligarh, Allahabad, Badaun, Baghpal, Barcilly. Bijnore, Bulandshahar, Firozabad, GB Nagar, Ghazi abad, 
G hazipur, Gorakhpur, Ja laun, Jaunpu r. JP Nagar. Kanpur, Lakhimpur Khcri, Lucknow, Mecrut, Moradabad, 
Muzaffarnagar, Rampur Saharanpur, Shahj ahanpur, Unnao and Varanasi. 

•• Model shop is a liccnccd shop situated in the commerciall y approved area of the corpora tion, city or mu nicipality 
having at least 600 sq. ft . carpel area and consumption fac ility also. 

45 Model shops sett lement fi les, excise policies and sales/returns. 
46 Model shop is a licenced shop situated in the commerciall y approved area of the corporation, city or munic ipality 

having a l least 600 sq. ft . carpet area and consumpt ion fac ili ty also. 

•
7 On the grounds that there is a regular annual increase in licence fees of all retail shops, hence licence fees of' model shops should 
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policy, they had considered the issue in 20 13-14, and revised the minimum 
licence fee for model shops from~ 9 lakh to ~ 11 lakh and revised the ceiling 
from ~ 25 to ~ 30 lakh. 

Our examination shows that thi s increase of 20 percent in the ceiling of 
licence fees of model shops was inadequate, as 241 shops out of 393 
mentioned in our observations have already had48 sales ranging from~ 30 lakh 
to~ 1.57 crore49

. 

3.8.12 Non-forfeiture of security deposit 

Para 13, 14 and 16 of the Uttar Pradesh Excise 
(Settlement of retail licences for Model shop of 
foreign liquor) Rules 2003 , Uttar Pradesh 
Excise settlement of licences for retail sale of 
foreign liquor (excluding beer and wine) Rules 
2001 and Uttar Pradesh (Settlement of licences 
for retail sale of country liquor) Rules 2002 
respectively, provide that the MRP as fixed b y 
Excise Commissioner on sanction of the State 
Government, shall be printed on the labels of 
bottles or containers of Foreign 
liquor/Beer/Country liquor, and the licensee 
shall not charge from consumers more than 
MRP printed on labels of bottles. The 
conditions of grant of licence under these Rules 
state that the retail licences shall not charge 
more than printed MRP, violation of terms and 
conditions of retail licence or a conviction for 
any offence under the United Provinces Excise 
(UPE) Act, 1910 or Narcotic Drugs and 
Psychotropic substances Act, 1985 shall make 
the licensee liable for cancellation of the licence 
and forfeiture of security deposit, in addition to 
any penalties imposed under the relevant laws. 

We observed between 
August 2012 and 
April 2013 from 
breach registers and 
G-650 for the period 
April 2007 to March 
2012 in respectof 19 
DEOs5 1

, that 1610 
cases were registered 
under breach52 by the 
Department against 
1,333 retailers, where 
liquor was found to be 
sold over the MRP, 
and penalty at the rate 
of ~ 50 to ~ 10,00053 

only was imposed on 
these shops. We 
noticed that while 277 
of these shops had 
repeatedly violated 
the Ru !es, no action as 
defined under the 
Rules and Acts such 
as cancellation of the 
l icence and forfeiture 
of security deposit, in 
addit ion to penalty 

in1posed was taken against them. The non forfe iture of security deposit alone 
for violation comes~ 47.74 crore as shown in Appendix - XIII. 

We reported the matter to the Government (June 2013). The Government in its 
rep ly (Ju ly 2013) stated that under Section 64/74 of United Provinces Excise 
Act 1910, violation of tenns and conditions of licence cases are to be closed 
after imposition of penalty upto ~ 5000. After compound ing of such cases 
there is no legal base for suspension and cancellation of licences. The 
Government reply is not as per the Act. The breach of the conditions by the 

48 Between 2009-1 0 to 20 12- 13. 
49 b1 model shop al CT/ Chauraha (Crossing), Kanpur. 
io A register of excise receipts shall be maintained in the Collectors om ce in form G-6. 
51 OEO-Al igarh,Badaun, Baghpat, Bareilly, Bijnore, Firozabad, GB Nagar, Ghaziabad, Jaunpur, Kanpur, 

Lakhimpur Kheri, Mcerut, Moradabad, Muz affamagar, Rampur, Saharanpur, Shahjahanpur, Unnao and Varanasi. 
52 Breach: breaching of conditions of licence. 
~3 Penalty of~ I 0,000 imposed only in one case. 
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holder are dealt with Section 34 of the Act wherein the EC has the power to 
cancel/suspend the licence. Moreover the genera l and special conditions of the 
licence clearly state that the licensee is Ji able for forfeiture of security deposit 
as well as payment of pena lties/compounding in case of breach of conditions. 
In all the cases including those of repeated violation the Department has 
merely imposed compounding penalty but has not taken action to cancel 
licence/forfeit the security deposit as deterrence. 

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

Under the provisions of the United Provinces Excise 
Act, 1910, where any excise revenue is not paid 
within three months from the date on which it 
becomes payable, interest at the rate of 18 per cent 
per annum is recoverable from the date on such 
excise revenue becomes due. 

From the records of 
three offices of 
excise Department, 
that excise revenue 
54 of ~ 63.15 lakh 
pertaining to the 
period from 2003 -04 
to 2008-09 was 
deposited between 

April 2007 and December 2011 i.e. with delay of 126 to 2823 days. However, 
interest amounting to ~ 19.47 lakh on the belated payment was not levied by 
the Department, as detailed in the table no . 3.8: 

Table No. 3.8 
~ in lakh) 

SI. Name of office Period Amount Period of Amount 
:\" o. delay in of 

days Interest 
1 District Excise Office, 2008-09 30.76 126 - 513 1.84 

Allahabad 
2 Assistant Commissioner, 2003-04 to 24.00 398 - 1493 11. 19 

Daurala Distillery, Daurala, 2006-07 
Meerut 

3 Di strict Excise Office, Mau 2003-04 to 8.39 828-2823 6.44 
2008-09 

Total 63.15 126 - 2823 19.47 

We reported the matter to the Government (June 2013). The Government 
accepted (July 201 3) the observation and stated that notice for recovery in 
cases mentioned at SL No. 2 and 3 have been issued. Regarding SL No. 1, the 
reply stated that the security deposit was deposited in treasury and no interest 
was leviable. We do not agree with this part of the reply as our observation 
was on non levy of interest due on delayed deposit of excise duty while the 
Department has responded that the security deposit was deposited in treasury. 
The two 55 are different items and the reply of the Department does not 
address our observation. 

54 Excise duty ( 30. 76 lakh , Licence fees ( 32.39 lakh 
55 Security deposit and excise duty. 
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3.8.14 Short-levy of rent and non-levy of stamp duty on 
warehouses 

Under Rule 5(2) and (3) of the Uttar Pradesh 
Excise (Settler 1en1. of licences for country liquor 
bonded warehouse) Rules 2003, the licensee 
shall be allowed to run warehouse at the district 
headquartern in the existing warehouse buildings 
of the Excise Department on payment of rent 
approved by the District Magistrate (DM). As 
per Rule 4 of the U. P. Stamp (valuation of 
property) Rules l 997, market rates for rent fo r 
commercial properties are fixed biennially by the 
OM and are called circle rates. When there is no 
Government warehouse in the district or there is 
no adequate space in Government warehouse it 
may be opened in private premises situated at 
District headquarters, that shall be approved by 
the collector of concerned district. Under the 
provisions of the section 18 of the Registration 
Act 1908 leases of immovable property for any 
terms not exceeding one year is optional for 
registration. As per Article 35 of Schedule IB of 
Indian Stamp Act (IS Act) 1899, however stamp 
duty on lease upto one year is chargeable as 
conveyance for a consideration equal to whole 
amount payable. As per section 33(i) of IS Act 
every person in charge of a public office (except 
an officer of police) before whom any instrument 
chargeable with duty is produced or comes in the 
performance of his duties, if it appear to him that 
such instrument is not duly stamped shall 
impound the same and refer to the Collector for 
valuation. 

of~ 66.79 lakh. 

During the audit 
between August 
20 12 and April 2013 
of seven DEOs,56 we 
noticed that the 

Departmental 
warehouses/ 

godowns were 
leased on rent to the 
licenced wholesa lers 
of country liquor. In 
two districts57 

perm1ss1on for 
establ ishment of the 

wholesale 
warehouses on 
private premises was 
granted. We 
observed the 

following 
irregularities in these 
cases: 
• These wholesale 

1 icensees of CL 
during 2007-08 
to 2012-13 were 
not charged the 
correct rent as 
per the approved 
circle rate for the 
lease of these 
warehouses. This 
led to short 
recovery of rent 

• In e ight cases of three districts58 we noticed during 2009- 10 to 2012-13 
that the lease agreement was executed59 on ~ 10 and~ 100 stamp paper but 
not registered. Thus, there was short levy of stamp duty of ~ 1.62 lakh in 
these cases. 

In 29 cases of six districts60 during 2007-08 to 2011 -12 while the DEOs had 
awarded the warehouse on rent to the wholesalers, the lease deeds were not 
executed and no stamp duty was paid. As a result of ~ 3.45 lakh of stamp duty 
was not lev ied on the lease agreements. 
The DEOs of the di stricts did not exercise due diligence in levying the correct 
lease rent and also did not ensure the payment of the stamp duty on the 
agreements. As a result the Government was deprived of revenue of ~ 71.86 
lakh (~ 66.79 lakh short rent and~ 5.07 lakh stamp duty) . 

56 Aligarh, Allahabad, 13arcilly. Jaunpur, Rampur, Unnao and Varanasi. 
57 Bare illy and Lucknow. 
58 Bareilly, Lakhimpur Khcri and Lucknow. 
59 Bareilly and Lucknow (Private pre mises), Lakhimpur khcri (Government warehouse) 
60 DEO - Aligarh, Barcilly, Jaunpur. Rampur. Unnao and Varanas i-. 
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We reported the matter to the Government (June 2013). The Government 
accepted (July 2013) our observation and stated that instructions for recovery 
have been issued. The details of recovery are awaited. 

3.8.15 Lack of documentation of Godown expenses allowed to 
wholesalers of country liquor 

At the time of fixation ofMRP of country liquor 
for the year 2007-08 to 201 1 -12 god own 
expenses are allowed to the wholesalers and 
included in the MRP of country liquor at the rate 
~ 1.30 per BL for the year 2007-08, ~ 1.39 per 
BL for the year 2008-09 to 2010-11 and 
~ 1.53 per BL for the year 2011-12. 

Under sub Rule 3 of Rule 7 of Uttar Pradesh 
excise (settlement of licences for country liquor 
bonded warehouses) Rules 2003, the licensee 
shall furnish to the officer in charge a list of 
agent and all employees, whose services are 
required in warehouse. Godown expenses 
include rent, payment of salaries of employees, 
water and electricity charges. 

From the records61 of 
nine DEOs62 we 
noticed that the seven 
DEOs63 had allotted 

Departmental 
warehouse and two 
DEOs64 had deta ils of 
private used 
warehouses by the 
licenced wholesalers 
of CL. The lists of 
employees of the 

respective 
wholesalers65 were 
available with all the 
nme DEOs. We 
observed that the 
number of employees 

ranged from two to four66 and the actual rent expenses ranged from 0.28 to 
6.99 per cent only of the godown expenses being allotted to the wholesalers of 
CL, as part of their wholesalers margin. In these nine districts alone the 
godown expenses a llowed to the wholesalers between 2007-08 and 2011-12 
were ~ 29.74 crore. The same appear to very high when compared to the 
actual expenses as available67

. Details are as shown in Appendix- XIV. 

When we pointed this out, the Government agreed that there was no 
calculation sheet for computation of godown expenses and stated that rent, 
water and electricity charges, computer, stationary and salary of 
employees/ labourers are taken into consideration for deciding godown 
expenses allowable. Tt is clear from the Government reply that the actual 
expenses are not calculated by the pricing committee. 
We recommend that godown expenses may be estimated on proper 
documentation such as actual rent, salary/wages paid in previous years 
etc. 

3.8.16 Conclusion 
Our audit revealed inconsistencies in fixation of maximum retail price of 
IMFL and CL and several deficiencies in implementation of New Excise 
Policy such as absence of provisions to deposit excess collection of wholesale 
licence fee on actual estimates. There was non-compliance of Rules on issues 
such as non-forfeiture of basic licence fees, late security deposit, short lifting 
of MGQ, low reco very of alcohol from molasses and cases of non/short levy 
of licence fee on wholesale and retail shops. 

61 lease deeds of warehouses. 
62 DEO - Aligarh, Allahabad. Barcilly, Jaunpur, Lakhimpm Khcri, Lucknow, Rampur, Unnao and Varanasi . 
63 DEO - Aligarh, Allahabad, Jaunpur, Lakhimpur Kheri, Rampur, Unnao and Varanasi . 
6"' DEO - Bareilly and Lucknow. 
65 ln the C L IC (wholesa le licence) details. 
66 With exception of nine for 2007-08 in Bareill y. 
67 and taking into account the routiDe water and electricity charges for average 223.09 sq. mts. warehouse. 
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3.9 Non-imposition of penalty 

Rule 27 of Ut .aI Pradesh Sheera Niyantran 
Niyamavali, 1974 provides the officer-in-charge or 
any other officer authori sed by the Controller under 
Rule 26 shall determine the quantity and the qual ity 
of the molasses immediatel y on receipt of each 
consignment with the help of the laboratory of the 
distillery and record the result of the verifi cation and 
test done by him on the reverse of the gate-pass in 
Form MF -4 received in duplicate from the occupier 
of the sugar factory alongwith consignment. One 
copy of the gate-pass shall be retained by the 
distillery and the other copy thereof shal l be sent to 
the occupier of the sugar factory by the officer-in
charge so as to reach the latter within one week of the 
arrival of the consignment at the gate of the distillery. 

The receipt back of MF -4 gate pass should be 
monitored by the Excise Department officials at the 
sugar factory to ensure that the molasses was 
received by the authorised distillery and the quanti ty 
& quality was as mentioned in the MF -4 gate pass. 
As per Section 11 of UP Sheera Niyantran 
Adhiniyam, any contravention of the Rules or orders 
made or the directions issued there under shall be 
punishable with impri sonment or with fine which 
may extend to two thousand rupees and continuing 
contravention attracts, an additional fine which may 
extend to one hundred rupees for every day during 
which the contravention continues. 

Chapter-Ill: State Excise 

During audit between 
January 201 1 and 
December 2012 of 15 
Sugar Mills68,we 
examined the MF -4 
gate passes 69 issued to 
40 distilleries during 
the period 2007-08 to 
2011-12. We noticed 
that out of26,554 MF -4 
gate passes, 3241 MF -4 
gate passes ( 12.21 per 
cent) were received 
back by these sugar 
mill s from the 
respective dis ti I leries 
with an average delay of 
7 1 days. Distilleries 
were responsible for 
timely return of these 
gate passes. However 
we noticed that in a ll the 
cases the delays were 
many, persistent and 
ranged over one to three 
years. The Departmental 
officers at the sugar 
factories did not take 
cognigence of this delay 

in return of gate passes by the distilleries and failed to initiate action for 
imposition of penalty to the extent of ~ 1.51 crore. 

I 

· After we pointed this out (between June 2011 and January 2013) the 
Government accepted our observation in August 2013 and stated that MF -4 
passes should be received back in sugar mill within 7 days of issue of 
molasses. Action regarding prosecution/penalty against defaulters wi ll be 
initiated under Section 16 of Sheera Niyantran Adhiniyam. 

68 Ki san Sahkari Chini M ill Ltd . Sac ha Aligarh. Wa ve Disci llery & Breweries Ltd Aligarh. JK Sugar Mill Oarcilly, 
Kisan Sahkari Chini mi ll Anoosahar Buland shahar. S imbhawa li Sugar Mill Ltd. Ghaziabad, The Uniced 
Province Sugar Mill Scwarahi, Kushinagar, Kanoria Sugar Mill s Lid. Kaptanganj Kushinagar, Ganga Kisan 
Cooperative Sugar Corporacion Ltd. Mom a MuzaITamagar. Ticabi Sugar mill T icabi, MuzaITarnagar,Bajaj 
Hindustan Sugar Mill Ltd. Pilibhic, LH Sugar Faccory Pilibhil, Rana Sugar M ills Rampur, Shakumbhri Sugar 
Tocla rpur Sa haranpur. Bajaj Hindustan Sugar Mill s Ltd. Maksudanpur Shahjahanpur, The Kisan Sahakari Sugar 
Mills Ltd. Ti lhar. Shahjahanpur. 

1
'
9 Ruic 25 de fi nes M F 4 as gate passes through which molasses is. dispatched by the sugar faccorics 10 discilleries. 
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3.10 Avoidable expenditure due to non-compliance of the 
provisions of the Acts 

Under the provision ofUPTT Act and VAT Act, 
sale of tender forms attracts tax liability at such 
rates as are prescribed in these Acts. The person 
selling the tender forms is liable to charge and 
collect the tax on sale of such forms from the 
purchasing persons and deposit it to the 
Treasury. 

We noticed durin~ cross 
check of records7 of 29 
DEOs71 (April 2011 to 
January 2012) that 
1 ,25 ,664 tender forms 
were sold and 
processmg fees of 
~ 3,864.66 lakh was 
collected during the 

year 2007-08 to 2010-11. Trade Tax/VAT amounting to ~ 1.69 crore leviable 
on thjs sale was not collected from purchasers of the forms by DEOs. 

After we pointed this out (between June 2011 and February 2012) the 
Govermnent replied in August 2013 that a grant of~ 5.92 crore has been 
allotted by the Government in July 2012 against the demand raised by Excise 
Commiss ioner for payment of VAT on sale of these forms to Commercial Tax 
Department. The reply of the Government confirms our objection that the 
Department did not collect the tax from the purchasing dealers and has 
imposed thjs burden on the Government which had to sanction a grant for the 
same. We also noticed that the reason for raising a demand of~ 5 .92 crore was 
stated as inability to recover the amount from applicants as addresses of the 
applicants not being available. On our examination of the application records 
we have noticed that the names and addresses of the applicants were clearl y 
mentioned on the forms. Hence, our audit establishes that the basis of raising 
a demand for the grant was not factually correct. 

Thus, non-compliance of provisions of Act and lack of timely action for 
realisation of tax from the applicants resulted in an unavoidable burden to the 
state exchequer. 

70 Sale of tender forms register, Receipt book and Cash book . 
71 DEO: Al igarh, Ambedkar Nagar, Auraiya, Baghpat, Bahraich, Ba Ilia, Banda,Bijnore, Bulandshahar, Chandauli, 

Etah, Ghaziabad, Gorakhpur, Hamirpur , Hardo i, Hathrus, Jalaun, Jaunpur, Kushinagar,Lal itpur, Mahoba, Mau, 
Meerut, Ramabai Nagar (Kanpur Dehat), Saharanpur, Shravasti , Siddharthnagar, Sitapur and Sonebhadra. 
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EXECUTIVE SUMMAR\' 

What we have 
this 

In this Chapter we present illustrative cases of 
~ 9.66 crore from observations noticed during 
our test check of records in the Transport 
Department. We found several instances of 
non/short realisation of tax and penalty from 
goods and passenger vehicles, short realisation 
of vehicle tax due to wrong assessment of 
seating capacity, non-imposition of penalty on 
vehicles carrying excess load, non-imposition of 
penalty due to violation of terms and conditions 
of permit, non-realisation of application and 
renewal fees of permit, non/short realisation 
from seized vehicles, and non-levy of tax and 
fines on tractors registered for agricultural 
purposes engaged in commercial activities. 

highlighted in 
Chapter 

Trend of receipts In 2012-13, the actual receipts increased by 
25.76 per cent as compared to the previous year 
but are short by 1.54 per cent from the budget 
estimate. 

Internal 
(IAW) 

Audit Wing A five member Internal Audit Committee has 
been formed in the Department under 
Chairpersonship of Principal Secretary, 
Transport which meets periodically to discuss 
functioning of IA W. The Department had 
recovered ~ 12.13 lakh in four cases at the 
instance of IA W during the year 2012-13. 

Status of compliance to 
Inspection Reports 
(2012-13) 

We conducted test check of the records of 72 
units relating to the Transport Department 
during the period 2012-13 and found cases of 
underassessment of tax and other irregularities 
involving ~ 151.56 crore in 668 cases. 

Our conclusion 

The Department accepted underassessment and 
other deficiencies of~ 10.30 lakh and recovered 
~ 10. l 0 lakh. 

The Department needs to improve the internal 
control system including strengthening of 
internal audit so that weaknesses in the system 
are addressed and omissions of the nature 
detected by us are avoided in future. 

It also needs to initiate immediate action to 
recover non-realisation, short levy of tax, 
penalties etc. pointed out by us, more so in those 
cases where it has accepted our observation. 





Cltapter-fV: Ta.xes 011 Vehicles, Goods a11d Passe11gers 

CHAPTER-IV 
TAXES ON VEHICLES, GOODS AND PASSENGERS 

4.1 Tax administration 
The Uttar Pradesh Motor Vehicles Taxation Act, 1997 (UPMVT Act), Uttar 
Pradesh Motor Vehicles Taxation Rules, J 998 (UPMVT Rules), Motor 
Vehicles Act, 1988 and Motor Vehicles Rules, 1989 provide for levy of 
various types of taxes viz. goods tax, additional tax (passenger tax) and fees 
etc. in the State. 

The Principal Secretary, Transport, Uttar Pradesh is the administrative head at 
Government level. The entire process of assessment and co llection of taxes 
and fees is administered and monitored by the Transport Commissioner (TC) 
Uttar Pradesh, who is assisted by two Additional Transport Commissioners at 
Headquarters and six Deputy Transport Commissioners (DTCs), 19 Regional 
Transport Officers (RTOs) and 72 Assistant Regional Transport Officers 
(ARTOs) (Administration) in the fie ld. 

4.2 Trend of recei ts 

Actual receipts from Taxes on Vehicles, Goods and Passengers during the 
years 2008-09 to 20 12-1 3 along with the total tax receipts during the same 
period is exhibited in the table no. 4.1 : 

Table No. 4.1 

2011-12 4.52 
2012-1 3 5. 15 

Sou rce: Finance Accounts of the Governme nt o f U11ar Pradesh. 

It can be seen that the budget estimates are real istic and that there has been a 
steady growth in the revenue. ln the year 2012-1 3, the actual receipts 
increased by 25.76per cent as compared to year 2011 - 12, but are short by 
3.23 p er cent from the budget estimates. 

4.3 Anal sis of arrears of revenue 

The arrears of revenue as on 3 I March 201 3 amounted to ~ 53 .83 crore. The 
table no. 4.2 depicts the position of aITears of revenue during the period 
2008-09to 20 12-13: 

Table No. 4.2 

Year I Openini:: balance I Addilion during Amounl collecll'd Clo•ini: balance 
of arrears lhc ~ rar during lhe ~l'ar of arn·an 

2008-09 7 1.74 1.380.02 1,391.15 60.6 1 
2009-1 0 60.6 1 1,66 1.4 1 1,674.55 47.47 
20 10- 11 47.47 2,040.78 2,058.58 29.67 

2011- 12 29.67 2,380.69 2,380.67 29.69 
2012-13 29.69 3,0 18.10 2,993.96 53.83 

Source : Finance Accounts and Information provided by the Department. 
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There has been an increase in the closing balance of arrears. Information 
regarding anears more than five years old and the various stages at which 
recovery of outstanding arrears are pending were not intimated by the 
Department despite request (December 2013). 

