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PREF. \TOR\' RFMAJ~K 

'lhc \udit Rcpon 0t1 Rc\c1111e Receipb o1 the GO\­

cnime111 ol Llll,11 Pratlc ... li fot Lhc )Car l!Jl'\5-86 ts 

prc~cnLecl in Lhi-, ~cparalc \Olumc . The matciial rn 

th <· Report has been arr;11lgtd in the lollo'\ ing order: 

(i) Chaple1 I deal-. with uencb of rcwnue re­

ceipt'>. classifying L11cm broadly undet ta:-.. re\'enur 

a11d llOll-La;.. l'C\C'OllC . rhe \<1natt0l1S betwee11 

the Budget estim.nc~ a11d annal in respect o[ the 

p1 incipal head-, or rc,·enue. the position of arrcan 

o[ 1e\em1e etc. ate also di~l'll\ eel i11 this cbap1c1 

\ii ) Chdpters ~ to 9 -.c·t out < cn:1i11 GtSC''> and 

poinh of i11tercst ,\)1ich 

the audit of ~ale~ I a"\... 
came to notice during 

~late 1'">--ci'>c. Taxc'> on 

\ 'ch ides, (,ooch and Pa-,se11gcrs, Stamp Duties and 

R egistration Fees. ' J a'{ 011 the P11rcl1a;,c of Sugar­

cane. Land Rc\cune. ElecLricit) Dntv and Non­
Tax Receipts . 

( vii ) 
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l98'-84 1984-85 198)-86 
On crores of rupee~) 

992. 10 1140.17 1291.41 
404.75 384.39 523.90 

1396.85 1524.56 1815.31 
- - -

68'.!.l'.! 961.66 1234.59 

576.45 658.72 826.96• 
--- ---

Total .. 1258.57 1620.38 2061.55 
*For detai ls. please see Statement No. 11- Delailed :(ccounts of, Revenue 

hy Minor Hearl~ in the Finance Accounts of Government of Uttaf Pradesh 
198'·86. 

13 A.G.-1 
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Jl l !owl rcccipl\ ot 
the ~tt'llC II • Ill 2655.42 3144 94 , 876.86 • 

lV, l'er.:cntage 0f I 
• to Jll 53 48 47 

(/1 ) Ta3 ret1e nu c m 1sed bv t lw Stat 1' 

Receipt-; from tax reven ue comtitnlecl '71 per cem 
of the S1 atc·!'I 01rn rcYen uc receipts duriug the ~·e:1r 
J 985-811 as comp:uecl to th e CCHTe ponding figure of 
78 per cc11L du ring the pn:~\· tom ~ra 1 . There wa. an 
O\.erall increase of l ~~ per cent over l he rece ipt~ of I he 
p revious year. An an a ly~ i s of L:1:x rc\'en 11 e for tlt e 
ye<lr l~HF> -8n and for the precccl in g- two vcar<i is given 
below : 

Lund Revenue 

~ Stamp> and Regh-
1r~1 ion Fee< 

1. St:ltt· 13.xci~c 

4. Sule~ Tax 

5. Ta~ on Purchase 
of Sugarcane 

6. T.u OJI Sale of 
Motor Spirits and 
Luhricams 

7. Taxe, o n Vehicb 
8. Taxc' on Good;. and 

Pas<;engers 

9. Ta~e' t'lnd Dutrc' 
on Electricity 

10. Other Taxe' a nd 
Duties on Co.,-imodities 
an<J: Services 

Total .. 

• 

1'183- 4 1484-85 198~- 6 Increase ( ... l 
or 

decreas.: (-) 
in 1985-86 

with 
reference to 
1984 85 

(In crorc' of r upecs) 

34.86 24.11 27 92 ( I- ) 3.81 

IOCl .70 11s.n 149.98 ( 1 1 31 .26 

130. 19 180.80 173.67 (- ) 7. 13 

460.1 3 :527.23 628.23 ( + ) 101.00 

27.73 30.45 2'.l.78 (-) 6.67 

63.28 73.2'.l 82.26 ( + ) 9.03 

'.\3.23 40.08 42.45 (+) 2.37 

67.85 76.4'.l 84 27 ( + ) 7.84 

15.03 17.85 30.79 (+) 12.94 

50.lO 51 27 48.06 (- ) 3.21 

---
992.10 1140. 17 1291 41 (+) 151.24 - --

• 

I 
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/ 

• 

• 
• 

' 
( 3. ). 

There \\'a~ shortfall of 22 per cent in receipts under 
the head 'Tax. on Purchase o( Sugarcane', as compared 
LO ti~ receipt!> oE the previous year ; reason s for shon­
fa JI a re ~nrni ted from Lhe departrnen L ( J\1arch 1987) . 

(c) No11-ta .I' reventle of the Stale 

Interest Receipts, Mi cellaneou · General Services, 
Educ;:itio11. ~Iinor Irrigation , Soil Conservation and 
Arca D evelopment, Forest and lrrigation , Navigation, 
Drainage and Flood Control Projects were the principal 
sources of non -Lax revenue of the State. 

R cceipb Crom non-tax revenue constituted 29 per 
ceut of th e revenue r aised by the State during the year 
l 98:'5-86. [t registered an in crease of 36 per cent over 
the r ecei pts of the previou s year . An analysis of non­
tax re\ en ue for the year 1985-86 and for Lhe preced­
ing two year~ i~ gi,·en below 

I . lnterest Receipts 

2. Miscellaneous General 
Services 

3. Education 

4. Socia l Security and 
Welfare 

5. Minor Irrigation , 
Soil Conservation 
and Arca Development 

1983-84 

(Tn 

151.19 

25.11 

12.70 

26.79 

12.53 

6. Fore;,t 55.22 

7. Irrigation, Naviga- 39.41 
tion , Drainage and 
Flood Cont rol Projects 

8 Other~ 81.80 

Total . . 404.75 

1984-85 

crores of 

160.77 

33.06 

13.46 

0.88 

14.05 

60.85 

27.39 

73.93 

384.39 

1985-86 Increase ( +) 
or 

decrease (-) 
in 1985-86 

with 
reference to 
1984-85 

rupees) 

180.00 (+) 19.23 

57.00 (+ ) 23.94 

lJ.'01 (-) 2 .45 

1.88 (+ ) 1.00 

23.25 (+ ) 9.20 

55.95 (-) 4.90 

107.01 ( +) 79.62 

• 87.80 <.+) 13.87 

-·- ---
523.90 (4' 139.51 - --

• 

• 

' 
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R eceipts tii1 <ler the bead 'Social Seturit 'y aud \Vcl­
fore' \\ enl do \rn from R . 2ti . 79 c"rore~ i n l !) 8~-l:H LO 
R s. 0.8~ crore i 11 I \184 -8.) and R s. 1.88 crorcs in •rns5-
8ti; horrfall in 1-eceip L of the Educatio n D epartmen t 
was abo c:ouiderabk (1 per cen t) . !"here w;L'>. on 
the 01hcr hand. phenomena l .1 i ~e (more tha11 !lOU per 
cen l) in rece ipts from ·1rriga tio1 1, 0J;H·igation, Drai n­
age a11d Flood Co111 rol Projec1s· . R easons for vari a­
Lion1i arc <l\\·ai1ed (.\larch 1 9~7) . 

1.3. Variations between Budget estimates and actuals 

(a) The ,-ari::11io11 !> bc1 \\"eeu Budget estimace~ and 
actuals of t.::i.x revenue and non-tax revcn.11e chll'ing 1 l1 e 
year J 98.) -86 a rc g i' en bclO\r: 

A. ·rnx rcVCllll\$ 

B. Non-tax revenue 

Budget Actu.11< \ 'a riatioo P~rceotai:.e 

c~u 111at~s Increase ot v~rintion 
( + ) / Shon-
fnll(-) 

(In c ro re> of 1 upee~) 

J 163.40 129 1 41 

438.34 523.90 

( ) 128.01 

( + ) 85.56 

10 

19 

(b) fhc break-up of the ,·a ria tiou~ under the pr inci-
p al b ead~ of revenue is g i,·en below 

H t'l<'IH rc Head 

(I ) 

A- T<1x r e1·e11ue 

l. Land Revenue 

2. Stamps and Regj,u·ation 
Fee' 

3. State Excise 

4. Sak' Tax 

S. Tax on Purchase .or 
Sugarc~ne 

I • 

6. Tax •on Sale of M otor 
Spirit' and Lubricants 

• 

Budget Aclu:i ls 

e~t imak• 

(2) (3) 

35.24 27.9:1. 

120.39 149.98 

180.00 173.67 

535.4 1 628.23 

~ 1. 17 23.78 

7004 82.26 

Variation Percentage 

lncrc:1>c of 1·ariation 
(+ )/Short -
fall(- ) 

(4) (5) 

(-) 7.32 21 

(+) 29.59 25 

(-) 6.33 3 

(+) 92.82 17 

( + ) 2. 61 10 

(+) 12 22 17 

• 

• 
• 
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• • . (I) (2) (.1) (4) (~l 

7. Ta.x.::~ on Vchide' 40.Jo C .45 ( 1 ) 2.09 5 
• 

8. Taxe_, o n Goods 77. 24 84 27 C+) 7.03 9 
::ind Pas;cngers 

9. Taxe-, 31ld Duties 28.08 30.7'1 ( ~ ) :C .71 10 
Oil Electricity 

10. 0 1hcr Taxes and Du tic<: 55.41 48.06 (- ) 7 - ~ ' l l 
o n Commodilie• and Services 

B- f\'011-tax r e1·em1<' 

II . Jntcrc ·1 Receipt• 145.9~ 180.00 ( j ) 34.08 '.?.3 

12. M 1»ecllanco11s (jcncral 40.Q4 57.00 (+) 16.06 39 
Service• 

1.1 . E::ducat on 17.49 11.01 (- 1 6.48 ~7 

14. Minor h riga tion. Soil 16.94 23 .'.?.5 ( + ) 6.3 1 37 
Conservation and Arca 
D evelopment 

15. Forest 62.42 55.95 (- ) ti.47 10 

16 Irrigation . Nav1~a11on. 60.02 107.01 ( ~ ) 46.nQ 78 
D ra ;nage ::ind Flood 
Contro l Project< 

The au ual rece ipts fell liort of rl1c budgc1 C''limate' 
_j by more than 10 pc1· cr11t u11tler ' l.and R e\·Cn ne', 

'Other T axes a11cl Dul ies on Con1111oditic-; ;md Sen·ice-;' 
and 'Fd uc llion · . Th <> act u;i I rcce i pis increased by 
more I hall ] () pe r Ct'll I as com parrd to lrnclgct e-;t irnale5 
u1Hler 'Sta mp" and Regi~11a t ion Fee~·, 'Sak s Tax·. 
'Tax on Sale of :\l n tor Spirits and L11 hr ica11 L!> . . 
' f 111 e 1 e~ 1 ·. ' \f i~celb1H·rn" Gene1a l Srnicc< . ' i\ l inor 
L1 ria;a1i011. Soi l Conserv:1tio 11 :rnd Arca Development' 
a11d ' I 1 rl !.!;at io11. NaviQ,atio11 . Drainage a11d flood Con­
trol Projec t:. '. Rcaso11s fo r 1hesc wide Yar iationc; .l :·f' 

~rn·a it ccl frnrn t.li c departmen t<; co11('crnecl (M::irch 1 ~)87). 

1.4. Cost of collection • • 
• 

Expcndi1ure i11 c11rred 111 collectinp; the rece ipt~ un-

der the prin cipal heads of revenue during the d1ree • \ 
,-e~irs 198.'l H..J to 108.?-86 is gi,·en bclm,· : 

• 



Revenue Head 

(J) 

1. Land Revenue 

2. Sales Tax 

3. Taxes on Vehicles 

4. Other Taxes and D uties 
on Commodities and 
Services-

(a) Entertainment Tax 

(b) Electricity Du ty 

(c) Taxes on Goods and 
Passengers 

( 6 

Year 

(3) 

1983-84 

1984-85 

1985-86 

1983-84 

1984-85 

1985-86 

1983-84 

1984-85 

1985-86 

1983-84 

1984-85 

1985-86 

1983-84 

1984-85 

1985-86 

1983-84 

1984-85 

1985-86 

1.5. Arrea1·s in assessment 

Gro;s 
collec-
ti on 

(3) 

( In crotCS 

34.86 

24.11 

27.92 

460.13 

527.23 

628.23 

33.23 

40.08 

42.45 

50. 10 

51.27 

48.06 

J ~J .03 
11.85 

30. 79 

67.85 

76..13 

84 . .27 

Expenditure l'e1f cntagc 
on collec-
lion 

(4) 

of rupees) 

221 1 l 

22.67 

26.93 

9.95 

11 .50 

14.12 

0.94 

1.17 

1.1 7 

0.60 

0.82 

I. I 7 

0.52 

0.63 

0.67 

0.89 

0.66 

of 
cxpcnd i· 
turc to 
gro;s 
collec-
lion 

(5) 

63 

94 

96 

2 

2 

2 

3 

3 

3 

2 

2 

~ 

4 

2 

0.21 Negl igible 

(a) The number of assessment~ fin a lised by the 
Sales Ta:'- Depahment during the asse sment years 
I 98~ -8.l)e and J 98:) -86 and the assess me n ls pending 

1 
fin ali sation al the en cl of M arch . as r eported by th e 

department are ind icated belo-w : 

• 

• 

• 
• 
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(i) • Assessments. to be completed 

IQ84-85 

Pend ing case· 

c_ urrcn1 ca~c' 

Remand case~ 

4.41 ,359 

2.53.983 

7.861 

Total . . 7.03,203 

( ii ) AssCS!>rn cnts completed 
Pending case~ 1,49.845 

Current case~ 19.612 

Remand case5 5.054 

Total . . l ,74 .5tl 

1985-86 

5.82 .733" 

2.66.169 

8.865 

8.57 .767 

2.05,078 

11 ,972 

5.447 

2.22.4'l7 

(iii) Assessments pending finali sation 
Pending case~ 

Current cases 

Remand c:isc, 

2 .91.514 

2,34 .371 

2,807 

Total . , 5.28.692* 

J.77.6.55 

2,54.197 

3.4 18 

6J5.270 

(b) 111 bolh the years I 98·1-85 and l 98.J-8(i. bulk nf 
the ca~c~ were finali sed in the lasl qu;lrter of those 
yea rs, a~ indica ted 1u tlie table below 

April to December 

January 10 March 

Total 

1984·85 

N umber Demand~ 

of raj~ed 

a~~cs~4 (l n 
mcn1s crore-; 
finalised of 

rupees) 

7 l.70i 48.26 

l.0::'.,804 105.36 

1,74 ,5 11 153.62 

1985-86 

Number Demands 
of 1niscd 

USS(''i\i- ([n 
meni. er ores 
lina li~ed of 

rupees) 

l.t 6.317 67.94 

1,06.180 175.84 

2.22.497 24'.\.78 
- --• . - - - - - - - - - - - - - ··-.- ... 

~ Addition of 54 .041 ca se' in the opening bala nce o f 1985·86 \~ com­
pared with the c los ing hatancc of 1984-85 was stated hy lhe de partment to 
he due lo im:I us ion of case:. a~ a result of scru~iny of records and cases 
opened nn dcr section 21 of the U . P. Sa les Tax Act , 1948. \ 

• 

• 
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Year -wise break-up of the pending asses menLs ~ on 
3 lst Mardi 1986 was as follO'\vs: 

Assessment 
year 

Up to 1980-81 
1981->!2 
1982-83 
1983-84 
1984-85 

Cases remanded 
by Courts for 

re-assessment 

Number 
of ca>e> 

200 
13,636 

J ,51,510 
2 ,12,309 
2.54,197 

3,41 8 

Totftl . . 6,35,270 

Progre!>s of disposa l of appeal and re\'i~io 11 ca::,es during 
the assessment years I 98-1-85 and 1985-86. as report ­
ed by the departmen t, "\\'as as under : 

(i) Number of cases to be decided 
Appeal cases Rcv1,io11 case.; 

1984-85 1985-86 1984-85 1985-86 

P..:nding case~ 74.254 43,457 45,408 52.595 
Current C3!\e..;; 39.881 45 .632 21.398 23 ,615 

Tota l .. l.14,135 89.089 66.806 76.210 

( i i) ;'\ u m b er of < ases clecidecJ 
Appea I case, Rcvi,jon case\ 

1984-85 1985-86 1984-85 1985-8<' 

Pending case> 56.634 34.357 10.01 1 9.9 18 
C urrent case' 13,859 17.533 4,200 6.440 

Total 70.493 5 1.890 14.'.! 11 16.35!l 

(iii ) N 11mber of 1>encling ra~c~ 
Appeal ca~c, Rcv1,ion ..:asc' 

1984-85 1985-86 1984-85 1985-86 

Pending cases 17,435 8,965• 35..197 42.677 
Current case' 26.022 '.!8.099 17.191! 17.175 

• . 
• Total 43.457 >7.064 52.595 59.85'.! 

• ------------
* Number of pending :)ppeal cases works o ut to 9 .100. D ifference of 1 3~ 

I .ca'ics was reported to be due to scrutiny of cases . 

• 

• 

• 
• 
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The year -wise break-up o f Lhe appeal and rev1S1on 
• • 1 · cases, penc 111 g as o n 3 l sl J\LtTch 1986, was as UL1 cle r 

• Year Pending as on 3 l~t March 1986 

Appeal Revision 
cases case~ 

1977-78 40 

1978-79 35 1.451 

1979-80 55 1.274 

1980-81 90 3,790 

1981-82 299 7,234 

198'.!-83 2.066 8,762 

1983-84 4,812 12,916 

1984-85 17.970 18,601 

1985-86 11.697 5,8'.!4 

Total .. 37,064 59,852 

1.6. Uncollected revenue 

D etaib of tlic arrears of re \ e11ue pending rnllen ion. 
as at th e end of the year 198:1 -86 (as h1rnished by t lie 
departments), in r cspecr of som e rece ipt beads. ;trc 
given below : 

(i) Sa/<1.\ Tax--R!). ·19!1.f)t\ crorC's (prO\·i:.i011a l) re­
ma ined trn coll ec1ecl as oo 3 1st ;'vlanh 1986. the ye:1r 
m se d c t;1i]:.; of \\-Ii ich arc give n below 

Ycur 

Up to l 9R0-8 l 

1981 -82 

198'.!-SJ 

1983-84 

1984-85 

1985-86 

Amount of 
arre~' rs 
<In crorc~ 
of rupee~) 

78.5'.! 

26.37 

42.06 

46.35 

85.14 

220.64 

Total . . 499.08 

Includes a· rean amount111g 
ro Rs. 18.ll'I crorc:s outstanding 
fo1 more than ten yea1 s, 1.t' •• 

pertaining to the per'od up 
ro 1975-76. 

• . 
• 

. \ 
• 
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Om of the a rrears amoun Ling to R s. 78.52 cror.es up 
to the period I !)80-8 1 pending col lection as on 31 :. t 
:\brch 1!18(1, recoveries of R . 20. 17 crores :rnn R . 0.58 
crore had been -;taq~d bv Courts and Gm ernment 
re:-pecti,c l). " ·hilc Rs. 11 ~ 28 crores ·were report ed to he 
irrcrnvcrable . The remaining arrears of R s. -~fi.49 
cror cs in clude R s. 7.09 crorcs (up to 1970-71). the 
prospects of r ecovery oE which were reported to be 
bleak. a~ th e dcfoult en had settl ed in other States. 

l n 11 dis tr icts of the St.ate. r ecovery of ale. tax is 
e lrccted under the dep:1n111enral r eco,·ery scheme wher­
eas in m hcr 1:> di su· icts it is made by revenue officers 
subordinate to d i-.tr iet officers. According lo the 
department , rC\'Cnuc o ffi cers make recm,cr ies of ~alf's 
tax clues li ke Lhosc of oLh er dues which does no t prm·e 
:-.o c fTecti,·e a it doc under the cleparlmen tal r ecover y 
~•h c1n e in the case o f 1 J di Lri cts. The p ropo-,al to 
int rod u ce !he clcpa nmental reco,·ery ~chemc in certain 
other di:.t r1cts ah o is under t he consiclcra t ion of Go,·ern­
m cn t :incl. on Lhi~ being done. the prospects of n~­
cm crv a1e expected Lo improve. 

The' arre::i r~ of Rs. -499.08 crores " ·ere 111 th e fo ll011--
111 l\ ~l.a~l'<. or actio11 : 

I . 

~I age of ac.:l1on 

(a) Demand;. covered by recovery cert ficalc\ 

(b) R~-covcn· sla)cd by­

fi 1 Court~ 

(11) Go, .:rnme111 

Cc) Hccovery hclii up due lo 
( ~ rt-c11fica1ion ' review application<. 

• 
( ill dealer~ becoming insolvent 

(di Amoun t lil..dy lo he written o ff 

• 

Amoun1 or anea1< 
( Jn c1orc~ of rupee<) 

115 .. 17 

6'.!.88 

t '.!.69 

9.:!~ 

IJ<) 

2.8.9 1 

• 

• 

• 
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• • 
• (e) Othc1 rca~on' 

(i) A gai11>t Government dcp:111ment;, : 
R~. 24. 18 c rorcs ; 

(ii) Ai;ain:,t 1 1aMporter~ (who pa:,s 
through U. P. but whose where­
abouts noted a l <:beck µm.ts a rc 
incomplete) : R;,. 58.95 crorcs ; 

(1i1) Recovery certificate~ sent to other 
States : R~. 16.47 crores : 

(iv) D emands not finally determined 
for variou; administ rative 
reasons.: Rs. 169. 15 crorc;, an d 

(v) Amounts payable in in;.1almcnt : 
Rs. 0.06 crore 

268.81 

Total . • 499.08 

The Lablc bel°'\' shows the number of as:iessees from 
whom an-can of more Lhan R s. i1 lakh were due. a') on 
31st Mard1 I 986 

Arrear demands 

(n) More than R~. 5 lakhs h ut less 
than Rs. 10 lakhs 

(b) Rs. 10 lakhs and more but less 
than Rs. I crorc 

(c) Rs. l crorr and niurc 

rot al 

Numbe1 
of 

asscssccs 

1si; 

157 

14 

157 

Total arrca15 
of tax 
( fn crorcs of 
rupee~) 

12.54 

~~.78 

41.1 J 

92.43 

(ii) Stole r' YC1sr rluf)"-Norma ll y. thcte !)honld be no 
arrea rs re la t ing· to Stale exci~e cluLy. \'end fee etc, as 
th ey a re pa) ab le in advance before the products arc re­
moved from cfotillcries / brcwerics and /or bonded ware· 
houses. E,·en in cases of :rncl io n o f coumry spirit ancl 
foreiim liq uor shop<;, a rarl of the bid mone\ i ~ collected 
in advan rr· and Lhc balance realised in s\1i table iP sU1l­
m ents within th e period o[ •a l idit.' · of th e li ccnc~ /.co11-
Lract. TToweYer, as per in form a ti on furn i~hecl by the 
clepartm en l. th e arrea rs a~ on '.H<:r \farch l n8G amounted 
lo R s. 64 .M crores, 0111 of which rccove1·ies amounting 10 

• 

• 
• ' 
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Rs. 42.0 I cro res and R s. 0.:34- crorc hacl been sta4·ed b\ • 
Coun~ an d (;o,·ernment respective ly <UH.I arrear::. or -::. 
R s. 0.15 crore " ·e re propo~ccl to be wriu en off, being • 
irrecoYerablc. 1 he rcma 1n111g arrea n. of ll.~. 2 I .8!l 
crores \\"C'Te pendi ng recovery . 

(iii) Flertricil')' dttl)'- The ;.11-rcar:. a on !31st \l arch 
1986 a mo unt ed lO R s. 7-1:>.7 :1 crore'>, o ut of whicl1 an <1 ni ­

oun1 o( R ::i. 2.~~ -1 crore wa::i d11 c from Lhc U. P. tal c 
E lenric ity Hoard: recO\ erie!> am o 1111ting- to R ). 33 . U 
crorcs (R o; . .'l'.2.81 crore~ from R.e11 u Sa~ar Po"·er Com­
pany ancl R :-.. O .~l'.2 crorc from !J :. ugar facwric::,) had 
heen s t<l) cd by Supreme Coml a11d I Tigh Courl: de­
:nand-, for R~. ().()() nore ~ ,· c1·e rcco,·erahlr from t h ~· 

C:entr:i l CO\cnrnwnt a ppointed a ulh oriti es :rnd th e 
bala11 cc dcma11cb f01 R~. O.~O crore from other pt>r~m" 
were bei11Q,· pur~ ucd for rerO\ cry. 

(i,·) T a.r 011 P11 rrlwsr' of S11 ,!!Jll"l'11111•-0u1 of R .... 10.Rl'i 
n-orc., pc11 c1 i11g collection llS 0 11 3hL March l rH~G. 

arrcar11 a111ounting· to Rs. 7.0H crorcs pena i11 cd 10 the 
perio I prior to I ~18 1 82. R~. I . 12 Crore~ 1 o Lhe ) ears 
108I -W1 10 19fU-H-t ancl R '. ~- ~~(i crorei; 10 th e ' c:a rs 
! 08·1 -X-1 ancl 198:) -86. 