4.4 Cost of collection 

The gross collection from taxes on vehicles, goods and passengers, 
expenditure incmTed on collection and percentage of such expenditure to the 
gross collection during the years 2008-09 to 2012-13 along with the relevant 
all India average percentage of cost of collection to gross collection for the 
relevant previous year are mentioned below: 

Table No. 4.3 
~in crore) 

\'car Gross collection I Expenditure on I p.,,.., .... , I All India average 
collection cost of collection percentage of cost of 

to gross collection 
I collection for the previous year 

2008-09 1,391.15 50.43 3.62 2.58 
2009-10 1,674.55 69.16 4.13 2.93 
2010-1 1 2,058.58 78.13 3.80 3.07 
2011-12 2,380.67 79.86 3.35 3.71 
2012-13 2,993.96 95.45 3.19 2.96 

Source: Finance Accounts of the Government of Uttar Pradesh and information provided by the Department. 

It may be seen from the above table that percentage of cost of collection to 
gross collection has gradually decreased during the period 2009-10 to 2012-
13. However, cost of collection for the year 2012-13 is still higher than all 
India average . 

.t.5 Internal audit wino 
Internal Audit Wing (IAW) of an organisation is a vital component of the 
internal control mechanism and is generally defined as the control of all 
controls. It enables the organisation to assure itself that the prescribed systems 
are functioning reasonably well. 

A five member Internal Audit Committee has been formed in the Department 
under Chairpersonship of Principal Secretary, Transport which meets 
periodically to discuss functioning of IAW. The Department had recovered 
< 12.13 lakh in four cases at the instance of IA W during the year 2012-13. 

In IA W, one Ass istant Audit Officer and three Auditors have been posted. 
However, the sanctioned strength of the wing, details of audit planning such as 
number of units planned for audit, number of units audited, number and 
amount of objection raised and settled during the year was not intimated by 
the Department despite request. 

We recommend that the IA W may be strengthened and an annual audit 
plan prepared . 

.t.6 Im act of audit 
4.6.1 Status of compliance to Audit Reports (2007-08 to 2011-12) 
We had reported cases of non/short levy of passenger tax/additional tax, under 
assessment of road tax/goods tax and other iITegularities involving< 121.5 1 
crore in the Audit Reports for the year 2007-08 to 2011-12. Of these, the 
Department has accepted observations of < 83 .50 crore and recovered 
< 12.76 crore up to 31 March 2013. The details are mentioned in the table no. 
4.4 : 

112 



t 

Chapter-I V: Taxes 011 Vehicles, Goods a11d Passengers 

Table No. 4.4 

(~in crore) 
Year of .\udit Total mom~~ Accepted mone~ Reem er~ made up 

Report 'alue \alue to 31.03.2013 
2007-08 82.02 73.22 8.80 

- >--
2008-09 5.80 0 0 
2009-10 15.80 8.16 2.61 
20 10-11 2.46 1.28 0.62 
20 11-12 15.43 0.84 0.73 

Total 121.51 83.50 12.76 

The amount recovered as compared to the accepted cases has been nil or 
extremely low during the last five years. 

We recommend that the Government should take appropriate steps to 
improve the recovery position, at least in the accepted cases. 

4.6.2 Status of compliance to outstandi11g /11spectio11 Reports 
(2007-08 to 2011-12) 

During the period 2007-08 to 2011-12, we had pointed out through our 
Inspection Reports short levy, non/short realisation, underassessment/loss of 
revenue, incorrect exemption, application of incorrect rate of tax, incorrect 

! computation etc. with revenue implication of~ 399 .45 crore in 1,819 cases. Of 
these, the Department/Government had accepted audit observations in 459 
cases involving~ 10.13 crore and had since recovered the amount involved in 
these cases upto 31March2013. The details are shown in the table no. 4 .5: 

Table No. 4.5 
~in crore) 

'ear 
I 

'.\ o. of \mount objected \mount acn•pfl•d \mount n •coH'l"l'd I 

units up to J 1.llJ.101.' 
audited 'o. of \mount 'o. of \mount 'o. of \mount 

cases ('4.lSl' \ l'aSl'S 

2007-08 62 2 13 94.45 4 0.25 4 0.25 

~008-09 71 344 11 8.34 148 2.49 148 2.49 

2009-10 71 245 26.46 40 0.85 40 0.85 

2010-11 7 1 369 29.54 263 6.44 263 6.44 

2011-1 2 96 648 130.66 04 0.10 04 0.10 

Total 371 1819 399.45 459 10.13 459 10.13 

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

4.6.3 Status of Compliance to Inspection Reports (2012-13) 

Test check of the records of 72 units relating to the Transport Department 
during the period 20 l 2-1 3 revealed underassessment of tax and other 
irregularities invo lving ~ 151.56 crore in 668 cases which fa ll under the 
fo llowing categories as mentioned in table no. 4.6: 
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T able No. 4.6 
~in crore) 

SI. 

I 
Category 

I 
Number of I Amount 

No. cases 
1. Non/short levy of passenger tax/additional tax 126 72.87 
2. Underassessment ofroad tax 49 0.82 
3. Non/Short levy of goods tax 72 7.61 
4. Other irre1rularities 421 70.26 

Total 668 151.56 

During the year 2012-1 3, the Department accepted our observation of ~ 10.30 
lakh invo lved in fo ur cases out of which recovered ~ 10.10 lakh of 
underassessment and other deficiencies. 

A few illustrative cases including a paragraph on "Non compliance of 
provisions of Motor Vehicles Act/Departmental order" involving ~ 9.66 
crore are mentioned in the succeeding paragraphs. 

4.7 Non compliance of provisions of Motor Vehicles 
Act/De artmental Order 

Under Rules 86 to 90 of Motor Vehicle Rules, 
1989 (MV Rules) any goods vehicle intending 
to move on national level shall apply for a 
National Permit in a prescribed form to the 
Regional Transport Officer. As per Section 81 
of Motor Vehicle Act, 1988 (MV Act) a 
permit is valid for 5 years. However as per 
Rule 87 (3) of MV Rules, authorisation of the 
National Permit is for one year. 

Application for renewal of National Permit is 
required to be submitted 15 days prior to 
expiry of such permit. 

As per orders of Transport Commissioner of 
February 2000 the authorities concerned shall 
issue notice to the permit holder within 15 
days of expiry of authorisation calling his 
explanation as to why the permit should not 
be cancelled in case of his non renewal of 
authorisation and cancel the permit in case of 
non receipt of explanation within the 
prescribed time. 

4.7.1 With a view to 
exam me the 
imp lementation of the 
provisions of the new 
National Permit System, 
we examined the re levant 
records' in all the 19 
RT0s2 in the State between 
May 20 12 and March 20 13. 
We noticed that out of 
78, 156 goods vehic les 
which· had been issued 
National Permit m the 
State, authorisation of 
2,939 vehicles3 became due 
fo r renewal between 
Febrnary 20 10 and March 
2013. 

Despite the fact that a ll the 
information such as date of 
expiry of authorisation, tax 
paid and other details of 
vehicles w ith National 
Permit was avai lab le in 

' 

4 

1 
VAHAN Software4

, these cases were not detected by the Department. The , 
Department also did not initiate any action to issue notices to these permit ~ 
holders and cancel the permit as prescribed in the o rder of the Transport 411 
Commissioner of February 2000. 

1 Vehi cles fi Jes. permit register, rccci pt books and cash-book. 
2 Agra, Ali garh, Allahabad, Azamgarh, Banda, Barcilly, Basti, Faizabad, Ghaziabad, Gonda, Gorakhpur, Jhansi. 

Kanpur Nagar, Lucknow, Meenit, Mirzapur, Moradabad, Saharanpur and Varanasi. 
3 In 17 RTO's. 
• Desib'lled for keeping vehicles details such as registrat ion certificate, pcnnit and taxes etc. 
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We noticed that only in Saharanpur5 action was taken by RTO as per orders of 
TC dated February 2000 and notice issued under Section 86 of MY Act, 1988. 

After we pointed out these cases, the Department stated6 (January 20 J 4) that 

• permits cf 8·n vehicles have been cancelled; 
• authorisation of National Permit of 779 vehicles have been renewed 

after charging of consolidated fee and renewal fee of ~ l. l 0 crore; 
• action under Section-86 of M V Act, in respect of 1,008 vehic les has 

been initiated. 

Section 81 (I) of the MV Act, 1988 provides 
that a permit other than a temporary permit 
issued under section 87 or a special permit 
issued under Sub-Section(8) of Section 88 
shall be effective for a period of five years. 
Under Section 81(2), a permit may be 
renewed on an application made not less 
than fifteen days before the date of its 
expiry. As per Rule 22 of UPMV Rules, 

· 1998, permits and other documents should 
be surrendered, if the vehicle is withdrawn 
from use. Further, if the permit and other 
documents are not surrendered, the vehicle is 
deemed to be in use. 

4.7.2 We observed (May 
2012) from the records7 of 
the office of the TC that 
validity of permit of 55 
buses8 and 111 motor 
taxies9 expired between the 
period from January 2008 
to March 2012. 
As the owners did not 
surrender the documents 
the vehic les were deemed 
to be in use as per Ru le 22 
of UPMV Rules, 1998. 

Despite the fact that all the 
information such as date of 
expiry of permit, tax paid 

and other detail s of vehicles were available in VAHAN Software, these cases 
were not detected by the Department. 

After we pointed this out to Department/ Government in June 2012, the 
Department stated (September 2013) that renewal of permit can be done only 
when the permit holder applies for the same, no permit and application fees 
were realised in these cases as permit holders in question never applied for its 
renewal or cancellation. We do not agree as the validity of the pem1its had 
expired and pennits/documents were not surrendered. Thus, these vehicles 
were deemed to be in use as per Rule 22 of the UPMV Rules and the 
Department shou Id have in the interest of the State Exchequer taken proactive 
action to issue notices to the vehicle owners. 

The Government may consider devising a mechanism to ensure 
compliance of the provisions of the MV Act/UPMV Rules or the 
departmental order of February 2000, so that there is no leakage of State 
revenue. 

5 194 vehicles. 
6 Reply of RTO Aligarh, All ahabad, Banda, Barei lly, Faizabad and Gonda is awaited. 
' Permit registers and concerned files 
s Out of 3,359 vehicles 
9 Out of 34,789 vehic les 
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4.8 Commercial use of vehicles registered as priYate/agricultural 
vehicles 

As per notification dated 28 October 2009 
issued under Section 4(2) of UPMV Act, 1997 
construction equipment vehicles or vehicles 
manufactured in special design or for special 
purpose and registered or used for commercial 
purpose, tax is leviable at the rate of~ 500 per 
quarter or ~ 1,800 per year, for every metric 
tonne of the unladen weight of the vehicle or 
part thereof. 

We scrutinised (between 
June 2012 and December 
2012) the records10 of 
four RTOs11 and three 
ART0s 12 and observed 
as under: 

4.8.1 During the period 
February 2010 to July 
2012, 10 vehicles13 were 
registered as private 

vehicles and deposited only a onetime tax. Since all these vehicles were used 
for commercial purposes, registration of these vehicles as private vehicles and 
levy of one time tax was wrong. The details are indicated in table no. 4.7 : 

Table No. 4.7 
~in lakh) 

SI. '\ 1) . '\ amc of lhc '\ umber of la\ le' iahlc Ln paid a' Pcriucl uf 
ot1in 'chidl' rcgi,ll· rcd '' I Silo - per nm· lime la\ n.•t:i,tration 

'" pri' a1c lonnc per ~car 
I. RTO Azamgarh 04 8.64 5.23 02/2010 to 

07/2012 
2. RTO Ghaziabad 04 8.50 5. 11 07/2011 to 

01 /201 2 
3. ARTO Hardoi 02 4.59 0.88 08/2011 to 

12/2011 
Total 10 21.73 11.22 

Further, in 14 cases, vehicles 14 owners had not deposited even the quarterly 
tax for one to eight quarters and were plying unauthorisedly. This resulted in 
non- levy of tax of~ 3.06 lakh as shown in table no. 4.8: 

Table No. 4.8 
~in lakh) 

SI. '\o. '\a me of 1hc '-umber of Ta\ le' iahlc Ta\ paid LI\ due Pcriud of I' 

oflicc \Chicle a 1 !!00 - rcgi,tra1iun 
n~~ist~red per tonne 
as pri,alc per ~car 1 

Total 14 3.06 3.06 

After we reported the matter to the Department and Government (July 20 12 to 
February 2013 ), the Department accepted (September 2013) our observation in 
cases of Azamgarh, Lucknow and Hardoi and has begun the action for issue of 
notices and recovery. In case of Ghaziabad15 and one vehicle (crane) of 
Hardoi, the Department stated that as per affidavits given by the firms, the 
vehicles are being used as non-transport/private vehicle. We do not agree with 
the reply of the Department with reference to the above, as all these vehicles 
were registered with the firms and not with individuals and these were 
excavators and crane. 

10 Tax posting register, regis1ration register, tax register and Prosecution Books, Crime and Seizure Registers. 
11 Azamgarh, Ghaziabad, Kanpur Nagar and Lucknow. 
12 Hardoi, Maharajganj and Mau. 
13 JCB machi nes ( 1), Cranes ( 1), Earth moving machines (4), Excavators (4). 
14 Cranes (13 ), Cash van (I ) . 
15 Four Excavators in Ghaziabad 
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The rate of tax applicable to tractor used for 
commercial purposes other than agricultural 
purposes, for every metric tonne of the unladen 
weight of the vehicle or part thereof is t 500 per 
quarter or ~ 1,800 per annum. Further, under 
Section 192-A of the MV Act, use of a motor 
vehicle in contravention of the provisions of sub
section (1) of Section 66 or the purpose for which 
the vehicle may be used, shall be punishable for 
the first offence with a fine oft 2,500 which was 
raised tot 4,000 with effect from 25 August 2010 
according to UP Shashan Notification No 
1452/30-4-10-172/89 dated 25 August 2010. 

4.8.2 During the 
period April 2011 to 
October 20 12, in 86 
cases, tractors 
registered for 
agricultural purposes 
were engaged in the 
commercial activities 
of transporting sub
mineral (sand and 
ordinary soil). This 
fact was verified 
from the MM-11 
forms issued by the 
respective District 

Mines Officers to these tractors. As seen from the prosecution registers, the 
Department did not initiate any action for levy and collection of the 
differential rate tax from these vehicles for their use as commercial vehic les 
and also did not impose the necessary fines for violation of act. This inaction 
Jed to non-realisation of tax and fines of ~ 4.31 lakh as detailed in the table no. 
4.9: 

SI. 
No. 

• 2. 

3. 

~:une of 1111it 

RTO Kanpur 
Na gar 

Mahara· an 
ARTOMau 

Total 

Table No. 4.9 

l !nladen 
\hii.:ht 

nf 
\l'11kle 

(in 
Tonne) 

rrrind of pl~ in~ 
of H"hick 

04/2011 to 
03 07/20 12 

03/20 11 to 
06/20 11 

02 08/2009 to 
09/2010 

'"· nf 
H'hidl'' 

37 

40 

86 

\1111111 111 

ufta\ 

pa\ ahk 

" ( 51111 

Jll"r 

qu:i rll'r 

l'l'll:tlr~ 

l<"i ahl•· 

" \ .moo 
pa 

\l'llidt• 
Jll'r tonnl' 

uf 1111 
lacll'n 

\\t.•i0 ht 

lllllim I 

.-m~ 
0.37 •: 

0.40 1.60 

0.87 3.44 

Iota I 

amounr 
nf 

t:I\ a nd 
p"nalt~ 

2.00 

4.31 

After we reported the matter to the Department and Government (July 2012 to 
February 201 3), the Department has not agreed with our observation and 
stated (November 201 3) that none of the tractors have been found carrying 
minera ls during checking of vehicles by enforcement wing. The reply of the 
Department shows that it did not take any proactive action against the tractors 
employed in commercial activities despite there being concrete evidence of the 
same being available in the records of the Mining Department and pointed out 
by us. The Department has not even cross-checked the records of District 
Mines Officers. 
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4.11 Non-realisation of ermit fee on school vehicles 

Under the provisions of the UPMVT Act, as 
amended in 2000 in respect of Notification 
number 27 /2000 of Government of India, no 
Educational Institute shall use vehicles for 
transportation of students without proper permit. 
Further, Rule 125 of the UPMVT Rules, 1998 
(as amended on 31 December, 2010) prescribes 
~ 3,750 for issue of new permit, its renewal and 
countersignature. 

of~ 9.56 lakh as shown in the table no. 4. 11 : 

Table No. 4.11 

RTO Bareill 3750 
ARTO JP Na ar 3750 

4. ARTO Mahoba 09 3750 
5. ARTO Lakhim ur kheri 156 3750 

Total 255 

We scru tinised (between 
May 20 12 and June 
20 12) the records24 of 
one RT025 and four 
ARTOs26 and observed 
that du ring the p eriod 
M ay 2011 to May 201 2, 
255 school vehicles were 
plying in sub regions 
without permit. This 
resulted in non 
realisation of permit fees 

1. 12 
0.34 
5.85 
9.56 

After we reported the matter to the Department and the Government (June 
201 2 and July 201 2), the Department accepted (October 201 3) our observation 
and recovered ~ 4.46 Jakh in cases of 119 vehicles and stated that action has 
been initiated for the remaining vehicles. 

4.12 Impact of non-establishment of Accident Relief Fund 

As per provisions of Section 8(1) of UPMVT 
Act, 1997 as amended in 2009, for the purpose 
of providing relief to the passengers or other 
persons suffering casualty in any accident in 
which a public service vehic le is involved, or to 
heirs of such passengers or other persons, the 
State Government shall establish a fund to be 
known as the Uttar Pradesh Road Transport 
Accident Relief Fund (UPRTARF). The amount 
equivalent to two per cent of the tax levied 
under section 4 and two p er cent of the 
additional tax levied under Section 6 shall be 
credited to the said fund . 

We observed (May 
20 12) from the 
records27 of the office of 
the T ransport 
Commiss ioner that the 
Department had realised 
a sum of ~ 786. 74 crore 
as tax and additional tax 
from goods and 
passenger vehicles 
during the period 
between April 2011 and 
March 201 2. Two per 
cent of this amount 
~ 15.73 cro re was to be 
credited to the 
UPRTARF, the same 

has not been credited to the fund by the Department as the fu nd is yet to be 
established. We further noticed that compensation amounting to ~ 61.90 lakh 
was paid fro m the budget major head "2235 Social Safety and Welfa re" during 
the year 2009-10 to 20 12-1 3 to the passengers or heirs of such passengers 
against 1039 cases of accident from UPSRTC buses. The non-establishment of 

24 Vehicles fil es, permi t regis ter and vehicles database. 
25 RTO: Bareill y. 
26 ARTO: Ambcdkar Nagar, J.P. agar, Lakhimpur Khi ri and Mahoba. 
27 Monthly statement of revenue recci pis. 
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fund negated the very purpose of the provision of the Act and the 
compensation had to be paid out of revenue budget of the State. 

When we reported the matter to the Department and the Government (June 
2012), the Department stated (September 20 13) that process of estab lishing 
the UPRT ARF i 3 i J process. The tax and additiona l tax realised has been 
deposited in Guvei nment treasury, so Goverrunent was not deprived of 
revenue. Compensations were g iven under the head "2235" so no beneficiary 
was deprived of receiving compensation. We do not agree with the reply of the 
Department a5 the Department is showing inflated revenue earning by fully 
depositing the tax and additional tax in the major head "0041 ", rather than 
crediting two per cent of the same in UPRTARF. Moreover, non
establishment of fund has negated the very purpose of the provis ions of the 
Act. 

4.13 Non-im osition of penaltv on the vehicles carryin excess load 

Section 113 of the Motor Vehicles Act, 1988 
(MV Act), defines the limits of weight and 
limitation of use, which are laid down by the 
Transport Commissioner (TC) who prescribes 
conditions for issue of permits for transport 
vehic les in the state. Section 113 (3) (b) states 
that no person shall drive or cause or allow to be 
driven in any public place any motor vehicle or 
trailer, the laden weight exceeds the gross 
vehicle weight specified in the certificate of 
registration. 
As Pi r provisions made under Section 194 (1) 
of the MV Act, 1988, whoever drives a motor 
vehicle or causes or allows a motor vehicle to 
be driven with a load exceeding permissible 
weight, shall be punishable with minimum fine 
of two thousand mpees and an additional 
amount of one thousand rupees per tonne of 
excess load, together with the liability to pay 
charges for off-loading of the excess load. 
As per the certificate of registration issued by 
the TC for the vehicles the maximum laden 

· weight for the vehicles is fixed and the 
maximum limit of weight* of sub minerals 
transported by different categories of vehicles is 
as below: 

(In Tonnes) 
SI. Minor mineral l'wo Wheel Four \Vhccl Six Wheel 10 Wheel 
No. Tractor Traci or Truck Truck 
I. Ordinary Sand 3 .00 5.25 13 19 
2. Morrum 3 .00 S.25 13 19 
3 . Ordinary Soil 3.00 5.25 13 19 
4. BouldcdGitti/ stone l!lit 3 .00 5.25 13 19 

•Maximum perm1SS1ble Laden Weight = Gross Vehicle Weight (GVW) mi1111s Un 
Laden Weight (ULW) 

We scrutinised the 
records28 of three 
RTOs29 and 20 
ARTOs30 and Form 
MM-11 issued to the 
vehicles for carrying 
sub minerals31 in 
respective District 
Mines Offices. between 
April 2012 and March 
2013 and observed that 
in 3,706 cases, 
transportation of sub
m i neral sand, grit and 
ordinary so il was 
carried out during the 
period Febmary 2009 
to January 2013 by 
different categories of 
vehic les. In all these 
cases the actual 
load32carried by these 
vehicles as evidenced 
by the MM-11 forms33 

issued was higher than 
the permitted load as 
per their Registration 
Certificates. Hence all 
these vehicles were 
liab le for action under 
Section 1 94(1 ) of the 
Motor Vehicles Act, 
1988. 

28 Prosecution Books, Cri me and Seizure Registers. 
29 RTO: !Janda, Gorakhpur and Saharanpur. 
30 ARTO :Ambcdka magar, Aurai ya, Badaun, Bagpat , Bahraich. Balrampur, Baraba nki. Bulandshahar, Farukkhabad, 

G .B.Nagar, Kanshiramnagar, Kushinagar. Lalitpur , Maharajganj . Mainpuri, Mau, Pratapgarh, Sa nt ravidasnagar, 
S itapur and Unnao. 

31 Sand. stone, grin and ordinary soil. 
32 Coiwersion of volume to weight for sandlmorrum I m3=2 tonnes.and I m3 of ordinary soi l = 1.70 tonnes. 
13 Transit Pass issued by t he holder of the mining lease or mining permit or prospecting licence as the case may be. 
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We noticed that these vehicles were not mentioned in the Prosecution book, 
Crime or Seizure registers of the respective RTOs/ ARTOs offices as having 
been checked and booked as overloaded and charged fo r offloading of the 
excess load. The RTOs/ARTOs did not take action to stop and off load these 
vehicles carrying greater than permiss ible load and penalise them. 

The plying of overloaded vehic les compromised public safety. These vehicles 
were liable for imposition of penalty of ~ 2.97 crore as detai led in 
Appendix-XV. 

After we reported the matter to the Department/Government (between May 
2012 and May 2013 ), the Department stated (October 2013) that none of the 
vehic les have fo und overloaded during checking of vehicles ~l enfo rcement 
wing and hence penalty is not tenable. Only in two offices" the transport 
authorities have so far recovered ~ 2.20 lakh from the vehicles mentioned in 
our observation and a further two offices35 have issued notices to the 
defaulters. 

The Department itself admits to failure of its enforcement wing as pointed out 
by us. Despite concrete ev idence of vehic le-wise movement of overloaded 
vehic les in the District being ava ilable the enforcement wing of the 
Department fa iled to detect these overloaded vehicles while they plied on road 
and impose penalty. 

We recommend that the Department develop a system to cross verify the 
same with the DMO offices and take action against overloaded vehicles 
plying in contravention of the MY Act. 

4.14 Non-levy of penalty due to violation of terms and conditions o 
ermit 

As per Rule 70 of the UPMV Rules, 1998 the 
owner of the contract carriage vehicle other than 
motor cab is liable for submission of passenger's 
list and quarterly abstract of the vehicle log book 
as required under the terms and conditions of the 
permit issued by the competent authority. 
Section l 92A of MV Act defines the penalties 
for violation of conditions of permits. Vide 
Notification No.1452/30-4-10-172/89 dated 
August 25, 2010 the Government has defined 
that violation of terms and conditions of the 
permit is an offence which may be compounded 
by imposition of penalty of~ 4,000. 

shown in the table no. 4.12: 

34 ARTO, Gorakhpur and ARTO Kushinagar 
35 AR TO, Sitapur and ARTO Unnao 
36 Pennit regis ters and personal file of vehicles. 
31 List of passengers for every trip and quarterly log book. 
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Table No. 4.12 
~in lakh) 

2. All Uttar Pradesh B•Js Pr rrni t 
3. All India Mini Bus p;;;;,;t 35.52 
4. All Uttar Pradesh Mini Lus Permit 13-42 675 27.00 
5. All India Maxi Cab Permit 8- 12 355 14.20 

6. All Uttar Pradesh Permit Maxi Cab 8- 12 129 5.16 
Total 2,448 97.92 

After we pointed thi s out to the Department and the Government in June 2012, 
the Department stated (September 2013) that non-production of log book 
and/or passengers I ist does not attract penalty as this is not vio lation of permit 
conditions. We do not agree with the reply of the Department as Section l 92A 
of CMY Act clearly defines the penalties for violation of conditions of permits 
and submission of the above documents is required under the additional terms 
and conditions of the permits issued under Rule 70 ofUPMV Rules, 1998. 

4.15 Non/Shm·t realisation from seized vehicles 

Under the provisions of Section 22 of the UPMVT 
Act, vebjcles seized by the enforcement wing of 
the Department are liable to pay dues and 
compounding fee imposed thereon and get it 
realised. Where owners of vehicles did not turn up 
to pay dues, these vehicles may be auctioned after 
45 days from the date of seizure and revenue 
.realised should be adjusted towards the tax, 
additional tax, penalty and the expenses of such 
auction. The balance, if any, shall be refunded to 
the owner of the vehicle. 

We observed ((between 
August 2012 and 
December 2012) from 
the records38of six 
ARTO/ RTOs that 73 
vehicles were seized 
under the provisions of 
the UPMVT Act during 
the period from 
Febrnary 2006 to 
October 20 12 against 
which dues of ~ 44.23 
lakh remained to be 

realised. The owners of these vehic les did not pay the dues with in 45 days 
from the date of seizure. The concerned offices39 also did not initiate action 
required under the Act to realise the dues through auction of these vehicles 
despite lapse of 22 to 80 months from the date of seizure. The details of the 73 
vehicles are mentioned in the table no. 4.13: 

Table No. 4.1 3 

SI. 'i a me of t In• offices 'iumhl'r of Pl' tiod of wi1un· Rl'CO\erahk amount 
'io. \l'lticks of ra,/ \ddilion:tl 

la' 
I. ARTO, Biinour 16 11/2009 to 05/201 2 2 .66 
2. ARTO, Chandauli 24 0212006 to 07120 I I 3.61 

3. ARTO, Hamirour OS 0612007 to I 0120 I 0 25.26 
4 . RTO, Kanpur Nagar II 01 /20 11 to 071201 2 1.06 
5. ARTO, Kushinagar 04 07/2006 to 101201 2 6.34 
6. AR TO, Sonbhadra 13 1112008 to 11 12011 5.30 

Total 73 44.23 

Thus inaction on part of the RTOs/ARTOs led to non- recovery of dues of 
~ 44.23 lakh from seized vehjcles. 

38 Seizure registe r and concerned fi les. 
39 RT O: Kanpur Naga r ARTO: Bijnaur. Chandaul i. Hamirpur, Kushinagar and Sonbhadra. 
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After we po inted this out to the Department and the Government in February 
201 3, the Department accepted (September 2013) our observation and stated 
that action is being taken and~ 2.02 lakh has been recovered so far. 

4.16 Absence of monitoring and follow up mechanism for 
realisation of arrears 

Under the provisions of Section 20 of the 
UPMVT Act, arrears of any tax or additional 
tax or penalty shall be recoverable as arrears of 
land revenue. Further, the taxation officer shall 
raise a demand in the form as may be 
prescribed from the owner or operator, as the 
case may be, for the arrears of tax and 
additional tax and penalty of each year, which 
shall also include the arrears of tax, additional 
tax or penalty, if any of preceding years. 

Section 22 authorises the taxation officer to 
seize and detain the vehicle and to get the dues 
recovered by auction of the vehicle if the dues 
are not paid within 45 days from the date of 
seizure or detention of the vehicle. 

We scrutinjsed 
(between November 
20 11 and March 201 3) 
the records40 of three 
RTOs41 and four 
ART0s42 and 
observed that there 
were arrears of 
tax/additional tax 
amounting to ~ 2.13 
crore in 25 1 cases fo r 
which Recovery 
Ce1t ificates (RCs) 
were issued during the 
period January 20 10 to 
September 20 12. We 
noticed that these RCs 
were issued seven 

months to 92 months after the date when revenues become due and recovery 
of these outstanding dues could not be made. No evidence of regular fo llow up 
with the revenue authorities for the recovery of these outstanding RCs was 
seen on files. The taxation officers of the d istr icts did not initiate any action 
under Section 22 regarding seizure of vehicles etc against the motor vehicle 
owners who had defaulted on their dues. We noticed that no provision fo r a 
time frame regarding issue of RCs was made in the rules and the Department 
also had no system to monitor the issue of the RCs within a specified time 
frame. Absence of internal control and monitoring mechanism led to non
realisation of revenue amounting to ~ 2.13 crore as shown in the table no. 
4.14: 

Table No. 4. 14 

l. RTO Allahabad 147 8 to 92 months 56.21 
2. " RTO Azam arh 24 7 to 18 months 15.77 
3. AR TO Bahraich 5 2 1 to 69 months l.82 
4. AR TO Mathura 13 Not mentioned 59.99 
5. RTO Sahara ur 4 17 to 45 months l.45 
6. ARTO Sant Kabir Nagar 30 8 to 58 months 10.49 
7. ARTO Sant Ravidas Na ar 28 19 to 79 months 67.55 

Total 251 213.28 

I 

• 

, 
We pointed this out to the Department/ Government (between August 20 12 and A 
March 201 3). The Department accepted (September 201 3) our observation and 
stated that ~ 52 .04 lakh has been recovered and action has been initiated fo r 
recovery in the remaining cases. 

40 Tax register, arrear register, recovery certificate issue regi ster and vehicles fi les. 
4 1 RTO:Allahabad, Azamgarh and Saharanpur. 
42 ARTO:Baharaich, Mathura, Sant Kabir Nagar and Sant Ravidas Nagar. 
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4.17 Non-realisation of tax/additional tax in respect of , -chicles 
surrendered beyond three months 

Rule 22 of the Uttar Pradesh Motor Vehicles 
Taxation Ru les (UPMVT Rules), 1998 
(modified in October 2009), provides that when 
the owner of a transport vehicle withdraws his 
motor vehicle from use for one month or more, 
the certificate of registration, tax certificate, 
additional tax certificate, fitness certificate and 
permit, if any must be surrendered to the 
Taxation Officer. The Taxation Officer shall not 
accept the intimation of non-use of any vehicle 
for more than three calendar months, within a 
calendar year, however, the period beyond three 
calendar months may be accepted by the 
Regional Transport Officer of the region 
concerned, if the owner makes an application 
with requisite fee to the Taxation Officer. If any 
such vehicle remains surrendered for more than 
three calendar months during a year without 
extension of acceptance of surrender by 
Regional Transport Officer it shall be deemed to 
be revoked and the owner shall be liable to pay 
tax and additional tax, as the case may be. 
Further, subject to the provision of sub- rule ( 4), 
the owner of a surrendered vehicle in respect of 
which intimation of non-use has already been 
accepted, shall be liable to pay tax and 
additional tax for the period beyond three 
calendar months during any calendar year, 
whether the possess ion of the surrendered 
documents have been taken from the taxation 
officer or not. 

We scrutinised 
(between Apri l 2012 
and November 201 2) 

4' the records _, of one 
R T044 and ten 
ARTOs45 and noticed 
that I 79 vehicles were 
surrendered for periods 
beyond three calendar 
m onths d uring the 
period from May 2011 
to October 2012. 
However, despite the 
fact that extens ion of 
acceptance of 
surrender beyond three 
months was not 
granted by concerned 
RTO, the Taxation 
Officers46 did not 
1111t1ate any action to 
realise the tax/ 
additional tax due 
thereon. This resulted 
in non-rea lisation of 
reve nue amounting to 
~ 87.55 lakh. 

After, we pointed this 
out to the Department 
and the Government 
(between June 2012 to 
December 201 2), the 
Department accepted 

(November 201 3) our observation and recovered ~ 3.89 lakh. Recovery 
cert ificates have been issued for the remaining cases. 

43 Surrender register, vehic les files, passenger tax register and goods tax register. 
44 RTO: Bariell y. 
45 ARTO:Aura iya, Bijnaur, Farukkhabad, Kannauj , Kushinagar, Mahoba, Mathum, Mau, Muzaffamaga r and 

Sonebhadra. 
46 Taxation Officer: RTO or ARTO is defi ned as Taxation Officer "~thtn the loca l limits of the ir respect ive region 

sub region under UPMVT Rules, 1998. 
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CHAPTER-V 
STAMPS AND REGISTRATION FEES 

5.1 Tax administration 
Receipts from S .amps and Registration Fees in the State are regulated under 
the Indian Stamp Act (IS Act) 1899, Indian Registration Act (IR Act) 1908, 
the UP Stamp (Valuation of Property) (SVOP) Rules, 1997 and circulars and 
orders of the Government of Uttar Pradesh, issued from time to time. Stamp 
duty is leviable on the execution of instruments at the prescribed rates . 

. Evasion of stamp duty is commonly effected through undervaluation of 
•properties, non-presentation of documents in the office of the registering 
authority and non/short payment of stamp duty by the executants on the 
documents submitted before the registering authorities. 

The determination of policy, monitoring and control at the Government leve l 
. is done by the Principal Secretary, Kar evam Nibandhan. The Inspector 
General, Registration (IGR) is the head of the Stamps and Registration 
Department and exercises overall superintendence and control over the 
working of the Department. He is assisted by an Additional Inspector General 
(Addl. IG), 24 Deputy Inspectors General (DIGs) at the divisional level, 96 
Assistant Inspectors General (AIGs) at the district level and 354 Sub
Registrars (SRs) at the district and tehsil level. 

5.2 Trend of receipts 

5.2.1 Variations between budget estimates and actuals 

Para 25 of Uttar Pradesh Budget Manual stipulated that in preparation of the 
Budget, the aim is to achieve as close on approximation to the actual as 
possib le. It i.s, therefore, essential that not merely shou ld all items of revenue 
that can be foreseen be provided but also only so much and no more, should be 
provided as is expected to be realised, including past arrears. 

The budget estimates and actual receipts under the head (0030) Stamps and 
~egistration Fees- Receipts from Non-Judicial Stamp are given in table no. 
5.1: 

Table No. 5.1 
~in crore) 

' l':ll' 

I 

Hud:,:cl I \ l·lual I \ arialion I Pl·rccn1aet1 I I olal la \ 

I 
l'c rec Ill age ol 

l'' limall' ' 

I 
n •cciph 

I 
( - /-) 

I 
of \a ri alio n receipt\ of acl ual rccciph 

I I lhc Slall' \i\-il-\ i' lolal la\ 
I rccci >1 \ 

' 
() () 

' 
2009-10 4 ,800 4,562.23 (-) 237.77 (-) 4.95 33 877.60 13.47 
2010-11 5 000 5 974.66 (+) 974.66 (+ ) 19.49 4 1 355.00 14.45 
2011-1 2 6,612 7,694.40 (+) J ,082.40 (+) 16.37 52,61 3.43 14.62 
201 2-1 3 9 308 8 742. 17 (-) 565.83 (-) 6 .08 58 098.36 15.05 

Source: Infonuation provided by the Department and Finance Accounts ofrespective years. 

It may be seen that variation between Budget Estimates and actuals ranged 
between (-) 10.04 per cent and 19 .49 per cent. 

The Department stated that no system existed in the Department to monitor 
such shortfall or increase. 

We recommend that the budget estimates be framed as per provisions of 
the budget manual and the Department should examine reasons for 
variations. 
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5.2.2 Analysis of arrears of revenue 

The arrears of revenue as on 31March2013 amounted to~ 586.67 crore. The 
details of arrears outstanding for more than five years were not available with 
the Department. The table no. 5.2 depicts the position of arrears of revenue 
during the period 2008-09 to 2012-13: 

Table No. 5.2 
~ in crore) 

Year Opening Arrears Amount Closing balance of 
I 

balance of increased collected during 
I 

arrears 

' 
arrears during the ~ear the year 

2008-09 213.24 448.88 109.07 553.05 
2009-10 553.05 171.65 129.87 594.83 
2010-11 594.83 (-)3.03 132.16 459.64 
2011-12 459.64 (-) 2.33 125.87 33 1.44 
2012-13 331.44 41 7.80 162.57 586.67 

Source: Figures provided by the Department. 

We noticed that out of the arrears of~ 586.67 crore. ~ 382.75 crore were 
stayed and ~ 63.21 crore were reduced by the Hon'ble Courts and remaining 
amount of~ 140.71 crore were required to be recovered by the Department. 
However, the Department could not furnish the data regarding the total 
number of cases involved in respect of these arrears. 

We recommend that the Department may consider taking appropriate 
steps for early recovery of the arrears in cases which are clear for 
recovery and not covered under stay orders. 

5.2.3 Cost of collection 

The gross collection from Stamps and Registration Fees, expenditure incurred 
on collection and percentage of such expenditu re to the gross collection during 
the years 2010-11, 2011-12 and 20 12-13 along with the all India average 
percentage of expenditure on collection to gross collection for the relevant 
previous year are mentioned in the table no. 5.3: 

Table No. 5.3 
~in crore) 

Head of re\ enuc 'car 

I 
Gross E\pcnditure Percentage of .\II India a\Crage 

I collection on collection cost of collect ion percentage 
I 

to gross of cost of collection 
' collection for the re \ ious \car 

Stamps and registration 20 10-11 5,974.66 145.46 2.43 2.47 
fees 20 11-12 7 694.40 149.10 1.94 1.60 

20 12-13 8,742. 17 232.33 2.66 1.89 

Source: Information provided by the Department and Finance Accounts ofrespecti ve years 

It can be seen from the foregoing table that the cost of collection of Stamps 
and Registration Fees was below the all India average during 2010-11 whereas 
it was higher during the years 2011 -12 and 2012-1 3. 

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

5.3 Internal Audit \Yino/Jnternal control 

Internal Audit Wing (IA W) of an organisation is a vital arm of the internal 
control mechanism and is generally defined as the control of all controls. It 
enables the organisation to assure itself that the prescribed systems are 
functioning reasonably well. 
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We observed that Internal Audit was discontinued from March 2009 and a 
new set up named as Technical Audit Cell was estab lished in the Department 
vide Government notification of July 2008, which conducts internal audit. In 
addition to this Assistant Inspectors General posted at district level inspect the 
records of the s Jbordinate offices. The sanctioned strength of the wing, 
details of audit planning such as number of units planned for audit, number of 
units audited, number and amount of objection raised and settled during the 
year was not i11timated by the Department. 

5.4 Im act of audit 

5.4.1 Status of compliance to Audit Reports (2007-08 to 2011-12) 

We had reported cases of non/short assessment/realisation of stamp duty and 
registration fees and other irregularities involving ~ 517 .61 crore in the Audit 
Reports for the years 2007-08 to 2011 -12. Of these, the Department has 
accepted observations of~ 57.71 crore and recovered~ 2.31 crore. The details 
of cases accepted and recovered are mentioned in the table no. 5.4: 

Table No. 5.4 
~in crore) 

Year of .\udit Total mone~ .\ccepted Reemer~ Percenta~e of 
Report \alue mone~ \:tlue made recmer~ to 

amount 
accepted 

2007-08 87.09 50.53 - -
2008-09 4.05 - - -
2009-10 0.69 0.44 0.02 4.55 
2010-l l 10.36 6.70 2.25 33.58 
2011-1 2 415.42 0.04 0.04 100.00 

Total 517.61 57.71 2.31 4.00 

The percentage of recovery as compared to the accepted cases has been Nil or 
extremely low over the last five years except in 20 11-1 2. 

We recommend that the Government should take appropriate steps to 
·improve the recovery position, at least in the accepted cases. 

·5.4.2 Status of compliance of outstanding inspection reports (2007-
08 to 2011-12) 

We had reported cases of non/short assessment of stamp duty and registration 
fees due to misclassification of documents and undervaluation of properties 
and other irregularities involving ~ 5.91 crore through Inspection Reports 
(IRs) during the period 2007-08 to 2011-12. Of these, as on December 201 2, 
the Department has accepted observations of ~ 53 .72 lakh and recovered 
~ 46. 12 lakh. The details are shown in the table no. 5.5: 

Table No. 5.5 
~ in lakh) 

\ l'ar of J n,prction r oral mom·~ ' al m' \ ccrptrd Rl'CO\ l' r~ made 
Rl'port 1111111 1.' ~ \ al Ut' 

2007-08 93.30 Nil N il 
2008-09 10.74 7.73 0.13 
2009-10 14.96 3.56 3.56 
2010-11 l l.73 37.79 37.79 
2011-1 2 460.01 4.64 n4.64 

Total 590.74 53.72 46.12 
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It may be seen that the Government/Department had affected full recovery 
against the accepted cases of the IRs for the years 2009-10 to 20 11-1 2 whereas 
it could recover onJy ~ 13 ,000 against the accepted amount of~ 7.73 lakh for 
the IR for the year 2008-09. 

5.4.3 Status of compliance to Inspection Report (2012-13) 

Our test check of the records of 352 offices of Stamps and Registration 
Department, conducted during 20 12-13 revealed cases of short levy of stamp 
duty and registration fees due to misclassification of documents/ 
undervaluation of properties and other irregularities amounting to ~ 21 1.37 
crore in 1,302 cases which fa ll under the following categories as mentioned in 
the table no. 5.6: 

SI. 
No. 

2. 

3. 

4. 

Table No. 5.6 

I Call'goril'S 

Lev of Stam Dut on Develo er's A eement 
registration fees 

and registration fees 

due to 

due to 

Total 

' . 

I 

:\umhl·r 1 .\111011111 
Of l':ISl'S 

303 8.95 

275 6.05 

723 194.05 
1,302 211.37 

During the year 2012-13, the Department accepted~ 5.90 lakh, invo lved in 15 
cases 1 of short levy of Stamp Duty and Registration Fees due to 
misclassification of documents/undervaluation of properties and other 
irregularities, pointed out by us in the earlier years. 

Significant cases involving an amount of~ 6.1 4 crore pertaining to audit of 
offices of 176 Sub Registrars and office of JG Registration (inc luding those 
cases found in audit during 2011-12 but not featu red in earlier report) are 
mentioned in the succeeding paragraphs. 

5.S Non lc\'y of additional stamp dut~ in drn~lopml'nt arras 

Under the provisions of Section 128-A of UP 
Municipalities Act 1916 as amended from time 
to time, additional stamp duty at the rate of 2 per 
cent will be levied on the transfer of immovable 
property situated within the limit of such Nagar 
Palika/Nagar Panchayat as notified by the 
Government. The Government vide notifications 
of September 2008, December 2010 and April 
2011 declared Nagar Panchayat Rasulabad 
(Unnao), Nagar Panchayat Sahjanawa 
(Gorakhpur) , Parichhit Garh (Meerut) 
respectively, as town areas . 

We scrutinised the 
records 2 of three Sub
Registrars (between 
August 2011 to March 
2013) and observed 
that between December 
2008 and January 2013 
additional stamp duty 
at the rate of two per 
cent was not levied on 
deeds of transfer of the 
immovable property 
valued at ~ 5.94 crore 
situated in the Nagar 
Panchayat areas viz . 

Nagar Panchayat Rasulabad (Unnao), Nagar Panchayat Sahjanawa 

1 Pertain to one case each of the year 1997-98, 2004-05 , 2007-08 and 2008-09, two cases of 2009-10, 20 10-11 and 
seven cases of 2011-12. 

2 Book I, Khand and registered documents. 
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(Gorakhpur), Parichhit Garh (Meerut). This resulted in non-levy of additional 
stamp duty of ~ 11 .87 lakh. 

We reported the matter to the Department and the Government between 
October 2012 and May 20 13 . The Department stated (September 2013) that it 
had started levying the additional stamp duty at the rate of 2 per cent after 
rece1v111g info rmation about the notification from respective Nagar 
Panchayats. We do not agree as the additional stamp duty was leviab le from 
the date of the notificat ion. Further rep ly has not been received (December 
20 13). 

5.() Shm·t levy of shun) duty 

Under Article 23 of Schedule 1-B of the 
Indian Stamp Act, 1899 (as amended in its 
application to Uttar Pradesh), stamp duty on a 
deed of conveyance is chargeable e ither on the 
market value of the property o r on the value of 
the consideration set forth therein, whichever 
is higher. As per the Uttar Pradesh Stamp 
(valuation of property) Rules, 1997, market 
rates of various categories of land situated in a 
district are to be fi xed biennially by the 
Collector concerned for the guidance of the 
Registering Authori ties. Further, Inspector 
General of Registration (IGR) vide guidelines 
issued in June 2003 clarified that a property in 
the same plot (gala) should not be splitted up 
in more than one part fo r different purposes 
i.e. one for agriculture and the other for non
agriculture for the purpose of levy of Stamp 
duty. In the same guidelines it was also 
ment ioned that if properties were surrounded 
by residential properties, the same properties 
should be valued as residential properties. 

5.6.1 On scrutiny of 
the records3 of 39 Sub
Registrars 4 between 
May 2011 and February 
201 3, we noticed that 64 
deeds of conveyance 
relating to non
agricultural land were 
registered between 
March 20 I 0 and 
November 20 12 fo r 
~ 9 .95 crore at 
agricultural rates and 
stamp duty and 
registration fees of 
~ 65.20 lakh was levied. 

We fo und that due to 
the fo llowing reasons 
the valuation should 
have been made at 
residentia l rates: 

• part of the same 
plot was so ld earli er at 
residentia l rates (54 
deeds) 

• part of the same plot was so ld at residential rate on the same day (3 deeds) 

• plots were surrounded by residentia l plots owners (7 deeds) 

The p lo ts were found valued at agricultural rates whereas as detailed above, 
the ir correct valuation at resident ial rate worked out to ~ 50.82 crore. On this 
stamp duty and registration fees of~ 3 .08 crore was lcviablc, whereas stamp 
duty and registration fees of ~ 65.20 lakh only was lev ied. This incorrect 
valuation of prope1ty resulted in short levy of stamp duty of ~ 2.43 crore. 