(,·) l ,a11d R1'N111u·- Ou1 of' R-, . '.,?( i.:ln cn..1r1• , pe1 1di n~ 
coll ect io n ac;; 011 :: h t i\brch l ~ 1 8G. rcco,·en of R s. I 1 .~11 

crorc-. liCtd been 't ::iycd h\ Con.:n1 m e11 t . 

Similarl y. out of Rs. '.2.[i~ u<irc:- nf Lt11c1 dnclnpnw11t 
I.I'\. pending rnllec1 io11 a~ 011 ~I ht March !~18!1. J('con·n· 
1> f R:-. I . I 0 < rore' had liee11 .... t:l\Td b,· Con·rn 111 e111 . 

(,. j) Fo rrst- For supplit> o f tirnbe1· a11cl other f-• .,., .... 

prod11c1' lo inden ton. full p:1' nic:' 11t:. a re rcunirccl to lw 
c ollcrted before ilespatc:h and. a · stich, nonn:dh· 
there '- hrnild 11 01 be anv arrears on thi · :1Cl'nunt. H 0"·· 

• c\·er. :I \ p f'r informa1 ion f11rni~hetl b' 1he rl f'p:11tmr·1n. 
the :t lir<.'ars of forest rt'ceip 1 ~. a~ on '.l Isl ~fa 1 d 1 ! 986. 
ammrnrcd to R 5. :).i5 i crores. o ut of Khi ch arrear~ .11P-

l . oun t in g lo R'. 1.8.I crorc'i pcrt ai n er1 In ril e pPri1'\11 

• 
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• l>rior t.o 1981 -82, R5. l.G 1 crores to the years J 98 1 -8~ 
LO J ~183-8-l: aml the remaining Rs. 2.08 crores to the· 

• year-; , ~HH-85 and 1985-86. 

• The arrears of R s. ti. :i -~ crorcs were in Lhc folio-winµ; 
stages of action : 

!:>1age of .1c 1io11 A111oun1 of arrear' 
(In crorcs o f 
rupees) 

•11) Dr mantb p ropo;,cd 10 be ad1us1ed ;iga:1i.1 3.5;\ 
comra c1ors· '>ccuritit>> ~nd m a teri:il in the 
c u;.tody of the dcpartmem 

1 bJ lknunds cove red by rL'CO\'Cr) certificat1:, l.19 
(c) R~covcry , iaycd b) Coun s 0.49 
(dl Amoum likely to be wriu cn o ff 0. 11 
lel Other stage;. 0.22 

Total . . 5.54 

(vii ) In Po li ce, l ndu~1 r i e!-i ~llld ~ l eclicaJ D ep artments 
:1lso. :1 rew instancc1' of uncollected revenue ''rerc 
noticed in audit during the year, ·which are indica ted 
below : 

Df'pa n mcnt Amount Period Reported 
of of to 

a rrears arrea rs Govern · 
( £n lakb.s rnem 

of rupee~) (date) ; 
their 
reply 

( I ) 

I. POLICE 
Outstanding 
dues against : 
(a) Central Govcm ­

mem depart­
ments 

(b i State Govern 
ment depart­
ments 

{.c) Banks 
(cl) Au1onomo11s 

bodies 

(2J (3) (4) 

6. 18 April 
1976 
to 

D e­
cem­
ber 

19.90 1985 

8.60 
0.24 

Jul) 
1986 j 
Await­
ed 

Total . • 34.92 

Rema rks 

(5) 

Arrears acc umulated due to 
non-submission of bills for 
the charges in time, a~ 
not iced in seven districts 
(Eiawah. H ard oi, Jh11nsi, 

Kheri, Kanpur, Pra tapgarh 
and Sul!anpur). 

• • • 
• 

• 

• 
• ' 
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2. l NDUSTRI ES 

Outs tnnding 
recoveries of 
royalty on 
min ing leases 
under tho 
Uuar Pradesh 

Minor Minerals 
(Concession) 

Rules, 1963 

J. MEDIC AL 

Outstanding 
fee on account 
of test / analysis 
of effluent samp­
les recci ved 
from autonomous 
bodic~, factories 
etc. conducted 
by cbe State 
Hygicn~ lnstirnte , 
Lucknow 

14 

(2) (3) (4) 

20.57 1974-75 July 1986 : 
to a waited 

1984-85 

0.74 April 
(Gov- 1976 

crn- to 
ment Sep· 
•hare : tcm­
Rs. 0.52 ber 
lalJi) 1985 

Government, to 
whom the matter 
was reported in 
July 1986. s tated 
(Ja nuary 1987) that 
efforts were being 
made to recover 
tho ou1~tanding 
due •. 

1.7. Internal Audit Organisation 

(5) 

• 
Mining opera- • 

tjons for minor 
minerals, under­
taken without pay­
ment of royalty, 
were noticed in 
8 collectoratcs 
(Aligarh , Bijnor, 
Fatehgarh , Gopc· 
shwar, H ardoi, 
K anpur, Mirzapur 
and Varanasi). 

Of these, Rs. 0.34 
Jakh were more 
than five years 
old. 

The position of in tcrn;i l audit organ i :ition as on 31st 

\ ·larch I ~J 8G. a<; reported by ~' few departments, is given 

be low : 

(a) S11le~ To.\ - Th inee11 Aud LL Officers, I 03 Senior 
Audi Lors and ()() Audilors were requi red to carry ou t 
the job. against 'ir h Lch on ly 110 Senior Auditors and 52 
Altdi to1 .. manned the inLernal audit wing during 1 98.~-
86 . 2.7 10 cases in \'Ol v i11g loss o f R s. 3 .80 crores were 
poinlcd ou t by in Lernal audit . Out of these, ta,x of 
R~. 12 .. ~.~ la~hs w;-is Jcvied in 363 cases, while in 256 
ca1ies ~tax amoun t ing to R . I 0 .. -12 lakhs wa not consi­
cler~cl Je,·iahl e . In th e remaining case , follow up 
ac1 ion was under way . 

• 

• 



• 

• 

t 

( 15 ) 

(I> ) Flc c111city Duty-.A proposa l 10 -,eL up a..n illler­

nal a ~tdit wi11g \\'<I.:, under co11:,idcr:n io u of the depart­

ment . 

t.8. Outstanding audit inspection repo1·ts 

C ndtT-asses-,men t~. finan cia l irregularities :rnd defects 
in niai11tcna11 re of initial accotn1t 'l noticed in audit. 
which are not ~ettlerl 011 the i-pot, are communicated to 
tile heads of offices and to the ne.:-.t h ighcr ciepanmenLal 
aULhoritie~ through ;1 udil i11~pec tio11 reports. The 
more imponam irregularicie~ :i.re also reported to the 
heads of depanmenb :i.od GO\-crnme11 L. f-l alf-yearh 
r eports of a ud it o bject ions rema ining outstanding for 
more than six months are abo 'ie11t ro the heads of 
departments and Governme 11 t for expeditin g· rb eir 
settlement . Fir~ t replies to the audit inspection 
report !. are requ ired to be sent within one month of 
their receipt . 

T he 1n1mber of insp ection rep01 t ~ and audit ob jec­
ti on!'. i ~sued u p 10 ?\larch 1 !)86. which were pending 
settl ement. by Lh e. d epartm ent s as on 30Lh September 
1986. alongside th e correspon ding r.gure in the pre­
cedi11g two \ rars. are g iven bclm,· : 

A > :.it the end of September 

t984 t985 1986 

l. Number of outst:.inding 1.959 '.!,014 1,992 
inspc<;:t ion reportq 

2. Nu111be1 of 011t~tanding 5. 11 8 5,063 5,066 
audit objections 

' Amount of receip ts Jl.9'.1 47.2 1 53.90 " involved (in crore-. of 
rupee~) • . 

The table belo·" · indicates recc ipHr ise clctiii~ of 
tbe irn.pen ion reports and audi t-objecti on issued up 

• 

• 
' 
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March 1986 but remaining outstanding BO th • to as on 
September 1986 . • 

Nature of receipt Number of outstand ing inspection Year to 
reports / para graphs and the reve- which the • 
nue involved earliest 

report 
Inspection Paragraphs Amount pertains 
reports of 

revenue 

involved 

(In c rores 

of rupees) 

I. Land R cvc 1rnt> 145 325 1.74 1976-77 

" Stamps and Regis· 546 1.000 1.84 1976-77 
tration Fees 

i. State fa:cis~ 142 379 2.36 1978-79 

4. Sales Tax 299 970 2.(i) l 980.8 1 

3 Tax un l'urchast: (If 130 176 l 07 1975-76 
Suea1ca ne 

6. Taxes on Vehicle~, 145 51..'. 1.52 1979-80 
Goud 1u11.l Passenee1-. 

Electricity Du ty 47 76 I 15 1977-78 

x. Entenai11111en1 and 5 6 O.C>I 1982.-83 
Betting Tax 

9. Publ ic Work-; 21 71 0.27 1982-83 

JO. Co-operation 14 25 0. 05 198 1-82 

l l . Agric ulture 23 58 0. 12 1982-83 

12 . Foo<l and Civil .Suppli es 27 76 0.13 1981-82 

13. Porest 342 l ,003 35.88 1975-76 

14. I rrigation 106 378 5. 13 1980-8 1 

• t • • 
• Total 1,992 5,066 53.90 

• , • 

• 
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ln .the case of 516 audiL inspection reports pertain­
ing Lo the following receipL heads, even first replies had 
not been receiYecl from the departments : 

I. 
2. 

J. 
4. 
5. 

6. 

7. 
8. 

9. 

10. 

11. 

12. 

13. 

Number of audit inspection reports out· 
standing for 

Three years 
and more 
(issued up 
to March 
1983) 

Land Revenue 
Stamps and Registration F ees 

State Excise 
Sales Tax 

Tax on Purchase of 
Sugarcane 
Taxes on Vehicles. Goods 
and Passengers 

Electricity Dt1ty 

Public Works 4 

Co-operation 

Aatriculture 

Food and Civil Supplies 3 

Forelt 17 
Irrigation 17 

Tota l .. 41 

Two years 
and more 
but less 
than 
three years 
(issued dur-
ing 1983-84) 

;>• 

2 

4 

7 
3 

16 

26 

59 

• 

Less than 
two years 
(issued 
during 
1984-85 
and 
1985-86) 

37 
13 
15 
95 
21 

28 

11 

34 
7 

26 
22 

51 
56 

416 

. . 

Total 

37 
13 
15 
96 
21 

30 

11 
42 

7 
33 
2& 
84 

99 

516 

• 

13 A.0 .-2 
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Ji. 
C l l :\PTt:R ~ 

F I NA-;\1CE DEPART:\ff.N" I 

SALES TAX 

Results of Audit 

• 

· 1 ·e~ 1 check of record ~ of Lhc Sale<; ·!'ax O ffices, con­
cluued i11 a ud it during th e year l ~J8 :1 -86, revealed 
tt 1 1C i cr-a<;~c:-.s rn cn l <; oE tax a11d 11 0 11-lc \\ or ~hon Jen· of 
i111ne~1 <Ind penal ty amounLing Lo R <;. ~J7.~l:i lakh ill 
8% ca-;c~. which broadl y fall tllldcr the Fo llowing- ca te­
gories : 

Number Amount 
of (Tn lakhs 

cases of rupees) 

I. Irregular grant of exemptions 145 23.39 
~ Application of incorrect rate~ of tax 159 8.64 
} . Non-levy or shor1 lcv) of intcre~t ' 132 16.65 

penalty 

4 Inco rrect cla:.,ifi cal ion of goods 36 6.24 

5. Tu rnover escaping assessment and J 18 9.97 
:nco : rcd de termination of turnover 

6. Non-levy / ~horr le l"y of adclilion:ll 1ax IOL 4.80 

7. Arithmet ical m i<.lak:cs 57 5.26 

8. Other cases 148 23.00 

Total .. 896 97.95 

A k\\1 imporl~m l cases arc m cn l inned 111 the :-.ucceecl-
111g paragn1 phs . 

2.2. Failure to observe the prescribed procedures 

• 

• 

I 

i-:,·cry clcakr H"ho . ell s a 11 ) gooci .. the turnover t 
\.d1er-c<\f is JiaJ)le lo ale. tax un der the l 1

• P. Sa les Tax 
Act, .J 9rn. is required to o bLai n regi.stra1inn cert ifi cate 

( 18 ) 

• 
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under the Act. For gran t of registration certificate, 
cer tain condiLions and p rocedu res h ave been laid dow n 
in Lbe• ru les framed u nder the AcL and the departmen-

• ta l m an ual ,,·h ich . intn a/in, provide that the dealer 
will su bmit an applicat ion in th e prescribed form con­
ta ining requi i te deta ils to th e Sales T ax Officer who, 
in Lurn, " ·i ll verify the idenLity of the dea ler, h is 
::.our cc uf li\clil1ood before commencemenL of the pre­
senL bminess, financial position of Lhe dealer, viz., 
capital invested in Lhe business and i ts source, loca­
tion of the fixed and Roar ing assets "·ith their value. 
wheLher Lhe dea ler has a han k accou nt a nd ·whether 
the balance amounL oE tax will be recoverable in the 
eYenl oE closure of the firm, Lhe dealer's or his part­
ners' local and permanent adn resses and whether these 
addresses are corn p let e and correct. After satisfying 
h imse lf by spot c11ciuiries, t he Sales Tax O fficer will 
grant reg i-,tration cenificatc withi n ~ O days from th e 
dale of appl ication . As per the U. P. a les Tax Rule , 
1948, a registered de:tlcr who \risl1es to p urch ase any 
goods. liable l o tax. a t the poi n t of . ale to the consu­
mer , wi Lh om pa) ment of tax ic; requ ired lo fur n.ish to 
the sellin~ de:t ler a certificate in form III-A du ly fi.Ued 
in and sign eel b, him. The c rules fur ther p rovide 
that new Forms shall not be issu ed to a dealer, u nless 
he has r9ndered a11 accou nt of all the fo rms pr eviously 
is,ned t'O h im. 

Jin )ales Tax Ci rcle. Bare ill y, a clealcr was grant­
ed registration certifica le eff ccLive from 1st A pril 1978 
after ob taining security of R s. 2,000 but · withou t 
m aki ng :m y spot su rvey or enq u iry about his local and 
permanen t adrlresses and h is fin ancial position. During 
the period from 2nd May 1078 to 20th September 
1978, .?50 forms (Form I II-A) were issu ec! to the dealer 
in seven instalmen ts ·wi thou t ascertaining whetl~r the 
forms issu ed to him on ear lier occasions had b een• pro­
perly u tilised. T h e dea ler mane heavy purchases of 
iron and steel free of tax aga inst these forms. As he • ·, 

• 
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Slopped submilling rno11 1hly return from No,·em ber 
1978 onwarcl::., zi prO\·ision<l l <l:.!'>e-;-;menL for the month:­
of November a11d D ecember 19/ was rnadc iT1 f cl.­
n1;:in· 1q/q. Later on. the dealer \\'a'> found to be • 
fake : \\' ith effect from 7th Apr il l ~l79 . th !:' dealer· s 
rcg is1r;it ion ce1 t il1catc was cance lled. but 1 he fact of 
cancellation \\·a-; not notifi ed in the Gnctte or in 1he 
µr csc; ro prevent com inuecl misu!'>e of form~ 111 -A 
issued rn hirn. On th r basis of informat ion received 
from other Salc!l T ;ix Sectors. r1nal assessmcut for the 
yea r J !l78-7!J \\'as complered r·s. jJCirf P in J anuary J 98.~. 
Considering uti li sation or 80·1 forms l I 1-1'. the de11Jer's 
sales t urnc)\ er of i rnn ::llld stee I w;1!'> c:-ri ma t cd at Rs. 
l .'5 crores ancl tax amoun ting to Rs. ()0 lakh ~ (:it 4 per 
cent ) \\'i1S levied. Hm\·ever. t3:\ could not he realised 
a., the clc;i ler w;is 11ntraceabk. lt \\·as not k11own 
whether any purchases had been made aga inst the 
remai ning 1.% form<; Tl f-A. .Due to non-obse1T:ince of 
the prC'~cribecl procedure regard ing g-r:rn t of registra­
tion cen ificate and is u:ince of form~. Gm·ernment \\·a;;; 
pu1 Lo loss of ar least R s. GO lakhs. 

On this being poin ted out in aud it (November J~) ( 3), 
the d c1Jart111ent stated (February I ~J85 ) th<lt the cl cfa11lt­
ing· officers h:id i>een wa rned or entr ie.; m;ide in th e ir 
Character Rolls. 

case w;1s repor tecl to Government in l\m·crnbcr 
108 ;~- their rcph- is a·waitecl (l\f:i.rcl1 10871. 

1i) Sim ilarly. in Sales T::ix Circle. ·Muz:i rfarnagar, a 
c calcr wa.-; gra nted regi. tra rion cert ifi catc from 11th 
Januan· I 077 \\·ithout obse1Ting the prc~crihcd proce­
dures. During the period from J a nu:in. 1977 ro 25th 
J\ f arch l !177. rhe dealer \\':1!> issnccl '.?9:} forms 1 IT-A. 
During l .;t Apri l 1077 to 8th X m·ember 1077. 1 , 0 .~ l 
forms ~-ere fu i-ther issuecl to him without asce rtain ing 
J'> to ehO\\- rhc forms issu ed to him earlier had been 
utilised. Thp dea ler 1rent on making heavy pu rchases 

• 
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of i1 011 and :ileel '" itlio m p d) n 1c 111 of ta;.;. on Lh e basi~ 
of cl ec~ :irat ion in form 111 -A. A:i 11 0 l ax \l·a:i being-

• pa id by the dea ler. the as:ie~' i11 g offi cer inspected Lhe 
d eclared p lace o f bmincs!'I 011 10th Decem be r 1977; 
11 0 firm was Found i 11 existe11 ce there. Despite 1 his. 
1 he dealer \.\'a issued I 00 morr forn1 s 011 271 h Decem­
ber 1977. 

l' he a '>tS!'tme1w, fo r th e \ Car'> 1~1 7 6-7 7 :rncl 1!)77-7R 
were made n /w r lr' 0 11 :31 ~'t ~ Ta rch I 98 1 ~11 1 cl ~:i th 
"\ fa rch l<J 8'.2 and. 0 11 a n e'1irn a1ccl turno,·c r of 
R~. L:).(10.00() and R~. 7.00.00.000. La.\. (a t -I per ce nl) 
amonn ti ng; lo R->. 1,H0,000 and R~. ~8,00 ,000 respcc­
li\ ely wa., lev ied . T h is a111011111. ho"'·cver. coul<l not 
be rCCO\'ePcd from th e d ealer as he ,,·a~ not 1race;1ble. 
r\ ~ a rc!'tult. Go,·crnmen t !'t ll!'. Lai11cd ;1 lo'>s of R, . ~!LSO 
lttkhs. 

The Gt' c wa~ reported to 1hc clcpa rlment a11d Go' -
cr111 nc nt i11 O n obc r I ~J 8 ~). T he d epartme nt -, la ted 
(O ctober l!JW)) that a racke1 had been opera ting- in 
other cit ie!'I of th e Sta le as \\'ell and tl1a1. as snch. point 
of L1xa 1i01 1 01 1 iron :111 cl steel had Lo h f' ch a n~ed b,· 
Gcn·cr 11 me11l. The r eply of th e department 11·as al~o 
i 11dorsccl (:\ Lt ) 198!1) h \· GoHTnmen t. The rep !~ " -as. 
h o\\·c,·c r. silent as t o tl-1e actioll contem plated :ig-aimt 
t Ii e c>rri ng offi cials. 

2.:~. Irregul ar allowance of exem ptions and concess ion <; 

~Sales or Lr ;insm i-;:-iio n l ower~ 11·crc exem pt ed fr om 
In~ oF sa les l a\. b> Gm ·e rn mc11 t notifi ca Lion dated 2Gth 
, cplcmber I !lG~1 . This notification \\·as. ho \\'e1·er , res· 
ci nclccl b,· ;11101her 11 01ifi c:11io 11 i ~sued on 28t h F cbrnarv 
I '1 7!l. Th ereafter. ff ith e!Ten from ht 1\f arch 1070. 
01 1 sale o f t r;11 1smi1;,ion t m1·er~ m ade ])y .manufoc turers 
o r im non e r' . La \: heca ni c Jc, iablc at th e ra te o~ 8 per 
ce11t (inch 1s i\ c of addi tional tax a t· one per cen t) ~ppl i ­
cable to 111 1cbss ifi ed i1erns 1111cler 1hc P . P. ) ;lies T a'< 
Act, 194.g • 

• 
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At L u ckn o\\·, sales of t ra m.m iss io n LO\\·er~ ' alu illg 
R s. 15,2 1,37?1 and Rs. 25,95,717. made by a • dea le r 
d u ring th e yea r~ 1979-80 and I ~)80-8 1 res pccLi,·ely, we re• 
irregularly cxem pted from le,·y of sale~ tax b) t lie depart ­
menl. The ir reg ula r grant of exem ption rcwllccl in 
tax amount ing LO Rs. 1,2 1.71 0 and Rs. 2,07.657( for 
th e years 1979-80 and 1980-8 1) not be ing rea lised . 

T he ca e ,,·as repo rted to the dcpanme n l and Go v­
e rnp1cn t in Novem ber 198:1: the ir replies arc awaited 
(Mar ch 1987). 

( ii) Gove rnmen t, b y a not ifical io u i succl ill D ecember 
J97fi under section l-B of the U . P . Sa les T ax A ct. 
1948, p rovided for Lax-free purchase of raw materials 
by m an u fa cturers for use in the manufactu re of cer ­
ta in n otified goods on fulfi lmcnl of cer tain co nditions. 
However , for m anufactu re of goods no t li ~ tcd in the 
a for esaid notifi cat ion . raw m ateri als coukl be purchas­
ed ,v'the concess ional rate of 4 pe r cent. 

, /a) ln Sales Tax C ircle. Ka~h ipur (distri ct Na ini T all. 
a dea ler hold ing recogniti on certificate for the man u ­
factu re o f card-board and strawboard, purcha~ed bag­
asse (r aw m ate r ial), without payme nt. of lax, for 
R s. 79.425 arnl Rs. 5,01,9·17 d uring· 1.he year s 1981-82 
and 1982-83 r especLivelv on tbc slr ength o f p rescribed 
decla ra tions (in form I II-B). As car d-boa rd and sLra1\·­
boar d w er e n ot goods listed in the said notificat io n . 
tax-free purchase of r aw m ateria l " ·as nnt admi ~~ i blc . 
The iu eg;u la r <".;:emption res ult ed in n on -le'l' of Lax 
amou nti11g lo R s. 23,255. 

lo the d epartment and Gov­
thcir rcp l ie~ arc awaited 

T h e c1se was r cporLed 
ernme 11 t in Apr il 1986; 
(Mycb 1987).• 

'1(b)- in Sale T ax C ir cle, A ligarh , a d ealer ho lding 
r ecog n ition ce r ti fi cate for manufac tu re of h ard war e 

,· • and m .1chine ry purchased iron and steel for R s. 4.08 

• 
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lakh~ during the ) car l98~-8~l. ~\· ichonl payment of 
tax. on the strength oE cl cclar:ttion~ i11 form Tll-B and 
med •it in manufac1 urc of 1 hr ~il>o, ·c-rnen l i o11ect good . . 

• As the goods man u[anurcd by rhc dea ler wnc not 
iucl uded in Annc~ur:' l o r Ill of 1hc notific.ation 
dated 31 st D ecember I ~171). h e 1\·,i... not entitl ed to 

lax-free purchase of r a11· material . The irregu lar 
grant of exemption resulted in non-lei y of ta:-.. amount ­
ing to R s. lEi,3!l!l . 

The ca~e was reported to 1 lw cl ep;i.rtnH"nt :rnd Gm­
cnu11c1n in December l ~J8:i: 1hcir replie.., a rc a\\'ai ted 
(~far h 1987). · 

11otific;i.rio11 dated 3 l:it 
anu ary 1978. i:,..,u cd under t lie L'. P . Sale~ Tax Act. 

·I 9·18, during the period from 1,1 Fe l.>ruan 1978 to 
llth September 1981. l>a l111{ bark. u scc..l in the process­
ing of hides and -;kins. was taxab le ;i. t the raic o[ 7 per 
cent (includi11g adcli1i0nal tax oF one per ce11L) al the 
point of fin.t purchase. 011 p u rchases of raw rn::ne­
rial (taxable ar th e point of fir~t J)llrcha-.e\ h~ a d ealer 
holding r r<0g ni t ion rert1 Gcatc. for the by I 1 i Ill in 
manufacLurc of certain notirlcd g-oocls. ta" wa-; Jcviabk 
at Lhc conccssion;il ra te of 1 p er ccn1 . Further. :-is p('r 
departme111al imt rnc l inm dated ~ /1 h O ctobe r ] ~17~1. 
:-i1 1y chemica l 11~ccl for p rnce..:sin9,' r;rnr hick~ into clrc~'i­
cd hicks i ~ 1101 ;i ra " · rna 1cria l for manuEanu re of 
drcssccl hi<lc:-.. Ch ern ica l-; :1rc 1;i. abk at tlte r:1Lr oE H 
per cc111 (inc lrnli11 ~· ;idditional ta:-.. of one p e r cen t) . 