3 Book I • khand and registered documents. 

SR Atrauli Aligarh, SR Khair Aligarh, SR Ill A ligarh, SR Karchana Allahabad, SR Soraon All ahabad, S R 
Azamgarh. SR Balrampur, SR T ulsipur Balrampur, SR Ut raula Balrampur, SR Sadar Barabanki, SR Awala 
Bare ill y. SR Etawdh. SR Sohawal Faizabad, SR Dadri GB Nagar, SR Greater Noida GB Nagar, SR Jewar GB 
Nagar, SR Karne lganj Gonda, SR Sawayajpur Hardoi , SR Maudha Hamirpur. SR Sadar 1-la mirpur, SR 
Chhibramau Ka nnauj . SR Ti rwa Kannauj . SR I Kanpur Nagar. SR UJ Kanpur Nagar. SR Chaya l Kaushambi , SR 
Si rathu Kaushambi. SR l Lucknow, SR IV L ucknow. SR Mant h Mathura, SR I Meerut, SR Il l Meerut , SR Kanth 
Moradabad. SR Il l oida , SR Sadar Pi libhit, SR Sadar Ra111pur, SR Sadar S itapur, SR Sidhauli Sitapur, SR I 
Varanasi and SR Gangapur Va ra nasi. 
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2. SR Haathras 
Mahamava Na gar 

3. SR-I Mathura 
4. SR -Sadar Mau 
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We reported the matter to the Depa1trnent and the Government between May 
2011 and April 20 13. In rep ly the department accepted (September 2013) our 
observation and referred the cases to Co llector Stamps for correct valuation of 
property. The Collector Stamps confirmed the short levy of the stamp duty of 
~ 5.63 lakh in five cases5

. Action is pending in remainjng cases (December 
2013). 

As per the Rule 4 of Uttar Pradesh Stamp 
(Valuation of Property) Rules, 1997, the 
Collector of a district after folJowing 
prescribed procedure, fixes the m1rumum 
market value (circle rates) of the 
land/properties category-wise (Agriculture, 
residential, commercial, etc.) and locality-wise 
for the purpose of levying Stamp duty. 

5.6.2 On scrutiny of the 
records 6 of four Sub
Registrars 7 between 
March 2012 and March 
2013, we noticed that 
e ight deeds of conveyance 
relating to non
agricu ltural land were 
registered between 
February 2011 and 

January 201 3 for~ 1.3 1 crore at agricultural/ residentia l rates and stamp duty 
and registration fees of~ 8.13 lakh was levied against the Stamp Duty and 
Registration fee of~ 40.50 lakh leviab le on market va lue of these properties at 
~ 6.52 crore as per approved circle rates as: 

• six plots were declared as residentia l in the c ircle rates in force at the time 
of registration and therefore were to be valued at residential rates (six 
deeds at SI. No. 1, 2 and 3) 

• two plots were situated at roads and were to valued at the specific given 
rate (commercial rate) as per general instructions of circle rate, in force at 
the time ofregistration (two deeds at SI. No.4) 

Trus incorrect valuation of property resulted in short levy of stamp duty 
of ~ 32.37 lakh as shown in the table no. 5.7: 

Table No. 5.7 

( ~ in lakh) 

I 
Deed , o, t.: ha'ra 

I 

.\ rea 

: 

\larket 
I , ........ , I 

Stamp 

I 

Short 
Date of , o., d:lle of (sq. mt.)/ \ a loe and Rei:n. fee dut~ a nd k \) 

I 

n':!ist r;ition application of \ "aluation applica le' i ahlc at rei:n. fee 
drcle r.He (as per deed) hie rcsidenti~IJ le \iCd 

(as per comme rcia l 
list) rat e 

745/ 16.03.20 12 I 02/3 1.07 .20 I 0 1680/6.96 75.60 5.59 0.58 5.0 1 
47 16/ 17.12.201 1 13/31.07.2010 154011 .85 46.20 2.3 1 0. 10 2.2 1 
47 17/17 .12.201 1 13/3 1.07.20 I 0 I 050/ 1.26 3 1.50 1.58 0.06 1.52 
3067/ 12 .08.201 1 70/3 1.07.20 I 0 16 12.5/2.98 65.50 3.33 0.2 1 3. 12 
2370/30 .04. 201 2 236/24. I 0.201 1 6160/64.68 147.84 7.49 3.23 4.26 

2340/13.2.20 L2 125/0 1.09.20 11 3790/37.93 170.55 12.04 2.76 9.28 
564/04.02.201 2 32 1/0 1.06.20 11 700/ 10.50 70.00 5.00 0.83 4. 17 
2948/05.07 12 354/0 1.06.20 11 753.3/4.52 45.20 3. 16 0.36 2.80 

17285.8/ 652.39 40.50 8.13 32.37 
T otal 130.68 

We reported the matter to the Department and the Government between April 
2012 and May 2013 . The depa1tment intimated (September 2013) that in case 

5 SR Atrauli, Aligarh, SR IV Lucknow, SR Karnelganj , Gonda, SR Bal rampur, SR Sadar, Azamgarh. 
6 Book I , klw 11d and registe red documents. 
7 SR Sahaswan, Badaun, SR 1-laathras, Maharnaya Nagar. SR I Mathura and SR Sadar, Mau. 
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of SR Mau, recovery of ~ 49,000 has been made and all remaining cases have 
been referred to Collector Stamps fo r correct valuation of property. Further 
reply has not been received (December 2013). 

5.7 Undervaluation of property h~ conc1..•aling the facts 

Under Section 27 of the Indian Stamp (IS) Act, 
all facts and circumstances affecting the 
chargeability of any instrument with duty or the 
amount of duty with which it is chargeable shall 
be fully and truly set forth in instrument. Under 
Section 47 A (3) of the Act, the instrument not 
found duly stamped can be referred to Collector 
stamp for examination of the Valuation of the 
same. 

In our scrutiny of the 
records8 of office of one 
SR in February 2013, 
we noticed that a sa le 
deed was executed on 
23 December 2012 for a 
purchase/sale of land 9 

measuring 4090 sq m, on 
the basis of chauhaddi 
(su1TOundings) declared 

as agricultural by the executant. In a subsequent lease deed on 27 December 
2012 of propert/ 0 which included the prope1ty (Gata No. 345) whose sale 
deed was earlier executed on 23 December 201 2, it was mentioned that the 
property under consideration included six rooms at ground and fi rst floor. 
Based on these facts, the propetty which was registered on 23 December 2012 
was to be class ified as residential and not agricultural. 

Due to the concealment of facts, the stamp duty on the sale deed was charged 
at agricultural rates 11

, instead of the prescribed residential rates 12 of~ 1.55 
crore. Accordingly stamp duty of ~ 7.77 lakh was chargeable whereas stamp 
duty of ~ 45,000 only was paid. This, undervaluation of land due to 
concealment of facts and non reference to the Collecto r Stamp has resulted in 
short levy of stamp duty of~ 7.32 lakh. 

We reported the matter to the Department and the Government in June 2012 
and May 2013. The Department referred (September 20 13) the case to 
Collector Stamp . Further, reply has not been received (December 2013). 

8 Book I. Khand , Sale Deed dated 23. 12.2012 and lease deed dated 27.12.20 12. 
9 Gata No. 345. 
10 Gata No. 345, 346 and 347. 
11 < 2200/- per are ( 100 square meter = I arc). 
12 < 3800/- per sqm. 
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5 .8 Shcu·t ll'vv of slam >duty <htt' to irrc •ular chan •c of land use 

Section 143 of the Uttar Pradesh Zamindari Abolition 
and Land Refroms Act, 1950 (UPZA&LR Act) 
provides that where a bhumidhar* used his holding or 
part thereof for a purpose not connected with 
agriculture, horticulture or animal husbandry, the 
Assistant Collector in charge of the sub-division may, 
suomoto or on an application, after making such 
enquiry, make a declaration to that effect. 

Section 144 of the UPZA&LR Act provides that if 
owner of any land did not wish to use the said land for 
non agricultural purposes, on application or on 
suomoto the SDM concerned can change the nature of 
land from non agricultural to agriculture. 

Section 4 7 A (3) of IS Act, provides that the Collector 
may, suomoto, or on a reference from any court or 
from the Stamps and Registration Department or any 
officer authorised by the Government in that behalf, 
within four years from the date of execution of any 
instrument, call for and examine it to satisfy himself 
to the correctness of the market value of the property, 
and if after such examination he has reason to belief 
that the market value of such property has not been set 
forth truly in such instrument, he may determine the 
market value of the such property and duty payable 
thereon. 

* Person having free hold with full transferable right. 

On scru ti ny of the 
records 13 of one 

Sub-Registrar, 
Sadar Pi libhit in 
September 20 12, 
we noticed that two 
deeds of 
conveyance re lat ing 
to non-agricultural 
land were 
registered in April 
2012 for ~ 32.80 
lakh at agricultural 
rates and stamp 
duty of~ 2.30 lakJ1 
was lev ied. We 
noticed that the 
same plot was 
earlier declared 14 

(September 20 I 1) 
non-agricultural by 
the SDM 15 and 
subsequently after 
six months 
redeclared 16 (March 
2012) from non
agricu ltura l land to 
agricultural land, 
both times on the 
request 17 of the 
land owner. We 
noticed that wh ile 

declaring the said land as non agricu lture ( 15 September 2011 ) the report of 
the Tehsildar clearly mentioned that the land was parti (barren) and being 
used for abadi (residential) purposes and while declaring the land as 
agriculture (3 1 March 2012), the report of TehsiLdar stated that the parti 
(barren) and residential land was now being used for agricultural purposes, 
within six months. Thus, the nature of the same land was changed twice within 
a span of just six months. 

This reversal of land use 18 witru n s ix months from parti (baffen) used for 
abadi and then shown used for agricultural purposes in the tehsildar 's 
successive reports19 was not examined by the registration authorities who did 
not exercise the power vested under Section 47 (3) of IS Act and refer the case 

l l Book I , klrand , registered deeds. orders u/s 144 and 143 of UP ZALR Act. 
14 On 15 September 20 I 1 vidc order no. I 33(10- 1 I , u/s 143 of UPZALR Act. 
15 The same officer was posted as SDM on dates 15 September 201 I and 3 1 March 20 13. 
11

' On 3 1 March 201 2 vide order no.03/l 1-1 2 u/s 144 of UPZALR Act. 
17 Owner fi rs t requested in September 2011 change of land use as residentia l since plot was being used as residential 

and in Marc h 20 12 again requested change of land use of plot as agricultural. 
18 By the sa me SOM . 
19 Tehsildar's reports dated 15 September 20 11 and 3 1 March 201 2 respectively. 
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to Collector Stamp. The consequential short levy of stamp duty worked out to 
~ 11 .36 lakh as shown in the table no. 5.8: 

Tab le No. 5.8 
(Zin lakh) 

- ------- - ------
lk~1I :'lo. \ 'aluation '.\larkct Stamp St:llllfl Short 

ll1111• of (as p••r \:1luc dut) dUI) lc\kd 
n·i,:bi t nlt ion. d1·1•d) lcliahk :md and i 

(II' pl'I' l'l' J!ll . rq:n . 
lisl) fee fc1• I 

lc\iahl1• lclicd 
I 

560/61 10 3273/23.04.20 12 
15.9.201 1/ 

20.5420 122.2021 8.56 1.44 7.12 
SR 3 l.J.201 1 
Pilibhir 15.9.201 1/ 

558/3645 3274/23.04.2012 
31.3.201 1 

1226 72.90 5. 10 0.86 4.24 

Total 32.80 195.10 13.66 2.30 11.36 

We reported the matter to the Department and the Government in October 
20 12. The Department (September 201 3) has not agreed with our observation 
and stated that in a recent inspection no short levy was fo und. We do not agree 
with the rep ly as the department has not referred the case to Co llector Stamp 
under Section 47(3) of IS Act, to examine the reasons which led to the SOM to 
change the land which was parti (barren) and used for abadi to be ing used for 
agriculture within six months. As the SDM on both occasions was the same 
officer, the reasons fo r the change in land use back to agricultu re fro m parti 
and abadi could best be examined by Collector Stamp 22 (the District 
Magistrate), who is also controlling officer of the SOM . 

5.9 Irregularities in Yaluation . done under Section-31 of IS 
Act 

Under the Indian Stamp (CS) Act, 1899 (as amended 
in its application to Uttar Pradesh), stamp duty on a 
deed of conveyance is chargeable either on the 
market value of the property or on the value of 
consideration set forth therein, whichever is higher. 
Government vide order clarified adjudicating the 
case in the capacity of Collector under Section 31 of 
the IS Act, reports of concerned SRs must 
invariably be sought and decision must be taken in 
the light of such report. 

Under the provisions of Section 56 of IS Act, any 
person including the Government, aggrieved by an 
order of the Collector, may within sixty days from 
the date of receipt of such order, prefer an appeal 
against such order to the Chief Controlling Revenue 
Authority, who shall, after giving the parties a 
reasonable opportunity of being heard consider the 
case and pass such order thereon as he thinks just 
and proper and the order so passed shall be final. 

During the 
scrutiny of 
records 23 of 
offi ce of SR-I ll 
and IV Agra 
conducted in 
March 201 3 we 
noticed that three 
deeds of 

conveyance 
hav ing 4435 l .46 
square meter of 
land were 

registered 
between 12 
March 201 2 and 
27 April 201 2. 
The property was 
so ld at the 

consideration 
va lue of ~ 3.8 1 
crore. Before 
registration, the 

document was brought fo r adjudication under Section 3 I and value of the 

20 ~ 28,00,000/- per hectare + 20 per 1:e111 multiplied by sale a rea. 
21 ~ 2,000/- pe r i;q.metre mult iplied by sa le area. 
21 Defined as Collec tor (District Magist rate) under Section 2(9) of IS Act. 
23 Book I. K/iall(/, Sale Deed. and order; u/s 3 1 of IS Acr. 
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property was assessed at~ 3.81 crore by Additional District Magistrate (F&R) 
who was also designated as Collector (Stamp) keeping in view the inspection 
note of Tehsildar Sadar Agra. 

We noticed the fo llowing: 

• Reports from SR-III and IV Agra were not sought for in accordance with 
the order of Government of December 1999 despite the fact that the 
properties fe ll under the purview of SR-III and TV Agra. 

• The actual value of land was ~ 8 .66 crore as per circ le rate was decided 
at~ 3.8lcrore assessed by the Additional District Magistrate (ADM). 

• In all three cases the same officer designated as ADM (F&R) had reduced 
the value of property on strength of the inspection note of Tehsildar Agra. 
We noticed however that the violation of the Government order of 
December 1999 was not challenged by the Department and the authorities 
concerned did not prefer an appeal before the CCRA/ Hon' ble High 
Court24

. By not preferring the appeal before the CCRA/ Hon'ble High 
Court, no action was taken on short levy of stamp duty of~ 33 .92 lakh as 
shown in the table No. 5.9: 

Table No. 5.9 
~in lakh) 

Khan di I l~l·gist ra Sak an·a l .l'\icd I I C\iCd Le,icd Lc,iahlc J.e, i ahlc Due Difference 
Deed no lion dall' (sq 1111) nlll' l' I \larkl'I Stamp rate \larkl't Sta1111> 

I ' 1 alul"' (~per \alue?h jll'I" Sll i I I 
I I ' mt) sq 1111) 

I 
' I 
I 

441 012365 12-3- 32570 525 170.99 I 1.97 1050 341.99 23.94 11.97 
201 2 

441 5/2433 14-3- 6474.25 1600 103.69 7.25 4000 258.97 18. 13 10.88 
201 2 

2305/2496 27-4- 5307.2 1 2000 106.15 7.51 5000 265.37 18.57 11 .07 
2012 

Total 44351.46 380.83 26.73 866.33 60.64 33.92 

The matter was reported to Department/Government in May 20 13. The 
Department stated (September 2013) that a writ petition will be fi led in the 
Hon'ble High Court. Further reply has not been received (December 20 13). 

24 
Cases of section 3 1 arc genera lly referred dirccrly to 1he Hon' ble High Courl. 

25 Sale areq multiplied by levied rate. 
26 Sale areq multipl ied by leviable rare. 
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Chapter-V: Stamps and Registratio11fees 

5.10 Short levv of stam dut due to undervaluation of land 

Section 143 of the UPZA&LR Act provides that 
where a bhun idhar with transferable rights used 
his holding or part thereof for a purpose not 
connected with agriculture, horticulture or 
animal huf.bandry, the Assistant Collector in 
charge of the sub-division may, suo moto or on 
an application after making such enquiry as may 
be prescribed, make a declaration to that effect. 
Further, the Chief Secretary vide his letter dated 
11 June 2010 addressed to all the 
Commissioners and District Magistrates 
emphasised that if the land is used fully or 
partially for residential purposes, the concerned 
SDM should suo moto declare the whole land as 
abadi under Section 143 of UPZA&LR Act. If 
the land was declared non-agriculture under 
Section 143 of the above Act, the same should 
be valued at residential rate for the purpose of 
levy of Stamp duty. 

On scrutiny of 
records 27 of two 
S Rs 28 between 
August 2012 and 
March 2013, we 
found that three 
deeds were registered 
between April 201 2 
and January 2013 for 
a consideration of 
~ 61.75 lakh at 
agricultural rates on 
which stamp duty of 
~ 4.65 lakh was paid. 
We noticed that the 
respective 
numbers 
declared 

A razi 
were 

as non 
agricultural by order 
under Section 143 of 
UPZA&LR Act, 
prior to the date of 

registration of three deeds. Hence the properties were required to be valued at 
~ 3.29 crore at residential rates and stamp duty of ~ 23.34 lakh was leviable at 
residential rate. The concerned SRs did not consider these aspects while 
registering the documents. This resulted in short levy of stamp duty of~ 18.69 
lakh as shown in the table no. 5.10: 

Table No. 5.10 
(~in lakh) 

SI. \amr of l>l'L'd \o. lrn:i .\'o./dall' of .\n·a .\I arkl'I Slamp Stamp Shorr 
\c•. unit Dair of dl•claralion u/ s (sq. mt.)/ \alur dut~ dul~ ll'\iL•d 

I. 

2. 

n.•J,!istnllion l·B \ 'alnalion a11plil-:1hll' :ind and 
(as IH'r (asprr ngn. frt.· rq,:n. 
dl'l'd) liso'" l.l0 \iahk fcl• 

lnird 

SR 11 563/24.01.201 3 335m'26. I l.2012 5760/21.34 230.40 16.23 1.60 14.63 
Firozabad 

3532/04.07.201 2 1350/ 10.05.201 2 4610/9.1 I 46. 10 3.32 0.74 2.58 

SR I 40221 12.04.201 2 134m and 5 180/31.30 52.76 3.79 2.3 1 1.48 
Meerut 137/20.03.2012 

Total 15550/61.75 329.26 23.34 4.65 18.69 

The matter was reported to Department and Government in May 201 3. The 
department stated (September 2013) that cases have been referred to Collector 
Stamps for correct valuation of property. Further reply has not been received 
(December 2013). 

27 Book I. Khand, Sale Deed, and Circle rate. 
28 SR-II. Firozabad and SR- I Meerul. 
29 Sale area multiplied by residential rate applicable. 
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5.11 Lease executed for more than JO years 

Uncier the provisions of Article 35 of schedule 
1 B of Indian Stamp Act, Stamp duty on lease 
where the lease purports to be for a term 
exceeding 30 years or in perpetuity or does not 
purports to be for any defi nite term, stamp duty 
is chargeable as for conveyance for a 
consideration equal to the market value of the 
property. 

We observed (between 
September 2012 and 
January 2013) from the 
records of three Sub
Registrars that five lease 
deeds for a period over 
30 years were registered 
between March 201 1 and 
December 2012, on 
which stamp duty of 
~ 6,720 was levied for a 

consideration equal to six times the amount or value of the average annual rent 
reserved. Since the lease deeds were for a period more than 30 years

6 
stamp 

duty of~ 22.66 lakh, based on consideration equal to market value3 of the 
property of~ 4.43 crore was leviable. Incorrect computation of lease period 
for less than 30 years resulted in short levy of stamp duty of~ 22 .66 Iakh and 
registration fees of~ 48,000 as shown in the table no. 5.11: 

Table No. 5.J 1 

SI. 'allll' ol h:hand/ lkt·d '"· '1onlh ol n.·t.!i'lntlion/ \aim· ol """"I' 11111\ and .... l:11np 

'"· uni I 111ul \n·a (in °''I· pl·r·iod ol ll'i:l\l' l""Jl"rl \ I l' :,.ti\l t .al IOll hT\ tltol \ \hot I 

1111.) (\l' ;ll ,, \pplil'ahk/ I ,.,;;,hi«/ "" it·1I 
\ppli1·fl I n i1·tl 

fin~) -- - -

1. Sub-
3459/2372 

July 20 12 0 1.07.20 12 
Registrar 

(743.49) 
to 0 1.07 .2042 (30 years I 37.18/0. 14 2,70,260/900 31 2.69 

Sahasvan, day) 
Budaun 

3398/ 1073 
AQril 20 12 
0 1.07.2012 to 01.07.2042 15.90/0.14 79,5001700 310.79 

(353. 16) (30 years I day) 

3398/1072 
AQril 2012 
0 1.07.2012 to 01.07.2042 13 .3910.14 66,9501700 310.66 

(297.4) (30 years I day) 

2. Sub-
October 20 11 

Registrar 2925/7490 
20 .10.20 I I to 19. I 0.2042 17.7010.72 98,500/2,260 310.97 

Puranpur, (2 13.2) 
(3 1 years) 

Pilibhit 

3. Sub-
August 201 2 

Registrar 2225/2981 
August 20 12 to August 359.08/0. 72 18,05,40012, 160 18.03 

Sidhaul i, (7950) 
2042 ((30 years I month) 

Sitaour 
Total 443.25/1.86 23,20,610/6,720 23.14 

The matter was reported to the Department and Government between October 
2012 and March 2013 . The Department stated (September 2013) that cases at 
SI. No. 2 and 3 of the above table have been referred to Col lector Stamp for 
correct valuation. Reply in one case (SI. No. I of table) and further progress in 
cases at SI. No . 2 and 3 has not been received (December 2013). 

5.12 Le'' of stam dut\ on de' clo cr's a~rccmcnt 

5.12.1 Introduction 
Article 5(b-1 ) of Schedule I-B of Indian Stamp Act 1899 (IS Act) provides 
that in a sale of an immovable property where possession is not admitted to 
have been delivered, nor is agreed to be delivered without executing the 
conveyance, the stamp duty as on conveyance will be payable at one half of 
the amount of consideration as set forth in the agreement. Further under 
Article 5(b-2)32 of Schedule I B of the Act ibid if a building is constructed ona 

30 As defined in the circle rate. 
31 In lhesc cases the rate of opeo areas at the rate of( 5000, ( 4500 and ( 4500 per square meter respectively has been 

used for calcula1ion on a conservati ve basis rat her than the higher rate of ( I 1500, ( I 0500 and ( 10500 per square 
meter for built up areas despite there being built up area ment ioned in deed. 

32 Article 5 (b-2) Added vide Indian Stamp (Uttar Pradesh Amendment) Act, 1997 w.e.f. I September 1998 
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land by a person other than the owners of the land having a st ipulation that 
after construction, such a building or part thereof shall be held or so ld jointly 
or severally by that other person and the owner of the land, stamp duty on such 
agreement sha ll be charged as a conveyance for a ~ons ideration equal to the 
amount or value of the land. 

With a view to examine if the levy of stamp duty on developers' agreement 
were as per the provisions of Article 5 of Indian Stamp Act or whether there 
were any deficiencies in charging of stamp duty on valuation of property in 
the different nature of such documents, we conducted an audit for the same. 

Our scrutiny of records in the 28 offices of the stamp and registration33
, 12 

Development Authorities34 and two Nagar Palikas35 revealed that there were 
cases of non-registration of documents of developers' agreements, non-levy 
and short levy of stamp duty as mentioned in succeed ing paragraphs. These 
cases are illustrative and are based on a test check carried out by us. 

5.12.2 Non-levy of Stamp duty due to non-registration of property 
transferred by land owners to developers 

Under Section 33 of Indian Stamp Act every person 
having by law or consent of parties authority to 
receive evidence, and, every person-in-charge of a 
public office*; before whom any instrument, 
chargeable, in hi s opinion, with duty, is produced or 
comes in the performance of his functions, shall, if it 
appears to him that such instrument is not dul y 
stamped, impound the same. Further, under the 
provisions of Section 17 of the Registration Act, 
1908, transfer of immovable property with or 
without any consideration is compulsory for 
registration. Under Section 73-A (I ) of the Indian 
Stamp Act where the Collector has reason to believe 
that any instrument chargeable to duty has not been 
charged at all or has been incorrectly charged with 
duty leviable under this Act, he or any other officer 
authorised by him in writing in this behalf may enter 
upon any premise where the Collector has reason to 
believe that any registers, books, records, papers, 
maps, documents or proceedings relating to or in 
connection with any such instrument are kept and 
inspect them and take such notes, copies and 
extracts as the Collector or such officer deems 
necessary. 
* A public otricc is defined in clause ( 17) of Section 2 of the code of civil 

procedure. 1908 and includes any statutory body or authority constituted under any 
Uttar Pradesh Act. 