(a) I n Sales Ta>.. Circle. Ka11p11r. ;1 dealer holcli11g 
recognition certificate for 111 a11uf:1ctu re of dre:.~ccl hick~ 
ancl shoes purcha~,ccl chem in ls for R s. I 0.'.20.7:17 and 
f;al11d bark for R-. . ~.R'.2.!):)!J rlmi11~ 1 h(· ,·c:1r l 080-81 
a nd paid ta:-; :ll the concessiona l rate 0 £ 4 per ce111 . 
~ince cltcmicals :1 nd /}(fbul bark are not raw 1f;ateria ls 
fo1· manufacture of dressed hides an<l ~hoes, the ·nealer 
was nor oentitlrcl to purcha~c the 1>a m e b,· paying tax 

• 
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at the concessional rate of 4 per cent; Lax was leviablc 
at the normal rates of 8 and 7 per cent (including 
additional tax of one per cent) on the turno\~er of 
chemicals and babul bark respectively. The mistake • 
resulted in lax being levied short ·by Rs. ~19.666 . 

The mistake was pointed out in audit in January 
1986; reply of the department is awaited (l\farch 
l9fl). 

V (b) Similarly, in two other cases, v.rher·e the dealers 
of Kanpur holding recognition certificates had pur­
chased babul bark and chemicals for Rs. 14,61,580 and 
Rs. 5,42, 729 respectively during the year 1978-79, tax 
was levied at the concessional rate of 4 per cent, ins­
tead of at 7 and 8 per cent (including additional tax 
of one per cent). The mistake re ·ulted in tax being 
levied short by Rs. 43,84 7 and Rs. 21,709 on the 
turnover of babul hark and chemicals respectively. 

On this being pointed out in audit (.June 1983), the 
departmen t tated (August 1981) that the asse sments 
had since been revised and an additional demand for 
Rs. ()5,5.16 raised against the dealers. In April 1986. 
the department intimated that in the case of one 
rleakr a sum of Rs. 17,959 had been adjust'ed aga inst 
refnud clue to him ancl tha t the other dealer had gonf 
in _;ppeal. Further progresr; is aw;i itecl (March 1987). 

\./(cj In Sales Tax Circle. /\gm , a dealer holding re­
cogn ition certificate !'or manufacture of dressed h icle 
purchased ch emicals for R s. Hi , 14,067 and Rs . ~7.00.9 lO 
<luring t11 e years 1980-81 and 1981-82 (upto 6th Septem ­
ber 1981) re. pectively and lax was levied at the conce~­
sional ra te of 4 per cent, instead of at the normal rat e 
of 8 per cent (including add itional tax of one per cent) . 
The miStake led to short Ic,·y of tax by R . 6-1,562 and 
Rs. 1,oe,037 for the years 1980-81 and 1981 -82 respec-

• tively. 
• • 

• 

• 

I 



• 

( 25 ) 

T h e mistake \\"as pointed ouL in a udit in l\Iarcb 
1986;. r eply nE th e depanrne nt is awaited (:\ larcf 1 1987) . 

. h) fn yet another ca:>e, a dea ler of Agra ltolding· re­
cognition ccniflcate ror manufacture of rlre scd hides 
and sk im purchased chemicals for Rs. 6,12.%2, R s. 
1,62 . 66~ and R s. :L:19,:J52 cl uriug the yea rs 1 978-7~) . 
1079-80 and 1980-8 1 respect i\e ly and tax wa:-. levi ed at 
the con cessional rate of 4 p er cenL, instead of at the nor­
mal rate oE 8 per cen t (incl uding additional Lax of o ne 
per cen t). Irregular grant of concession r esul ted in 
tax being l evied short by Rs. 2-1,.? 18, R s. 6.506 and 
R s.14,382 for the years 1978-79. J97!l-80 and 1980-81 
respectively. 

T h e mistake , ,·as poin ted out in aud it in l\ farch 
l 98V'reply o f tbe tlepartrnent is awaited (l\fa rch Fl87). 

'\/(e) Iii Sa le~ Ta:-.. C ircle, Ka 11 pur, a dealer hold ing 
recogn ition certifi ca te for m ;1nu facl ure of d ressed hides 
pu rchased balml bark for R s. ·~ ,_g 0 I chui 49 J ; em 
1980-8 1 at the concessional rate of 1 per cent. Since 
uabul bark is not a raw material for manufactu re o r 
dr essed hides, Lax was Jeviable at the normal rate oE 7 
per cen t (including addi tional tax of one per cent). 
The mistake resulted in tax being levied shor t by 
Rs. 12, 135. 

Oll this being p~inted om in audit (Aug ust 1!)8!1). 
the department Latecl (January 1986) that the assess­
ment had since been revised a tJ d add itional dem and 
for Rs. 12, 135 raised aga inst the dea ler. Report on 
recovery is awa ited (J\f arch l ~)8 7). 

T h e above cases wer e reported to GoYernment be t­
ween .June 1983 and March 1986: their _reply is awa it-
ed (1\ ch 1987). : 

• 
ru) U nder the U. P . Sa Les Tax J\ ct. 19-1-8 and the 

r ules m ade thereunder, a dealer. " ·ho req ui res any • 
• • 
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goods for use a r a,,- m aLcrial fo r Lhc purpose~ of 
man u facture of :uiy notified goods ::incl :.u ch no tifted 
good s ar e i nte ndecl to be sold by him in Lh c ~L!1te o r 
in t he cour~e of iuLer -State t rade or comm erce o r 111 • 
the cour-.c of cx.pon out of India , he may be gra n tecl 
a recognit ion cenif1catc in respeCL of such good~ su b ­
jecL to ~uch co11cl irions as m ay be prescribed b ) th e 
assessing authorit y. A dealer holding a recog nitio n 
cert iftc 1Lc can p n r cl1asc r aw mater ia l ;:it a con ce sional 
ra te o[ tax by fu rni sh ing to the sell ing d ea ler a ccr tifi­
GLLC in form ll l -B a fter ob1ai 11i 11g Ll1c form from his 
Sa les Tax Offi cer . 

(a) I u Sa l•es T ax C ircle. Agra . a dealer ' m s g ranted 
recogn i ti on ccnifica Le for ma nufacture of o il, with 
e ffect from 11th Nm·ember 197:). The cenifi cate was 
\'a licl u p to th e encl of the year I ~17:> -76 . But th e d ealer 
d id not ?:Ct it rene,,·ecl thereafter on pa)men t o f the 
prescr ibed fee. E\'en th ough the recogni tion certifi­
cate ceased to be ,·ali d a ~er '.3 1sL J\farch 1976. Lh e de-

'"" 11ue u o issu e Forms IlI-B to the deale r , 
"-ho wit h th e h elp of these fonm made purch ases of 
oi lseed s for R s. 8.·12,8-rn . Rs. Sfi.000 . R s. 2.8·1.68:> a n d 
R s. !l?i, I 7!l d uring the years I 9/(i-77 . I ~l77 -78, I q/8-79 
a n cl 1979-80 respcct in "ly a l a concessiona l rate of 2 
per cent . In the absen ce o E a n.l id rccogll ition cer l i­
f1catc. ta x was, hoV\:e,·cr . !e,·iablc a t the normal r:1 te of 
·1 pn cent . T h e irregular issue of forms 111 -B to the 
d eale r resu lted in short reCO\"f' I"\' or tax affP.TCgati ng 

~ l"' l 'I I I ~ • 

R s. 2G. 132 for t he year~ F)/(1-77 to l~l70-80 . 

T li r. m i~ t a kc wa~ pointed oul in a uclit i 11 Scpte111bc1 
I C),~ reply of the departmen t i~ a1raiLed (Mar ch I !l87). 

1 11 Sales T ax C ircle. Gha1 iabad. 011 th e req u est 
o man u factu,rer . a r ecogni t ion cert ifi cate c ffcctiYe 
from ls!- Apri l 197!). for manufact u re o f ,,·ire. and 
n ai ls ,fo., grantecl on l st April 197!l. T h e d ealer. on 

• th e strength of thi s certi ficate. p u rch ased iron \'::tl ue d 

• • 

• 
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at R~. 3, 70.HG during the year I ~!80-81. wi ll10ul pay­
ment of tax . by furnishing the prcsCTibecl cleclaraLion. 
Ho\\·c, e r. out of th is materia l, iron \\·ort h R s. \3·1..~~10 
(approxi mately) was used by the dealer for mannfac-
tut"e o[ 11 ;:i ib. The is u e of recognit ion cert ificate 
itself 1ras incorrecl. as 'nail" doc°' not fa ll under Lhe 
it.em "i ron and ~Led" aud. therefore . ''a" not a 11ot1-
fiecl rnrn 111odity. The incorren i;;sue of recog11 1t1on 
certifi.care for 'man u facture of na ils re:-u lt:ed in irregu­
la r exen1ptio n .of tax amo untin g- to Rs. Q.]Ji lakh (be i11~ 
the C1mounl of tax payable by th e de<iTer al th e rate 
o f 1 per cent) . 

011 the omis<s ion being pointed our in a udit ( t\farch 
I !)86\. the department· intimated (!vfarch 1987'\ that 
pen alt y o f .Rs. 0.1 '.I la kh h ad b een imposed on the 
d ealer. 

The above two ca5es were r eported to Governmen t 
in September 198:1 and March 198G: tlle ir re ply 1. 

awa ity! (l\ f:uch 1987). 

0 \.)4", r\~ per Go\'ernment 11otification dated ~ 3 1 st De- (_1) 
ccmlJCt· 1~176. issued lll1der th e ll. P . Sales 1 ax Act. 
I ~HS. unit s t' 11gaged in the mt1 n ufacture of paper arc 
not c11 t[tl<"ci lo purchas<" raw maLeri a l free of tax or 
at corH·c~siona l 1«1tc. on the ~trcngth of d eclara tiom in 
form TlI-B. 

ln Sa les Tax Circle. GhaL iabacl. a d ea ler was granted 
r ecognition cer tificate for man u facture of paper in 
J une l!l79. He purchased. without parment of tax, 
raw m ateria l" for R s. '.'l.-18.01 ·1 and Rs. 7,0fi,1 84 during 
the \Car~ 1979-80 a nd 1980-8 1 r esoecLivelv on the 
strength o f tl1e prescribed d ecl;:ira tions (form TII-B). 
The Qra n L of recogn ition c('rtifi catc -..:as ine~11lar. as 
the cl ca I er wa~ en~agecl. in th e man1 1racturc •of n-1per. 
l n-egular g ran t of r ecognition ce rtif1 c:1tc r<'-;ult cd in 
tax :-imountin <~· Lo Rs. 2-1.%0 and R'i . · ~9.-1 :3~~ not be ing . 
vealised for the years 1979-80 and 1980-81 re~pectivel'' • 

' 
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(at th e rate o f 7 per cen t i11cl ud inµ; add itiona l 
one per cent) . 

tax nf • 

On t h is be ing po in1 ed ou1 in a udit (Sep tem ber 
1985), the d e partment rc,·ised 1 he as. essmen t for the 
year 1980-81 and r aised an aclcliti oll ::d clema ncl for 
R s. 50.4 -13 o n p u rchase- of raw materia ls Yalu ing 
R s. 7 .1 9,020 (i nclud ing p urchases of COllsumable stores 
and packing materia l). R eport on reco, ·ery of 
R s. !)0,443 and action take n Lo re\'ise 1he as-,es~men t 
fo r Lh e year 1979-80 is awaited (l\Lirch 1987'\. 

T he case ~1·a re porLed 10 Government in F e b rn'l n · 
1986: their reply is awa ited (\ ral'Ch 1987). 

2.4. r plication of incorrect rates of tax 

'4 Under Section 8(2) (a) o[ the Cem ral Sales T ax 
Act. l 95 11, o n inte r-Sta te sales of decla red goods uo t 
suppori-ecl by p rescri bed d eclarations (form C or D) 
La x i s leviablc at t\1-ice the rate app licab le lo th e sa le 
or pu rch a e of su ch good · inside Lh e , tale. B e t ween 
7Lh D ecember 1979 and 6th Sep tember 198 1. the ra te 
o f tax on a le of collon yaru (a cl ccbrecl commo d i ty) 
was 2.5 per cent in Lh c Sta le of l , ttar Prad esh . 

• 

(a) In Sales T ax C i rcle, Ka 11 puL l\\O dealc1:. made 
i11Ler-State sales o f cotton yarn (a declared comm ocli t,·) 
fo r R . 28, 18,46;{ and R s. 89,:)8,97!l respecti,·ely d uriug 
the year 1 !180-81. Though Lh c~e '>ales we1·c no l su p­
ported b~ the pr e cr ibecl cleclara1io11s ( iu fo rm C or D\ 
tax ' ms levied at the ra Le of 2.?J per cent leviab le under 
the U. P. Sa les T ax Act, 1948. ins1ead o f at t ,1-ice the 
ra te of t~x . i.'e .. •.::; per cen t. Applicat ion of in corrrct. 
rate res-..d ted in sho r t leYy o f tax amounting to R s. 
70,LJf> 1 ancl R s. 2.2~,97-l respect ive ly . 

' . 

' 

• 
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The misLake wa!> pointed out in audit in J anuary 
l ~J86· reply o ( 1 be department is a"·aitecl (J\J arch l fl87). . . 

b) 111 Sales Tax. Circle, H a thras (disLricL J\1ligarh). 
• a dealer &o ld couon yarn for R s. 21, 10,490 in the 

cour&e of inter-~ta te trade during the year l980-81. 
l 'he ~ale wa~ 110 1 ~upponcd by declaratiom in form 
c or n. but the department lev ied tax at the rate o f 
2.5 per cenL, in tc.>ad of aL 5 per cen t. The applica­
t ion of incorrect rate of tax resulted in Lax amounling 
to R:,. :, 2, 7 62 bci ng leY i eel shorl. 

T h e mistake wa poin ted out in audit in OcLo ber 
I !>8.:5: rcpl) or the department is awaited (l\farch 1987). 

The a bove cases were repQrted to Government in 
J ant1<1r) . 86 and October 1 ~J8,) r especti,·ely; their 
reply·. awa ited (March 1987). 

1i) Under Lhe U. P. Sales Tax Act, 19'18, on sa les 
of arm& and ammunition and component pa~Ls and 
accessori es thereof. Lax ~,·a le\·ia ble at 13 per cent (in­
cluding one per cent add itiona l Lax.) upto 6th Septem­
ber 1981 and at 1-1 per cent from 7 d1 September 1981 
al the poinL of sale by a manufacturer or importer. 

(a) l n Debraclun , a dealer !>old sa feq·-fuse valuing 
R s. '1:,63,8-10 and Rs . 3,73.960 during the periods from 
I ~ L April 1980 Lo 6th September l 981 a nd 7Lh Sep­
tember 1981 to '.~ l . t J\farch 1982 r espectively. Tax 
on all these sales \f as levied at 8 per cen t, allhough it 
" -as le,·iable al the rates of 13 and 14 per cent respec­
tively. The mistake resulted in ta,'<. being l evied 
shorL by Rs. 45,629. 

On the mistake b eing pointed out in aud i t (.lune 
l ~)8-J-), th e department revised these assessments and 
rai sed (April 198:)) additional demand •for Rs .• 15,629 
against the dealer. R eport on r ecovery 1s · :.i,\·aited 
(~ [arch I 987). 

\ 
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i i larly. on sale!> of gun powcler , safety-fuse 
( detonator~. made by a nother dealer of Dehradun 

C ircle for Rs. (i,79, 74-!- and R s. 8,07,720 during- the 
years 1978-7!) and 1979-80 r especti,·e ly, tax was levied 
at 8 per cent. instead of at the correct rate of 13 per 
cent. T l'.e m istake resulted in ta:i. heing levied shart 
by Rs. 71,3 73. 

O n the misLake being poin ted out in audit (lune 
l 98 1), the d epartment rev ised these assessments and 
n1 ised (/\pril 1 ~ 1 8.~) an add itional demand for Rs.74,373 
t.1 £;:-iinst the dea ler. R eport 011 recO\·en· is irn.-a ited 
(.\ larch 1987). 

C oYcr nment , to ,,·horn the case~ "·ere reported in 
J unc I 98 1. endor.'led (~hy I ~)8{)\ the an ion t·akcn by 
t he clepa rlinent. · 

2.5. Short levy due to misclassification of goods 

( i 1 t •nctcr the U. P. Sales T ax .-\ ct. J ~ J ~8 . tax o n 
~:-ilc of co1to t1 waste "·ac; leviahlc <H the ra le of !(. per 
ren t !>i nn: April I 97(). Further . as per departmental 
cir rnbr dated '..! 7th Septern hcr 198 1 issued h y th e 
Cornmi s~ io11 er of Sa le:-. Tax, cotton \\':tstc and coLton 

.i~ t e arc di fferen t 11 anH':. of the ~ame comrnodi t\". 

.1) l n Sa le~ T ax Circle. Bulandshahr. on sa les of 
co tton ya rn waste amou nl ing to R s. :) . 22 .0~0 made by 
J dea.]er during Lh e year I 08'.~ -8 k tax W:lS levied ;-it 2 
per cent t rea t ing jt as cot ton yarn , instead of at the 
correcL ra_te of 'I per cent app licable to cotton wa~te . 
T he mistake led to !lhor t Jcyy of tax amounting to 
R 'i. I 0.4·10. 

T he case W<l.'i reported to the depar tmenL and Gov­
ernmen0e in Ta n11 ary I !)80 : their replies are a~va i tecl 
C\ Tard1 10871. 

I 
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· .. /,milad y, in Sale; T ax Circle, Hathras, on sales ~r~n yarn ,,·astc amountmg to R s. 20,24,960 and 
• R s. I ti,28.~:)(j made by a dea ler during th e years 

J ~J 7! l -80 and 1980-81 respecti,·e ly, tax was leYied a l 
~ p<'r cent upto {} th D ccembe1· I !J79 and a l 2.5 per 
ccrll from 7th December 1979 to :l l st l\farch J 98 1 
trea ti11g collon ya ri t ,,·::isle as cotton yarn, instead oE 
a1 th e co1Trct r;ne of -I per cen t. Th i1 led to short 
lcv) of tax amounting to Rs. 07} 1;) !! (i ncluding addi­
tio na l tax at the rate oE o n·c pe r cent). 

'The ca<;e was reported to the departmen t and Gm·­
crnmen t in O ctober 108.) : th eir replies arc awa ited 
{:\far · 1987). 

ii i As cl::ir ifiecl by the Commissio ne r of Sak Ta."\: 
in h is letter d ;;ned 12th July LDS:"J . corruga ted paper 
sheets do not fall uncler the item .. Paper.. and their 
~ale is, th <'refore. taxable at ihe ra te o f 8 per cent (in­
clud ing additiona l tax of one per cen t up to ()th , cp­
rember Hl81) ;:is appl icable to uncl;i-;!i ifted item '. 

In Sa les T :t:-:. C ircl e . l\ [oradab;id . on s;:i les of corru ­
gat·ccl paper ~heets amounting to Rs. 2,:18.!l:H; a nd 
Rs. :'\, (i0 ,:i07 made by :1 de:1 lcr dur ing the ye:in l D81 -82 
and 198:1 -~- I rcspctt[vely. ta x n·as levied at.() pc1 cen t 
1re:iting Lh e corrugat ed p;i per shcC'ts as paper, c\·en 
th o ug h for th e >Car 1982-8:-1 tax \\'as levied al the 
correct rate of 8 per cent t rea ting- th e commod it,· :is 
an unclass ifi ed item. The miscla.s!)iflcat ion resullecl in 
short levy of Lax hv R s. I l ,~188 for the , ·ea rs 1981-8'.2 
;i n d 10sf34. · · 

The Qtse ,,·as repon ed to the d e partme n t and Gm·­
c rurnc 't in O ctober 198:'5 : the ir repli es :ire ;:m·aited 
(l\f a h 1087). • • . 

P. Sales Tax Act. I 9-~8. 0 1, sale. 
of rn:1rhlc chips. lax. ,,·as leviable at the point o f sa le • 
to co n urner at th e rate of 7 per cen t (including aclcli- . 

\ 
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tional tax. o[ one per cent) upto 6th September 1981 
and at 6 per cent thereafter. • 

ln Sales T a:-.: Circle, Lucknow, on ~ales of marble • 
chip!> valuing Rs. 5,:55,283 and R . .J,95,336 made by 
a dealer cl uri 11g the years l 979-80 and 1980-81 res­
pect ively, t.ax 'was le,·ied at the rate o[ 3 per cem 
(wh ich rate \\'as applicable to sales of minerals), ins­
tead of at Lhc correct rate of 7 per cent. The mis­
classificat ion resulted in tax be ing levied short by 
Rs. 2J.+ll and Rs. 19,8 13 respectively. 

T he case was reported to the department and Gov­
ernment in November 1985; their replies are awaited 
(March 1987). 

2.6. Misuse of declaration form ill-B 

Section ·1-B oE the U. P . Sales Tax Act, 1948 pro­
v ides a scheme for special relie( in t <L'\. to certain 
manufacture rs ou the purchase o ( raw materia ls re­
quired for manufacture of certain notified goods on 
fulfil1nc111. of ce rtain cond itions. T11 case of 'iolation 
of any of the conditions or issue o[ false declaration 
by reason of ,,·hi ch tax on sa le or purchase ceases to 
be lcv iablc, the dealer becomes l iable Lo pay a sum 
equal to th e amount of re];ef ;n lax ecured by h in1 
o rchase of such raH· malcri::ils. 

n Sales T::ix. C ircle, Haldwaui, a dealer hold ing 
recognitio n certifi cate for manufacture of hume pipe, 
spun pipe and " ·a ter storage tank etc. purchased, w ith­
out paymen t of Lax, ir on wires for R s. f>,74,85 1 and 
R s. 5.50.943 dur ing the years 1980-81 and 1981-82 
respect ivcly on the strength of declarations in form 
111-B and uti lised it in the m anufacture o[ th e afore­
mentioned goQds. Since the manufacturer was entit­
lccl Lo 

0

1:my ra\11 ma terials at the concessional rate of 4 
per cent on ly and not tax-free, there ~1·as short levy 
of ta."<: by R s. 45,031 in the t~rn years . 

I 
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The mistake was pointed out 111 audit in April 
1986;yeply of the departmen t is awaited (March 

·~·Ii: Sales Tax Circle, Hathras, a dealer holding 
r ecogmt10n certifica te for manufacture of glassware 
and glass bottles purchased, without payme nt of tax, 
plastic pumps, rubber belts, pulleys and fire-bricks as 
raw materials for Rs. 1,37,8 13 and Rs. 35,108 during 
the years 1980-81 and 198 1-82 respectively, on the 
strength of declarations in form III-B. As plastic 
pumps, rubber bells, pulleys and fiTe-bricks wer·e not 
raw materials for manufacture of glassware and glass 
boules, the dealer was not en titled to tax-free pur­
chases of these goods on the strength of declarations 
in form 111-B. H e was, therefore, liable to pay tax of 
Rs. 11 ,024 and Rs. 2,808 (a t 8 per cen t) being equal 
lo the amount of concession secured by him du ring 
the yea rs 1980-8 1 and l 98 1-82 r espectively. 

The omissiou was pointed out in audit in Septem­
ber l985; r eply of the department is awai ted (March 
J987y 

\._.)?Ii) _I? Sales ! ax Circle, Kanp ur, a dealer holding 
rccogn1t1on cert1f1cate for manufacture of chemical 
f ertili zcrs pm·chased valve spares a n cl pumps etc. at 
concess ional ra te of ·l per cent on the strength of dec­
l:iratio 11 s in form Ill-B for Rs. 3.87,816 ancl Rs. 3,76,338 
du r ing the yea rs l 979-80 ancl I 980-81 respectiv·cly. As 
' alve spar es a11d pumps ·were not raw materials for 
manufacture of chemical fertilizers, the dealer was 
Jiable to pay tax at 8 j)er cent, instead of at conoes­
sional rate of 4 per cent. This resulted in short levy 
of tax amounting to Rs. 15.512 and Rs. 15,053 (at 4 per 
cent) for the years 1979-80 and 1980-81· respectjvely . . 

The mistake was pointed ou t m audit 111 J a l'mary 
1986: Peply of the department is awaited (March 
1987). 

13 A.G.-3 
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T h e above cases \Vere reported to Government in 
Apri l 1986, SepLember 1985 and J anuary 1986 res­
pectively; their reply is awaited (March 1987). • 

• 2.7. Non-levy or short levy of tax, interest and penalty 

2.7.y Additional tax 

-fa) Under Section 3-E of Lhe U. P. Sales Tax Act, 
1948, every dealer liable to pay tax under the Act, the 
aggregate of whose turnover exceeds ten lakh rupees in 
any assessmenL year, shall, in addition to tax payable 
under any oLher provision of the Act, be liable to pay an 
additional tax calculated at the rate of 5 per cent of 
the Lax payable by h im for that as essment year. 
H owever, the ad<li tional tax was payable on ly for 
the period commencing from 1st October 1983 . 

Jn Sales Tax Circle, Lucknow, the turnover of a 
dealer on accoum of sales of toddy was determined at 
R s. 1-1 lakh and R s. 16 lakhs for the years J 983-8-l 
(October 1983 to March 1984) and 1984-85 respectively 
and tax of R s. L 12,000 and R s. 1,28,000 respectively 
was levied at the rate of 8 per cent, but additiona l tax 
amoun ting to R s. l ~,000 for the years 1983-8.+ and 
1984-85 was omitted to be levied by the department . .. 

On the omission b eing pointed out in audit (N ovem-
ber 1985), the departm ent stated (June 1986) that addi ­
tional demand for R s. 12,000 for the year 1983-8-.1: and 
1981-85 had been raised in No\'ember 1985. R eport 
on recovery is awaited (March 1987) . 

Government, lo whom th e case was reporiecl 111 

D ecember 1985, endorsed (October I 986) the reply of 
ti e Yepartment. 

) •• As per• Section 3-F o[ the U. P. Sales Tax Act, 
,• every dealer liable to pay tax under the A c1 . 

sh a ll . 111 addition to the said tax, pay for that :l '>Sl''i ';-

I 
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· men L ) ear a1 t a<l<li tioual tax aL Lhe raLc of one per cent 
of . hi · ·wrno\'er of sales and purchases liable Lo Lax . 

ln Sales Tax Circle, Lamdownc (PaunL, the Forest 
DepanmeuL of U LLar l)ra<lesh sold resin for 
R~. 15,28,605 and timber for Ks. 6,20,067 Lo a corpo­
ration (comrolled by Lllc ~Lale Government) during 
the years 1979-80 and 1980-81 respectively. The 
sales being supported by the prescribed declaration in 
torm ~-D, tax al a concessional rate of 4 per cenL was 
lev ied ther eon . Additional tax at tl1e rate of one per 
ce11t " ·a:,, ho\\'cver, omiued Lo be levied. Additional 
tax. noL le\·ied amounted to Rs. 15,286 and Rs. 6,20U 
in respect of the sales made in the years l 97~J-80 and 
I 980-81 respecLi vely . 

On this being pointed. out in audit (April 1985), Ll1e 
department Lated (September 1986) t llat additional 
demands for R s. l 5,286 and Rs. 6,200 for the years 
1979-80 and l 980-8 I r esp ecLi \'e l y had since been raised 
in April 1985 a nd September 1985. Report on re­
covery is awaited (March 1987). 

T he case was rcponcd Lo Go\ernmcnL in J une HJ85; 
their rcp l) is awaited ( l\f::irch l !)87). 

Pu ff l/(/se la.c 

ruler the U. P. Sales Tax AcL, 19 l8, Govcru­
cpartnrcnts/ uudcrtakings in U uar Prade ·h arc 

c11titlccl LO p11rcliasc good s for the ir mvn requirements 
at a rn11 ce:,~io11al r:uc of Lax by furnishing a declaration 
in form '.~-D prO\ idcd the good arc not resold or used 
in tl1 c m::111ufacturc or packing of any goods. In the 
event of viol:Hion of these condiLions, the GQvernment 
cleparLmenLs/undertakings are liable to pay~ as pur­
chase tax, an amount equal to the difference between 
the norm::i l rate of Lax applicable LO the sale of such• 
goods and the rate at which Lax had been paid by the~ . ' 

\ 
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(a) In Sales Tax Circle, Kanpur, a Govern111ent 
factory purchased cotton ropes for Rs. 6,35,761 during 
the years 1977-78 to 1979-80 and bamboo poles Eor 
R s. 4, 7 3 ,096 during the year 1979-&0 at the concessional 
rate of 4 per cent by furnishing declarations in form 
3-D and resold these goods along with the tents sold by 
them . The facLOry was liable to pay purchase tax of 
Rs. 19,072 on cotton ropes at the rate of 3 per cent 
(8 per cent minus 5 per cent) and R s. 37,847 on 
bamboo poles at Lhe rate of 8 per cent ( 13 per cent 
minus 5 per cent), being the dillerence between the 
normal rate oE tax applicable and the conccs~ional rale 
of tax paid. 

The case was reported to the department and 
Gover nent i11 November 1985; their replies arc 
awa· cl (March 1987). 

b) Tu Sales · i;ax Circk, Ilapur, a dealer sold rub­
ber beltings LO two units of the U. P . State Electricity 
Board located al Kanpur and Aligarh for R '. 9,57 ,782 
and R s. 10,62,526 at the concessional rate of 5 per cent 
(including add it ional tax at one per cent) during the 
years 1978-79 and 1979-80 respectively on production 
of the prescribed declaration forms. J\s the rubber 
beltings were used by the Board in connection with 
generation of electricity, the concession was not ad ­
mi sible. The misutilisation of declaration forms 
resulted in short levy of tax amounting to Rs. 28.733 
and R . 31,876 for the years 1978-79 and 1979-80 
respectively . 

On th i being pointed out in audit ( farch 1983), 
the departmen t stated (November 1985 and February 
1986) thaJ: addi don al demands for Rs. 26,441 and 
R s. 54.~31 had since been raised against the aforesaid 
two units of the Electricity Board. Report on re-

•cQvery is avva ited (March 1987). 

I 
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The case was reported to Government m March 
1983: their reply is aw::iitecl (March 1987) . 

• 
(ii ) As per a G0Yernme11t notification d ated 3rrl 

April 197!1. tax on 'bullion and specie including old 
ornaments meant for meltin g" was leviable at the rate 
of 2 per cent (including add itional tax at one per cent 
11pto Gth September 1981) :-11· the point of first pnrchast• 
in the tate . 

Tn Sales Tax Circle, M athura . ::i dealer pur­
e 1ased old melted silver ornaments for manufacture of 
brazing wire, for Rs . . IJ.9.IJ,326. R s. 7 .. '51.881 and 
R s. 33.330 during the years 1979-80, 1080-81 and 1981 -
8'.2 (1st April 1981 to 6th September 108 1) respectivel y 
from unreg·i<;tered dealers but the tramactions \\·hi ch 
const ituted first point purchases within th e Stale " ·ere 
not asscs~ed to tax at the time of ini t·ial assessmentc;. 
The omic;sion resulled in tax amounting to Rs. 11.906. 
R s. l.1 ,037 and R s. 6G5 for the years 1979-80, 1980-81 
and 1981-82 respectively not being reali sed. 

On this being pointed out in audit (September 1983). 
the rlepartmcnt stated (January 1986) that the assess­
ments 1ad since been revised and the necessar y 
recov ·ies erf ecte<l from the dealer. 

Tn another case in Mathura Circle. a dealer 
·chased old sil ver ornaments for R s. 8,60.363 and 

R s. 1.G'.2.391 during t he years 1080-81 an<l 1981 -82 
fl st April 1981 to Gth September 1081 ) re pectively 
from un r eg;istered d eal en. for manufact nre of brating 
wire . Brn at th e time oE iu i Li al assessments. lax wa<; 
omitted to b<' lev ied thereon . Tax not levied t'l mount­
ed to R s. 17.260 and R s. ::1 .247 for the ve<lrs 1980-81 
and 1081 -82 rcspect i\'ely. 

• 
On this being pointed out in aud it (Septerrtber 1983), 

the d epartment stated (January 1986) th at the assess-

' 



ments had since been revi ed and n ecessary r ecovenes • 
effected from the dealer . 
-=-

The cases at (a) and (b) above were r eported to Gov-
ernme t in September 1983; their reply is await ecl 
(Ma h 1987). 

In Sales Tax Circle. Varanasi. ta,x was omitted 
to be lev iecl on purchases oE old silver ornaments 
amountjng to Rs. 1,54 ,O!J,330 made by three dealers 
clurin~ the years 1981-82 (from 7t h September 1981 to 
3 lst 1arch 1982) and 1982-83 . The omission resnlte<l 
in non-levy of tax amounting to R s. 1,54,0.?3 . The 
dealen were also liable to pay interest at 2 per cent per 
month upto the elate oE deposit of tax clue. 

On the om is ion being pointed out i.n aud it (June 
1984). the a sessing officer revised (February 1985) the 
assessments and ra ised addi tional demands For 
R s. l . .?4.053 , besides inter est of Rs. 1.00.865 fo r lhc 
period from October 1981 Lo Fcbrnary 1985 in case 
of one dealer and from October 1982 to February 1985 
in case of the oth er two dealers . One dealer deposited 
the tax (R s. !>9.665) under prote:,L. Report on the 
recoverv t111c from the o ther two dealers a1va ited 
(March ' 1987) . 

Th e case was reported to Government in Seplcmbcr 
1984 : their r eply is awa ited (1'farch 1987) , 

2.7.3. Interest 

Everv d ealer. li able to pay Lax under the U. P. Sales 
T ax Acl, 19.f.8. is required to submil returns of h ie; 
turnover al prescribed intervals and to deposit the 
amo_unt of t·ax clue within the time prescribed. T ax 
admi ttedly payable by a dealer. if not paid hv the cl ue 
date. hall ~ttra c t i•iterest at the rate of 2 per cent per 
mon th on . t'1e unpaid amount. Tax admittedl y pav­
able means the Lax which i payable under the Act on 

• 
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the tum over, as cl iscloscrl in t h e accoun ts m ainta in eel 
by th e ilealer or adm itted by him in any return or prr>-
ceed in under th e Act, whichever is greater. 

i) Tn Sales Tax Circle. Allahabad, in respect of 
turnover for the year 1979-80. a rleal er had deposited, 
within the prcscribecl period. tax amounting ro 
R<; .. 1> .61 ,822 against hi s admitted tax liability of 
R s. 7.7!).323 . Th e department issu ed a r ecover y 
cert ifi cate on 23rd Jul y 1984 requiring th e clealcr to 
deposit the h<1lance amounL oE ta x of R s. 2,13,:) 01 to­

gether ·with in Lerest payable from 2 1th Apri l 1081 
(th e date followin g th e elate of assessm ent), wh ich th e 
deale r paid in fnll on 27th Jul y 1981 (R s. 2, 13.501 as 
tax and R s. 10,423 as interest). The d ea ler was, h ow­
ever, li able to pay interest )n th e unpaid amount of 
adm itted tax from 1st J\fay 1980 (the elate wh e n th e 
tax first became paya ble) . 

On this bei ng pointed out in audi t (December 1981). 
the cle partment ra ised a furthe r demand for interest 
amountiug to R s. 2.07,348 on 17 th J anuary 1985. 
,,·hi ch the dealer paid on 23rd .J anuary 1985 . 

.(,i-t('Tn Sales T ax Circle, Aligarh , a dealer admitted 
hi s LnrnoYer For th e year 1980-8 1 as R s. 25.28,839. tax­
able at th e rate o f 8 per cent. Tax amounting to 
R s. 2.02,307 was assessed (2Sth Februaq 1983). and 
after ad iusting the Lax of R s 0:">.327 already paid by 
him. a net d em and for R s. i .Ofi.980 "·as raised. Since 
the demancl was not pa id . a recovery cer tihcate for 
R s. l ,Ofi.980 plus int erest chargeable a t 2 per cen1· pcr 
month was i s~ued on 16th April 1983 . The cle<1ler 
p;i id the ;:imount o f t;ix (R s.30.000 in J\ ~ay 1983 and 
Rs. 7n.980 in Tul v l <J83) bnt interes t due amO'linti ng 
Lo R s. 68,464 wa<; neither paid by the dealer nor de­
manded by Lhe department . 

' 
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On this being pointed out in aud it (May 1984), the 
department issu ed (May 1984) another recove~·y . certi ­
ficate for payment of interest of Rs. 68,464 which the 
dealer paid on various dates b etween June 1984 and • 
December 1984 . 

~h51cases at (i) and (ii) were reported Lo Go\'ernmcnt 
in ¥gust 1986 ; their reply is awaited ( larch 1987). 

V(iii) Tn Sales T ax Circle. Ghaziahacl, a dealer ck­
posited , for the year 1978-79, tax of Rs. 61 ,49.902 
o nly against the admitted tax of R s. 64,112,334 pay· 
able along ·with the monthly returns. The balance 
of R s. 3, 1'.2.43'.2 was deposited by him on 5 th M ar ch 
1983 . The deal er was, therefore. li able to pay in­
terest on the amounts paid short during various periods 
b etween 1st June 1978 and 5 th M arch 1983. 

On thi s b eing poi.ntecl out in :rnilit (November 
1983), the department stated (October 1 98'-~) that out 
of the in terest of R s. 3.51.630 due in this case. a sum 
of R s. 1.1 7.210 wao; paid by th e dealer in Tul v 198·1 and 
for the balan ce amount. the deal er h ad obtained a c;tav· 
order from the ap pellate authority on 16th Tul y 198'1 '. 
The appea l was, however. re jected on 29th Tune 198:) . 
R eport on recovery of the balance amount (R s.2.34 ,4 20) 
is awai ted (M <lTch 1987) . 

Govt;rnment. to whom the case 'ms r eporte<l in 
Ja nua;fy J 98,f, confirmed (April 1986) the facts. 

' riv) In Sales Tax Circle. Gorakhpur. a clealer 
(G~~1ernment clerartment) had deposited ta-x of 
R s. -1 4.604 (for the q u arter ending· M arch 1978) in 
.T\fay. 1981, althoug-h it 1vas rlu e for paym ent on ~ O t·h 
Apnl 1978. For the belated pavment. inl erest­
amounti~l!?; to R~. 3~ .007 (at the r ate of '.2 per cent per 
month .fo r 1·hc per iod Mav 1078 to !fay 1981) 1rns 
chargeable but was no t charged . 

• 

' 

• 



• 

• 

« 41 r 
On th is be ing poin ted o u t in aud it (Apri] 1!l84). th e 

departm ent stated (January 1985) that the full amount 
o f R~. ~!L0 07 h ad ince been deposited by th e dealer 
in Sep tern h er 1984 . 

The matter was reported Lo Government in D ecem­
ber 1085: th e ir reply is awa it rd (M<1rch 1987). 

2. 7.4/Penalty 

~ Section 4-B of th e U. P. Sales Tax Act. 1 fl I fl 
provides for a schem e for special rel ief in tax on p u r­
chases o f raw mater ial b y manufacturers (on Eurn ishin? 
certifi cate in form IJT-B) for use in th e m anufacture 
o f cert"::i.i n notified goods provided the m anufacturecl 
goods :ire sol<l by them in the State or i n the course of 
in ter -State trade or commerce. or i n th e cou r se o f ex­
port o nt of India . Tn the e\•ent of violatio n of an y o f 
the condit ions. th e deal er becomes li ab le to pay. as 
pena lt y. an amoun t w hich shall not be less than the 
amo u nt o f tax that ·wo uld have been payable u nder 
t he provis io ns of the Act on the s::i le of s~1 ch not ified 
goods in the St ate and not more than th ree time th<' 
amou nt o f su ch tax. Simi lar]\·. where a dealer hold· 
in g; a recog·nition certificate. a fter purch asing i:mods 
(raw materia ls) at a concessional rate of tax or ,,·ithout 
paymen t o f tax. u ·es such goods for a purpose ot her 
than the decla recl purpose or dispo. es them of other­
wise, h r sh<1 ll br l iable to pen<1l tv not l esc; than the 
<l ifference between the amount of tax pavablc at the 
p rescri bed ra le and th al pa id <1 t the conce'ision<1l rate 
0 1· amount o f tax tha l woulcl ha,·e been lt=>v ierl on c;ale 
o r purchase o f such !W(){l~ and n ot exceedi rw th ree , . ,.., 
ti me the amo unt of such difference or of Lh e tax. a<; tlie 
case may be. 

(a) T n Sales T ax C ircle, Ghaziahal (I de•fer had 
transferred on consig·nmen t bas is to h is b r anch '>utside 
,th e StatP. iron and steel valuing R s. 15.56.800 and 

\ 
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Rs. 59.97. l 02 during the period from I st November 
1978 to 3 1st March 1979 and 1st April 1979 to.3 1st 
~larch 1980 respectivel y . T he goods tran Eerred had 
been manufactured out of raw ma terial purchased by the 
d eale r Free of tax hy furni shing certificaLe in form 
IJJ-B . For violat ion of the provisions oE the afore­
~aid scheme for ~pec ia l reli ef, Lhe department imposed 
penalt y of R s. :17.805 :md R s. 2,26,000 on the dealer 
in respect of the ye<1rs 1978-79 and 1979-80 respect ively. 
H owever. the mi ni mum penally actual ly leviable 
worked out to Rs. 62.272 and Rs. 2,39.884 r espectively. 
being the amounts of tax whi ch would have been lcvi ­
ahle on the sale value of iron and steel with in the 
State . The penally imposed short amounted iO 

Rs. 4.1 67 and Rs. 13.884 for the years 1978-79 anrl 
1979-80 respectively. 

On th is b eing point ed o ut in anclit (August 1984), 
the department slated (Fe bruary 1986) that a further 
penalt y of Rs. 12.1 :) 1 a nd Rs. 13.88ll hacl since been 
impmed for the years 1978-79 and 1979-80 respect ively. 
Rci??"t 0 11 rcco\ er y is a\\'a ited ( farch 1987). 

'v(]J) In auothcr ca~c in G haziabad Circle, a dealer 
tr;:i nsferrcd outside the Stale on consignment basis 
(otherw i ~e than by ·way of sa le) r ice, m illed out of pad · 
dv pnrcli asecl tax-free. fo r Rs. 7.52,388 d uring the year 
198 1-82 . For violation of the conditions of Lhe scheme 
for special relief. the dealer was li able to pay a mini ­
mum pena]ty of Rs. 30.09?> . r epresenting the amoun t 
of tax wh ich would have been payahle on sale of rice 
in th e State. The m inimum penalty was, however. 
om itted to be lev ied. 

• 

On the o mi c;c; ion being pointed out in aud it ( fay 
1985). Lh~ clepari-ment stated (Februar y 1986) that 
penaltv !)t R s. 19.182 (eq ual to the amount of tax on 
the value of padd y used) had been imposed under Sec-

' 

• 

• 



• Lion 4-B (6) of the U. P. Sales T ax Act . The depart­
ment was again appr ised (Apr il I 986) of the poc; ition 
that min'lmum penalty lev iable under Sect ion 1-H (fi) 
of the U. P. Salee; Tax cl. 1918 "·a'> R c;. ~ 0 ,09:) (i. c. 
eq nal to the amount of tax leviable on the '>ale of 
notified goods) :rnd no t R s. 19.1.::J'.?. equal to the 
amount of tax on the \'alue of raw materials (raddv) 
mecl . Report on furth er action taken is awai ted from 
the cl e artrncnt (March 1987). 

c) Tn Sales 1hx Circle, Agra. a dealer holcl in Q; a 
r ecognit ion ccni fi cate for man ufacture of C. T. ca<;t ings 
purchase<l free of tax <lnrinp; the year 1981-82. raw 
material (iron ancl c;tecl) for R s. 8.0f> . .'109 bv furni c;hi mr 
a cenifi ca te in form TTT-B . Out of this. rm,- ma ter ial 
worth R . 4.00,000 (approximately) was used for m::rn u­
facture of weigh t ancl measures. Since the ckzilcr had 
not used the goods for the declared purnose. he was 
liable to pay a minimum penaltv of Rs. lG.0•00. H ow­
ever. 11 0 penalty ,,·as imposed lJY the department . 

The ca ·c was pointed out in 
1985 ; rep ly o [ the department 
1987)' 

audi t in September 
1s awa ited (1\farch 

The cases at (a). (b) and (c) were report ed to Gov­
ernment.- in Aug,·ust 198- l, Mav l 98?> and Sept em her 
1985/spectively: the ir reply is awaited (J\f arch 1987). 

'\,,(cl) Tn Sales T ax Circle. Lucknow, a dealer (hold­
in g- a recoo-nition certif1cate for manufacture of oil) '' ,, 
purchased oi lseeds for R s. 85. 18 lakhs at the concec;-
sional rate of 2 per cent during the yea r 1977-78. O ut 
of the manufactured oil. the dealer tran.,ferrecl oil \'alu­
ing R s. ·1.64 lakh outside the State on i;onsig;nment 
basis . T he dealer wac;, thus, liable to pay a mi ni~um 
penal ty of Rs. 23,203. bu t it was n ot impo eel . • 

\ 

• 



• 

44 ) 

On the omission being po inted ou t in aud it (Novcm · 
ber 1985), the department stated (May 1986) that the 
pcnalt) of Rs. 23.203 had si nce been imposed •on the 
dealer. Reporl on recovery is awaited (March 1987) . 

Gover ment. Lo whom the case ·was reported in 
Noven er 1985, endorsed (June 1986) the act ion 
take1 y the department. 

e) Tn Sa1cs Ta.x Circle, R ishikesh. a dealer 
holcl ing recogn ition certificate for manufacture of paints, 
varn ishes. th inners and constituents tbereof pun:hasecl 
resin for Rs. l O,SG..1-70, without payment of tax. during 
the year 1980-8 1 on the strength of prescribed decla­
rations (in form TT T-B) . Out of the manufactured 
g·oock the dealer transferred goods (rosin ) valuing 
R s. 2.3!J.358 ou tside the State on consig-nment basis in 
contravention of the aforesaid provis ions, for wh ich 
he ·was liable to pay a m inim um penalty of Rs. 21.182, 
but it was not imposed. 

On th e omission being pointed out in audit (M::ry 
1986). the department intimated (February 1987) that 
penalty of R s. ~3}135 had been imposed on the deal·er. 

The ca e was reported to Government in May ~ 986; 
thereply is awaited (March 1987). 

\jff) I n Sales Tax Circle, Hathras (district Aliga rh). 
a dealer holclinQ,· recognition certificate for manufacture 
of cast iron goods purchased iron and teel , without 
payment of tax. for R s. 2.97,977 and Rs. 1,32.106 du­
ring the yea rs l DS0-81 and 1981-82 respectively o n the 
strene;th of decla rations in for m III-B and ut il ised 
Lh c same in the manufacture of machi nery ancl part" 
thereof. instead of cast iron goods. The dealer ·was. 
there liQre. l i~bl e to pay a min im um penal ty of 
Rs. J?,?03 for the years 1980-81 and 1981 -82, but no 
penal ty was imposed . 

' 
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On the omission being pointed out in audit (Oct0·· 
ber I 9S5), the department intimated ((February 1987) 

'that penalty of Rs. 34,000 had been imposed on the 
cleal·er. 

The c~se was reported to Government in October 
198.Y their reply is awaited (March 1987) . 

v{ii) Under the U . P. Sales T ax Act, 1948, and the 
Rules made thereunder, every dealer, whose turnover 
in any assessment year exceeds r upees two lakhs, is 
requi red to submit to the Sales Tax O ffi cer a monthly 
re turn of his turnover before the c>..piry of th e nex t 
succeeding month a11d Lo deposit the tax clue under 
the Act at the time of or before the submission o( su ch 
returns. In case of failure of the de~lcr to [urni ·h 
the r eturn or to furnish it within the time allowed or 
Lo deposit the tax clue under the Act. the assessing 
o fli cer may, a[ter proper enqui ry, impose a. penalt) on 
the dea ler, in addition to the tax payable by him , 
which ha1L be not less than ) 0 per cen t but not exceed­
ing ~5 per cent of the tax clue, if the tax d ue is uplo 
ten thousand rupees, and 50 per ceut oF the 1ax due, 
if it is above Len tho usand rupees . 

In Sales T ax Circle, Pratapgarh, a dealer n ei ther 
furn is heel the returns of his turno\'er for the rnon ths of 
November 1979, J anuary 1980 and February l. 980 
(pertaining to the year 1979-80) and May 1980, Novem­
ber 1980 and J anuary l 98 1 (pertaining to the year 1980-
8 1 ), nor depos ited the tax d ne nnclcr the Act for these 
months. As the tax payable for each of the aforesaid 
months was above ten thou ·and r upees . penal ty not 
less than ten per cent but not exceed ing fi fty per cen t 
of Lh e tax clue could be imposed by th e as~essing ~utho 
rity , bu t this aspect wa not considered wltil e n'a,.kin f?; 
assessment in June l 982 and March 1983 [or the years 
1979-80 and 1980-81 respectively . 

\ 
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On this being pointed o uL in audiL (Ocwber 198:3), 
the assessing officer imposed penalty of Rs. l f ,000 and 
Rs. 49,000 for the years 1979-80 and 1980-81 in April 
1985 and Augu~L . 1985 respeCLivcly . Report 1.m 
recovery is awaited (J\farch 1987) . 

case was reported LO Government in J anuary 
their final rep ly is awaited (March 1987) . 

(tii) As per the provisions of the U. P. Sales Tax 
AcL, rn 18, it any dealer or pcno11 ha:i concea led the 
parLLculars of his turnover or h as deliberately furn ished 
111accurate particulars of such Lurnover, the as~essi ng 

attLl10riLy may d irect that such dealer or person shall 
pay, by way of pellalty, in addiLion Lo the Lax payable 
by him, a sum not less than iJ O per cen t, bm noL exceed­
ing one and a half times, of the amo utll of tax 1\'11ich 
would thereby have been avoided. 

In Sales Tax Circle, Etah, a clealcr, i 11 his returns 
for the ) ears 1981 -82 and 1982-8~~ , c.li~closed purchases 
ot dic~el engines from outside Lh e State \':t l u­
rng Rs. 20,06,400 and Rs. 20,5 L250 respcn i,·cl). 
and the assessments ,\-ere rrnalised accord ing ly. 
H owever, scrutin y of the dealer's acco11 111s of 
purcha~es , as indicated in form XXXl , i,, howed 
that clie~cl engine:, were purchased Lo the extem of R s. 
22, l-1,69Q and Rs. 23,8-1-,62 '.~ cl uring l 98 1-82 and 1982-
83 respccti vel y. Thus, purchases had bec11 su ppressecl 
to the extent of R s. 2,08,2~)3 a11d Rs. 3, :r~, ~7 3 respect · 
1vcJy. After adding element of profit al 3~ per ccnL 
(as d eclared by the dealer) , the amo unts of suppressed 
sa les of diesel engines, which escaped assessment, work­
ed o -ru, to Rs. 2, 15,583 and Rs. 3, 1:5,0·H, involving tax 
liabd ity (at (j per cen t) of Rs. J 2.934 and Rs. 20,702 
respectively. Besides, the dealer was also liable to 

• 
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penalty up to one and a half t imes th e amount of tax 
leviible for concealing Lhe particulars of his turnover . 