We scruti nised the 
records of offices of 
seven36 SRs and cross 
checked with records 
of four 37 

Development 
Authorities and one38 

Nagar Palika and 
observed that eight 
agreements were 
executed between the 
builders and the 
owners of the land, 
between April 2009 
and March 20 13. We 
noticed that a lthough 
their maps were 
approved 1n the 
offices of 

Development 
Authority/ Nagar 

Palika, the 
developers' 

agreements were not 
registered m the 
offices of the 
respective SRs. The 
land owners/ 

developers or the Development Authorities approving the layout maps, also 
did not initiate any action to register the documents of such agreements. 

33 All ahabad (SR I. II). Agra (SR L Lil), Barcilly (SR I. LI, Ill), Bulandshahar (SR Khurza), Ghaziabad (SR l, JI), 
Gorakhpur (S R I. II), Kanpur Nagar (SR I, IV), Lucknow (SR I, Ill), Mecrut (SR I. Il l), Muzaffarnagar (SR I, 
11),Saharaapur (S R I, II, 111) , Sambhal (SR Chandausi), Sultanpur (SR Sadar) and Varanasi (SR l, Ill, IV). 

3
' Allahabad . Agra, Barcilly. Bulandshahr, Ghaziabad, Gorakhpur, Kanpur Nagar, Lucknow. Meerut, 

Muza ffarnagar, Saharanpur and Varanas i. 

is Sambhal and Sultanpur. 
16 SR I and SR II Barcilly, SR Chandausi , SR I Gorakhpur, SR I Saharanpur. SR Il l and S R IV Varanasi 
37 Barei lly. Gorakhpur. Saharanpur and Varanasi. 
38 Chandausi 
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Saharanpur/ 
Saharanpur 
Development 
Authority 

SR I Barcilly/ 
Bareilly 
Development 
Authority 

SR I Barcilly/ 
Bareilly 
Development 
Authority 
SR II Bareilly/ 
Barcilly 
Development 
Authority 

Audit Report (Revenue Secto1) for the year ended 31 March 2013 

We noticed that there was no system in p lace in the departments where in the 
registering authorities could cross verjfy the registration of developers' 
agreements whose layouts were approved by Development Authorities/Nagar 
Palikas. While registration of such documents was compulsory and the 
agreements should be executed o n stamp papers of correct value, non
registration of the agreements between the owners of the land and bu i Ide rs and 
developers in SR offices resulted in forgoing of ~ 1.41 crore in the shape of 
registration fee as detai led in table no . 5.12: 

J>aragna & Distt .
Saharanpur, Arca-
25000 Sq. m, 

Sherpur, Sanjay Nagar 
Bypass Road Bareilly, 
Khasrn No. 279, 280, 
28 I. 282, 291, 293, 
294, 295, Arca-22000 
Sq. m 
Haru nagla Barcilly 
Khasra No.-10/A. 12 
Arca-1891.72 Sq. m 

Saidpur hawkins 
Tchsil sadar bareilly 
Khasra No. 241, 242, 
311 , 312.315Arca-
6960.61 . m 

Dr. Dhirendrn 
Agrawal and Dr. 
Jitcndra Agrawal 

Sri Rajcsh Gupta. 
Dharmcndra Gupta, 
Sh ivam Associates 

Table No. 5.12 

Qwal ity Associate/ 
01.101011 

Mis Sanjay Med 
Diagnostic Pvt Ltd., 
I 
06.0210 13 

Sri Pullan, Sri Yasin Mis llimalayan 
Miyan and Shiv kumar Housing Pvt Ltd_/ 
Sharma 03.101011 

0 3000 660.00 46.20/0.I 0 46.20/0.10 46.30 

100 4000 75.67 5.2910. JO 5.2910.10 5.39 

0 4000 278.42 19.49/0. I 0 I 9.4910. I 0 19.59 

SR Chandausi/ Viii.- Devarkhcda Balnji Associates Mis Vinayak 
farmers I 
03.0510 12 

0 3500 76.55 5.3610.10 5.3610. 10 5.46 
Nagar Palika Tchsil Chandausi 
San-Ohal Sambhal KhasraNo. 

796 to 800, 806 Arca-
2187 Sq. m 

SR IV 
Varanasi! 
Varanasi 
Development 
Authority 

SR Ill 
Varanasi/ 
Varanasi 
Developrn!nt 
Authorit 
SR I 
Gorakhpur/ 
Gorakhpur 
Development 
Authorit 

Vill.-Jolha Ward 
Nagwqan Pargna
Dehat Amanat Tchsil 
Sadar Varansi Khasrn 
No. 36/1, 3612 Arca-
1510 S . m 

Smt Kamla Tripathi 
\V/o Sri Hare Ram, Sri 
Hare Ram Tripathi and 
Mritunjay Tripathi S/o 
Sri llnrc Ram Tripathi 

Plot No. Bhuvneshwar Dushyant Singh 
nagar Colony nagar 
palika Mo. Ardli bazar 
Sikraul Varanasi 
Arca-296.94 S . m 
Vil I.- Mirzapur Sri Madhav Prasad 
Pachparwa, jalan and Prem 
Gorakhpur, Araji o. Prakash Jalan 
252, Area-2 704.46 Sq. 
m. 

Total 

Vidya Devi \V/o 
Vindhyavasini 
Misra/ 
04.061009 

Digvijay Singh 
Chctganj Varanasi/ 
18.031013 

Mis Kamadgiri 
Developers, 
Gorakhpur/ 
25.101012 

0 4800 

0 14280 

800 6500 

1650 

72.48 5.07/0. 10 5.0710. 10 

42.40 2.97/0. JO 2.97/0. JO 

175.79 12.30/0.10 12.30/0.10 

2006.31 140.34/0.80 140.32 
/0.80 

5.17 

3.07 

12.40 

141.12 

• As er the circle rate fixed b the District Ma •istratc 

The cases were repo1ted to Department and the Government in May 2013. The 
Department stated (September 2013) that there is a lack of penal prov1s1011 
under Sectio n 17 of the Registration Act and no time limit is provided for 
execution of such deed. Further, the instructions were being issued to 
competent officers of the departments concerned in regular monthly meetings 
held at the Government leve l. The reply is however silent about the action to 
be taken under Section 73(A) of Indian Stamp Act by issuing directions to the 
Development Authorities/Nagar Palikas concerned for taking under Section 
33 of Ind ian Stamp Act. 
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SI. Deed !\oJ Oa le 

I 
;\lo. of C\l'CUtion 

I 7600 01.06.2012 

2 9199 29.06.2012 

3 I 5!J.l013 I. I 2.20 I 
I 

4 6114/07.06.20 12 

;\lame or 
seller 

Chapter-V: Stamps am/ Registratio11fees 

5.12.3 Short-levy of Stamp duty 

Under the provisions of Article 23 of Schedule 
1-B of Indian Stamp Act (as amended in its 
app lication to Uttar Pradesh), stamp duty on a 
deed of conveyance is chargeable either on the 
market value of the prop erty or on the value of 
the consideration set fo rth there in, whichever is 
higher. As per the Uttar Pradesh Stamp 
(valuation of property) Rules, 1997, market 
rates of various categories of land situated in a 
distr ict are to be fixed biennially by the 
Collector concerned for the guidance of the 
Registering authorities. 

We scrutinised the 
records39 of office of SR I 
Muzaffarnagar and cross 
checked w ith records40 of 
Development A uthority 
M uzaffarnagar and 
observed that an 
agreement w ithout 
possess ion was executed 
in Ju ly 20 10 between the 
bui lder and the owner of 
the la nd . T he stamp duty 
of ~ 4 lakh and 
reg istration fee ~ 10,000 

was levied on consideration amount.ii of~ 2 crore. The lay out plan of the sa id 
land was approved by the Muzaffarnagar Deve lopment Authority on 16 May 
20 J I for residentia l purposes. The a le deed of the said property was executed 
between December 20 11 and June 2012 in favo ur of developer at agricu lture 
rate after due adj ustment of stamp duty a ' ready paid in deed of agreement 
without possession. We no ticed that as the layo ut plan was approved/ 
eannarked as residenti al prio r42 to the salf deed ; the la nd was required to be 
va lued at residential rates 43 instead of agricu ltura l rates. Incorrect 
class ification of land resulted in short dererminati on of consideration amount 
with~ 17.97 crore and consequentl y k d to sho11 levy of stamp duty of~ 1.26 
crore as detai led in table no. 5. 13: 

Table No. 5. 13 

;\lame or purcha•rr llela il orla nd \"alualion or Rti:hlralion \"a luacinn lnied Slamp I Oiffcrcncc 
land fee/Slump ru ~!'000/· per dul) Scamp d ul) 

d UI) 'll u:arr nK"ler lc• ied 
Sn \lu<htaq A.SJ. Promo1ors & Kha>ra o. 2263 & 57.14 I 0.10 4.oo 570.25 39.92 I 35.92 
Ahmed De1elopcrs p,, Lid 2269 Vil l.-Sujdo<t I Area· 1.1405 

llCCl3r\! 
Sri Mush1aq A.SJ. Promo1ors & Kha"a No. 2263 & 57.14 0.10400 570.40 39.93 35.93 
Ahmed Developers Pvt. Lid 2269 Vill.·SUjdoo: 

Arca· 1.1408 
I lcclarc 

Sri Mushiaq A.S.J. Promolors & KJrnsra No. 2263 & 28.57 0.10/2.00 28> ' 19.% 17.95 
Ahmed Developers Pvt. Lid 2269 Vill.-Sujdoo; 

Area-0.5702 
Hectare 

Sri Mushtaq A.SJ . Promo1ors & Kha>ni No. 2263 & 57.14 0. 10/4.00 570 .. 5 39.92 35.91 
Ahmed Dc,clopers P11. Lid 2269 Vill.-Sujdoo: 

Arca-1.1405 
llccrarc 

Tota l 199.99 0.40/1 4.00 1996 139.73 125.71 
• As ocr 1he circle rate fhcd bv the DiStrict Ma~iscratc 

The case was reported to the Depai1ment and the Governme nt in May 2013. 
The D epartment intimated (September 20 13) that cases have been refe1Ted to 
the Collector fo r determi nation of market value of property and proper duty 
payable thereon. Further repo11 has not been received (December 20 I 3). 

39 Book I comaini ng de ta il s or registered deeds 
'° File of layout plan 
" Stamp duty is chargeable on the fifty per ce nt o f t he conside ration va lue as pe r A11i clc 5 (b- 1) of Schedule 1- B of IS 

Act. 
'

2 16 May 20 I I 
41 As per the c ircle rate fi xed by rhc District Magistrate of ~ 5000 pe r square me te r 
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!'- I. ,u. ' llmC'or l mt 
l\o>~"\.1 ' l>~ 1l ~u of 
R~hlr.lfh.\U 

SR I 
Ghaziabad/4/839/1 

I. 
62 Page No. 259-
276114.0520 12 

SR Noida 278/06 
dt. 12.04.2006 Bahi 
No. 4 
Despite repon of 

2. DIG Saharanpur 
da ted 13 March 
2013, no action 
taken on the same 
till Januarv 2014. 

Total 

Audit Report (Revenue Sector) for the year ended 31 March 2013 

5.12.4 Short levy of stamp duty in execution of Consortium 
Agreement 

Under the provisions of Article 5 (b-2) of Indian 
Stamp Act, if relating to construction of a 
building on a land by a person other than the 
owner, or lessee of such land, and having a 
stipulation that after construction, such building 
shall be held jointly or severally by that other 
person and the owner or the lessee, as the case 
may be, of such land, or that it shall be sold 
jointly or severally by them or that a part of it 
shall be held jointly or severally by them and the 
remaining part thereof shall be sold jointly or 
severally by them, stamp duty on such 
agreement shall be charged as a conveyance 
(under Article 23 of Indian Stamp Act) for a 
consideration equal to the amount or value of the 
land. 

We scrutinised the 
records 44 of offices of 
two SRs 45 and cross 
checked w ith records46 

of two 47 Development 
Authoriti es and 
observed that two 
instruments of 
consortium agreement 
were registered 
between April 2006 and 
May 20 12 between one 
or more owners of the 
land. f n two 

t 48 the agreemen s 
owners of land fo m1ed 
a consort ium and 

appointed one of them as a lead member. In a ll consortium agreements the 
recital of the deeds show that the sole aim of agreements was the deve lopment 
of residential layout complex with the pennission of owners of land . As per 
the deed the lead members were appointed for each consortium and the entire 
cost of development of the said project by the consortium was borne by lead 
member. Stamp duty of~ 2,000 and registrati on fee ~ 10,100 only were levied 
on these two agreements showing the va lue of land as 'Nil '. We noticed that 
as in each case the owner of land was granting the r ight to develop the land , 
make residential complexes and get the layout map passed etc. to the 
respective lead member of conso rtium. Hence there was a transfer of land 
from land owners to the respective lead member of consortiums. As the value 
of the land transferred was known 49

, the stamp duty of ~ 90.94 lakh and 
registration fee~ 20,000 was leviab le on the value of the l and~ 9.75 crore at 
the circle rate. There was short levy of stamp duty and registration fee of 
~ 9 1.02 lakh as shown in the tab le no. 5. 14: 

Table No. 5.J 4 
(< in la kh) 

lkhul of Onna', ' anlC' I .ad Stamp I R'-' i:· \ utuation \ :1luallon• Strimp / Oifferenct' ll1fTercnre Toto! 
Pn'tJ<rl~ membrn ~-..., pnid rate prr R<i:. Fe.• Stamp du1~ Re~. Fee Diff<rencc 

' sme (in ~l hL'tlar(' due (in~) 

Khasra No.-588, I. Mis Uphaar Zenith 1000/ 10000 180.00 219.80 15.39/ 1538 0 15.38 
Khandauli. Construction Township Pvt 0. 10 
Pargana. Tchs i I Pvt. Ltd. Ltd., 
and Distt.-Meerut 2. Mis A.B. 
Area-1.22 11 Hect. Estate Pvt. Ltd. 

Area-13. 7529 Mis Riskfrce Mis 1000/100 45.00 755.52 75.551 75.54 9900 75.64 
Hect. and 11.3868 Traders Pvt Ltd Paramount 12.00 0. 10 
Hect and other 11 Prop Bui lt 
Vi ll.-Mavi kala, companies p,1, Ltd. 
Sawalpur nawada, 
Saharanpur 

2000/10100 975.32 90.94/ 90.92 9900 91.02 0.20 
• As per the c~cle rate f1Xed by the District Magistrate 

" 13ook I . 
" S R I Ghaziabad and SR No ida. 
46 F ile o f layout p l<ui. 
47 Ghaziabad a nd Saharanpur. 
"' SR I Ghaziabad- Lead member Zen ith Township Pvt . Ltd and SR Naida- Lead member Mis Paramount l' rop tlL1ilt l'\1 . Ltd. 
49 '!'9.75 crore 
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Only after we pointed out the cases in May 20 13, the Department replied 
(September 20 13) that they have referred SI. No. I for registering of a Stamp 
case 50

. Action is yet to be taken in case of SI. No. 2 as the two AIGs 
concemed5 1 have int imated that no reference has been rece ived from the SRs 
concemed52 so far for registering of any Stamp case. 

5.12.5 Short-levy of Stamp duty due to missclassification of 
documents (Irrevocable Power of Attorney treated as 
Revocable Power of Attorney) 

Under the provision of Section 5 of the Indian 
Stamp Act 1899, any instrument comprising or 
relating several distinct matters, shall be 
chargeable with the aggregate amount of duties 
with which separate instrument each 
comprising or relating to one of such matters 
would be chargeable under the Indian Stamp 
Act. Under Article 48 (ee) of Schedule I-B of 
the Indian Stamp Act, when irrevocable 
authority is given to the attorney to sale 
immoveable property the stamp duty on such 
agreement shall be charged as a conveyance 
[No. 23 clause (a)] on the market value of the 
property forming subject of such authority. 

We scrutin ised the 
records 53 of SR Khu1ja, 
district Bulandshahar and 
observed that one 
instrument of power of 
attorney registered m 
August 2012 was 
classified on the basis of 
its title and stamp duty 
~ 50 and registration fees 
~ 100 was levied 
acco rdingly. Recitals of 
this document, however, 
revealed that through 
power of attorney the 
atto rney had got all rights 

of land including fi nancia l management, development of land, sale ofland and 
possess ion of land. As per the recital this document was clearly irrevocable 
power of attorney but misclassified as revocable Power of Attorney case. As 
per the applicable rate, the value of land work out to ~ 2.16 crore on which 
stamp duty of ~ 15 .15 lakh and registration fees of ~ I 0,000 was leviable. 
Improper classification of document resulted in short levy of stamp duty and 
registration fee of ~ 15 .25 lakh. 

The case was reported to Department and the Government (May 20 13). The 
Department stated (September 20 13) that the matter was referred to Collector 
Stamp and stamp case was executed in this case. Further progress has not been 
intimated. 

5.12.6 Conclusion 
Our audit revealed that the Department, the registeri ng authorities made no 
attempts to cross check the detail s of development maps passed on the basis of 
developer agreements in the respective Development Authorities/Nagar 
Palikas and ascertain whether these were being registered in the respecti ve 
SRs/ executed on stamp papers of correct va lue. They also did no t examine the 
fact that the provisions of Section 33 of Ind ian Stamp Act have not been 
fo llowed by Development Authorities/Nagar Palikas. Moreover even after the 
cases being brought to the notice of the department, action under Section 73-A 
(1) of the Indian Stamp Act was not initiated by the department through 

50 SI. No. I referred on 16 August 20 13 for regis1cring of Stamp case. 
51 i\ IG -1 Gautam Budh Nagar and i\10 Saharanpur - act ion taken by both AIG-1 Gautam Budh agar and A IG 

Saharanpur was checked as the registra1i on was done in Gauta m Bud h Nagar but land was situated in Saharanpur. 
52 Either SR, NOi DA (Di strict Gautam Budh Na gar) or SR-1 1 Saharanpur. 
53 Book 4 
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Chapter- VI: Other Tax and Non-Tax R eceipts 

CHAPTER-VI 
OTHER TAX AND NON-TAX RECEIPTS 

6.1 Im act of audi 

Test check of the records of the 24 and 73 offices of Enterta inment Tax, 
Geology and Mining respecti vely, conducted durLn g the year 201 2- 13 
revea led no n-realisation of tax and interest etc. of ~ 665.93 crore in 490 cases 
which fa ll under the fo llowing categori es as mentioned in table no. 6. 1: 

T able No. 6.1 
~ in crore) 

SI. 

I 
Category 

I 
Number of 

I 
Amount 

No. cases 
Entertainment Tax Department 

l. Non-charging of interest 09 0.05 
2. Non- realisation of tax 18 l.52 
3. Other irregularities 70 1.51 

Total (A) 97 3.08 
Geology and Mining Department 

I. Non-realisation of royalty 102 26.52 
2. Non-realisation ofrevenue due to non-execution 13 2.45 

oflease deed 
3. Non-imposition of penalty 66 141.27 
4 . Non-realisation of cost of minerals 31 170.74 
5. Non-imposition of transit fee 23 85.31 
6. Other Irregu larities 158 236.56 

Total (B) 393 662.85 
Grand total (A+B) 490 665.93 

During the year 20 12- l 3, the Departments accepted and recovered 
underassessment and other deficiencies of~ 18.20 lakh involved in fi ve cases. 

A few illustrative cases invo lving ~ 70.19 crore are mentioned in the 
succeeding paragraphs. 

6.2 Audit Observations 

Our scrutiny of records in the offices of the Entertainment Tax, Geology and 
Mining, etc. revealed cases of non-realisation of license fee/non-deposit of 
maintenance charges, non/short realisation of royalty and interest, non-levy of 
penalty and application fee, non-short levy of price of minerals on illegal 
mining, unauthorised extraction, non-conformity of Government Orders with 
Act/Rules non-realisation of fee and additional fee etc. as mentioned in the 
succeeding paragraphs in this chapter. These cases are illustrative and are 
based on a test check carried out by us. We point out such omissions each 
year, but not only do the irregularities persist,· these remain undetected till we 
conduct an audit. There is need for the Government to improve the internal 
control system so that recurrence of such lapses in fi1ture can be avoided. 
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ENTERTAINMENT TAX DEPARTMENT 

6.3 Non-realisation of licence fee 

Under Section 4 ofUttar Pradesh Cinemas (Regulation) 
Act, 1955 (UP Act No.3 of 1956), Rules 12, 16 and 
18(2) of The UP Cinema (Regulation of exhibition by 
means of video) Rules 1988 and Rule 18(2) of Uttar 
Pradesh Cinemas (Regulation of exhibition by means of 
video) Rules, 2011 , the Licens ing Authority may grant 
or renew the licence for a period not exceeding three 
financial years at a time for keeping a video 
library/television s ignal receiver agency in a local area 
having population mentioned in column I below, on 
payment of fee for one financial year or part at the rates 
specified* in column II or ill, as the case may be. 

* Column I Column II (License Column IJI 
(Local a rea) ree for video (License fee for 

library) 1elevision signal receiver 
31!Cncy) 

(a) Municipal corporation. Five thousand Ten lhousand rupees. 
NOLDA and Greater NOi DA ruoees. 
(b) Municipal board Three thousand Six thousand fi \'C hundred 

rupees. rupees. 
(c) Town Area/Others places One thousand five Three thousand mpccs. 

hundred rupees. 

\ 

We observed 
between June 
201 2 and 
Februar y 2013 
from the files 1 of 
four offi ces of 

Assistant 
Commiss ioner 
Entertai1rn1ent 

Tax! 
Enterta inment 

Tax Office2 for 
the period 
between Apri l 
2010 and 
January 201 3, 
that no licence 
fee3 as per rules 
was recovered 
fro m 50 
television s ignal "'- receiver 

agencies and 72 video libraries w hich were operating in the di stricts 
concerned . Thus, Government was deprived of revenue of~ 5.47 lakh as dues 
of Licence fee and ~ 74,000 as interest. The detail s are given in the fo llowing 
table: 

Table No. 6.2 
( ~ in lakh ) 

SI. :\a me of the Tele\ ision \ "ideo Lin·nl'e foe lntl•rest due 
:\o. District signal libraries clue (calculated 

I 
2 
3 
4 

rccei\ er till the datl' 
agencies of audit 

Bareilly - 72 1.90 0.09 
Bijnore 14 - 0.9 L O.l3 
Moradabad 13 - l.27 0.26 
Muzaffar Nagar 23 - L.39 0.26 

Total 50 72 5.47 0.74 

The matter was repo rted to Department/Government between June 2012 and 
February 201 3. The Department accepted our observations and stated 
(August 201 3) that in case of Bareill y, licence fee has now been deposited and 
late fees realised from 19 video libraries w hich were found functioning. The 
Department has initiated action of recovery in remaining cases of other three 
districts. 

1 Licence fee register o f video library/television. 
2 ACET: Mo radabad and Muz a ffar Nagar. 

ETO : Ba reilly a nd Bijnore. 
3 Oul of 78 television signal receiving agencies a nd 113 vi deo librar ies. 
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6.4 Non de osit of maintenance char es 

Under Section 3A(l) of the UP Entertainment and 
Betting Act, 1979, the Cinema hall owners were 
authorised to collect additional charges in shape of 
maintenance charges of ~ 3 per seat besides 60 
paisa and 25 paisa for air conditioning and air 
cooling facility respectively from the viewers 
entering in the cinema hall. This facility was 
withdrawn from 16 June 2009 by enactment of UP 
Entertainment and Betting (Amendment) Ordnance 
2009. The Entertainment Tax Commissioner 
(ETC) also c]arified (October 2009) that if any 
additional charges towards maintenance charges or 
providing of a ir conditioning /cooling facility has 
been realised from the viewers after 16 June 2009 
the same should be remitted into the Government 
account. 