The case was reported to the department and Go' -
ernment in J anuary 1986; their replies are awaited 
(March l 987) . 

2.8. Under-assessment of Central sales tax 

Under th e Central Sales Tax Act, 1956, on inter­
Stale sale of goods other than declared goods, not sup· 
ported b y the prescribed declarations, tax is leviable 
at the rate of ] 0 per cent or at the rate appli cable t.o 
Lhe sale o · purcha e of such goods in the State, " ·h ich­
ever is igher . 

As per Stale GovernmenL notification of 15th 
ovember 1971 read w ith that of 2 lst ~ray I V7-1. th e 

item relating to 'machinery' appeariug in Lhe Schedule 
thereLO "·as amplified to include 'water pumps' . It 
has also been judiciall y h eld* that vvater pumps and 
pumpi ng sets \\"Ottlcl be taxable as machinery ancl not 
as 'agTicultural implements· from the year 1971 . 
Further, in terms of State Government noti fi cation 
d ated I st October 1975, inter-Stale sales of ag ri culturnl 
implements were taxable al 4 per cent . 

In Sales Tax Circle, Agra. on t he inter-State sales 
(not supported by the prescribed declarations) of pump­
ing sets for R s. 2,20,000 made by a dealer dur ing t.hc 
year 1977-78. Lax " ·as levied by t he department at the 
rate of 4 p er cent (as per noti ficat ion dated lst October 
197:1) treating th em as agricultural impl ements. As 
Lhe pumping sets are not agricultural implements. 
their sale was liable to tax at 10 per cent. The m1'i· 

take rcsulLccl in short: levy of tax by Rs. 13,200. 
• • 

~~~~~~~~~~~~~~~-· 

* Allahabad Hieh Court decision 1975 U . P. T. C. 88 read • with 1982 
U. P f C. 1015. 

\ 
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On this being pointed ou t in aud it (June 1982), the 
department sta ted • (October 1983) tha t on in te1-State 
sales of pumping sets tax was leviable al the rate of 4 • 
per cent as applicable to agricultural implements. 
The r eply of the depar tm ent, which was endorsed by 
G ove nmen t in April 1986, is not in conformity w ith 
the aid notifications and the judicial opinion . 

(ii) T he Commissioner of Sales Tax decided in 
ctob er 1977 tha t crush ed bones and bones \Ver e one 

and the same thing, taxable under the item 'bones in­
cl udi ng ho rns and hoops'. It has also been jud icially 
held* tha t crushed bone are bones and not fertil izers. 

ln Sa les Tax C ircle, D eoria, in ter-State sa les of cru­
sh ed h oops and bones amo unt ing Lo R s. 1;107,024 and 
R s. 39,0.50, mad e by a dealer during the year · J 979-80 
and 1980-8 1 r espect ively, '\'ere exempted from le\'y of 
Lax t reating t hem as fertilizers. T he sales n ot be ing 
suppor ted by- prescr ibed declarations in C or D form 
were l iable Lo tax at l 0 per cen t. T he mistake r esult­
ed in tax being levied short by R s. 11,607. 

T he case was r eported to the department :rncl Govern ­
m ent in February 1986; their repl ies a rc awa ited 
(March 1987). 

2.9./ urnover escaping assessment 

\,/(i) Tn Sales T ax Circle, B:i. reilly. a ma nufacturer of 
transmission towers and steel structures had , intrr alia. 
di sclosed inter-Sta te sales of R s. 46.64,000 d uring the 
year 1979-80. O f this, sa1cs amoun ting to R s. 45.42,000 
were CO\'er ed by declarations in form 'C' and the re­
main ing sales of R s. 1,22,000 wer e not covered by any 
declarations. T he assessmen t was completed accord -. 1 • • m g y . • 

• Yasin Oonc M ills vs. State of Uttar Prade~h (1980 U. P. S. T. C. 450) 

I 
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r \ scnu 111) oI the J e tailc<l srnLemeuL of iuLer-StaLe 
sa les_ lrled by the dealer revealed Lhat, in addition LO 

the abo\'e inter-State sales, he had made sales amount­
ing to R s. 5,22,900 to the D e lb i Elect ric Suppl) Under­
takiug which had neiLher been di~dosecl iu Lhe dealer's 
returns nor assessed LO Lax. Tbis resulted in short 
le' y o[ Lax amouming LO Rs. 5!::!,2VO at tl 1e rate of ten 
per cent. The assessee was abo liable to pay interest 
for non-payment of the ta,x . 

On this being pointed out in audit (SepLember 1984), 
Lh e assessing officer rectified the mistake in October 
1984 and raised an additional demand for R s. 52,290 
and ordered to pay interest at Lh e -..-dte of 2 per cent 
per month up to the date of deposit. Report on re­
covery i~ awaited (March 1987)·. 

The mauer ·was r eport eel 
Govennn ' 1l in D ecember 

March 1987) . 

to the depart ment 
1984 : thci r rep lie:. 

and 
a re 

1) At Bublldshahr, the ta~ablr purch::tl:lC turn­
U\ er of 'gw · during th e year l V7G-77 was found to have 
been ·wrongly shown by a de::iler as R s. 7,38,95 7, in­
stead of as Rs. 9,06,947 . The mistake, which had 
remained undetected in the department. resulted in 
sl1ort lc:v y o[ Lax amou nting Lo Rs. 1 J .759 at the rate 
of 7 p er cent (inclusive of addi tiona l tax at one per 
ce?t) . 

On this b eing pointed out in audit. (June 198.3). the 
department raised (July 1984) an additional demand 
for R s. 1 l,7:)9. Report on r ecovery is awaited (March 
1987) . 

• • 
The case was reported to Government 

1 98~~ ; th e ir repl y is awaited (Mar ch 1987). 

.. 
tn j\ugust 

13 A. G.-4 • 
• 
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/ . Loss ol revenue J!·i!~~ll certificate 
due to non-cancellation of recog-

• 

• 
• 

As per 1101 i r1ca1 ion dated ~ Ot h Ma) I q 7 () i~., ued u n­
dc:r rhc U. 1~ . Sak-; ' Pax .\ ct. l~J!~. 110 concc~-.ion in 
tax i .~ admissible for p11rcha:-.c o( raw 1n:uerial to l>e 
med 1n the manufact urc of 11 01 i lied good:-.. ii" the good-; 
rnanufoctured b} the unit :ire 11ot li a ble to t:-ix at all") 
·1agc unde r th~ .'\CL i tnd. 

In Sak:, fax Circle. F:trrukhabad. a Mtlialwri sa1n1t1 

holding rccog 11i tion cenificale. e lfeni"e from ~8th t\Iay 
l ~J/ i r !or rnanufacl ure of 'iOap, purch:ised oi I and caw;-
1 ic ~oaa worth R ... 6 , 0~L:W'.! and R:-.. :19,0·J.8 re11pccti\·eh· 
cl ming the year-. I ~l/()-77 to I 97~1-80. \\-it hout payment 
ot 1ax. 011 rh e -,treng1 h of d eclara tion i11 fo rm Ill -H. 
r\.., the sal/(/lwri S(lnt ili w::i'i an inst i1u1 ion cert i!led by 
tile LT. r. Kh adi and \ ' ilbge Jndu ~tri cs Board. Lnck11 cn,· 
and ::-ale.-. of g·ood., rnan u lact urccl by it were ex.em pt 
l1om tai... 'vide no1irlc~nion'> daLed :1 0th Jrn1c J9()'.{ (a-, 
:1111e11dcd) :u1d ~ !lLh .Ju11c 1 97~1. ii \\'as 11ot en titled Lo tax­
i rec purchJ'>C of r:rn· material . The c1epanme11L. hm1·­
C\ er. did 1101 iniLiate al1\ a( tion i11 Lime to cancel it' 
recogn iLion cenificale. 'This resulted in loss of re\e­
nuc amoun1 ing to R!\. '.27.~!) .i c111r i11g lhc year' J ~) /!i-77 
l() 1 ~ 1 79-80. 

On 1his bei11g- poin Lcd 011 L in audiL (1\11gu~t I ~l8ti ). 
Lhr ?~parlmenl ~ 1.a1 ecl (April l!l86) th;-it rhe recognition 
ccn1hca1c gra nted to the ·n/inlwri .w111iti could neither 
b<.> cancrllccl retrmprcti\·e l ~ nor cou ld ::my penal an ion 
be t:-iken agai nst 1he .rn111il i al th i ~ -.1age. 

Th<:' . c;-i~c wa -; reported LO Governmen t 111 Ang11st 
l!J85 ~ thei r reply is aw~1itecl (~[ arch 198i) . 

' 
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• v£. Misappropriation of Government money 

Under the U. P. Sales Tax Rule, 1948, in the first 
week o't every month the Sales Tax Officer is required 

•to send to the officer in -charge of the treasury or sub­
Lreasm y. as the case may be, a statement in Form 
Xlll showing the clepo~iLs of tax made during the 
previous month for Yerifi.cation by the Treasury 
Officer concerned. 

I t was noticed by audit that amounts aggTegating 
Rs. 26,400, shown in the Sale Tax Circle, Hapur as 
having been deposited in the sub-treasury, H apur on 
17th ~fay l 984 u nder the h ead "040-Sales Tax" through 
LhirLeen challans, w~ere not traceable in the treasury re­
cords / bank scrolls . Apparentl y, the amount had been 
misappropriaLcd . The misappropriation had been 
faci litat ed clue Lo non-observance of the above proce­
dure. 

011 th is being pointed out in audit (March 1985). the 
Tl:ea~ury .Officer, Ghaziabad confirmed the misappro­
pnat1011 of Rs . ~6,400 . Report on action taken against 
the person con cerned is m\TaiLed (March 1987) . 

The case was reported .to Government in J an uary 
1986 ; their reply is awaited (March 1987). 

• 
• 
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CHAPTER 3 

EXCISE DEPARTMENT 

STATE EXCISE 

3.1. Results of Audit 

• 

·1 ·cst check of the accoun1 rcco1 els of the State E'\.cise 
Offices. conduct ed in audit durin g· 1he year 198P>-86. 
revealed non-levy o r short levy o( duties and fees 
amo unti11g ro Rs. !5 1.53 la khs in !1 ~38 cases, which 
broud ly fa ll unde r t he fol lowing categori es 

Number 
of 

case-; 

I. Non-collcc.:1ion o r ~hon collectio11 I:! 
of licence fee 

.., Non-levy o r ~hon levy of duty on 10 
wa 5!al!eS of spirit 

Shon k vy of dul y due to adoption of S 
incorrect >treng1h in is~uc of Indian 
made foreign liquor 

4. Shon levy of expon d111y on .I ndian 
made foreign Lquor 

~ . Non-receipt of verified passes 

<>. Non-rcalisai ion of composition fee 

7. Non-:cvy of inlercst 

8. Other cases 

7 

879 

7 

14 

Total . . 938 

Amount 
( In l:lkh~ 
of mpecs) 

10.55 

0.59 

18 08 

0.49 

14.66 

0.44 

0.95 

5.77 

51.53 

• 

A few imponam cases arc 111e11tionccl in the succeed­
ing paragraph~. 

• • . 
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Short realisation of licence fee due to adoption of 
lower insta lled capacity 

Unclcr 1hc U. P . E:-.: lise Act. 1910 and the rule · 
framed 1licrcuncler, a licence to work a di t illery is 
granLccl Lo <111 applicanr ahcr he ha'> (a) atisfiecl the 
Excise ComrnissionC'r that tl 1e proposed b ui lding, 
Ye e l5, plant :rnd appa 1·atu ~ to lJe m ed in connection 
"·ith Lh c manufactn rc of f> piri l are in conformity w ith 
the plans 5nbmitLcrl b~ him. (b) deposited th e requ ired 
amount of security a11cl (c) pa id th e licence Fee in ad­
vance at the pre~crihcrl rat·e on th e bas is of yearly in­
stall ed product ion capacity of the di sti llery (as certifi ed 
b y the Direclor G ene ra l of Technical Den:·lopment. 
Government of India') for the year or part the reo f for 
which the licence is g ranted . No alteration or add i­
tion in or to the ex isr ing building or in or to sti•lls 
and other pe rmanent apparatm can be made w ithout 
perm ission of th e E xci e Commiss ioner . 

1 n the case o f two distilleries a t Ghaziab::id :inn 
C:orakhpur. the D irccLor General of T echnical De,·e­
lopmcnt accepted i11 let ter'i d:ned 3 I st March 1979 
a nd 11 Lh June 1079. the increa. cd in~talled capaci t ies 
of 13.6% kilolitre· and 27.000 kilol itres and issued 
cerl ifica teo.; 10 lha t c ff ect. I .icence fee at th e enhanced 
ra te w:is. however. realised from the war El80-81 , 
instead of from the ' ear 1979-80 i11 which the in f>t<dled 
ca pacitie'i were incrca. eel . This result ed in short r ea­
li o;ation of licence fee a mounting to R . 23 .8.~2 ancl 
R s. 28.SGO in respect or th e afore. a icl t"'o di stilleries. 

On th is bei ng po i111 ed o u t in auclit (FebruaTv 1982 
an d May J 08.S). lhe cl epartmrnt intima l'Ccl (~ugu t 

1084) thar the amoun t of R s. 23.8:>2 in respect o~ th e 
Gh::iziahad di . Li1lcrv hacl since h een reali sed in Sep­
tember 198~. R eport on action taken in respect of 
th e o th er rl isri ll erv is st i ll awai re cl (March 1987). 

• 
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The cases were 1eponecl to Govcn1mc11t in F~brua1v 
1982 an cl l\fay 1985. Government e ndorsed ( epte111-. 
ber I 98LI) the cl epanmen t·s reply of Augmt l !)8-J iu 
respect of the Ghaziabacl cfotill ery: their rep]) i11 the 
oth er case is awa ited (M :-i rch 1987). 

3.3. Non-realisation of excise duty in respect of transit 
losses 

Under th e U. P . Excise Acl. 1910, r ead with the 
Uttar P rad esh Issue of Spirit from Distilleri es Rules, 
1910 (as am ended in 1978\ an allov\'ance upto O.n per 
cent of spirit t ra nsported or exported u nder bond in 
wooden casks o r metal ve c;cls is admissible for the 
actual loss in transit (bv leakage, evapora tion or o ther 
unavoiclable causes) . The Rules do not provide for 
any allowance for loss in tra nsit wh ere ·p ir it is trans­
ported in bottles. It has also been judiciall v h eld* 
that in such cases n o claim for loss in tra 11si1 is adm i­
ssible. 

On a transit loss of l ,3~16 . .'> alcoholic litres of sp iced 
country spirit, transported in bottles (B2 con si~n ­

m e nts) uncler bond from a distiller, a t Dehrachrn to 
the bonclecl 'rnreh ouses at Barahanki. Ha hra ich. Bijnor 
and Dha rnpur (dis tri ct Bijnor) during the pcriorl 
from M ay 1981 to i\fav 1985, exci-,c duty amounting 
to R s. 38,470 was lev iable but was no t Je, iecl. 

On the mistake being pointed out i11 audi t (Frh­
rua ry 1986), the department stated (February I %7) 
that the short lc,·y of duty hacl been rnaclc good bY 
d edncLing ii' from' the cost pr ice of liquor pa \ ablc to 

the "di stiller~ The amo1111L " 'as depos ited into trca­
rnl)1 in J anuar y l 987. 

• Civil Miscellaneous Case No. 2604 of 1973-Mcs,rs. Mohan Me::ik in 

Breweries Ltd .. Lucknow 1•s. Slate of U. P. and others. 

• 
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Go\ernment. to \1·hom the case wa:- reported in Fcb-
ru ;u.y 1986, c11dor!>ecl (Februan I !JS/\ the repl y of 
the cl epanrnent. 
3.4. Under-assessment of duty due to non-adoption of 

actual strength of Indian made foreign liquor 

LTnclcr the U. r . E:-..ci!'le An. ]~ll(l a nd the rule<; 
made thercu11der. read with the U. I'. Bottling of 
Foreign Liquor Rule:;. I!) () ~}. I he ... ::il c stre11gth pres­
cribed for whisk~, brandy. rum and gi11 are the appa­
rent strength of spir it as indicated by the lwdrnrneter 
after the acld itio11 of the coloming and Fla vouring 
material s. Th e st reng th sn indica ted i.., to be men­
tio11 ecl on hbcls LO be afhcc! to the sea lecl and cap­
suled boulcs. The 111inim11m ~tre ng th for i!-1,ue of 
whisky. br:rndy and nun is '.2.") 0 U P (i.e .. 12.8 per cent 
h) \'Olu ine\. a nd for g in it j.., :1:1° U P (i.e .. :~7. l per 
cent by \Olurne). A margin up to one de~rcc below 
the pre~cri becl ~ll -englh (i.e .. 0.57 per cent by ,-olumc) 
i,_ hcl\l·evcr. al lo\\Tcl under the r ule-;. The clu t\' is 
chargeable per li tre of alcohol cont ai11ecl in the Indian 
made foreign liquor in ~calecl and cap!)ulccl bott les. 

Fourteen disti lleries in the cli!>tricts o[ r-.J eerut. 
U11nao. Sahar;rnpur. Ghaziabad. LncknO\\", N :i ini TaL 
Gonda. Gorakhpur ;u1d Rampur lll ani tfactured and 
i s~ li ed I .:> l . 7 .) . · I~:$ alcoholic Ii t re'.> of Tncl ia11 tllade 
[orc ig11 l iquor d11ring ,.-ariou periods bet\\'ec tt St:ptem­
bcr I !l/9 and September 108:)_ The bbel5 affixed to 
thr bottles i11dicatccl the :ilcoholic contc111 nf " ·hisky 
a11d mm as l ~.8 :;, ' ,\ and that of g·in :t'i '.l7 .l ?{. ' /v 
and the rxci ... c duh " -a., leYiecl on that basi<,. H ow­
e\er. Ll1c act11a l appa rent stren~t h of :-.pirit i11 rhe 
liquor after addition of colourin~ and na,otu-i11g- mate­
riak :i~ i11clicated b,- the lwdrnmetcr. " ·as .:1:Ll 01t1 v / ,­
in ca~c of ,,-]ij..,k,- and rum and 37.~ 0(~ ,.f,- irt case of 
gi 11 (as '>ecn from the reconls of th r clisti-ller ie:,)! " ·hi ch 
exceeded the prc.-,cribecl strengths (as indicated on 
l ahel~\ upto O .~ per cent hv vohmw. Len• of e'<c 1 s~ • 
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duty on the b a'i1 of the minimum prescribed strength ~ 
(as indicated 0 11 labels), instead of on the actua l appa­
rent strengths ind ica ted by the hydrometer, re~ulLed 
in under-::i s~essmcn t oE duty of R s. ~ 2 .70 lakhs. 

On thi~ being pointed out in audit (between Nov 
ember 198-! and December 1985), the department 
contended (Jan uary 1987) tha t the perrnis-; ible diff.e-

- ren cc in strength wa. negligib le ancl that adoption of 
actual strength in respect of liq uor prod uced in Ullar 
P radesh a lone (leaving out liq uor imported from other 
States) would be d iscriminatory due to difficulties in 
ascer taining the actu al strength oE imported l iquor. 
The fact. however , l emains that th e ru les do not pro­
vide for char ging cl n ty on the basis of prescribed 
streng th , instead of actual strength . 

The case wa-. repor ted to Go\'ernment in June 1986 : 
their repl y is ;rwaited (March 1987). 
3.5. Short levy of export duty on Indian made foreign 

liquor 

Under the U . P. Excise Act. 1910 a nd the rules 
made ther eu nder. Ind ian mad e foreign liquor mav be 
ex ported by any person on payment of export duty at 
the prescr ibed rate. By a Government no tification 
issu ed in May 108'.L tl1e rate of ex.port d uty on Indian 
made foreign l iqu or when exported in bottles was 
enhan ced from R s. l . 3~ to R s. l .89 per alcoholi c li tre 
·wi th effect f1 om 0th :\lay 1983 . 

In a distillery a t 1awa bganj (dist rict Gonda), 6.94,385. 1 
alcoholir l itre of Indian m ade fore ign liquor (civi l\ 
wer e cxporte<l ou t of U ttar P radesh. during the peri od 
from 9th M ay 198.'l 10 3 lst .Jam1ai·y l 98.~ , on pa.yment 
of exp ort duLv al Lh c rate of R s. l .82 per alcoholic litre. 
instead of at·· tl1e co1Tect rate of R s. 1.89. The mis­
take resulted in short realisation oE export cluty amon nt­
i11 g to •R-,. ,IR.fi 07 . 

• 

• 
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On this being poin ted m1t· m au d it (Augmt 198.7), 
Lhe qepartment stated (January 1986) thaL the mistake 
occurred due to a typogr aphical er ror and Lh e duty 
short pa id had since b een realised from the cfot illery 
between Augn !-> L 198!) and November l ~J 8fl. 

Go,·ernmc11 t. Lo whom the ca~e \c 1s report ed 1n 
August 198.i, endo r·;cd (Fe bruary I 98fi) the rep ly oP 
the department. 

3.6. Non -realisation of assessed fee 

As per the U . P . F.xci c Act. 19 10 and the rul es nude 
thereu nde_r. licence ir. form F. L. ~-A for wholesale 
vend of Indian madr fore i2;n l iquor Lo wholesale and 
r etail vendors i '> gT:inted b " the Collector " ·ith th e 
previous san ct ion of th <" Excise Cornm i s~ ion er. U nder 
this li cence. Indian made fore ign licinor procurerl 
from t he d ist.i ller ic'> in Jncl i:i mav he i ~·med to F. L. 
9-A l icensee (mili t:in nn it ca ntce.m ) fo r r eta il vend of 
con ces~ io na l duLv ruin to tli e ckfence pcr'ion 11cl. T he 
r uJ.es pre cribe that a fi:--.erl fee or R". 2 .. ~ 0 0 shall h e 
payable by th e F . L. 2-A li censee in acl cl it ion to the 
fee asse~~ed 0 11 th e :1C t1Lal sales acconl in g- Lo t li c prr s 
cr ibed <-calcs. ;i~ mentioned bclo,,· : 

(a) Spirit , wines. liquor, co 1 d ials Rs. per reputed quart boltk on 
etc. of all kinds sale to l i cen~ed vendor~ 

(b) Uecr, stout · and other fcm1ent- 60 paise pc1 reputed qua rt ho ttle on 
eel liquor sa le to l i crn~cd vendors 

Ho,,·ever. the as cs~ed fee, as indi cated abo,·e, it noL 
lc\'iab lc on the u pply of concco;~ i onal du t; rum to the 
milit ary u n it can1 ecn l i cen see~ (F L ~l - A) by a bonded 
war cho thC. 

The Ca11 wc 11 Stores 11epol, J hallsi lholder .of F . L. 
2-A licc11ce) procu red J .20, ~+~ q u ar t:-. o f conc~~si on a l 
d u ty-pa id R um during the years I 97H- 7~1 and J 979-80 
aga inst t he permits gr anted by the Collect.o r, Jhansi . • 

• 



• 
• 

58 

The rui n so procured \\·as ~o l d to 11111t ca111 ei.:n~ hold­
ing F. L. 9-A li ce11ce. A.s per rul es . asscssc.-.1 fee 
amo u111i11 g to Rs. l. 7il.9 10 l'or Lbe )Car 1 978-7 ~J a 1JCJ 
R~ . l ,2G.:rno for 1he year I ~J/~J-80 was to be paid hy • 
Lhc Ca111ee11 Stores Depot. J ha n i (Defence lkparl­
m crn \ and dcposil('d into GO\crnmcm accou11l. h11 t i1 
,,-,1s 11ot done. \ \ ' hen thi s wa~ pointed ou t b' 1he 
cl epanmc111 . the Canteen Swrc' Depot, Jha11si rcal i ·i:x l 
a sum of R s . . ).18.210 (up 10 l l1h. December 1079) 
fro111 n11i1 c;1nteem but the a111o um wa~ not dcposi 1ccl 
into Gm·e rn11 1e11t treasury and later 0 11 refunder! Lo 

Jawans th roup;h u11i t c1111 ccns. On a represcnta1ion 
made (, eptembcr 1980\ by the C:1mecn St ore~ Depot. 
the Col lecto r. J han ~ i recommc11clcd (l\'o\'embcr 1980) 
10 G0Yernmc111 for "·;ii ,·er o f a'scs cd fee 011 1.hc ground 
that had r 11m been dra,,·11 fro111 1 he bonded \\'<1rchn11sc, 
110 assc~sed fee \\·01 dcl han.· bce11 recO\-crabJ.c. The 
Act doe~ not contain any prov is io n for W:lt \·e r of 
a.~!>esscd fee. a1J d the m atter \\'a\ pc11ding c1ec i ~ io11 at 
CO\ ernmenl le\ cl. 

011 these fact<; being poilll Cd o ut i11 a udit (Fe b­
ruary l ~ 182\ the departmern appr ised (Fchru;1r~ 1982) 
Governmen t or th e reali sation of :1!:.SC!'Se<l fee amount­
ing 10 Rs. 5, 1 8 , ~ 1 0 and iL~ 11011-cl eposiL inLo Go,·ern · 
mcnL treasury. In Apri l l ~J 8~. th e department fur. 
tl1cr apprised Co,·ernment that ano ther sum of Rs. 
:J0.000 had been rc~ li scd by 1 he Can teen S1orc~ Depot 
b ut th e same had al o nol been clepo ited i111 0 G<)\'­
c rnmen L treasury: ubsequcn1 ly. ho,,-e,·er. it ""1" ·ecn 
in audi t (l\farch 1987) that th e c~1 11teen Store~ Depol. 
Jhansi hacl deposiLcd assessed fee o( R " (i , O '.!.~ I II :-it 

the Starr nank of Ind ia . .Jh a 11 ~ i o n 9th Februan· 19R7. 

rhc• case was rcpurtecl 
J ~J82 ~ nd again i11 July 
(March 1987) . 

to Go,·crnmen t in Fchrua1·y 
] q8!): 1hcir rep ly is :rn·aitcd 

• 
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3.'{.. Loss of duty d ue to fictit ious ex port of Indian made 
foreign liquor 

Undc>r Lhe lT. P. Exci~e Act, 19 10 :rncl Lh e rn l c~ 
made Lh ereu 11dcr. 110 liquor ~hal l be removed except 
under a pass issued b y Lhe concerned excise officer in­
charge ei ther on proof of payrnenl of duty or on cxe­
cu ti on oE a bo11cl . The pass is prep;ned in t ri pl ica t e. 
one copy is required to be g iYcn to Lhe licensee to 
cover the transport or expon. the second is forwa1 decl 
to the ch ief revenne au thority of the district of import 
or Lranspon and the thircl is retained for record For 
export of fore ign l iqnor ont~icle the Sratc. Lh c li censee 
is req u ired to produce import perm its issuecl by Lhc 
Excise Depar1mcn1 of th e importing State. On receipt 
of the con5_gnmen t at the de tination. the Excise Offi­
cer in-charge of the imporLiug Sta te is reqn ircd to send 
acknowleclgrncn t oF the receipt of' the co11sign111 e11t 
within three months. 

1\ cli~t ill en at L uck11m1· exported (under ho1 1d) 
l B.277.H alcoholic l itre~ o[ Indian m:1cle Eorciµ;n l iquor 
clllling tbc pe1iod [ro111 Novclllbcr 1!)8~~ to Tanu;iry 
1981 to a l ir<'11sec of C tttt a(k (Ori sa 1 aµ, ;1i 11st fi\'C im­
port pe1111it s claLed I ;)1 h Septem ber l!lit~. ~Lated to h:l\ e 
been issued bv Llw Superin Lenclc111 of F.xci, c. Cu1 t.ark . 
The Superint<:nd <" 11l nf F:-..cisc. C11uack. 011 n.:ceipt o[ 
a re[crcmc from Lhc :\ s.., isL<11 JL Co111rni~~io11c 1 (E"Xl' is·e\ 
i11-c h;i rgc T\roI1an i\fe;1kin L td .. Luck.110\\· :1hou1 tl1e 
,·crifica1io11 of pa!)<.es. informed 1he Colkclor. Luck­
now in J anuary I ~l8.? that there was 11 0 such liccrnee 
and the impon pennit s i11 q ue<it ion ,,·ere fake . The 
l icensee (exporter\ wa, thus. liable f'or paYrnc11l oE 
c1111 y a1 nounting- to R s. 7.:rn bkh!'i or1 the fi t titiom ex­
port or l 3.277.8 alcohol ic lit res of I ndian mat le fo rc io-n 
liquor (rnkubt<'cl a t the rat e of R .. ).) per ::ilcoholic 
1 i tre). • 

• 
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On this being pointed out in audit (July 1986\ the 
department intimated (February 1987) that an amo·unl 
of Rs. O. ~ t lakh had b een adjusted from the advance 
accounts of the distiller y and R s. 2 . .">0 lakh had been 
<lepos itecl by th C' di t ill ers in October I !186 in ptmuance 
of the orders of the High Court pC'nding cl eci~ ion on 
the writ pet ition filed by 1 hem. Fn rrh er development 
arc awa iLC'd (:\farch I 087). 

Government. to whom the 1111.Hlcr was reported in 
July 1986. rnnfrrmccl (March 1987) tlic above posit ion. 

3.8. Short charge of duty on issue of count r y spirit 

Uncler the lT. P . Excise Act. 1910 and the rul es 
made thC' rennd C'r. duty on count ry spirit. when trans­
port·ed from bonded ''"'lrchouse.~ situated in l lttar 
Prad·e~h to the premises of licensed Ye ndors. is le,· iable 
at vary ing r:ites depend i ng upon tl1e ;ireas in " 'hich 
tlic sa id premises a rc sit 11 a1ccl. :\ s pC'r not iflrntion 
issued (7 th 1\f arch I n7"n by the State Gm-crnment. 
excise duty :1L R s. 7 per bulk lit re i-; le' iahle on the 
issue of country ~p i rit otbcr th:111 spiced c01111tn· spirit 
to lhc> liccn:-.er of a :-hop situa1c1l in Lhc mun icipal 
area. l<nn1 area. notifi ed area and ( a11to11mc 111 a1ca of 
the di st ricts of Ba ti, Fai raba <l. Pratapgarh and Etah , 
and at. the ra te of R s. (U)(l pe r hull lit re 011 the j.;,5111:' 

of countn sp irit tn 11te re'it of 1l1e <tre;1-; of the ;1fnre"a i<1 
di c;t rictc; . 

. \t Ili c bonclcd wa reh ou'ie" at Ba-,1i. Fai;abad . P ra ­
tapg-arh and K:1sg;rnj (d istrict Etah). :1 tntal q uan tit' 
of I . !1 0 .~H12 bulk ll tre<; of cou ntry <;p irit \\':.l'i i"suecl 
(hctwee11 !st Apri l 1978 a nd :Wth September 1<1811 to 

the l icc11~~<l vcnd<'rs of the shop~ locitccl in t0\1·11 :1re;1 ' I 

notified :.reas o( the aforesaid di stricts. The cxcic;e 
clutY from t li ern was. hm1·c,•cr. real i-;ccl al the r;-itc of 
R s. 6.9!) per hulk l itre, in~tead of" a t the correct r:ue of 

• 
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Rs. 7 p er bulk lilrc. Thi:, resulted m short realisation 
of duty amoun ti ng to R s. 15,030. 

(Ju thi:i be ing po i1 tted out rn audit (bet\1·ccu Octo­
ber l !:JC:l3 arn l J an uar~ l~l8ti; , Lh c dcparuneut recover ed 
Rs. ;l,7J7 pcr1aini 11g; 10 the bonded warehouse:, a L Faiza­
bad, Bast i a11d Pr.1wpgarii bctwcc11 O ctouer 1 V83 and 
Feb1 uary I !lb I . lZep01 1 on J ccove r) o[ Lbc balance 
amoun L o f R:i. 1 1, ~ ~t .i I!> awai ted (:\larch l!:J87). 

The rnau er ,,·a), reported to l.o,·ernmen t in April 
l9<:Hi : rhe i1 re.pl) i:, a11·a ited (i\ larc h l!-.>87). 

3.9. Irregularities in running the State managed shops 

LJ u<lcr the U. I'. fa .. cisc AcL, 1V l0 a11d the r ules fra­
med thereunder, rigl1L to \·e nd couu try :,piri t in r etail 
is auc1 ion eel au d the li cence i:, gen erally gran ted Lo 
Lhc b igne:,t bidder (s). However, the State CoYern­
m em ma) direct for the opening o f State managed 
shop:, in <ill) d istrict o r pan oE a distr ict selected for 
the purpose or 'encl of i ntoxican ts. The !>a le proceeds 
of intox i can l~ at each S1atc managed shop arc tu be 
dcpo~i 1 ccl inLo lhc LTeasury. 

The Dep 11 1} Excise Commi:,sio ncr, Excise ln telli­
gen c"e Bureau, U. P., Kanpur Range, as per his circular 
elated 9Lh Sep tember 1980, decided to r un the country 
liq uor shops in Kan pu r Range under Stale manage­
men t from I 0t h Lo 18th September 1980 pending rcgu ­
]ar au ctio n o[ Lhc shops. The ar ra ngem en t r emained 
in ,·ogue from 10th to 18 th Sep tember 1980 without 
obt aining concu rrence of the State Governme nt. During 
the aforesaid period, pla in and sp iced coun try liquor 
worth R:.. 7 . '.Hl,7~9 was supplied b) a distillery a t Luck­
now in ca led bo ttles (th rough its bonded warehou se 
a t Kan pur) bu t l iquor worth R s. 7.2 1,930 only was 
r eceived intact and the b alance 1iq 11or\rnrth Its. 17,809 
was shown a loss due to breakage, leakage, •pilferage 

• 
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eLc. As the Jiguor was supplied in ealed bottles, 
there J1oulcl not ha,·c been a m occasion for loss on 
accouut of lea kage ancl pilferage. 

• 
11 ,,·as aho noti ced that out of the tota l saJe proceeds 

of R 'i. 7 .2 1,930. a sum of R~. 1 .. 1-1, 100 ,,·as deposited 
in the Sta te Bank of Ind ia. Kan pur by the District 
Excise Officer by opening a current accoun t in Septem­
ber 1980. in~Lead of clepo iting the am e in to the Gov­
ernment treasury as r equirecl under the rules. Out 
of thi'l, a ~um of R:-. 90. '.?.~ I was r eleased to the distil­
lery 011 ~7 th r\pri] l98 1 01 1 accoun t of cost pr ice of 
liquor suppli ed by it lea,·ing the balance of R s. 53,869 
ou t of G o\'ernmen t accoun t. 

On the irregularities being poin Led out in audit 
(September 1983). the department stated (l\hy l 985) 
t bat certain importan t documents such as Bank Current 
Account Pas Book e tc. were bei ng obtained . fo Octo­
ber 1986, the depanrnelll again intimated tha t tbe re­
quisite documents were still LO Lie olna ined Further 
repo rt is awaited ( ~farch 1987). 

The m atter was rcpo rLed Lo Government 1n .Januar) 
1986; their rep l) is a wailed (March ] 987\ . 

3.10. Non-realisation of interest on delayed payment of 
instalments 

Under the U. P . Excise Act, 1910 and the rules 
made thereunder, as amended in March 1985, wh ere 
any excise revenue has not been paid within three 
months from the date on wh ich it becomes payable, 
interest at the rate of 18 per cent per a nnum sh all be 
payable from Lhe due elate to the dale oE actual pay­
ment" In r es pect of excise r evenue which became 
payable b efore the commencement of th e amended Act 
in :VIardi 1985. interest at th e said rate shall be payable 
from tJ1e da te of su ch commencement, if the excise 

• 
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rcYcnuc i), noL pa i<l ,,-i Lhin three months o f the dale 
o f ;i mendment (29th March 1985). 

• AL Azamgarh. Allahabad, 13arei lly and i\!lirzapur, 
excise revenue to the tune of Rs. 10.08 lakh,1, wh ich 
became payable by \ a r io us licensees prior to 29th 
March 1985 \\'as pa id after <lelay of 4 to l 1 months. 
reckoned from 2!lth 1\ farch 1985. In terest amoun t ing 
to Rs. 0.9:1 lakh wa:i leviable on th ese belated payme111 s 
of exci .;;c revenue, wh ich was not leY ied and recovered. 

The m;i tler wa reported to the depart ment and 
Government between :Vfarch 1986 and J une 1986; 
their r eplie are :rwait ed (March 1987) . 

• 
• 

• 
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CHAPTER ·± 

TAXES ON VEI I ICLES. GOODS A:'-JD PASSENGERS 

4.1. Results of Audit 

l'esL rhcck of record:-. of Lhe TramporL Departmenl, 
co11duc1erl in audit during rlic )Car 1985-86, revealed 
shon levy of laxes arnounLi11g to Rs. 53.6~ lakhs in l 93 
GbCS. ,,·hich broadly fall under the following cate­
gories : 

• 

Number 
of 

cases 

Amount 
(In lakhs 
of rupees) 

I. Sho-t levy of passenger tax inclucling 82 29.95 
additional passenger tax 

" Undcr:1ss..:ssmcnt of road tax 4 l 9.05 

3. Short levy of goods tax 7 0.42 
4. 01her ('9SCS 63 l4.20 

Total . . 193 53.62 

A few important cases arc m'cnt ioned 111 Lh c succeed-
111 g par:igraphs . 

4.2. Irregular grant of exemption from paym ent of 
passenger t ax 

Under the U. P. MoLOr Vehicles Rules, 1940, a 
'priv:ite slag;e carri age · means a vehicle constructed or 
adapted to carry more than 9 persons (excluding the 
dri\-cr) and used by or on behalf of the mvner excln­
sivelv in conneclion with hi <; trade or bu iness or 
privaLc purposes but not for h ire or r eward. The 
TTttar •Pradc<;h• Moror Gacl i (Yatri-kar) Adhiniyam, 

• 
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1962 does not con~emplate levy of passenger tax on 
a private stage carriage . 

• 
The Slate GovemmenL vide their no Lifrcation dated 

30Lh September 1962 also exempted from payment of 
passenger tax stage carriages mrned by recognised 
educauonal institutions and usc<l solely for the con­