Vie observed behveen 
April 20 12 and June 
20 12 from the 
records4 of hvo 

Assistant 
Commiss ioners of 
Entertainment Tax5 

for the period April 
201 0 to May 201 2, 
that 13 cinema hall 
owners had realised 
~ 5.53 lakh6 as 
maintenance charges 
during the period 16 
June 2009 to 03 
September 2009, but 
ACETs did not 
in itiate any action to 
get the amount 

remitted in to the Government account. This resulted in unjusti fied enrichment 
of cinema hall owners. 

The matter was reported to the Department and Government between May 
2012 and July 201 2. The Department accepted (August 201 3) our observation 
and stated that the process of recovery has been started and in case of Aligarh 
and Allahabad a sum of ~ 2.8 1 lakh7 has been remitted into Government 
account. 

GEOLOGY AND MINING DEPARTMENT 

6.5 Non-realisation of royalt and interest from brick kiln owners 

Under the One Time Settlement Scheme (OTSS) 
issued in December 2004, brick kiln owners are 
required to pay consolidated amount of royalty at 
the prescribed rates, based on Category of the brick 
kiln areas after obtaining permit by paying an 
application fee of~ 400 per brick kiln. Further, the 
OTSS provide that if the brick kiln owner fails to 
make payment of consolidated amount of royalty, 
the competent officer shall stop such business and 
initiate cert ificate proceedings for realisation of 
outstanding royalty/penalty under Paragraph 3 of the 
OTSS. Besides, interest at the prescribed rate may 
also be charged on the rent, royalty, fee or other sum 
due to the Government as per Paragraph 1(5) of the 
OTSS. 

4 Mainlcnancc char!,'CS register ofcincnm. 

Ass istants Commissioner of Entenainment Tax Aligarh 'u1d Allahabad. 
6 Aligarh ~ 3.82 lakh, Alllahabad ~ 1.71 lakh 

Vie observed during 
test check of brick 
ki ln register and 
other relevant 
records maintained 
in the individual files 
of the brick kiln 
owners between May 
20 12 and December 
20 12 in 22 District 
Mining Offices8 that 
1655 brick kilns 
(Categor/ -A: I 028, 
Category10-B: 290 
and Category-C11

: 

337) were operated 

7 Aligarh ~ l.34.652 and Allahabad ~ 1.46.608 
8 Aligarh. Allahabad. Auraiya, /\zamgarh, 13adaun, l:lagpat, Ballia, Balrampur, Barabanki, Bulandshahar, Chandauli, Fatehpur, 

Gautam Budh Nagar, llathras. Ja lnun , Kannauj, Kanpur. Maharajganj, Mau, Moradabad. Pilibhit and Saharanpur. 
9 Category A- Aligarh, /\uraiya. l)adaun. Bagpat. Bulandshahar, Gautam Budh nagnr, Hathras. Kanpur, Moradabad, Pilibhil and 

Saharnnpur. 
'" Category 13- Allahabad. 13arnbanki, Chandauli, fatchpur, Jalaun and Kannauj. 
11 Category C- /\zamgarh, llallia. Balrampur. Maharajgm1j and Mau. 
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in brick season 12 during 2009-10 to 2012-13. However, these brick kiln 
owners did not pay rolalty of~ 7.48 crore. In Bulandshahar and Gautam Budh 
Nagar 44 brick kilns 1 owners had defaulted in payment of roya lty for all three 
years. Action was not initiated by the concerne District Mines Officers I 
(DMOs) to stop their business. Non-initiation of follow-up action by the 
DMOs for stopping of illegal operation of brick kilns resu lted in non 
realisation of royalty amounting to~ 7.48 crore besides interest of~ 2.74 crore 
as shown in Appendix-XVI. 

We reported the matter to the Department/Government between May 2012 and 
May 2013. The Department accepted (August 2013) our observation and 
stated that instructions have been issued to recover the royalty and interest 
from the defaulters through the Collector. Further reply has not been received 
(December 2013). 

6.6 Removal of brick earth 

6.6.1 Non-levy of penalty for illegal removal of brick earth 

Under Rule 3 and 57 of UPMMC Rules, no person 
shall undertake any mining operation in any area, 
except under and in accordance with the terms and 
conditions of a quarrying permit or a mining lease 
granted under these Rules. 
Sections 21 (1) and (5) of MMDR Act prescribes 
that the penalty for any illegal mining includes 
recovery of the price of the mineral, rent, royalty or 
taxes as the case may be, for the period during 
which the land was occupied by such person 
without any lawful authority. Further, Rule 57 of 
the UPMMC Rules ibid prescribes initiation of 
criminal proceedings attracting punishment of 
simple imprisonment that may extend to six months 
or with fine which may extend to rupees one 
thousand or both. 

We observed 
between July 2012 
and February 2013 
from the Demand 
and Collection and 
Pennit Register of 
brick kiln owners, in 
13 District Mining 
Offices 14 that 1400 
brick kilns 

I -
(Category-A ): 560, 
Category-B 16

: 712 
Category-C 17

: 128) 
were operated 
during the period 
April 2009 to 
February 2013 
without application 
for grant of permit 

along with requisite fee and obtaining quarrying pennit for excavation of earth 
and paying the consolidated amount of roya lty. Thus, the excavation of brick 
earth without quarrying permit was illegal. Despite the fact that the mining 
activities were being carried out, the Department did not take any action to 
stop the business or levy penalty as per the UPMMC Rules. Thus, taking the 
price of mineral equivalent to five times of royalty, there was non-levy of 
price of mineral of~ 30.75 crore18 besides detrimental effect on environment. 
We pointed this out to the Government and the Department (between 
September 20 12 and April 2013). The Department accepted our observation 
(August 2013) and stated that due to sho11age of staff, survey of brick kilns 
was not conducted, as such ii legal removal of earth by brick kiln owners was 
not detected and also that brick kiln owners may be bringing earth from 

12 Brick season starts from the month of October every year to September of the subsequent yea r. 
13 Eigbt in Bulandshahar and 36 in Gautam Budh Nagar. 
14 Aligarb. Badaun, Barabanki . Chandauli, El awah. Firozabad, G.B. Nagar. Gonda. Ha1hras. Mir..:apur, Soncbhadra. Sultanpur 

and Varanasi. 
15 Aligarh. Etawa, Firozabad, G. B.Nagar and Hathras. 
16 Barabanki and Chandauli. 
17 Gonda. Mirzapur. Sonebhadra and Sullanpur. 
18 Determined as fi ve limes 1he cos1 of royalty as defi ned in Rule 2 1 (2) of UPMM C Rules . 

152 



/ 

C/i(lpfer-VI: Other Tax mid No11-T(IX Receipts 

elsewhere. We do not agree with the reply as it is the responsibility of the 
Department to ensure that revenue interest of the state is not compromised and 
also enforce provis ions under Section 2 1 (5) of the MMDR Act wherein 
realization of price of minerals is mandatory. 

6.6.2 Non/Short levy of application fee for removal of brick 
earth 

Rule 52 of UPMMC Rules 1963, provides the system 
of application for grant of mining permit. The 
application fee was fixed ~ 400 which has been 
increased to ~ 2,000 vide Government Notification 
No.7338/86-201 1-1 8 dated 01 December2011. 

We scrutinised the 
records19 of eight 
DM Os20 between 
July 20 12 to April 
20 13 and observed 
that during the 

period April 20 11 to March 20 12, 299 brick kiln owners paid application fee 
for taking mining permit at pre-rev ised rate of~ 400 instead of ~ 2000 and 
150 Brick Ki ln owners did not pay any app licat ion fee. The DMOs concerned 
did not detect the short/non-payment of the app lication fee and did not initiate 
steps to recover the same. This resulted in non/short levy of application fees of 
~ 7.75 lakh as shown in the table no. 6.3: 

I. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

Table No. 6.3 
~ in lakh) 

OMO Al lahabad 201 1-12 72 1.44 0.29 1. 15 

OM O Azamgarh 201 1-12 25 0.50 0 0.50 

49 0.98 0.23 0.75 

OMO Chanda ul i 2011 -12 125 2.50 0 2.50 

45 0.90 0. 18 0.72 

OMO Jaunpur 20 11-1 2 42 0.84 0. 17 0.66 

OMO Lucknow 201 1-1 2 26 0.52 0. 10 0.42 

OMO Mau 20 11 -12 13 0.26 0.05 0.2 1 

OMO Shahjahanpur 20 11 -12 3 1 0.62 0. 12 0.50 

OMO Shravasti 20 11-12 21 0.42 0.08 0.34 

Total 449 8.98 1.22 7.75 

We pointed this out to the Government and the Department (between 
September 20 12 and May 20 13). The Department (August 2013), accepted 
our observation and stated that recovery proceeding has been started. 

'" Brick Kil n register and concerned fil es. 
zo Allahabad, /\zamgarh. Chandauli. Jaunpt:r. Lucknow, Mau, S hahj ~~1anpur and Shravast i. 
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6.9 Unauthorised extraction 

Rule 22A of Mineral Concession Rule, 1960 
provides that mmmg operations shall be 
undertaken in accordance with duly approved 
Mining Plan and modification of the approved 
Mining Plan during the operation of a mining lease 
also requires prior approval. Under Section 21 (5) 
of the MMDR Act, whenever any person raises 
without lawful authority, any mineral from any 
land, the State Government may recover from such 
person the mineral so raised or where such mineral 
has already been disposed off, the price thereof 
along with royalty. Further, under Rule 21 (2) of 
UPMMC Rules, the total royalty is fixed at the rate 
of not more than 20 p er cent of the pits mouth 
value of minerals. 
Under Rule 34 (2) of UPMMC Rules, in the case 
of mining of marble, limestone, building stones 
like sandstone and granite, stone ballast (gitti), 
bajri etc. , the lease holder is required to attach a 
Mining Plan with MM-1 (A) fonn of application. 
A Mining Plan is not needed for mining of sand 
and morrum found in river beds. 

6.9.1 Our test 
check (September 
20 12) of the mining 
lease case files and 
mining plans of 
DMO Sonebhadra, 
revealed that during 
the peri od July 2003 
to March 2012, 
lessees had 
excavated 260049.66 
cubic meter of stone 
ballast over and 
above the quantity 
mentioned m the 
approved m1mng 
plan. Thus, the 
mineral excavated by 
the lessees was 
unauthorised and the 
cost of the excavated 
minera l amounting 
to ~ 7 .08 crore was 
recoverable from the 
lessees. The fact was 

not seen by the DMOs who continued to issue M M-11 fo rms to the lease 
holders despite the ir excavating more than the permitted quantit y of minerals. 
The DMO did not initiate any action against the lessees for excavation of the 
excess minera l over the mining plan and did not take any action fo r recovery 
of the cost of excavated minera l of ~ 7.08 crore and penalties as detailed in the 
table no . 6.6: 

Table No. 6.6 

Total 4 322049.66 260049.66 707.71 
Source: Files of lease holders. 

6.9.2 Excavation of mineral without renewal of Mining Plan 
We observed (September 2012 and November 20 12) from the fi les of lessees 
in DMO Mirzapur and Sonebhadra that the lease holders excavated and 
dispatched minerals without renewaJ/approval of their Mining Plan. The 
Mining Plan of the lease holders had been approved o nly fo r three years 
however the lease ho lders continued to extract the mineral even after the 
expiry of the Plan. Between April 2003 and May 2012, for periods ranging 
from 1 to I 060 days, 626783 cubic meter of minerals were illega ll y excavated 
by the lessee. This fact was not seen by the DMOs who continued to issue 
MM-11 Forms to the lease ho lders even after expiry of the Mining Plan. 
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The DMOs did not take any action to stop the unauthorised excavation and 
also did not recover the cost of the excavated mineral which amounted to 
~ I 8.82 crore and penalty thereof from the lessees. 

After this was pointed out ( ovember 201 2 and December 201 2), the 
Department replied (August 20 13) that this vio lation of mining p lan/ 
excavation without renewal of mining plan is not illega l but a vio lation of 
Rule 34 of UP MM CR. 

We do not agree as the mining operations were required to be undertaken in 
accordance with the approved mining plan and Department had to take action 
for recovery of cost of the excavated and pena lty thereof aga inst lessees fo r 
violation o f the same. Further reply has not been rece ived (December 2013). 

6.10 Non-conformity of Government Orders with Act/ Rules 

As per Section 4(1-A) and Section 21(1) to (5) of the 
Act read with Rule 70(1 ) of the UP MMC Rules, 1963 
provides that the holder of a mining lease or permit or a 
person authorized by him in this behalf may issue a 
pass in fonn MM-11 to every person carrying, 
consignment of minor mineral by a vehicle, animal or 
any other mode of transport. Rule 70(2) provides that 
no person shall carry, within the State a minor mineral 
by a vehicle, animal or any other mode of transport, 
excepting rai lway, without carrying a pass in Form 
MM-11 issued under sub rule (1) Rule 70 (6) provides 
that any person found to have contravened any 
provision of this rule shall, on conviction, be 
punishab le with imprisonment of either description for 
a term which may extend to six months or fined 
~ 25,000/- or with both. 
Government Order no.594/77-5-2001-2002177 TC-1 
Lucknow dated 02 February 2001 and Government 
Order no. 4951 (1 )/77-5/2006-506/05 Lucknow dated 
25 October 2006 provide that the executing were 
authorized to recover royalty in such cases where minor 
minerals were suppl ied to executing agencies of public 
works without valid MM-1 l or copy of challan as proof 
of payment of roya lty. 

During our audit 
of DMO 
F irozabad m 
February 201 3, 
we noticed that 
seven executing 
agencies25 got 15 
civil works done 

through 
contractors. In all 
these cases the 
contractors did 
not submit the 
MM- l 1 fom1s 
alo ng w ith the 
bills of mmor 
minera ls used by 
them in the work, 
hence the 

executing . . 
agencies, m 
compliance of the 

Government 
o rders dated 02 
Febrnary 200 I 
and 25 October 
2006 deducted 

the ro yalty from the bills and deposited~ 7.47 lakh in lieu of ro ya lty. 

We noticed that the above GOs were not in consonance with the MMDR Act 
and UPMMC Ru les as vide these Government Orders the executing agencies 
were authorised to recover o nly royalty in such cases where minor minerals 
were supplied without MM- I I and copy of treasury cha llan as proof of 
payment of roya lty. Under the provisions of Section 21(5) and 21(1) of the 
MMDR Act, the recovery of price thereof and imposition of penalty is 
mandatory. As the G.Os are s ilent about the recovery of the price of the 
minerals and imposition of penalty the same are not being imposed I 

is Development Authori ty Firo7abad. EE. RES, Firozabad, Jila Panehayat. EO. Nngar Pa lika. F iro7abad. SS PDPWD. Firo/.abad. EE 
PWD PD Firozabad. and DD eon,truction FiroLah:id. 
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recovered. In the instant case of DMO Firozabad alone the cost of minerals 
~ 3 7.33 lakh was leviable as per Act besides penalty of~ 25000 in each case 
of illegal transportation. 

After thi s was pointed out the Department replied (August 2013) that the 
executing agencies have taken action as per the GO, which was issued in 
exercise of the powers given in Rule 68. The Department has not replied to 
our specific observation which is non-conformity of the GOs with the MMDR 
Act and UPMMC Ru les. The said GOs have been issued without the provis ion 
of recovery of the price of the minerals and pena lty which is the main thrust of 
the Section 21 of the MMDR Act. The provis ion of UPMMC Rules that a 
penalty and /or punishment shall be imposed on the person found transporting 
minerals without valid MMl I has a lso not been taken into account in the GOs. 
The non-conformity of GOs w ith the relevant provisions of MMDR Act and 
UPMMC Rules have left a lacuna by which il legal transportation of minerals 
and illegal mining of these minerals is indirectly being permitted as there is no 
deterrent to this illegal transportation of minerals. 

We recommend that the Government revise its orders to be in conformity with 
the MMDR Act and UPMMC Rules. 

WEIGHT AND MEASUREMENT DEPARTMENT 

6.11 Non-realisation of fee/additional fee 

Under the proYis1on of Weights and Measures 
(Enforcement) Act, 1985 (SOWM) read with rule 
14 and 15 of the U.P. Standard of Weights and 
Measures (Rules) 1990, (UPSWM), every person 
in possession, custody or control of any weight and 
measure (including capacity measurement like 
storage tank, lorries disp ensing measurement, etc.) 
which he intends to use or is likely to use in any 
transaction or for industrial production shall 
present such weight and measure for verification 
or re-verification and get it stamped at least once 
in five years, as the case may be, on payment of 
the prescribed fees. Contravention of the 
provisions of the Act attracts penalty under section 
47 with fine which may extend to ~ 500. Further, 
under Rule 17(3) of the UPSWM Rules, additional 
fee at half the rates specified in schedule XII of the 
UPSWM Rules is also payable after expiry of the 
validity of stamping for every quarter of the year 
or part thereof for re-verification. 

From the records26 of 
one sugar mi ll27 and 
two d istilleries28 we 
observed between 
September 20 12 and 
December 201 2 that 
storage vats/tanks 
were in use in these 
sugar mills and 
di sti lleries without 
verification by the 
Weights and 
Measures Department 
since inception in two 
cases and after lapse 
of period of fi ve years 
in one case29

. The 
Department did not 
conduct inspections 
for verification as laid 
down in ru le 15 (7) 
ibid and users a lso did 
not get the 

vats/storage tanks verified as laid down in Rule 15(1) ibid. This resulted in 

26 Verification register ofVatsfranks 
27 Kisa n Sahkaari Chini Mills Ltd., Sa tha, Aligarh. 
28 anauta Distillery, Nanauta, Saharanpur and Nanapara Aswani. Nanpara Bahraich 
29 I . since 29 January 1990 for September 201 2 ( anauta Distillery, Nanauta, Saharanpur) ( 2.83 lakh. 

2. since incept ion 1976-77 for March 201 2. (Kisan Sahkaari Chini Mil ls Ltd., Satha, Aligarh.) ( 3.65 lakh 
3. since inception June 1992 for March 201 2.(Nanapara Aswani. Nanpara Bahraic h) ( 2.03 lakh 
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non-realisation of fee and additional fee amounting to ~ 8.50 lakh besides 
penalties leviable for contravention of the Act. The officials of the Excise 
Department posted in the sugar mills and distilleries agreed with our 
observation that the inspection and verification of vats/storage tanks was not 
done. Non-calibration of the vats/storage tanks carried the risk of incorrect 
determination of the volume of liquor stored in them resulting in incorrect 
assessment of excise duty. 

We reported to the matter to the Department and Government between 
October 20 12 and January 2013. The Department has accepted (August 2013) 
our observation and stated that the process of recovery has been started and 
~ 3.56 lakh has so far been deposited in Saharanpur. 

Lucknow, 

The 20 FEBRUARY l@j4 
(Dr. Smita S. Chaudhri) 

Accountant General (E&RSA) 
Uttar Pradesh 

Countersigned 

New Delhi, 
The 

24 F~BRUARY 2014 

(SHASID KANT SHARMA) 
Comptroller and Auditor General of India 
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SI. :\a me of L nit 
:\o. 

I 

I AC (In-charge) MS-2 
Agra 

2 AC (In-charge) MS-4 
Agra 

3 AC (In-charge) MS-5Agra 

4 AC (In-charge) MS-7 

5 AC ( In-charge) MS-8 
Agra 

6 AC (In-charge) MS -1 
Bareilly 

7 AC (In-charge) MS -2 
Bareilly 

8 AC (In-charge) MS 
Bulandshahar 

9 AC (In-charge) MS- I Chandaul i 

10 
AC (In-charge) MS-4 GB Na2ar 

II 
AC (In-charge) MS-I Ghaziabad 

12 
AC (In-charge) MS-2 Ghaziabad 

13 
AC (ln-char2e) MS-3 Ghaziabad 

14 
AC {ln-char2e) MS-4 Ghaziabad 

15 AC {In-charge) MS -I Jhansi 

16 AC (In-charge) MS -2 Jhansi 

\ 
L. 