veyance of pupils Lu aml from the institution. 

(i) In Dehradun region, a vehicle, registered jn 
Lhe name of the General Manager, Ordnance Factory, 
Dehraclun since July 1974 as a school bus, was used. to 
carry children ot the· staff from the factory campus to 
school and back . The bus, though not mvned by a. 
recognised educational institution, was irregularly 
exempted from payment of passenger tax. This 
resulted in loss of revenue by 'my of pa senger tax 
amounting lo Rs. 2,03,708 for the period from July 
1974 lo October J 985 . In addition, permit fee of 
Rs. l , 188 was also recoverable from the mm er of the 
vehicle. 

(ii) Similarly, in Kanpur region, a vehicle, regis­
tered in the name of the General Manager, Ordnance 
Factory, Kanpur since J an uary 1976 as a school bus, 
was used Lo carry cbidren of the staff ,from the factory 
campus Lo school and back . Bus fare al the rate of 
Rs. 18 per month was realised from each child for the 
whole year. As the bus was not owned by any 
recogn ised educational institution and was plied 0 1:i 

hire, it was liable to payment oE passenger Lax., but no 
passeuger tax ·was levied. The exemption from pay­
ment of passenger ta,x was irregular and r esulted in tax 
am0t111ting to Rs. l,3-!.814 for the period from January 
1976 to December 1983 not being realised . In addi­
tion, permit fee of R s. 836 "·as al o re·coverabk from 
the owner of the Yehicle . • 
13 A.G.- 5 
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(i11 i) In Dchra Dun region , Lwo sLagc carriages 
own ed by Lh e DirccLOr, Indian Institute of Petroleum, 
Deh ra Dun were g ranted (20t.h June 1969 and· 6th 
~larch l 979) pri\'ate stage carri age permits to carry 
child ren of Lhe employees from Lhe Institute campus to 

the.ir school and al so to carry the sta fI to and from the 
pla re of work . The Institute charged R s. 152 p er d ay 
for Lra nsporta tion of the children of th e staff. Sin ce 
the In st.i tulc u sed the vehicles fo r hire, these fell in 
the category of sLage carri ages, li able lo p ayment of 
pass ~n ger tax a t the r ates prescribed unde r the Uttar 
Prncl ':!sh J\fo to r Gacli (Yatri-kar) Niyamawali , 1962 
and also road Lax under Art icle IV of th e First Sch edule 
to th e U . P. M otor V ehicles T axa tion Act, 1935 . How­
e,·er, the departmen t a sessed ancl reali sed passenger 
tax on ly from J anuar y 1983 in res pect of one vehicle 
and l'rom J auuary 1984 onwards in re peel of the other. 
Passenger tax for the period from M arch l 979 Lo Decem­
ber 1982 in the case of the first \'ehi clc a nd from July 
1969 lo Deccm ber 1983 in re peCL of Lh c second vehicle 
wa · not levied and realised . R oad tax in respect oE 
o ne , ·chi cle was also r ealised al lo" ·cr rates. The non­
lc"V / sh ort levy of passenger tax and road tax am ounted 
Lo R s. 1.38):>3 and R s. !J0.398 r espect i\'cl y . 

The above cases wer e reported Lo the d epartment 
an cl Governmen t be tv,•een M ar ch 1984· and December 
1985; th eir r eplies are awaited (1\farch 1987). 

4.3. : ihort realisation of passenger tax in respect of con-
1~ract carriages 

U nder the U u ar Prad esh folor Gacli (Ya tr i-kar) 
Ni yarn awali. 1962, asse sm en t of passenger lax under a 
l um p Sl.lm agreement in r esp ect of a con tr act carriage 
(exclu·l inp; mo to r cabs), inter a1ia, depends on the fare 
payab\ e ;rnd di stance expected to b e i ravell e<l during :i. 

• 

• 
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month . In respect of a contract carriage covered by a 
temporary perm it, the fare to be taken into account for 
levy of passeuger tax shall not be less than 7 5 per cent 
of the maximum rate prescribed under the J\Iotor 
Vehicles Act, ] 939 and the distance expected Lo be 
travelled in a month shall not be les than -},000 kilo· 
metres . 

ln Lucknow region, eight vehicles of an operator 
were on contract with a company with effect from 
October 1981 for carrying staff members from different 
places of the city to the company's factory and vice 
versa. As per terms of the contract, the eight vehicles 
taken together were Lo ply for 1,553 kilometres (90 1 
kilometres laden, i. c., wi th pas~cngers and 652 kilo­
metres unladen, i. e ., withoUL passengers) per day and 
the operator was Lo be paid at the rate of R s. 2. l ·l: pe1 
kilometre. Since, h owever, the ,·ch icles were plying 
on temporary pcnniLs, passenger tax was payable as for a 
distance of al least '1,000 kilometres per month . On 
this basis, passenger tax worked out LO Rs. 1,764 per 
\'Ch icle per month. 'With the increase in fare from 
5 Lh February 1983, this would increase to Rs. 2, 116.80 
per vehicle per month . H owever, passenger Lax at 
cl iITerent lower rates ranging between R s. J ,054 and 
R s. 1,505 pe r vehicle per month was realised from the 
operator from October 1982 . Passenger Lax realised 
short during the period O ctober 1982 to August 1985 
~mounted tu Rs. 2,32,668 after ad justing the tax paid 
1 n excess for the period O ctober 198 1 to September 
1982. 

On this be ing pointed out in audit (February 1984 
and. OtoJ:er. 1985), th e assessing officer accepted the 
a udit obiecl1on and issued a dem;md notice for 
R s .. L 1 ~:060 ;rncl also agreed to issue a further

0

.demand 
nouce tor the balance amount of Rs. 1, 14,608. 
R eport on recovery is awaited ( farch 1987) . • 

• 
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The case was reported to Government m April 1984 

and NDvember I 98:); Lheir reply is awaiLed (l\farch 

I V87) . 

• 

4.4. Short realisation of passenger tax in respect of stage 
carriages 

Under l ne U ttar Pradesh Motor Gad i (Yatri-kar) 
Adhiniyam, J 962 and the rules framed thereunder, 
agreement Lo pay a lump sum in lieu of passenger tax 
payable in re!>pect of a stage carriage on a particular 
route deprnds, inter alia, on the number of single trips 
allowed or expected to be made by the sLage carriage 
on the route during the specified period . Any change 
in the trips, fare etc., which has the effect of increasing 
the receipts of the operator. shall render the agree­
ment Yo1cl with effect from the date o[ uch change 
and thereafter a frc&h lump sum agTeement in respect 
of the unexpired pe riod is re1..1uirecl Lo be executed . 

(1) \.\'hile authorising the operators Lo operate on 
a p anicular route, the department specifies the num­
ber of Lri ps Lo be undertaken during a particular 
perrod (day, month or q uarter as the case may be) by 
each vehicle. All the operators on a particular route 
are required LO subm it a ti me ta ble (jointly) which is 
approved by the department and the pas enger tax on 
each veh icle is calculated accordingly. Sometimes it 
becomes necessary to bring abou t a change in the 
sch·edule of each vehicle on account of some of the 
veh icles going off road cl ue to different reasons. Tn 
such ca e , r emaining veh icle are expected to make 
additional trips Lo mainta in the time table and the tax 
due frmn the remain ing vehic les is to be reca lculated 
based 0t1 th e fresh lump sum agreements to be executecl 
by the operators . 

• 

• 

• 
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(a) In fi ve regions/ sub-r egions of the State (Kanpur 
Lutknow, Moraclabacl. Faizahacl and Sitapur), passenger 
tax m respect of 12-! veh icle5 (which remained rn 
operation a ft er withd rawal of cert a in vehicles) was not 
revised for va rious period · beLween 23rd March 1979 
and 3-0th April l ~18.:) althoug+1 these veh icles wer e f''< ­

pected Lo make additional Lrip · to ma in tai n the time 
table. Thi s resulted 111 loso;; oF re\'enue llmountin g 
to Rs. 1,.1'.?,%.:J . as indicated belo,\· : 

Regron / sub-region 

R oute 

( 1) 

I. Kan pur 

Number 
o f 

vehicles 

Originally W ith­
ply:ng drawn 

(2) 

(a) {b) 

Numbc· P eriod to 
of addi- which under-
tiona! assessment 
single relates 
trips ex-
pected to 
be made 
per vehi-
cle per 
month 

(3) (4) 

Undcr­
assess­
ment in­
volved 
(Rs.) 

(5) 

(a) Farrukhabad- 10 3 13 J 3th January t 983 14,074 
Dha ighat 1•ia 
Jalalabad 

fb) Kishni-Phaphund 13 

2. Lucknow 

Unnao-Hardoi­
Kanpur 

3. Fai~abad 

(a) Bah raich ­
Huzoorpur 

(b) K urebhar­
Betwai 

4 . M oradabad 

Thakurdwara­
Shcohara 

5. Sitapur 
Sit:iour-Lahar­
pur-T a mbaur 

66 

10 

6 

15 

18 

to 22nd July 
1983 
May 1979 to 29 ,089 

D ecember 1980 

18th Novem­
ber !983 to 
30th April 
1985 

I to 3 3 to 13 3rd September 
1979 to 12th 
January 1981 

I to 3 8 to 20 12th January 
1981 to 14:h 

4 

October 198 1 

2 23rd M arch 
1979 to 13th 
Aprij 1980 

3 to 14 27th J uly 1982 • 
to 31s t !Jecem- • 
bcr 1982 

19 ,565 

18.886 

41 ,965 

10,062 

18.724 

Total . . 138 14 to 18 1 ,52,365 • 
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On Lhe above cases being pointed out in audit Q:>et­
·ween February 198 l and October 1985), the depart­
ment recovered a sum oE Rs. 74,277 (Km1pur : 
R s. 28. l 35 ; Morada bad : R~. 10,062 : Faizabad : 
R s. 31.2G6 and Sitapur: Rs. 4.814) . RPport on re­
covery of the balance amonnt of R e;. 78.088 is awaited 
(March 1987). 

Government, to ,,·horn the cases were reported bet­
·ween February 1981 and No\'ember 1985. confirm ed 
the r ecoYeries (bet"·een October 1985 and Apri l 19811) 
in respect of Faizabacl, Kanpur and Moradabacl. 

(b) Jn Jhansi r egion, the lump sum passenger tax 
in r espect of 5 \ 'ehicles plying in rotalion on the Orai­
Redhar route was computed on the basis of 8 single 
trips per day and the vehicles were. accordingly, pay­
ing passenger tax at the rate of Rs. 22.78 per scat per 
quarter. Consequent upon the granL oE some more 
permits on the route from 12Lh Ap1·i l 1983. 7 Yehi cles 
actually star ted performing l 2 single trips per day. 
However, the lump , um agreement in respect oE 7 
vehicles was fou nd to haYe been executed on the ba5i5 
oE 8 si ngle trips only inst·cad of 12 single trips. The 
non-computation of lump snm passcng·er tax on the 
basis of increased number of trips resulted in short· 
levy of pasenger tax amounting lO Rs. 14.183 Eor rh e 
p eriod from 12th April 1983 to 27th July 1983 . 

On th is bcin Q; pointed out in audit (January 198:")). 
th~ R egiona 1 Tr;insport Officer. Jh;insi · accepted th e 
m istake and issued demand notices for reco\'erY. 
Report on recovery of Rs. 14, 183 is a\\·;iitccl (l\farch 
1987) . • • 

• 
T he case -.;,·as reported Lo Government 111 March 

• 1 98.~: their r eply is aw::iited (l\farch 198i) . 
• 

• 
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!ii) ln Faiza ba<.l region, l ump sum amou1lt lor 
payment of passenger tax in rcs'pect o[ ~() veh iclcs 
plying on the Bahraich-Yamunaha route was computed 
tak ing the net fa re as R s. 2.75. The net fare (R s. 2.7.15) 
of the route shmrn in the fare l ist su~)mitted by the 
operators was incoHect as it actually worked out to 
Rs. 2.90 after decluctin ~· the cl ement~ oE bridge tax. 
insurance and passenger tax includ ing additional 
passenger tax from lhc total fare charged from the 
passengers . The c::1.lculation of lump c; um amount of. 
passenger tax (based on incorrect fare) r c ·ulted in short· 
asses~men t amount ing; to R s. 13,009 for the period 
from May 1982 to Jun e 1983. 

Gnvemment. lo whom the ma t ler 1rns reported in 
SeptP.rnbcr 1983, stated (O ctober 1985) that a sum of 
R s. 4.779 had since been rccm·crcd and cffo1 t ~ were 
bein<r m ade Lo r ecoYer the balance amount. R eport 
on TPCovery of the balance amount is awaited (Marcl1 ' 
1987). 

(iii'1 In Kanpur region . :) st;ige carna2·e plying· on 
the T hatia-Khairna1rar route were paying; pa<;sen2·<"r 
tax on lump . um basis. on the fare of Rs. 2.15 from 
20th September 1983 . The route was surveyed on 
I 8th November 1984 ::i.ncl the fo re of the route wa~ 
found to be R s. 3.30. The tax officer ordered that . in 
view of the incorrect fare having been taken into 
account earli er. the amount of pas~ern:rer tax payable on 
lump sum basis should be revised . Ho,,·cq:·r. no 
revision wa., made and pa'isenq;cr tax con t inucd i-o h<-' 
realised on the ba~ i s of the oJcl (arc. This resulted 
in short realisa tion of pas eng;er tax amo unt in!! ro 
R s. !)8. 1 ~ O for Lhc pcriocl Erom 20th September 1981 
ro l st May 1985 . • • 

• 
On the omission being pointed out in audi t (Novem­

ber 1985), the R e2;ional Transport Officer. Kane tfr 
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issued demand notices for recO\·ery . Report on 1 f'-

covery is awa ited (March 1987). • 

T he matter was r eported lo Government in Decem­
ber 1985; thei r reply is awa ited (March 1987) . 

(iv) In Agra region , passenger tax under lump 
sum agreement in respect of 11 stage carriages plying 
on the Bah-Bhind inter-State route was being realised 
since J anuary 1981 on the ba i of fare of R s. 3.22 for 
the portion of the route lying in Uttar Prade h . Tn 
July 1981. tl1e fare for comp uting the lump snm amount 
was. hm,·ever. reduced to Rs. 2.90. treating the portion 
of the route lying in Uttar Pradesh a<> 40 kilometre'>. 
instead of 43 kilometres . In accordance w i1h the Gov­
ernment no tifications of O ctoher 108 1 :ind September 
1 98~, the fare of Rs. 2.90 " 'as r eY ised to R s. ~.3!J and 
R s. 1.25 respectively for a d istance of 40 kilometre". 
The Stale Tran sport Authority intimated (June 1982) 
the Passenger Tax Officer. Agra tl1al the total distance 
of the Bah-Bhind route was 6-l kilometres, out 0r 

which 43 kilometres by in Uttar Pradesh . The 
actual fare on the basis of disl:rncc of 43 kilometres 
,,·orked out to R s. ~Ll 0. Rs. '.~.5 :} an cl Rs. 4.4t5 from T ul y 
198 1, O ct0hPr 1981 and September 1 08:~ respect i,·ely a5 
against Rs. 2.90. R s .. ~U :J and Rs. -1.2:") worked out h y 
the cl ei: -.~Hment on the b:tsis of cli c;tance of ·10 kilo 
metres. This re ult ccl in short Jcyy of passenger tax 
amonnting to Rs.10.~ 1 2 for var ious periods ben,·een 
July Fl~l and October 108- f. 

T he matt er "·a r eported lo th e department and 
Government in January 198.1 : their repli es a re awa ited 
(M arch 1987). 

(v) In Lucki1ow region. three rontes. viz., (i) 
Luckno'\\;-·M a 1-Bha r:1wan . (ii) Lucknow-\ ral-Basheri­
ghat and ( iii) L11cknow-l\f al-Um raval, classified as 

. special class routes and having the d istance of 57 . 47 

• 
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and 45 kilometres respectively, were in operation . 
The J:1t>rtion from Lucknow to Mal, covering a distance 

. of 38 kilometres, was common in all the three routes. 
Seventeen veh icles, plying on the first two routes in 
rotation, were paying passenger tax on the basis of 
lump sum computed on a fare of R s. 2.50; whereas 
for the third route (length 45 kilometres), on which 
four Yehicle 'were operating on temporary permits 
from l :}th 1\f arch 1984, the lump sum payment was 
being compu ted based on a fa re of R~. 3.30. There 
was apparently no ju tification for charging lesser fare 
by vehicles operating on the first two routes, " ·here 
the distance involved was actually more, i.e .. 57 and ·Vi 
kilomerres . Tf the lump sum paymen ts in r espect of 
the first two routes had also been based at least on the 
fare of Rs. 3.30 per passeng-er, passenger tax amount ing 
to Rs. !52,4 12 more " ·otild have been reali sed for the 
period from l .;:; th ·March 1984 to 14th December 1984. 

T he matter was reported to the department and 
Government in J anuary 198:5: their replies are a"\rn ited 
(March 1987). 

(\·i) Tn Varana i region, hort le\'}' of passenger tax 
amoulll ing Lo R s. 43,495 due to non-revision of lump 
sum agreemen ts for various reasons in respect of 18 
Yehicles plying on six rou tes was noti ced . 

On the mistakes being pointed out in audit (March­
Apri l 198:) ). the R egional T ransport Officer, Varanasi 
accepted (March-Apr il 1986) the audi t objections. 
recovered Rs. 12,999 and issued demand notices for 
recovery of the balan ce amount of R s. 30,496. Report 
on recovery is awa ited (March 1987). 

The c~ es " 'ere reported t o Govern~1en t in°. /\pr il 
1985; their reply is awaited (March l 987). 

• 
• 
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4.5. Short realisation of passenger tax due to 
m enta l lapses 

depart-
• 

Under the Uttar Pradesh Motor Gadi (Yatr i-kar) 
Adhiniyam, l 962 and the rules made thereunder, when 
an operator of a stage carriage enters into a lump sum 
agreement Eor the payment of passenger tax, the agree­
ment is valid for a period of three months or for the 
unexpired period of the curren cy of the permit which­
ever is less . The asses ment of passenger tax under 
1 ump sum agreement in re peer of a stage carriage on 
a partioular r oute depends, inter alia, on the number of 
one-way trips, the stage carriage is authorised Lo make 
on the rome during the period for wh ich the agree­
men t is executed, fare normally payable for the enti re 
route and the rate of tax .. 

(i) In paragraph 4.3 of the Audit Report for the 
year 1978-79, mention was made about hort le\ Y of 
passeng-er Lax in a ca e, in the Reg ional Tlramport 
Office. Luckno"· where the number of trips for deter­
mining the lump sum amount recoverable from 
operators was computed on the basis of n clays, instead 
of t he full agreement period of 90 clays. I n paragraph 
167 of t·heir Report for the year 1981-82. the Public 
Accounts Comm i.ttee d id not ag-ree with the procedme 
adopted by the department and recommended that· in 
future p:::issenger tax should be calrnlated on the b1si 
of :3 0 clays in a mOJ'.lth in the whole of 'the State. 

In the Sub-R egional Tra ·port Office. Azamgarh. 
the Lax officer accepted the payment of p:issenger tax b\· 
Operators, based on 2:1 days in a month , gi\·ing allowance 
for non-operation of five vehicles (plying on the Cho ·i-

fohammachl:1Jcl-Kamheria route) on Suncla •s / holida\";, 
whicll wa. contra ry to the r ecomm endations of the 
Publ ic Accounts Committee a nd wa :::i l o not 
permissible under the rules. Non-charging of pas· 

• 
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senger tax for all the 30 days in a month re~ulted in 
tax be;n()' realised short by Rs. 79,557 dunng Lhe 

0 ~ 

. period from November 1981 to July 198t>. 

The matter was reported lo the department and 
Government in August 1984: their replies are awaited 
(March 1987) . 

(ii) In Kanpur region, temporary permits for four 
months ''°ere granted to five vehicles for p~ying on the 
Talgrarn -Terajaket route and to two vehicles for ply ing 
on the Ramaipur-Ghatam pur route under lump sum 
agreements between November 1983 and October 
1'98.5. Al though road tax was realised from the veh i­
cles for the period of their operation, passenger tax 
was either not r ealised or "\\"aS realised short clue LO in · 
correct calculation. Non-realisation /short reali sation 
oE passenger tax amounted to R s. 19.390 . 

On the mistakes be ing pointed out in a udit (Novem­
ber I 985). the R egional Transport Officer. Kanpur 
realised a sum of Rs. 962 in respect oE one vehicle and 
i sued demand notices for recovery oE the balance 
amoun t oE Rs. 18.428 (November 1985). R eport on 
recoveTy is awai ted (March 1987) . 

The matter was reported to the department and Gov·· 
ernment in December 198.5; their replies are awaited 
(:~farch 1987) . 

(iii) In Banda sub-region. e ight vehicles (including 
one Yehicle belonging to the U. P. State Road Trans­
port Corporation) were plying on the Banda-Aja igarh 
~·oute and were authorised to make 68 t rips per vehicle 
111 00 days. The operators oE the two vehicles in­
formed the transport authoriti es on ~9th July 198() 
and 4th November 1980 that their ,·ehicles were under 
repairs and were not operating on the route . • How 
eYer, the A istant R egional Transport Offi •P.r (Enforce- • 

• 



• 
• 

76 

ment ), Banda reported on 31st December 1980 Lhat 
during checking on 22nd November 1980 one t)f th e e 
vehicles was found p lying on the above route. Subse-. 
quently, on 20th J an uary 1981 and 19th February 198 1 
the Lwo operators requested that since Lh eir vehicles had 
plied on way-bill basis during the period from l .:>rh 
May 1980 to 25th J anuar y 1981 and February 1980 LO 

October 1980 respectively, the passenger tax for the 
sa id period might be realised accordingly. Although 
Lh e operators did noL 5ubmit any weekly and monthly 
returns, as provided in Rules 6 (2) and 7 of the U. P. 
1\if otor Gad i (Yatri-kar) Niyamawali, 1 %2, and there 
was also noth ing on record to prove Lhat the vehicles 
had actually plied on way-bill basis during the abovc­
mentioned periods, the transport officer, ·w.i1 hout anv 
Yeri ll ca t ion , accepted whatever amoun t was deposited 
by 1 he operators. In fact the checking authori ty had 
earlier reported on 31st December 1980 thaL these vehi ­
cles were ne ither carr ying any way-bill nor had executed 
lump sum agreements for payment of passen12;er ta'<. 
Acceptance of the passenger tax on way-bill basi 
resulted in loss o f passenger tax amounting to 
Rs. 16,936 during the period from February 1980 Lo 
Apri l 1981 . 

O n thi s being pointed out in audit 
Governmen t stated (N ovember 1985) 
amo unt of R s. I fi ,036 had since b een 
the operator . 

(O ctober 1981 ). 
that the entire 
recovered from 

(iv) The Agra-J alesar ro ute in Agra region was 
ex tended upto Dau ji and the extension 'iva endorsc<l 
on 23rd November 1984 in the perm its of 60 stage 
c 1rria.gcs p]y i~1g on the route . The passenger Lax for 
the e.\:tended portion of the rou te was, however. as5e~­
secl and rea li sed in respect of 29 stage carriages onh": 
in respect of the remaining 31 stage carriages passenger 

• 
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tax for the extended portion of the route escaped 
assessment . T his resulted in non-realisation of pas­
senger tax amounting to Rs. 14,881 for the period 
from 23rd November 1984 to 22nd June 1985 . 

On th is being pointed ou t in a udit (August 1985), 
the department accepted the mistake and issued 
dema nd notices for recovery . Report on recovery is 
awaited (March 1987). 

T he case was reported to Government in September 
l985 ; thei r reply is awaited (March 1987). 

(v) l n Dehra Dun region, six stage carriages plying 
on Vikasnagar-Ma jra route were permitted by the 
Regional Transport Authori ty to ply upto Dehra Dun 
from 1st December 1984, but passenger tax was assessed 
and real i ed on the fare chargeable for the Vikasnagar-
Majra route only. Non-assessment of passenger tax 
fo r the cxtendecl p ortion of the route resulted in shor t 
recovery of pas enger tax amounting to Rs. 11,975 for 
the period from December 1984 to October 1985 . 

On this being pointed ou t in audit (November l 985), 
the department accepted the mistake and agTeed to re­
cover the amount due . Report on recovery is awaited 
(March 1987). 

The case was reported Lo Government iu December 
198.1; the ir rep ly is awaited (March 1987) . 

4.6. Loss of passenger tax due to non-adoption of the 
prescribed minimum fare 

Under the Motor Vehicles Act, 1939, a State Govern­
ment may, from time to time. by notification in the 
officia l gazette, issue directions to the ~tate T nrnsport 
Atuhor ity regard ing fixation of fares and freigrhs (in­
clud ing the maximum and minimum in respect thereof) 

• 
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for stage carriages, con Lract carriages an<l public carriers. 
Accordingly, by a notification dated 20th Se1~tember 
1983, Lhe State Governmem directed Lhe State Trans­
port Authority to fix Lhe minimum rates of fare, for 
ord inary stage carriages having second cla sea ts, al the 
rate of 62.89 paise per passenger (to be rounded ofE w 
the nearest multiple of five paise). Un<l.er th e U. P . 
Motor Gadi (Yatri-Kar) N iyamawali, 1962, Lhe lump sum 
payment in lieu of passenger tax is required to be cal­
cula ted on the basis of a tormula which, inter alia, in­
cludes the tota l fare normally payable in respect of the 
entire route . ·when a passenger is carried by a stage 
carriage at a concessional ra te or without being charged 
any fare, the fare normally payable for th e journey 
shall be deemed to be the fare payable by such pas­
senger. 

In Gorakhpur region, the lump sum paymenL in 
lieu of passenger tax in respect of 34 vehicles plying on 
three routes ( 13 vehicles on the R amkola-Tamkuhi 
route, 12 vehicles on the R amkola-Singaha route and 
9 vehi cles on the Tamkuhi-Pipraghat route) was ca l­
culaLed on the basis of fare a t the rate of 50 paise pe1 
passenger instead of 65 paise per passenger, i. e .. the 
prescribed minimum fare after round ing off, and in 
respect of 22 vehicles plying on the Amari-Mahuadih 
route, Lhe lump sum payment was calculated on the 
basis of fare at the rate of 60 paise per passenger, 
instead of 65 paise per passenger. This resulted in 
short levy of passenger tax amounting Lo R s. 20.798 
during the period from 20Lh September 1983 to 21st 

• 

November 1985. I 
Th~ matte19 was reported 

GoveJnment in December 
awa ited (March 1987) . 

to the department 
1985 ; their replie 

and 
3re 



• 

( 79 

4.7. Loss of passenge1· tax due to non-inclusion of .toll 
in fare 
• By a notification i su ed on l2th J anuary I 981, the 

State Government authoTised the owner of stage 
carriages Lo charge an additional fare from passengers 
at the rate of fi ve paise per ru pee or p art thereof o n 
the Lotal amount pa id as toll by such caniages to any 
local authori ty at any barrier (on the roads other than 
hilly roads) through wh ich the stage carriage shall 
pass. J n case of hilly roads, the rate is 6 paise per 
rupee or part th ereof. T h e additional fare so collect­
ed formed part of the fare for th e purpose of assess­
ment of passenger tax. 

( i) In Faizabad regio n, the lump sum passenger tax 
in r espect of 32 vehicles plying on the Fa izabad-Maya­
bazar rou te was determined on the basis of l 5 trips 
per month, fare as Rs. 3.50 and load factor as 78 per 
ren t . \Vhile determining the net fare fo r the calcu­
lation of Jump sum passenger tax, additional fare of 
25 pa ise paid on account of to! I was not included by 
the department. T h e mistake resulted in short assess­
men t of passenger tax amounting to R s. 26.279 duri ng 
the period from 25th M ay 1982 to 20th November 
1984. 

On th is being po in ted out in audit (May 1985), the 
R egional T ransport Officer, Fa izabad accepted the 
mistake and promi eel to r ecover the amoun t. R eport 
on recover y is a·wai tecl (March 1987). 

(ii) Tn Barei11 y regio n, the additional fare of 5 fl O 
paise collected (on account of toll) from the passengers 
of 23 tage carriage plying on the P ilibhit-Bisalpur ­
D iu ri a rou te and shown in the fare li st submitted by 
Lhe Motor O perators' U n ion, P il ibh it was not .includ­
ed in the net fare worked out for the purpose ~f cal­
culating the passenger tax on lump sum .basis. This 
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resulted in short assessment of passenger tax amount­
ing to Rs. 20,376 d uring the period from December 
1981 to December 1983 . • 

On this being pointed ou t in audi t (May 1985), the 
Regional T ransport Officer, Bar eilly accepte d the mis­
take and promised to r ecover the amount. Report on 
recovery is awaited (March 1987). 

T he above cases were reported to GoViernment m 
J u ly 1985; their reply is awaited (March 1987). 

4.8. Short assessment of passenger t ax due to lack of 
co-ordination 

U nder the Uttar Pradesh Motor Gadi (Yatri-kar) 
Adh in iyam, 1962 and the rules framed thereunder, the 
amount of passenger tax under lump sum agreement 
in respect of a stage carriage is determined with r efe­
rence to a formula which, inter alia, provides for levy 
of passenger tax on the full seating capacity and fifty 
per cent of the authorised standing capacity, if any, 
allowed. For the purpose of levy of road tax also, 
fi fty per cent of the sanctioned standing capacity, if 
any, is reckoned as additional seating capacity. 

In three regions of Allahabad, Meerut and Morada­
bad, road tax in respect of seven stage carriages plying 
on six routes (Allahabad-Purkhas and Raniganj-J am­
tali in Allahabad region, Meerut-Sardhana-Binau li and 
city service in Meerut region and Chandausi-Rajghat 
and Moradabad-Ramnagar in Moradabad r egion) was 
realised on the basis of full seating capacity and fifty 
per cent of the authorised standing capacity. H ow­
ever, passenger tax in respect of those vehicles was 
either not assessed or was assessed on les er number of 
seats due to la~k of co-ordination amongst the di fferen t 
sect ion·s of the Regional Transpor t Office. This r e­
sul ted in short levy of passenger tax amounting to 
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R s. 38,0l1 during the period from April 1978 ·to June 
1985. 

Cfn Lhe mistake being po inted out in audit (.between 
J anuary 1985 and June 1985), lhc concerned R egional 
Transpon Officers, A llahabad, J\[eerut and Moradabad 
accepLed Lh e audit objection . Repon on recovery is 
awaited (March l 987). 

The cases were reported Lo Government in March 
n18:) and July J 985; their r eply is awaited (March 
J 987). ' 

4.9. Non-levy of penalty for realisation of passenge1· tax 
from passengers in excess of the prescribed rate 

Under the Ltar Prade~h Motor Gacli (YaLri-kar) 
Aclhini yam, I %2, lhere shall be le\'ied and paid to the 
SLale GovernmenL a tax on every passenger carried b y 
a stage car r iage at a raLe equ iva lent lo sixteen per cent 
(fifLeen per cent up lo 3Uth . \ pri l 1979) of fare payable 
by such pas~enger Lo the operator of the sLage carriage 
i11 respecL of his journey in th e Stale. ln the case of 
a wigc carri age plying exclusive ly within the limits 
of a ciLy o r rnu1Ji cipali ty, the amount oE tax. shall be 