17 AC (In-charge) MS- I 
Kanpur 

APPENDIX-I 

Operntional Gaps in MSUs 

(Aeference Para No. 2.8.8.1) 

Year Total :\o. 
of da~s in 

year 

2008-09 365 

2009-10 365 

2010-11 365 

2011-12 366 

20 10-11 365 

20 11-12 366 

2009-10 365 

20 10-11 365 

201 1-12 366 

20 10-11 365 

20 11- 12 366 

2009-10 365 

2010-11 365 

2008-09 365 

20 11-12 366 

2009-10 365 

201 0-11 365 

20 11 - 12 366 

2010-11 365 

2011-12 366 

2009-1 0 365 

20 10-11 365 

20 11- 12 366 

201 1-12 366 

201 1-12 366 

2011-12 366 

20 11-12 366 

20 11-12 366 

2009- 10 365 

201 0- 11 365 

201 1-12 366 

2009-10 365 

2010-11 365 

20 11-12 366 

2009-10 365 

2010-1 1 365 

2011-1 2 366 
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~ in lakh) 

:\o. of Re,enue :\o. of 
da~s recehed da~s 

checking checking 
\\as "as not 
done done 

238 87.73 127 

18 1 145.25 184 

237 142.16 128 

219 133.88 147 

224 160.52 14 1 

194 158.36 172 

205 122.21 160 

188 122.69 177 

84 30.58 282 

233 100.89 132 

2 12 208.39 154 

302 186.5 63 

318 195.39 47 

295 201.97 70 

241 106.3 125 

3 16 237.63 49 

3 12 155.84 53 

281 138.14 85 

193 142.02 172 

205 148.9 1 161 

3 16 105.58 49 

283 142.39 82 

321 146.79 45 

253 197.03 113 

268 307.64 98 

295 275.98 71 

291 292.4 75 

272 368.2 94 

210 82.56 155 

254 100.19 I ll 

220 148.5 146 

277 60.65 88 

253 IO I 112 

195 90.25 171 

307 186.9 58 

187 150.33 178 

136 117.7 230 



Audit Report (Revenue S ector) f or the year ended 3 I March 2013 

SI. '.'iamc of l 1 nit Year Total No. '.'io. of lk\l'lllll' :"Io. of 
:'Ii o. of da~s in da~s l"l'Cl' hl'd days 

~car chcckini.: checking 
\\as \\as not 
done done 

18 AC (Jn-charge) MS-2 
2008-09 365 3 11 24 1.9 1 54 Kanpur 

2009- 10 365 305 14 1.95 60 

20 10-11 365 229 19.22 126 

20 11-12 366 188 49.25 177 

19 AC ( ln-charge) MS -3 Kanpur 
20 10-11 365 260 108.09 105 

201 1- 12 366 239 144.35 127 
20 AC ( In-charge) MS-8 Kanpur 

201 1·1 2 366 78 21.56 288 
2 1 AC ( In-charge) MS-12 Kanpur 

20 10- 11 365 229 43.37 45 

201 1-12 366 107 13.2 259 
22 AC ( In-charge) MS- I Lucknow 

20 10-11 365 275 167.98 90 

2011 -12 366 214 154.09 152 
23 

AC (In-charge) MS-5 Lucknow 20 11-12 366 33 1 130.06 35 
24 

AC (In-charge) MS-4 Mathura 20 11- 12 366 209 288.73 157 
25 AC ( In-charge) MS -4 

20 10·1 I 182.35 99 Mccrut 365 266 

20 11-12 366 296 236.98 70 
26 

AC lln-charncl MS -2 Mccrut 2011 -12 366 265 2 11.68 IOI 
27 

AC (ln-charne) MS -5 Meerut 20 11-12 366 305 167. 14 61 
28 AC (In-charge) MS-3 Moradabad 

2009-10 365 148 99.69 217 

2010- 11 365 205 75. 16 160 

20 11-12 366 202 118.39 164 
29 

AC (In-charge) MS -6 Moradabad 20 11-1 2 366 236 114.03 130 
30 AC (In-charge) MS-I Noida 

2010-11 365 3 16 298. 18 49 

2011-12 366 279 31 2.65 87 
3 1 AC (In-charge) MS-5 Noida 

20 11-1 2 366 343 152.37 23 
t 

32 AC (Jn-charge) MS-6 Noida 2010-11 
( From I 5109120 I 0) 198 172 281.2 26 

20 11 -12 366 30 1 338.02 65 
33 AC ( In-charge) M S-1 Saharanpur 

2009-10 365 256 13 1.62 109 

2010-11 365 209 120.37 156 
34 AC ( In-charge) MS -4 Saharanpur 

20 11 -12 366 109 100.67 257 
35 AC (In-charge) MS-4 Varanasi 

2009-10 365 286 133. 19 79 

2010-11 365 268 117.68 97 

20 11- 12 366 242 11 8.5 1 124 

Total 25051 16695 10633.09 8254 

f 
.J 
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APPENDIX-IT 

Non charging of interest on encashing of Bank C uarantee/FDR 

(Ref erence Para No. 2.17.2.1) 

2008-09 2.55 17.04.12 39 15 0 1.26 
JC (CC) (April 2012) months 
Ali garb 17 days 

(BG) 

DC Sec 2008-09 7.80 02.02.12 37months 15 0 3.6 1 

10 (March 20 IO) 2days 

Aligarh (BG) 
2008-09 12.83 06.01. 12 36 IS 0 5.80 

(October20 11) months6 

(BG) 
days 

2008-09 235.54 05.01.12 39 15 0 115.3 1 
(February months 5 

2012) 
(BG) 

days 

228.46 06.01. 12 39 month 15 0 111.93 
6days 

JC(CC) 2, 
(BG) 

CT 2007-08 282.01 05.01.12 51 month 14/1 s 0 179.47 

Ghaziabad (March 20 10) (BG) 5 days 

2008-09 39.54 05.01. 12 39month 15 0 19.36 
(November (BG) 5days 

2011 
2008-09 8.36 03.01.12 39 month 15 0 4.09 

(June 2012) (BG 3 da s 
2008-09 10.53 05.01.12 39 month 15 0 5.1 5 
arch 2012 BG S da s 
2009-10 28.15 3 1.1 2. 11 27 15 9.70 9.70 

March 2013 G) months 

JC(CC) l , 
2008-09 24.78 4.1.1 2 39 15 12.08 12.08 

March 2012 (BG) months 
CT 

2009- 10 36.28 4. l.l2 27 month 15 15.36 15.36 
Ghaziabad 

(A ril 201 3) (BG) 4 da s 
2007-08 96.05 30.12. 11 45 to 48 14/ 15 0 60.99 
(January (BG) month 

2012 
2008-09 305.90 30.12.11 39 month 15 0 149.13 

(May2012) (BG) 
DC Sec 6 

2007-08 7.81 30.12.1 1 48 14/ 15 0 4.97 
Ghaziabad 

(March 2010) and month5 
05.01.12 days 

(BG) 
2008-09 8.13 05.01.12 39 month 15 0 3.98 

(March 201 2) (BG) 5 days 

2009-1 0 (May 14.24 3 1. 12.11 27 15 4.8 1 4.8 1 
20 13 BG months 

DC Sec 7 2008-09 55.92 31.12.11 39 month 15 0 27.26 
Ghazi a bad (March 2012) (BG) 
DC Sec-9 2008-09 4.35 21.02.12 37 15 0 2.05 
CT (March 2012) (BG) months 
Ghaziabad 21 da 
DC Sec- 2008-09 14. 14 3 1.1 2.11 37 15 4.45 4.45 
15 CT (January (BG) months 
Ghaziabad 2013) 21 da 
JC(CC) I 2008-09 358.11 30.1 2.11 15 0 174.58 
CT, (February (BG) 39 
Kanpur 20 11 months 

2009- IO 377.95 30.12. 11 27 15 0 127.56 
Au t 20 11 ) (BG) months 

2007-08 1264.65 02.01.12 51 14/15 0 804.09 
(UPTI) (BG) months 2 

(November days 
2011) 
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1.26 

3.61 

5.80 

115.3 1 

111.93 

179.47 

19 .36 

4.09 

5. 15 

0 

0 

0 

60.99 

149.1 3 

4.97 

3.98 

0 

27.26 

2.05 

0 

174.58 

127.56 

804.09 
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SI. :\11. :\ttlll\' or '.\u. or \ 't•nr nml A1h11ilh"d 
ffll' unU dr:ikrs month or In\ 

H'ifol'\\ llll' llf 

2007-08 1076.76 
(VAT) 

(March 201 1) 

I 2008-09 5.78 
(December 

20 11) 
2009-10 34.74 

(March 20 11) 

I 2008-09 10.89 
(February 

2012) 
2009-10 12.63 
February 

2012) 
10. I 2008-09 52.87 

(April 2012) 

2009- 10 183.04 
(July 2012) 

I 2008-09 17.38 
(March 2012) 

JC (CC) II 2009-10 50.15 
Kanpur (May2012) 

I 2008-09 8.98 
(April 2012) 

2009-10 85.04 
(March 20 12) 

I 2008-09 15.44 
(June 2012) 

I I. I 2008-09 0.30 
(December 

2011) 

DC Sec 6 5.36 

Kanpur 

2009-10 2.6 1 
(July 2012) 

12. I 2008-09 1.72 
(March 2011) 

6. 15 

DC Sec 
14 Kanpur 0.94 

5.85 

13. 
DC Sec 

I 2007-08 1.42 

22 Kanpur (March 20 I 0) 

14 . I 2009-10 87.77 
(January 

2013) 
I 2007-08 18.96 

(January 
JC (CC) I 20 11) 
Lucknow 5.94 

7.05 

~ 16.61 lakh already deposited by 1he dealer. 
2~ 45. 13 lakh already deposited by the dealer. 

llnh· or 
\'lll'U\htu1.•nf 

02.01.12 
(BG) 

13.01.12 
(FDR) 

13.01.12 
(FDR) 

04.01.12 
(BG) 

04.01.12 
(BG) 

28.03.13 
(BG) 

28.03. 13 
(BG) 

11.01.12 
(BG) 

11.01.12 
(BG) 

23.02.13 
(BG) 

23.02. 13 
(BG) 

3 1.1 2. 11 
(BG) 

21.03.12 
(BG) 

14.03. 13 
(BG) 

14 .03.13 
(BG) 

28.06.10 
(BG) 

23.03. 11 
(BG) 

23.03. 11 
(BG) 

30.03.1 1 
(BG) 

07.05 .12 
(BG) 

17.01.12 
(BG) 

02.03.12 
(BG) 

02.03.12 
(BG) 

02.03. 12 
(BG) 
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""'"~ illll'l"\~\I ,,.,1,•d h.•\iuhl1.· nnt 

l"' r ''" 1,.,, 
'\'Ur 
1111·1· 
r.·111} 

44 15 0 597.53 597.53 
months 
12 days 

39 15 0 2.85 2.85 
months 
13 davs 

27 15 0 11.91 11.91 
months 
13 days 

36 15 0 4.92 4.92 
months 4 

davs 
27 15 0 4.28 4.28 

months4 
days 

50months 15 0 17.05 17.05 
28 days 

41months 15 0 S0.77' 50.77 
28 days 

36months 15 0 7.90 7.90 
11 days 

27months 15 0 17.15 17.15 
11 days 

49months 15 0 5.58 5.58 
23 days . 

40months 15 0 43.33 43.33 
23 days 

36months IS 0 6.95 6.95 

41 15 0 0.15 0.15 
months 
21 days 

50 15 0 3.38 3.38 
months 
14 davs 

4 1 15 0 1.36 1.36 
months 
14 davs 

20 15 0 0.45 0.45 
months 
28 days 

29 15 0 2.29 2.29 
months 
23 days 

29 IS 0 0.35 0.35 
months 
23 days 

30 15 0 2. 19 2. 19 
months 

55 14/15 0 0.97 0.97 
months 7 

days 
27 15 0 30.23 30.23 

months 
17 davs 

51 14115 0 12.09 12.09 
months 2 

days 

47 15 0 3.52 3.52 
months 
14 days 

46 15 0 4.09 4.09 
months 
13 days 
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<. .1 p .1n1' .. 501111 .l ... 51111 ~OUml lllllml -301111 _;-51111 14111111 ~l lllml ISlhnl 14lhnl lllllml "'50ml J. "':'ml lllllml I Niimi 

2011-12 

Number of bottles 52320 69192 154689120 1030860 29427828 5087160 N.S. 903717960 N.S. N.S. 4014630 54780 55200 13199400 95267480 

Difference in ORP 
& MRP 5.76 1.93 0.5 0.39 3.1 1.6 1 - 0.72 - - 0.5 3.01 2.06 2.43 1.06 

Amount in~ 30 1363 133541 77344560 402035 91226267 8190328 - 65067693 1 - - 2007315 164888 113712 32074542 100983529 963619010 

2012-13 

Number of bottles N.S. N.S. 193793364 N.S. 72300 360000 N.S. 633632490 N.S. N.S. 252000 579984 11 03064 330252210 23181470 

Differeace in ORP 

I 
& MRP - - 0.0 1 - 0.76 0.44 - 0.1 - - 0.19 0.25 0.68 1.7 0.4 

Amount in~ - - 1937934 - 54948 158400 - 63363249 - - 47880 144996 750084 56 1428757 9272588 637158835 

GRAND TOTAL 4812037 138 

or 481.20 crore 

N.S.- Nol sold 
Based on the number ofboules of each capacity and strength sold by distilleries. 
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APPEN D IX - Vil 

Enhancement of MGQ at lower base M GQ of country liquor 
(Reference Para No. 3.8.9) 

-.1. 'mm~ of h;ir Souled \<tu al Difftrence Percenla~c Enhan- Enhan· .\rlmtl llirf•rcncc ,, .. nait • \JCQ of lifrinu of (Col. 5 - of actual ceml·nl cc•mt.'nl Ci\l·d (Col.9 -
prt\.iOU~ prr\liou" Col.4> lift ing or pcrce- \IGQ " ' \IC;Q in Col. Ill) 

~ear ~tar p rt\iOU\ lllU~C per aclual llu: '"ar 
~c-ar on or lifriu~ in 
<clllcd \l(;Q pn•\ iuu' 

.\IC;Q or ~l·ar 

pre\ iuu' 
~t>ar (Col. 

n ' 
Jilli (nl. ~ > 

H JU I I 

Allahabad 2008-09 5208691 5223474.96 14783.96 0.284 5589118.21 5168965 420153.21 

2009-10 5168965 5214285.34 45320.34 0.877 5579285.31 5275723 303562.31 

Baghpat 2008-09 1277450 1335783 58333.00 4.566 1429287.81 1367250 62037.81 

2009-10 1367250 1376466 92 16.00 0.674 1486583.28 1476640 9943.28 

20 10-11 1476640 1478546 1906.00 0.129 1522902.38 1521260 1642.38 

Bareilly 2008-09 5750695 5791574 40879.00 0.711 6196984. 18 6032254 I 6-1730.18 

2010-11 6540220 6544324 4104.00 0.063 6740653.72 6737880 2773.72 

2011-12 6737880 6737915 35.00 0.001 6805294.15 6805280 14.15 

4 Bijnore 2008-09 4231510 4294013.86 62503.86 4594594.83 -1528520 66074.83 

2009-10 4528520 4558828.28 30308.28 0.669 4923534.54 4891380 32 154.54 

2010-11 4891380 4898898 75 18.00 0.154 5045864.94 5038820 7044.94 

201 1-12 5038820 5038886.53 66.53 0.001 5089275.40 5089270 5.40 

Badaun 2008-09 3530640 3531116 476.00 0.013 3778294. 12 3683250.00 95044. 12 

2010-11 39779 10 3979493 1583.00 0.0-10 4098877. 79 4098490.00 387.79 

6 Ghaziabad 2008-09 9425750 9754330.54 328580.54 3.486 10437133.68 10086430 350703.68 

2009-10 I 0086430 I 0093097 .6 6667.64 0.066 10900545.45 10894020 6525.45 

2010-11 10894020 10896255.3 2235.30 0.021 11223 142.96 11221440 1702.96 

Ghazipur 2008-09 3111595 3135419 23824.00 0.766 3354898.33 329661 1 58287.33 

2010-1 1 3522394 3569979 47585.00 1.351 3677078.37 3642290 34788.37 

Gorakhpur 2008-09 3731951 3981643 249692.00 6.691 4260358.01 3981643 278715.0 I 

2009-10 3981643 4165144 183501.00 4.609 4456704.08 4260576 196128.08 

2010-11 4260576 4319140 58563.56 1.375 44487 13.75 4386589 62 124.75 

9 Kausambi 2008-09 269652 271147.02 1495.02 0.554 290127.31 275894 14233.31 

2010-11 30033115 312509.64 12178.39 4.055 321884.93 315413.04 6471.89 
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Ralt" of Jlu,k 
811\ir l .icl'n'e 

l .iC('ll\(' kl' on 
Fee 'thor1 

'"·1tlc .. n11rn1 
(Col.9' 
Col. 11) 

12 JJ 

15 6302298 

20 6071246 

15 930567 

20 198866 

21 3-1-190 

15 2470953 

21 58248 

21 297 

15 991122 

20 643091 

21 147944 

21 11 3 

15 1425662 

21 814-1 

15 5260555 

20 130509 

21 35762 

15 874310 

21 730556 

15 4180725 

20 3922562 

21 1304620 

15 213500 

21 135910 
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''· \;lllll' ot ' l';ll' '''111<-cl \rtual l)if'h-n·nrl' 1•l'fl.'\'llta:,!l' b1h;111- l .nhan- \ rluotl l>iUt•n ·nn· ll:lh· of na,if 
\11. unih \II,() of liltini.: uf 1( -nl. :'- of ;1c1 ual fl'llll'llf n'llH'll l li\l'cl ({ nl. 1) - Ha'k l .i l'l' ll \l' 

prn iuu' prn io11' ( ol. ~I liflint,:uf Jll'rfl'· \II;()'" \II ;v in ('ol. lllJ 1.kl'll\l' h .•t• 0 11 

~l·:tr ~\';II" pn·\i1o11' lll:tl!l' pl' r ;1r t11al lht• ~\'iff ,.,.,. ' hurl 
~l' Olr 011 of lillinf! in ' "'tflt• mt·nt 
\l'lllt'cl \I(;() pn.•\illU\ II ol. •l ' 

:.. \H ;Qof .u ·ar Col. If) 
p rt.•\ iuu' 
\l'ar f( 'ol. 

6 \ 
11111/('ol. ~I 

x Ill II 12 1.1 

10 Mee rut 2008-09 6440153 6548269 108116.00 1.679 7 7006647.83 6816220 190427.83 15 2856417 

2009-10 6816220 6819100 2880.00 0.042 7364628.00 7361620 3008.00 20 60160 

2010-11 7361620 7368146 6526.00 0.089 3 7589190.38 7582970 6220.38 21 130628 

2011-12 7582970 7583116 146.00 0.002 7658947.16 7658870 77.16 21 1620 

I I Moradabad 2008-09 5610600 5615288.75 4688.75 0.084 7 6008358.96 6004200 4158.96 15 62384 

2010-1 1 6484620 6490521.95 5901.95 0.091 6685237.61 6679700 5537.61 21 116290 

Muzaffar 
12 Nagar 2008-09 4043020 4063380.77 20360.77 0.504 7 4347817-42 4326950 20867.42 15 313011 

20 10-11 4673117 4673889.5 772.50 0.017 4814 106. 19 4813940 166. 19 21 3490 

13 Rampur 2008-09 1638020 1698025 60005.00 3.663 1816886.75 1771986 44900.75 15 673511 

2009-10 1771986 1806728 34742.00 1.961 1951266.24 1921 110 30156.24 20 603125 

2010-11 19211 10 1939185 18075.00 0.941 1997360.55 1979330 18030.55 21 378642 

Total 1453575-39 2498800.57 41271327 
or ~ 4.13 
cro~ 

J 

• 
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2010-1 1 2 21084 433131.2 445926.6 12795.4 1.33 - 5.58 92.03 11775.61 4952358 ~ 
~ 

2011-12 13 157416 3172460.7 3329348.4 I 56887.7 0.20 - 8.04 54.34 85252.78 39837746 
'C s 

13 Shamli Disti llery, 2007-08 4 23246 481073.2 491652.9 10579.7 1.75 - 2.74 17.7 1872.61 222249 ~ 
Shamli, Muzaffamagar V) 

2008-09 19 121362 2543416 2566806.3 23390.3 0.15 - 2.78 30.68 7176.14 2850338 ~ 
~ 

2009-10 6 37633 792783.8 795937.95 3154. 15 0.09 - 2.08 16.19 5 10.66 214762 
~ 
~ 

14 Sir Shadilal Distillery, 2007-08 12 178628 3643616 3777982.2 134366.2 0.06 - 13.21 71 95400.00 5053491 ~ 
Mansoorpur, .., -Mw.a ff am agar 2008-09 22 353973 7203079 7486528.95 283449.95 0.84 - 7.93 73.22 207542.05 82434928 ::::-

~ 

2009-10 13 166447 3330532 3520354.05 189822.05 2.72 -9.32 87.31 165733.63 69701060 "'C 
~ 

2010-11 26 406708 83 13605 8601874.2 288269.2 0.10 - 6.95 66.51 191 727.84 80633206 
~ 

2011 -1 2 16 265244 5363270 56099 10.6 246640.6 2.69 - 7.57 51.83 127833.82 59735431 ~ 
'1' 
!:).. 

2012-13 5 87163 1762231 1843497.45 81266.45 2.47 - 8.43 53.56 43526.31 23390307 I.., -.... 15 Rampur Distillery, 2009-10 13 620990 12694610 13133938.5 439328.5 0.21 - 6.49 55.11 242113.94 101823618 ~ QC Rampur 
Q 

2010-11 20 1153385 23267575.4 24394092.75 1126517.35 0.97 - 8.37 42 473137.29 198982971 
.., 
~ ::::-

2011-12 30 1615926 31590075.7 34 176834.9 2586759.2 0.71 -27.86 36.19 936148. 15 437452409 to..> 
~ 

16 Cooperative Distillery. -2009-10 & I.., 
Tapari, Saharanpur 2011-12 

27 76182 1508783.8 161 1249.3 102465.5 18.18 100 102465.50 44553603 

17 Shakumbhari Distillery, 
Saharanpur 

2007-08 12 139532 2662779.3 295 110 1.8 288322.5 0.52 - 21.28 1.04 2998.55 143931 

2008-09 6 111380 2268022 2355687 87665 2.79 - 5.42 7.07 6197.92 2461789 

18 Rosa Distillery, 2009-10 & 
Shahjehanpur 2010-11 

41 391250 8141877.4 8274937.5 133060.1 0.02 - 6.07 100 133060.10 55959855 

19 Unnao Distil lery, Unnao 2009-10 to 
2011-12 78 743440 13597695.1 15723756 2126060.9 4.27 -23.69 100 2126060.90 922584598 

21012-13 18 140275 2613979.2 29668 16.25 352837.05 0.80-19.13 100 352837.05 189608695 

TOTAL 1321 23978677 4 78107083.8 507149018.6 29041935 17485378.03 
7364934982 or 
~ 736.49 crore 



Bi"nore 
4 Budaun 
5 Etawa 
6 Faizabad 
7 
8 
9 

00 10 
II Jaun ur 
12 Kaushambi 
13 Lakhimpur Kheri 

14 Main12uri 
15 Morada bad 
16 Muzaffama ar 
17 
18 
19 
20 Unnao 

TOTAL 

1151472.04 
N. A. 
N. A. 

796612.08 
1966880.00 
682429.00 

2985172.44 
1160767.00 
227 163.71 

APPENDIX -IX 

Non/short levy of licence fee of wholesale supply of beer 
(Reference Para No. 3.8. I l.J) 

208 106 1.23 40 2875884.54 2538360.24 
473241.31 1624713.35 20 10 1395444.00 716647.83 

N.A. N.A. 0 0 774994.00 755869.00 
N.A. N.A. 0 0 902758.00 765754.00 

719603.42 1516215.50 20 5 15 1039267.12 999480.92 
22 17763.00 4184643.00 40 20 20 2353812.00 3128127.00 

704044.00 1386473.00 10 5 5 795421.00 930857.00 
4971088.35 7956260.79 40 20 20 3179382.00 6003998.00 
1362123.00 2522890.00 30 10 20 1236702.00 15 19515.00 

160678.84 387842.55 5 0 5 277 187.48 218 176.48 
Commemed upon in Report of Tlte Co111p1roller mu/ Audi1or General of India for 1he year 1249256.00 115 1657.00 

ended 31 March 2012 
__§Jj641.00 957382.00 1792023.00 20 10 10 922257.00 1102018.QQ_ 

226546 1.1 2 186 1705.45 4 127 166.57 40 20 20 260 1890.72 2231274.74 
2684 136.76 26248 17.37 5308954.13 40 30 10 2907679.64 34 16026. 11 
550301.00 530261.00 1080562.00 10 5 5 620797.00 679461.00 

2675974.00 1989442.00 4665416.00 40 30 10 287656 1.00 2596471.00 
1061073.50 608052.09 1669 125.59 20 10 10 1168220.90 765782. 16 
2094571.00 2354322.00 4448893.00 40 10 30 1996819.00 2632055.00 

47S 22S 2SO 

-

5414244.78 40 
21 1209 1.83 20 10 
1530863.00 20 10 10 
1668512.00 20 10 10 10 
2038748.04 20 5 15 30 
5481939.00 40 20 20 40 
1726278.00 20 10 10 15 
9183380.00 40 20 20 40 
2756217.00 30 10 20 40 
495363.96 5 0 5 10 

2400913.00 20 0 20 20 

2024275.00 20 10 10 20 
4833165.46 40 20 20 40 
6323705.75 40 30 10 
1300258.00 10 5 5 
5473032.00 40 30 10 
1934003.06 20 10 10 I 
4628874.00 40 10 30 

SSS 270 28S S3S or 
~ S.35 
crore 
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' •lllh' ot 
I 1111, 

• • 
Ali rti 
DEO 
Allahabad 
DEO 
Badaun 
DEO 
Bareill 
DEO 
Bi'nore 
DEO 
Firozabad 
DEOGB 
Na ar 
DEO 
Ghaziabad 
DEO 
Gorakh ur 
DEO 
Kan ur 
DEO Kheri 
DEO 
Lucknow 
DEO 
Meerut 
DEO 
Morada bad 
DEO 
MuzafTar 
na 
DEO 
Ra 
DEO 
Saharan ur 
DEO 
Unnao 
DEO 
Varanasi 

Total 

,11, 111 

I in'lhT 

lm l l 
h ,,, ., ., 

5 

13 

17 

5 

4 

35 

10 

16 
2 

19 

12 

17 

2 

10 

0 

21 
195 

!Oii"' .llN 

Um· l o l 1t l '\11. 111 

I in·nn· I i n ·nn lin·nn· 

h'l'' P"' l l ' l ' \ 1101 11111 I 
11 · ~h n ·rd\t·tl h hr"' 

110000 550000 4 

110000 1430000 13 

85000 85000 

110000 1870000 18 

85000 425000 5 

85000 340000 4 

11 0000 3850000 42 

110000 1100000 I I 

110000 550000 5 

110000 1760000 16 
85000 170000 2 

11 0000 2090000 21 

110000 1320000 II 

110000 1870000 17 

110000 220000 2 

85000 85000 

110000 1100000 9 

85000 0 0 

11 0000 23 10000 22 
21125000 204 

APPENDIX-XII 
Sale of beer without depositing the beer bar licence fees 

(Reference Para No. 3.8.11.4) 

!OOH 111J !llll'L 111 ! UIO II ~ 11 1 1 I' 

lhh· l o1t1I \11 . nl lh ll' 10 1111 \11 . ul l> tll' l ut ,11 \ u. ul lhu· 1111111 

ltn ·un· I in·nn · I 1rr1H' l' I 1n ·11n· I in-nn I IHlhT l i H lll T I HTlh' l ' l il" l"l1 l"l' I IH ' l hT I 1n ·un· 
h 'l ' \ l'l ' I k n 11111 1111 II h 'l' \ Jll' I kt' \ 1101 1111 11 ln'\jll' I l t'l' \11 111 10 1 I I kn Jh'I l1·n 11111 

II ".' h tt•n •i H·1I 11 fir "".' II ~h h 'f\' l\l' li , , ht' ~ I I ' h ll'lTi\ t'll h ·h1· ' "1 11 · "h ll'rt' l \ l't l 

110000 440000 4 110000 440000 4 11 0000 440000 150000 750000 

110000 1430000 13 110000 1430000 14 110000 1540000 14 150000 2100000 

85000 85000 85000 85000 85000 85000 100000 100000 

110000 1980000 18 110000 1980000 18 110000 1980000 19 150000 2850000 

85000 425000 5 85000 425000 5 85000 425000 5 100000 500000 

85000 340000 4 85000 340000 4 85000 340000 6 100000 600000 

110000 4620000 53 II 0000 5830000 58 110000 6380000 65 150000 9750000 

110000 1210000 12 110000 1320000 17 110000 1870000 23 150000 3450000 

110000 550000 11 0000 550000 11 0000 550000 150000 750000 

110000 1760000 19 110000 2090000 19 11 0000 2090000 19 150000 2850000 
85000 170000 85000 170000 3 85000 255000 3 I 00000 300000 

110000 2310000 23 110000 2530000 23 11 0000 2530000 29 150000 4350000 

110000 1210000 II 110000 1210000 11 110000 1210000 12 150000 1800000 

110000 1870000 17 110000 1870000 17 110000 1870000 17 150000 2550000 

110000 220000 110000 220000 2 110000 220000 2 150000 300000 

85000 85000 85000 85000 85000 85000 2 100000 200000 

110000 990000 9 110000 990000 11 110000 1210000 11 150000 1650000 

85000 0 0 85000 0 0 85000 0 100000 100000 

110000 2420000 24 110000 2640000 24 110000 2640000 25 150000 3750000 
22115000 223 24205000 237 25720000 264 38700000 

,. 

!ttl ~ 11 

\ 0.111 lltH' 

I hTlh·1· I llT ll\"l' 

Im 11 h •t•\ l h 'I 

h fu· ., II 7h 

7 150000 

15 150000 

100000 

19 150000 

100000 

6 100000 

61 150000 

23 150000 

150000 

0 0 
4 100000 

29 150000 

13 150000 

17 150000 

2 150000 

2 100000 

11 150000 

100000 

26 150000 
247 

I O l il l t .1.111tl 
I iHlh .'l ' l olul 

k t' \ ll lll 

n ·n·l\t·t l 

1050000 3670000 

2250000 10180000 

100000 540000 

2850000 13510000 

500000 2700000 

600000 2560000 

9150000 39580000 

3450000 124-00000 

750000 3700000 

0 10550000 
4-00000 1465000 

4350000 18160000 

1950000 8700000 

2550000 12580000 

300000 

200000 

1650000 

100000 

3900000 
36100000 

1480000 

740000 

7590000 

200000 

17660000 
167965000 
orn6.80 

crore 

-
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SI. No. Name of Units 

I. OEO, Al igarh 

2. OEO, Ba"'1oat 

3. OEO, Barcillv 

4. DEO, Bijnore 

5. OEO, Budaun 

6. OEO, Firozabad 

7. OEO, GB Nagar 

8. OEO, Ghaziabad 

9. OEO, Jaunpur 

10. OEO, Kanpur 

I I. OEO, Kheri 

12. 0£0, Meerut 

13. DEO, Moradabad 

14. OEO, Muzaffarnagar 

15. DEO, Ramour 

16. DEO, Saharanpur 

17. OEO, Shahjahanpur 

18. OEO, Unnao 
19. 0£0, Varanasi 

TOTAL 

APPENDIX- XIII 
Non forfeiture of security deposit due to over rating 

(Ref erence Para No. 3.8.12) 

Per iod Number Number of Penal!) Penal!) 
of cases r epeal cases imposed ra nge 

201 1-12 32 0 37150 300-2000 

2009-10 to 2011-12 168 25 546650 50-5000 

2009-10 to 2011- 12 83 I I 160200 200-5000 

2009-10 to 2010- 11 21 s I 55 118000 500-5000 

2009-10 to 2011- 12 104 19 24 1000 1000-5000 

2007-08 & 2011- 12 3 0 2000 500-1000 

2009-10 to 2011-12 128 26 387500 200-5000 

2009-10 to 201 1-12 19 I 95000 5000 

2010-11to2011- 12 34 0 96500 2000-5000 

2010-11 t0 2011- 12 249 65 436200 100-2000 

2009-10 to 201 1-12 69 8 118500 1500-2000 

2010-11to2011- 12 73 7 365000 5000 

2010-11to201 1-12 7 1 18 355000 5000 

2009-10 to 201 1-12 78 7 372500 1500-5000 

2009-10 to 201 1-12 105 8 139600 250-5000 

2009-10 to 201 1-1 2 66 8 202000 1000-5000 

2009-10 to 201 1-12 49 13 14 1400 200-5000 

2009-10 to 2011- 12 3 1 4 59800 500-3500 
2007-08, 2009- 10, 30 2 84800 iOO-

20 10-l 1 & 2011- 12 IOOOO* 
1610 277 3958800 50-10000 

Note : ~ I 0,000 penalty imposed in a srngle case. 

185 

Appendices 

Fnrfritorable 
deposited 
secur il) 
deposit 

10744820 

3974853 1 

36596930 

53377140 

27263267 

866550 

35798640 

12430173 

8622815 

82779925 

7594056 

36974713 

49255352 

14284826 

74 1230 1 

259 16950 

9647 193 

6740047 
11326044 

477380273 
od'47.74 

cr or c 



Audit Report (Reve11ue S ector) for the year ended 31 March 2013 

SI. ,0. 

I. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

'amc of 'car \rca of 
unit (;odO\\ll 

(in Sq 
mtr) 

Aligarh 2007-08 227.57 

2008-09 227.57 

2009-10 227.57 

201 0-11 227.57 

2011- 12 227.57 

Allahabad 2007-08 735.63 

2008-09 293.68 

2009-1 0 409.66 

2010- 11 28 1.6 1 

2011- 12 286.61 

Bareilly 2007-08 43 

2008-09 43 

2009- 10 43 

2010-11 43 

201 1-12 N.A. 

Jaunpur 2007-08 163.33 

2008-09 82.29 

2009-10 163.33 

2010-11 163.33 

2011-12 163.33 

Kberi 2009-10 78.8 

2010-11 78.8 

2011-1 2 78.8 

Lucknow 2009-10 N. A. 

2010-1 1 N. A. 

201 1-1 2 N. A. 

Rampur 2007-08 427 

2008-09 427 

2009-1 0 427 

2010-11 427 

2011-12 427 

Unnao 2007-08 75.79 

2008-09 75.79 

2009-10 75.79 

2010-11 75.79 

2011-1 2 75.79 

Varanasi 2007-08 598.29 

2008-09 158.92 

2009-1 0 286.71 

2010- 11 286.71 

2011-12 286.71 

8420.34 

APPENDIX-XIV 

Godown expenses 
(Reference Para No. 3.8.15) 

.!!ill.i.1!.t!. 
Consumption Rate of Godcmn \\arc 
of< Lin BL i:odcmn l''pcnscs house rent 

(.'t>"o \ / \) l'\pl"nSl'S n·cciwd paid to the 
allO\\l'd b) \\hole dcptt. 
per BL sellers 

5212598.00 1.30 6776377 61359 

5 134295.00 1.39 7196670 61359 

5576447.00 1.39 7751261 61359 

5722628.00 1.39 7954452 6 1359 

5800255.00 1.53 8874390 6 1359 

5223475.00 1.30 67905 17 474924 

52 14285.00 1.39 7247856 227590 

5348746.00 1.39 7434756 290040 

55 16682.00 1.39 7668 187 222060 

5586257.00 1.53 8546973 243936 

5791574.00 1.30 7529046 162300 

6052284.00 1.39 8412674 82560 

6544324.00 1.39 90966 10 82560 

6737915.00 1.39 9365701 82560 

6805320.00 1.53 104 12139 165000 

3744326.56 1.30 4867625 52728 

3936165.55 1.39 5471270 37645 

4231079.3 1 1.39 5881200 52800 

4286404.36 1.39 5958102 52800 

4330988.18 1.53 6626412 52800 

1706206.80 1.39 237 1627 113472 

1763644.37 1.39 2451466 113472 

1780916.89 1.53 2724803 113472 

12347556.59 1.39 17163 104 825000 

12690198.03 1.39 17639375 825000 

13 124903.48 1.53 2008 11 02 990000 

1698025.00 1.30 2207432 99240 

1807044.00 1.39 251 1791 99240 

1939275.00 1.39 2695592 99240 

1979339.00 1.39 275 1281 99240 

2014346.00 1.53 308 1949 99240 

2937913. 16 1.30 3819287 15636 

312 1805.23 1.39 4339309 15636 

3381885.90 1.39 4700821 13250 

3434529.08 1.39 4773995 15900 

3469871.00 1.53 5308903 15900 

6749957.21 1.30 8774944 402484 

66343 13.83 1.39 9221696 123 120 

6939283.99 1.39 9645605 197592 

7248434.1 1 1.39 10075323 222 120 

732 11 29.56 1.53 11 201328 222120 

210886627.19 297402953 7309472 

Average Arca :- 8254.26 I 41 = 223.0881 sq. m. 

186 

(In ~) 

~ ExpcnS<'s Difference 

Sal:ir) of lolal in pa 

number (.'('Ill 

of aJ_!ainst 

cmpln)L'l's n·cipts 

appoint<·d 

2 to4 61359 0.91 67 150 18 

2 to4 61359 0.85 71353 11 

2104 6 1359 0.79 7689902 

2 to4 6 1359 0.77 7893093 

4 6 1359 0.69 8813031 

2 to4 474924 6.99 63 15593 

2 to4 227590 3 .14 7020266 

2 to 4 290040 3 .90 71447 16 

2 to 4 222060 2.90 7446127 

2 to 4 243936 2.85 8303037 

9 162300 2. 16 7366746 

2 82560 0.98 8330114 

2 82560 0.91 90 14050 

2 82560 0.88 9283141 

2 165000 1.58 10247139 

2 to 4 52728 1.08 48 14897 

2 to 4 37645 0.69 5433625 

4 52800 0.90 5828400 

2 52800 0.89 5905302 

2 52800 0.80 6573612 

3 11 3472 4.78 2258155 

2 113472 4.63 2337994 

2 113472 4 .16 261 133 1 

4 825000 4.81 16338104 

4 825000 4.68 168 14375 

4 990000 4 .93 19091 102 

2104 99240 4.50 2108192 

4 99240 3.95 2412551 

4 99240 3.68 2596352 

4 99240 3.61 2652041 

4 99240 3.22 2982709 

2 to4 15636 0.41 3803651 

2 to4 15636 0.36 4323673 

2 to 4 13250 0.28 468757 1 

2 to4 15900 0.33 4758095 

4 15900 0.30 5293003 

2 to4 402484 4.59 8372460 

2 to4 123 120 1.34 9098576 

4 197592 2.05 9448013 

2 222120 2.20 9853203 

2 222120 1.98 10979208 

7309472 290093481 

I 



SI. '.\n. '.\:um· nf I hl· 
Ollk1· 

AR TO Ambedkar 
Nagar 

2. ARTO Auraiya 

3. ARTO Badayun 

4. ARTO Bagpat 

5. ARTO Bahrnich 

6 . ARTO Balrampur 

7. RTO Banda 

8. ARTO Barabanki 

V<·hirl1· h~· "hid1 l h•· 

APPENDIX-XV 

Non- imposition of penalty on the vehicles carry ing excess load 
(Ref erence to Para No. 4.13) 

;\Jinl•r:.tl c:arril·d 1'1·1i111I durini: " hir h Ln:ul ca r ri<•d hy Load p(·rmilkd Load rarrird in 
l' \ t'l''' load \\mo l':u-r·iL•cl lh<· ov<•r loach·cl Ill<' vehicl<·s 111icd lo h<• ca1·r ird '" excess of 

w hiclcs pli<·d (i n lonm· a lkr I"'' IH s of pl·rmi" ihlc limit 
convt·r"Sion from v<·hiclcs (i n lonnc) 

111 ' ) (in tonne) 
Tractor (4 wheel sand I 2/20 11 and 03/20 I - 6 5 25 0 75 

Truck of I 0 wheels sa nd 03/2011 and 04/ 2011 30 19 II 

Tractor ( 4 wheel) sa nd 
03120 I 0. 05/20 I 0 and 

6 5.25 0.75 
0612010 

Truck of 
sand 03/2010 and 06120 10 24 13 II 

6 wheels 
Tractor ( 4 wheel) sand 06120 II 6 5.25 0.75 

Truck of I 0 wheels sand 
10/2010. 1212010, and 

24 19 5 
0612011 

Tractor sand 
12/2011, 0 1/ 2012, 

JO 5.25 4.75 
03/20 12 04/20 12 

Truck o f 6 wheels sand 0 1/2012 and 04/20 12 20 l3 7 

Truck of I 0 wheels sa nd 
0 1/20 12. 03/20 12 and 

40 19 2 1 
04/2012 

Tractor sand 
11/2010, 12/2010, 

6 5.25 0.75 
02120 11. 

Tractor sand 
12/20 11. 0 1/2012. 

6 5.25 0.75 
08/20 12, and 10/20 12 

Truck of 6 wheels sa nd 06/ 20 12 and 10/20 12 20 13 7 
Truck of I 0 wheels - sand 09/2012 and 10/20 12 30 19 I I 

Tractor sand 
12/2011, 0 112012 and 

8 5 .25 2.75 
0212012 

Tractor Boulder/Gilli 
02/ 20 11 to 12/ 20 I I and 

6.8 5.25 1.55 
10/20 12 

Truck of 6 wheels sand 02/2011 and 05120 11 28 13 15 
Truck of I 0 wheels sand 04/2011 24 19 5 

Tractor sand 
08/2012, 0912012 and 

6 5.25 0 .75 
I 0120 12 

Truck of 6 wheels sand 0912012and01 /2013 24 13 II 

3 Load permitted to be carried as per RCs has been taken as Maximum oermjssjble Lru!m. W~:: Gro's Vehiclt! Weight (GVW) 111i1111s Un Laden Weight (UL W) 

(Jn ~) 
Pena lty Numbe r of Amount of 

im1msahlc on vchicl<·s pe nall y 
ead1 vc hide I imposahlc h ut 

not imposed/ 
realized 

3000 40 120000 

13000 70 9 10000 

3000 74 222000 

13000 100 I 1300000 
'---

3000 22 66000 

7000 200 1400000 

7000 149 1043000 

9000 109 981000 

23000 118 2714000 

3000 12 36000 

3000 8 1 243000 

-- .?QOO 109 981000 
13000 120 1560000 

5000 110 550000 

4000 37 148000 

17000 108 1836000 
7000 100 700000 

3000 55 165000 

13000 95 1235000 



oc 
oc 

SI. No. Name of the Vehicle by which the Mineral carried Period during which Load carried by Load permitted Load carried in Penalty Number of 
Office excess load was carried the O\'erloaded the vehicles plied to be carried as excess of imposable on vehicles 

vehicles plied (in tonne after per RCs of permissible limit each vehicle 
conversion from vehicles (in tonne) 

m') (in tonne) 
9. ARTO 

Truck of I 0 wheels ordinary earth 02/2011 20.41 4 19 1.41 4000 47 Bulandshahar 
10. ARTO Farukbabad Tractor sand 0212011 6 5.25 0.75 3000 100 
II . ARTO G.B.Nagar 

Truck of 6 wheels sand 03/2012, 04/2012 and 24 13 I I 13000 98 
05/2012 

12. RTO Gorakhpur 
Tractor sand 03/2012. 04/2012 6 5.25 0.75 3000 104 

05120 12 and 07/2012 
13. ARTO Kanshiram 03/20 10, 04/2010. 

nagar Tractor sand 08/20 I 0, 09/2010 and 6 5.25 0.75 3000 130 
10/2011 

14. ARTO Tractor sand 06/2012 and 07/20 12 6 5.25 0.75 3000 110 
Kushinagar 

Truck of 6 wheels sand 10/2012 14 13 I 3000 50 

15. ARTO Lalitpur 
Tractor Boulder/Girti 

09120 II. I 0/201 I. 6 5.25 0.75 3000 50 
11 /2011 

08/2012, 09/2012, 
Truck of6 wheels sand 10/2012. 11 /2012, 20 13 7 9000 200 

12/2012 and 01/2013 

Truck of 6 wheels Bouldcr/Gini 
10120 12. 11 /2012. and 

16.62 13 3.62 6000 100 
12/20 12 

16. ARTO Maharaj 02/20 I I. 03/20 I I, 
Ganj Tractor sand 04/201 I, 051201 1, and 6 5.25 0.75 3000 105 

06/2011 
03/20 I 0, 04/20 l 0. 

Truck of 6 wheels sand 05/20 10, 06/2010 20 13 7 9000 133 
07120 11 and 08/20 I 0 

17. ARTO Mainpuri Tractor sand 09120 11 and I 0/20 11 6 5.25 0.75 3000 85 
18. ARTOMau 08/2009, 11 /2009, 

Tractor earth/ sand 03/20 10, 04/2010 6 5.25 0.75 3000 66 
07/20 10, and 09/20 10 

Truck of 6 wheels sand 04/2010 24 13 11 13000 76 
19. ARTO Pratapgarb Truck of 6 wheels sand 04/20 12 18 13 5 7000 48 
20. RTO Sabaranpur Truck of 6 wheels sand 09/2012 20 13 7 9000 100 

Truck of I 0 wheels sand 09/2012 40 19 I 2 1 23000 75 
21. ARTO Sant 

Truck of 6 wheels sand 
02/2009 to 07/2009, and 

18 13 5 7000 162 
Ravidas Na!!ar 09/2009 to 12/2009 

22. ARTO Sitapur Tractor sand 10/2011 8 5.25 2.75 5000 18 

4 Load permitted to be carried as per RCs has been taken as Maximum ennissible Laden Weight :: Gross Vehicle Weight (GVW) minus Un Laden Weight (UL W). 

Amount of 
penalty 

imposable but 
not imposed/ 

reali7.ed 

188000 

300000 

1274000 

312000 

390000 

330000 

150000 

150000 

1800000 

600000 

315000 

11 97000 

255000 

198000 

988000 
336000 
900000 

1725000 

11 34000 

90000 



SI. "o. :'l:amc or the Vehicle h) which the Mineral carried Period durini: \\hich Load carried by Load J>crmittcd Load ca rricd in Pe nalty '\umber or Amo unt or 
Office excess load \\as carried the overloaded the vc hicles plied to he carried as excess or imposable on \ Chicles prnalt) 

vehicles plied (in tonne arte r pe r RCs or pe rmissible limit cac h \ e hie le imposable but 
conve rsion from \'Chicles (in t onne) not i mposcdl 

m ') (in t onne ) realized 

Truck of 6 wheels sand 
09/2009, 10/2009 and 

24 S13 I I 13000 12 156000 09/2011 
Truck of I 0 wheels sand 09120 11 24 19 5 7000 8 56000 

23. ARTO Unnao Truck of 6 wheels ordinary earth 05/2012 and 06/2012 15.3 .13.. 2.3 5000 50 250000 
Truck of 10 wheels ordinarv earth 07/2011 and 12/2011 20.4 .. 19 1.4 4000 4 16000 
Truck of 10 wheels ordinarv earth 07/2011 and 12/2011 22.12 19 3. 12 6000 34 204000 
Truck of I 0 wheels ordinarv earth 07/2011 and 12/2011 23.8 19 4.8 7000 32 224000 

Total 3706 29748000 

5 Load permitted to be carried as per RCs has been taken as Maximum permissible Laden W~:: Gross Vehicle Weight (GVW) minus Un Laden Weight (ULW). 



:i:.. -~ 
APPENDIX XVI -· ... 

::r:i 
Non realisation of roya lty and interest from brick kiln owners ~ 

Q 

(Reference to Para No. 6.5) ~ 

( ~ In lakh) ~ 
"' -0:: 

~ 
~ 

SI. Name of Total 2009-111 2010-11 2011 -12 21112-D Total Total Total 
No. District no. of lloynlty lnkrest Amount 

Orick No. of lfoyalty lntcn.•st No. of ltoyalt y Interes t No. of l(oynlty Interest ft1 • !\lo. of lloyulty lntcn•st 

VJ 
"' (') ... 
Q 

l<llns brick (ti! 18%1 brick (tJ. 24% bric I< 24% 11.a hricl• (ti· 24°/,, 
kiln' p.11 from kilns p.a fnnn kilns from kilns p.11 from 

30.0(1.2009 15.01.2011 15.12.21111 15. 12.2111 2 
..:::.. 

~ ... 
::::-
"' ~ 4 1 15.52 4.81 20.33 ::. 

to to to 31.03.13 to 
31.03.13 31.03.13 (15~5 .11.113. 13 

(45 (26.5 Months) (3.S 
Months) Months) Mouths) - mm ····~ . ~ .. .. 

mlll ·- - --- ---
Aurai a 89 48 25.44 48 25.44 73.44 

..., 

4. Azam •arh 13 3.43 1.06 3.43 1.06 4.49 ~ 
5. Badayun 14 14 6.82 2.11 6.82 2. 11 8.93 

~ 

"' 6. Ba 48 4 2.07 1.4 44 24.93 7.73 27 9.13 36.13 
~ 

t ...... 

Imm 

7. 13allia 17 17 4. 18 1.3 4.18 1.3 5.48 -- 8. Bairam ur 7 7 1.92 0.59 1.92 0.59 2.5 1 :t:: \0 
9. Barabanki ::. C> I I I I 4.6 1.43 4.6 1.43 6.03 ..., 
10. Bulandshahar 57 10 5.13 3.46 2 1 10.66 5.65 26 13.25 4.11 29.04 13.22 42.26 

(') 
::::-

II . Chandauli 125 125 46.48 14.41 46.48 14.4 1 60.89 N 
12. Fateh ur 83 83 31.05 9.63 3 1.05 9.63 40.68 

~ ._ 
13. GautamBudh 205 37 20.34 13.73 84 47.05 24.94 84 47.06 14.59 114.45 53.26 167.7 1 ...... 

Na ar 
14. I lathras 30 30 16.07 4.98 16.07 4.98 2 1.05 

4 4 1.48 0.46 1.48 0.46 1.94 
8 8 3.31 1.03 3.31 1.03 4.34 
2 2 I.OJ 0.32 1.03 0.32 1.35 

150 150 33.66 10.43 33.66 10.43 44.09 
Mau 150 150 36.68 11.37 36.68 11.37 48.05 
Moradabad 145 145 75.32 23.35 75.32 23.35 98.67 

21. Pil ibhit 19 19 9.64 2.99 9.64 2.99 12.63 
22. Saharan ur 65 65 49.56 3.47 49.56 3.47 53.03 

Total 1637 SI 27.54 J!l.59 37 1
1 

200.15 106.08 I ISO 470.87 145.97 65 49.56 3.47 748. 12 274.11 1022.23 
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