ro unded off to the n earest paise. ln case oE contra­
ve11t io 11 of l he provisio ns of the Act ibid, Lhe defaul ter 
sha ll 0 11 convinim1 be li able to a fine which m ay extend 
Lo five hu11dred rupees and, when the offence is a con­
tinuing one, to a further fin e but noL exceeding twenty­
ri ve rupees for each day during which the offence con­
Li nues afoer Lhe first con vicLion. 

Jn Ghaziabad sub-region, 14 vehicles operating on 
die part route "Ghaziabad (Ghantaghai;)-U . P . • Border" 
of the route " Rajnagar-Ghazi.abacl ~Ghantagh~1}U .P . 
Border" were per form ing 36 r eLurn trips per month 

13 A.G.-6 
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and were charging an amount of R e. 0.90 per passen­
ger from 20th September 1983. The amount comp­
rised a net fare of 75 paise and passenger tax of 15 
paise, as per fare table furnished by the operators. 
H owever, passenger tax was deposited by the opera­
tors (in lump sum) at the rate of 12 paise per passen­
ger only (16 per cent of the fare of 75 paise). The 
operators, thus, realised passenger tax in excess (of the 
prescribed rate of six teen per cent) at the ral!e of three 
paise per ticket during the period from 20th Septem­
ber 1.983 to 30th April 1984. The excess passenger 
tax real ised amounted to Rs. 28,520, which was in con­
tra\'enLion of the provisions of the Act and the opera­
tors were liable for penal action. The department, 
however, failed to detect the irregularity and, even 
after being poi nt ed out (May 1981) in audit, no penal 
;"J.CLion was initiated agai nst the operators. 

In November 1986, the Assistant Regional Transport 
Officer, Ghaziabad intimated that the fare of the 
rou te bad been r evis·ed and an amoun t of Re. 1 (comp­
rising a net fare of 85 paise and passenger tax · of 15 
pai c) \r:is being charged by the operators from I st 
April 1985. T he passenger tax at the rate of 16 per 
cent on the net fare of 85 paise worked out to 14 paise 
only, agai nst which 15 paise per ticket was being rea­
lised. Thus, durin l-?: the subsequent period as well, 
exce s passenger tax amounting to Rs. 67,4 05 was rea­
lised by the operators on the said route from 1st May 
1984 to 31st October 1986. Due to inaction on the 
part of the department, the operators continued to 
violate the nrovi ions of the Act and have so far (Octo­
ber 1986) derived undue benefi t to the tune oE R s. 
%,925 hy way of collecting excess passenger tax from 
p:isse n gi-rs. • 

The m atter wa-; rrportcd 
• 1 9 84~ their replv is awaited 

• 

to Government in 
(March 1987). 

July 
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4.10. Short levr of road t ax 

(i) .Under the U. P. Motor Vehicles Taxation Act, 
1935, the assessment of road tax on a motor vehicle 
plying for hire for conveying passengers depends, inter 
alia, on the class of route on which it plies. For the 
purpose of levy of road tax, rou tes are classified into 
four categories, viz., Special, 'A', 'B' and 'C', and the 
rate of tax is the highest for special class rou te and is 
comparatively lower for 'A', 'B' and 'C' class rou tes. 
IE a vehicle plies on more than one class of rou tes, 
the road tax applicable to the highest class is required 
to be charged for the entire rou te. A vehicle plying 
without permit attracts road tax applicable to the 
highest class of route, i.e., special class. 

(ai) Iu Kanpur region, a 74 kilometres long route 
from Sikandara lo Bilhaur (via Sandalpur-Mangalpur­
J hin jhak-Rasoolabad Tisti and Kakwan) was opened 
in 1975. I t overlapped th·e existing 'C' class route 
from Mangalpur Lo Bilhaur (67 krns.) which was up­
graded Lo 'B' class in August 1979. In June 1982, the 
Si kanclara-Bilhaur route was classified as 'A' class route 
by the Stale Transpou Authority. The department, 
however, con Li n ued to assess and realise the road tax 
from J l stage carriages plying on part of the route 
£1 om Bilhaur Lo Mangalpur via Rasoolabad and Jhin­
jhak (co,·ering a distance of 67 krns.) at the rate appli­
cable to 'B' class ronte, instead of at the rate applica­
ble Lo 'A' class route. T his resulted in short levy of 
road ta,x amounting to Rs. 72,600 during the period 
from June 1982 to September 1985. 

On the mistake being pointed out in audit (Novem­
ber 198.5), the Regional Transport Offic;er, Kanpur 
stated (Nm·ember 1985) that the matter wow~ .be 
placed before the Regional Transport Authority. 
Furth er developments are awaited (March 1987). • 
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The matter was reported to Government in Decem- • 
ber 1985; their reply is awaited (March 1987). 

• 
(b) In Aligarh su b-region, 26 vehicles of Etah-Jale­

sar route and 16 vehicles of Atrauli-Amapur route were 
allowed to ply, under the directions of the Hon'ble 
SupPeme Court, on certain notified portions of the 
Etah-AgTa and Kasganj-Aligarh routes respectively, on 
whi ch vehicles of the U. P. State Road Transport Cor­
poraLion were al<;o plying and paying road tax appli­
cable to special class route. 

However, in respect of the above-mentioned 42 
vehicles plying on the notified portions of the routes, 
road tax was r ealised at rates applicable to "A" class 
route. instead of at rates applicable to special class 
route. This resulted in short r ealisation of road tax 
amounting to Rs. 11 ,415 for various periods between 
1December 1982 and February 1983. 

(c) In Lucknow region , 14 vehicles were plying on 
different routes without any val id permits and 2 vehi­
cles of the U. P. State Road Transport Corporation 
were plying on notified routes. Jn all these cases. 
road tax at ra tes applicable to the highest class of route, 
i .e., special class, was leviable, but road tax at r ates 
applicable to lower classes of routes was realised. The 
mistake r esulted in short levy of road tax amounting 
to R s. 22,590 during the period from July 1981 to 
December 1985. For plying of \'eh icles ·without valid 
permits. the operators were also liable to_ penal action 
under Section 123 of the Motor Vehicles Act, 1939, 
but no penal action was taken by the departmen t. 

T he above . cases were reported to the department 
and Covernment in October 1985 and n ecember • 1985; their replies arc awaited (r-.farch 1987) . 
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(ii) T he U. P . Motor Vehicles Taxation Rules, 1935 
prov id~ that wh ile c~assify i ng a rou te, the controlling 
authori ty shall be gurded by three considerations, v iz. , 
(i) potential income which will accrue from employ­
ment of a public service vehicle on that route, 
(ii) main tenance cost of the road or roads or the por­
t ion or portions of any road or ro71cls comprised with­
in the said route and (iii) necessity for development of 
the proposed rou te in pub lic in terest. 

In Agra region, 13 rou tes were reclassified and up­
gnded to higher classes on 30th November 1983 by 
the State Transport Au thority on the recommenda­
tion of the R egional Transport Au thority. Agra. Out 
of tl1ese, the operators of 5 rou tes (Shikohabad-Hath­
mou th-Kanwara, Shikohabad-Bateshwar-Kanjra. Shi­
koha bacl-Etah . Etah-J alesar Roacl-Etah-N idhauli Kalan 
and Etah-Kaimgan,i-Sidhpur-Daryaganj) filed writ peti­
tions (three separate "\vrits) in the High Court of Judi­
cature, Lucknow Bench , challenging the re-classifica­
tion of the aforementioned routes. The High Court 
quashed the reclassification order on 12th January 
1984, 15th May 1984 and 14th December 1984 on the 
gTouncl that the re-classification took into accou nt only 
one factor. viz., potential income from 'employmen t 
of publ ic service veh icle on that route. T he High 
Court, however. observed that if, after consideration 
of all the th ree factors mentioned abo\"e. the authori­
ti es felt that there was justifi cation for upgrad ing the 
classification of these rou tes. they could do so. The 
department. however , did not take any action to re­
examine the issue in the light of the aforesa id obser­
vations of the Hig-h Court. The delay in r eviewing 
the classificat ion (taking; into consideration all the 
three fa cl ors\ of the aforemcnt ion eel five route~ has 
been enta iling recurring loss of revenue (by way of 
road tax) amounting to R s. ], 18,476 per annum from • 
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December 1983 onwards (calculated on the basis of 
reclassification done on 30th November 1983). • 

The malter was reported to the department and 
Government in September 1985; their replies are 
awaited (March 1987). 

(iii) According to the U. P. Motor Vehicles Taxa­
tion Act, 1935, road tax in respect of vehicles (other 
than transport vehicles) is leviable at the rates speci­
fied in the First Schedule to the Act plus 50 per cent 
thereof, except in the case of vehicles owned by indi­
viduals and certain specifi ed institutions and bod ies. 

Jn Jhansi and Kanpur regions, road tax in respect 
of 72 1 vehicles belonging to commercial firms and 
companies (not falling in the category of specified ins­
titutions and bodies referred to above) was not increa­
sed by 50 per cent over the rates speci fied in the First 
Schedule Lo the Act. The omission r esulted in road 
tax being levied short by Rs. 27 .020 for various periods 
between January 1083 aud February 1985. 

On the mistake being pointed ont in audit (January 
198Ll and January 1985), the Regional Transport 
Officer, Jhansi stated (February 1986) that a sum of 
Rs. 8,630 had since been recovered. Report on reco­
very of the balance amount is awaited (March 1987). 

The cases were r eported to Government in May 
1984 and February 1985; their reply is awaited (March 
1987). 

4.11. Non-assessment of taxes on vehicles owned by 
Government companies · 

Unc!er the iJ . P. Motor Vehicles Taxation Rules. 
l 935 and the Uttar Pradesh Motor Gadi (Mal-kar) 
Aclhiniyam, 1964, motor vehicles owned and exclu-
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sivelr used b y or on behalf of Government department 
are exempl from payment of road tax and goods tax. 
The exempt ion is, however. not admissible to vehicles 
owned by Government companies / corporations. 

ln Barei l ly r eg ion, in respec1 of one vehicle of the 
State Electri city Board and three vehicles of the Nal­
lw<t/J Nigam, road tax amounting to Rs. 16,515 and 
p;oC1cls tax amounting to R s. 42,450 ·were leviable for 
Lh e period from January 1981 to December 1984 
(t hese being not Government departments), but were 
noL levied. 

On Lhe omission being poi nted ou l in audit· (Novem­
ber 1984), the R egional T rn nsport Officer, Bareilly 
r ecovered goods tax amounting to Rs. 31,936 in respect 
of three veh icles and road tax amounti ng to Rs. 15,740 
in respect of one veh icle of the Nal-koo/7 Nigam for 
the period from 15th June 1982 to 2nd February 
1985. Not ice \ras also stated to have been issued to 
the State Electricity Board for assessment of taxes in 
respect of one vehicle (April 1985). Report on reco­
very of the balance amount from the Nal-koop Nigarn 
and result of notice issued to the State Electricity 
Board is awa iLed (March 1987). 

The case was reported to Government in J anuary 
1986: th eir reply is awaited (March 1987). 

4.12. Non-assessment or short assessment of goods t ax 

Under the Uttar Pradesh Motor Gad i (Mal-kar) 
Adhin ivam. 1964 and the rules made thereunder, read 
with the U . P . vfotor Vehicles T axation Act, l 935, an 
operator of a g;oods vehicle is required to pay goods 
lilx and road tax at the prescribed ratas. The. Goods 
T ax Officer is, hoKe,·er. empoivere<l to accept ~ lump 
um payment at prescribed rates (based on the autho­

r ised carrying capaci ty of the vehicle) in lieu oE goods • 
I 
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tax. In the event of his failure to make payment of 
goods tax wi thin Lhe pr~scribed. l?eriod, Lhe vehicle 
owner is liable to pay, 10 add1uon to tax, a penally 
not exceeding 25 per cen t of the amount of tax pay­
able by h im. 

(i) I n Jhansi region, permi ts of I 8 public carriers 
were counlersigne<l by the State T ransport Authority 
for the period from June 1983 to September 1985, 
but goods tax in respect of these vehicles was not 
assessed and realised for various periods between .June 
1983 and SepLem ber 1985. T ax not r ealised (at lump 
sum r ales) amounted to Rs. 86,822. 

On this being poi nted out in aud it (September 
l 985), the R egional Transpor t Officer, Jhansi accepted 
the mis tak,e and issu ed demand noLices Eor R s. 59,540 
in 9 cases and also agreed to issue clenrnnd noti ces in 
the remaining; 9 cases. R eport on recovery is awaited 
(March 1987). 

T he rnatler was reported to Government in N overn, 
ber 1985; the ir reply is awa iLed (M arch l 987). 

(i i) l n Barei ll y region and Azamgarh sub-r egion, 
a lthough the opera tors of 3 pri,·ate goocls vehicles and 
I 0 pub lic goods vehi cles had paid road tax at the pres­
cribed rates, goods Lax in respect o f them was either 
not asse.sed or was assessed short. T his resul ted itt 
non-realisation / shol'L reali ·ation of goods tax amoun t­
ing to R s. 27,304 at the lump sum rates (Bare illy : 
R s. 13,590: Azamgarh : Rs. I 3,7 1 I) duri ng variom 
period s between December 1979 and f\ larch 1986. 
Besides, penet lty uoL exceeding 25 per cen L of the 
amoL: nt of tax payable was rec<.n·erable from the opera-
tors. • 

• 
On thi being poin ted out in audi t (June 1985 and 

•July 1985), the R egional Transport Officer, Bareilly 
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and the Sub-Regional Transport Officer. ,\ ;amg-arh 
acccpt•ed the m i ~ tak e and agr eed to rccmcr the 
amounts by issuing- ckmand not ices. Repor! on reco­
very is a·waited (i\f arch 1987'. 

The cases were reporLed 
1985 a ncl Sep tern bcr 1985: 

(March 1987). 

to Gov err J rn c n t 

the ir reply 1s 

I 11 Jul y 
awaited 

4.13. Non-realisation of licence fee and secur ity from the 
forwarding agencies 

Under the Motor Vehicles AcL, 1939, as amended 
in 1969, no person shall eng:igc himself ::is an ::igent in 
the business of collecting, forwarding- or distri bu ting 
goods carried by publ ic carriers, un less he h CJ5 obLa in­
ed a l icence from such authority and subj·ect to such 
conditions as may be prescribed by the State Govern­
ment. For this purpo e. the tate Government fra­
med Lhe " U. P. L icensing of Ag-ents engagiecl in the 
Busi ness of Collecting, Forn·ard ing· a11d Distributing 
Goocis Carri ed b" Pu blic Carri ers Rules, l 97!5 ... which 
came into force ·with effect from ~l.t l anuary 1976. 
The $e R ules were rev is·ed with effec t from '.25 th Tuly 
1078. As per these Ru les. a li cence shall be valid for 
fi ve year. and the amount of li cence fee . hall be 
(a) Rs .• '.250. if the li cence is fo r one reg-ion but noL 
including h ill rouLes: and (11\ R s. !100. if the li cence 
is for one region including hi ll routes or more than 
one r eg10n . 

A licensee shall al~o be required Lo deposi t a secu­
rity of Rs. 2,000 eith er in ca. h or i11 a11y Gove1;nme11t 
securiLy, approved by the licensing authoriLy. Th e 
licence may be r-enewed on an appli cation made to 
the licensing authority not less than 30 days before • 
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its ex.pi ry and the fee for renewal shall 
as for the iniLia1 grant of li cence. 

be th e same 
• 

l'viention was m ade in paragraph 4.7 of the Audit 
R'eport for the year 1978-79 regarding non-enforce­
ment of the Rules of 1975 relating to licensing of 
agents. Dur ing (li scussion oE the paragraph by the 
Public Accounts Committee (on 7th December 1081 ), 
the department sta ted that the onus for obta ining a 
licence rested " ·ith the person engaged in the business 
of collecLing, forwardin g- or cl ist1•ibuting goods car­
r ied b y public carriers and th aL the department would 
enforce the provisions of the rules by mrvey ::ind penal 
action as contemplated in the rules. The Transport 
Commissioner, accordingly, issued (January 1982) ins­
tructions to the R egional Transpor t Officers for chal­
laning the agents operating ·without val id li cence. 

In Faizabad region. the records of th e R egional 
T ransport Officer revealed that 4 7 agencies had been 
operating since J anuary 1978, out of which only 5 
agencies had obta ined licences for the perjod from 
Ja11 uar) 1978 to December 1982. On the expi ry of 
this period, even these 5 agencies did not gel the 
li cences r enewed. The remaining ·12 ag-e ncics had 
been operating w ithout any yalid li cences since J an­
uary t 978. T ill March 1982, the e 42 agencies ope­
rati ng wi Lh ouL licences w,ere challa necl in 83 cases, 
wh ich were still pending in the court of law: No 
survey was. however, conducted after i\'farch 1982, 
which indicates that no effective steps were taken by 
the department. to enforce the rules and ensure comp­
liance of instructions issued by the Transport Com­
missioner. The loss of r evenue to Government ( in 
the sh3pC of li cence and renewal fees) in respect of 
the sai(l. 47 ag~ci es alone worked out Lo R s. 22.250. 
In aclcli.tion . secu r ity depo its amounting lo Rs. 0.84 
lakh remained uncollected from the agents . 

• 
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The matter was repor ted to the department and· 
Go" ernrnent in July t985; their replies are awaited 
(March 1987). 

4.14. Short levy of path-kar 

As per Government notifica tion issued on 16th pril 
198r->, in terms of Section 3(1) of the U t tar Pradesh 
Motor Transport Vehi cles (Toll) Act, 1979, in respect 
of every 'transporL veh icle plying under a permi t grant­
ed un<ler the Motor Vehicles Act, 1 9 ;~9 by an authori ty 
having jurisdict ion ou Lsid1e Uttar P radesh and enter ing 
the l imi ts of Uttar Pradesh , the rate of toll (/7ath-kar) 
leviable was increased from R s. 40 to R s. 60. 

At five transport check posts at Kotban. Fatehpur 
Sikri, Saiyan , T arnkuhi Raj and Ud i, in respect of 
5, 183 Lranspor l veh icles wh ich had entered th e State 
during the period from 16th ApTil 1985 to ~9Lh April 
1985, f7ath-kar was charged at the old rate of Rs . 40. 
instead oE at R s. 60 per vehicle. The mistake resulted 
in palh-lwr ::i.111oun ti ng to R s. 1,03,660 being recovered 
short. 

On this being pointed out in audit (between May 
1985 and Sept cm bcr 1985), th e deparLrn e11 t stated that 
the short levy of f1at h-lwr ·was clue to late r eceip t of the 
Governme11 L notification. 

T he cases were reported Lo Gove rnment between 
May 1985 and O ctober 1985; their reply i awaited 
(U arch 1987). 

4.15. Non-levy of penalty for belated payment of tax 

The composite permi t holders, who have been issued 
national /zonal permits u nder the nat~nal anrl zonal 
permit schemes by States other than Uttar •Pradesh , 
may be au thorised to ply their vehicles in Uttar Pra­
desh, if they choose so, on paymen t of prescribed com- • 
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posite tax. for Lh is State. The tax is pa)'.able in ad­
vance eithe r in full for the wl1ole year or 111 two eQual 
instalm r nt s, payable on or before l.i)th Tarch and 
15th September. T n the e\'ent of non-paym ent of the 
tax "·i1hi11 the prescribed period, the operators are 
liable 10 pay, in addition to the composit e tax, pena l ty 
al th e rate of R s. I 00 per month or part thereof for 
the period of default. T he transport authoriti·es of 
th e home States (i.e., the States in w hi ch th e veh icles 
arc regi·.terecl) arc required to collect the tax / penalty 
from th<' opera tor<; and remit it to the transport aul"l1 0-
r it ics of Uu:u P r:1clesh. 

In th e o fftce of the Transport Comm i ioner. Uttar 
Pradesh , Lucknow. it -was noticed that in 121 cases 
vehicle operators had paid the compos ite tax a fter th e 
prescribed <lates durin~ December 1983 to farch 
19811. On the belated payments, penalty amou nting 
to R s. 30,400 wa c; chargeable b u t was not rh ::i rged lw 
the home :5tales and remitted to the transpor t autho­
rities o f Uttar Pradesh. 

On d1is bei ng pointed out in 
departmen t accepted the audit 
that recovery would be made 
through the conrcrne<l Stat•es. 
awci i te<l (M ;i rrh 1987). 

and it (M ay 198.i)), the 
ob iection and stated 
from the operators 

R eport on recovery is 

T he case was. reported to Government in July 1985 
and again in January 1986; their reply is awaited 
(March l 987). 

4.16. Short realisation or non-realisation of compound­
ing fees 

As ner Go\'crument not ifiration issued on 21st 
Decembci· 1982. 

0

11nder Section 127-B of the fotor 
Vehicles A ct . 1939. offences puni. hablc under the Act 
. ibid can be compounded by the authorised officer~ 

• 
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after realising compounding fees aL Lhe rates prescr ib­
ed by Government. In subsequent notifica tions issued 
on 23rd J anuary 1985 and 17th ApTil 1985, the raLes 
of compounding fiees were rev ised. Tt was also clarified 
that compounding fees were recoverable from owners 
as well as drivers in cases where boLh were found Lo 
be offenders under th e provisions of the Act i bid. 

(i) In the offices of th e Transport Commissioner, 
Lucknow, eighL Regional Transport Officers (Varanasi, 
Faizabad, Bareilly, Moradab ad, Agra, Lucknow, Kan­
pur and Gorakhpur) and six Sub-R egional TTansport 
Officers (Gbaziabad. Sitapur, Bulanclshahr, Etawah, 
Math ura and R ae Bareli), it was not iced that offences 
in respect oE 25G vehicles were compounded during 
the period from ApTil 1985 to December 1985, but 
compounding fee real ised wer e lcs-; than Lhos·e due 
at the raLes prescr ibed by Government. Compound­
ing fees realised short amounted to R s. 2,88,740. 

On th is being pointed out in audit , the Sub-R egional 
Transport Officer, Etawah recovered (Decem ber 1985) 
a sum of Rs. 4,950. R eport on recovery of the hala11 ce 
amount of Rs. 2,83,790 is await:ed (March 1987). 

( ii) In Azamgarh sub-region, six vehicles were chall­
anecl in May 1985 and Ju ne 1985 for plying wi thout 
permits and for carrying more passengers than the· 
au thorised number and the offences were compounded 
under Section 123 of the1 Motor Vehicles Act, 1939. 
Compound ing fees in these cases were realised at the 
old rates, instead of at th e revised rates effective from 
23rd J anuary 1985 and 17th April 1985. This r esult­
ccl in short rea lisation of comp0l1nding fees by Rs. 
17,000. 

(iii) At !5 transport check post . •viz .. Sah ibabad, 
Mohannagar (d istrict Ghaziabadl. Bharauli • (distr ict 
Ballia), Salempur and T amkubi Raj (d istrict Gorakh-
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pur), 17 l veh ides of other States were detected plying 
without permits during the period from April 1985 
to August 1985. Although the taxes due to {jttar 
Pradesh Statie were realised from vehicles at check 
posts, these were not challaned for the offence of ply­
ing without permits. This resulted in non-realisation 
of compounding fees amounting to Rs. 2.22, 150 . 

. The above cases were t'eported to the department 
and Government between April 1985 and December 
] 985; their replies are awaited (March 1987) . 

• • 
• 

• 

• 

t 



• 

l. 
t 

• CHAPTER 5 

FINANCE DEPARTMENT 

STAMP DUTIES AND REGISTRATION FEES 

5.1. Results of Audit 

Test check of the accoun ts and relevant records oE 
DistTict Registrars and Sub-R egislrars. concluncd in 
aud it during the year 1985-86, re,·caled short levy of 
stamp du ty and registration fee amounting Lo Rs. B0.66 
lakhs in 208 cases, which broadly fall under the follo"·­
ing ca tegories : 

Number of 
cases 

Amount 
( Tn lakhs 
o[ rupees) 

I. Short levy of stamp duty :rnd regi<- 134 27 .8 1 
tralion fee cl ue to undervaluation of 
properties 

'.!. Sho· t levy due to miscl::issification of 38 17.69 
documents 

3. Other case5 36 5. 16 

Tota l . . 208 50.66 

A few important cases aTe rnenl ioncd 11 1 the succeed­
ing paragraphs . 

3.2. Short levy of stamp duty due to undervaluation of 
non-agricultural lands 

Under the I ndian Stamp Act, 1899 (as amended in 
ii s appl ication to Uuar Pradesh) and th e rules framed 
1here1111cler. stamp d uty in r espect o f a deed of convey­
ance r claling to transfer of 11011 -agr it!ullural • la nd . 

• 
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situated within the municipal limits of an y town area, 
nagarj;altlw or nagar malwpaltka, is lcviablc on the 
basis ot a verage pnce per square metre prevailipg in 
the locality on the date of execution ot the instrument. 
Accordrng1y, the Collector of each <listrict forwards 
biennially to the District Registrar a statement of such 
average prices for the guidance of registering of-beers . 
lf the market value of a ny property, which is the sub­
j ect of any instrument of conveyance elc., as set forth 
111 .)Uch an instrument, is less than even the minimum 
value determined in accordance wilh the U. P. Stamp 
Rules, I ~.lt12, the concerned registering officer shall 
refer th e same to the Collector tor determination of 
market value of such property and the proper d u ty 
payable thereon . Fee for registration is levied with 
refere11 ce Lo the value adopted for levy of stamp duty . 

(i) In J\ leen n, on an instrurnc11 t o( co11\'cyance 
(registered on 7th F ebruary 198:)) in respect of bnd 
::i.dmeasuring 1,000 squa re ya rds ~ituatecl on I la pur 
road side, sta mp d u ty was Jc, ied , based on Lh e ,·a lue 
o l R s. 95,t)OO ~hown in the imtrument . The Coltecw1· 
had, hm,·e,·er. prescribed (Fcbrnary 198 I) a rate of 
R s. ~HHl per square yard [or land sit uated on the ro:lcl 
side. At thi ~ rate, the ,·al ue of the land worked 0 111 LO 

R s. 3 laklr s, on which ~tamp cl11 ty amounting to 
Rs. g l,500 (inclusive of Rs. (),000 as additi onal d ut y) 
was payable . The omission Lo eva luate the l:rnd at 
the prevailing market rate nxcd by the Collccrnr 
r esulted in duty being levied short by Rs. ~I, 52:'5 . 

On this being pointed out in audit (August 198!1). 
the department staled (O ctober 1086) that stamp duty 
of Rs. 21,525 had been leYied (December I 98:'>) and .1 

penalty of Rs. 43.050 al o imposed . Report on re­
co,·ery is awa ited (~f arch ] 987). 

( ii ) • At Pi li1)h iL. L\\'O adjacent plot!'. measuring O.~O 
acre and 0.85 acre situated in 'Sungarbi ' area (Muna-

• 
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bani) were sold for R s. 40,000 an d Rs. 50,000 Tesp ect­
ively ~ p er i nsLrurnen ts regisLer ed in September l!:.183 . 
The Collector , fi libhiL had, however, fixed in May 
J 983 Ll1e mar ket value of land at R s. 7 5 per square 
metre iu this a rea . Reckoned at th is rate, the fa ir 
market value of the above two plots of land came LO 

Rs. •l A O, 437 . Based on this market v<i lue, the two 
plots were u nJerval ued by R s. 3,50,437, r esulting in 
short levy o E stamp duty (including add ition al stamp 
du ty) of Rs. %,80 1 . 

On this beiug pointed onL in au d it (D ecember 1984), 
the depanrne11L stated (Ocwber 1986) Lha t accord ing 
to t he in for ma t ion r eceived (A pril 1986) from the 
Distric t SLamp Officer, P ilibhit. the ex.ecutants of the 
cl eeds hacl obtained stay orders from th e Hon' ble High 
Cour t. Deci ion of the Court is awa ited (March 
1987). 

(ii i) s per swtement of rates circula ted by the 
Collect0r . A ligarh in J un e l 981, the average pr ice for 
11011-agricu ltural lan d i n 'Sah ibab acl Pa la' area, situated 
within the mw1icipal l imit s of Al iga rh , was fixed a t 
Rs. 70 per ~qua re m etre . p iece of n on-agr icultural 
Janel admeasuring -1,5-13 square m etres in Sahibabad 
Pala a rea was old for R s. 85, 000 . T h e documen t 
,,.,ls registered on 18th Apri l 1983 and stamp duty of 
R-;. 8.!"l .~ O " ·as levied ta king the va lue of the plot as 
R s. 85.000, as shown in the instrument. Calculated 
ar the a' erage price fixed by the Collector. the value of 
the land worked ou t lo R s. 3.18 lakhs . T he om ission 
to adopt correct va lua tion of land led to short levy of 
'-lam p cl utv amoun ting to R s. 24,465 . 

On 1h i'i b e ing pointed o ut. in a ud i t (March 1984). 
the document was sent to the Collecto1~ in Ju!y 1984 
for determ ination of i ts correct value. Fu rth.er pro­
gTcss is awa itc cl (1\1arch 1987). 
13 A.G, - 7 • 
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(i") At Saharanpur, through :i rlerd of convep 11 c<-' 
regi~Lerecl on ~ hh December 198:1. a piece of • land 
ad measuri11g (), 160 ;,q uan' y;i rcl s ,1·as !)old for R~. !J 1. 7 :rn 
As per t.he ra1c notified b' the Collector in October 
l 982. the value of the pie«e of land \\'Orked o ut 10 

Rs. ~L 08 lakh.\ (a l R'i. :rn per '><.1uare ard ). The under­
valna1 ion o f: Lhe propert' hv Rs . 2.16 bkhs res ulLcd in 
short le"y of !)lamp du tv to the extent of Rs. 0.2 '.3 lakh . 

On thi s heing- pointed Olll in ~tudit (September 19~ n. 
Lhe department :;tatecl (NO\ e1~1ber I 08-i) tha1 additional 
d uty and penall y :imou111ing LO R~. 0.1 2 lakb had bee11 
levied bv the Collector. The department ;:iclded (Feb­
rua1·y 1987) I h;it stamp dlll~ amounting to R s. 8. 71.5 
had since been recovered and that recovery of penalt' 
of Rs. ~ .225 had been stayed (O ctober 1985) by the 
Board of R even ue. Funher prop;re'i\ ;rwa ite<l 
(~farch 1987) . 

T h e above ca rs were 
ween \farch J 984 and 
a\\'aited ( [arch 1987). 

reported Lo Go\'ernmcnt be1-
A ugm1 I !18.J: t hrir reply rs 

5.:t Short levy of stamp duty due to unde1'Valuation of 
buildings 

(i) Under the Jn(li<lll Sr.amp Art, 1890 (as amended 
in it ~ ;ipplicat ion to 'C1tar Pradesh), if the registering 
officer has re:::i::ion r.o belieYe that. I he market ,·alne of 
the property. ,,·hi ch is the ubjecr o f conycyance. r ·­
change. gi ft etc.. has not been trnl) ~rt forth in Lhc 
instrument. he sha ll refer th e s:ime to the Collector 
for detenninat ioo of the market \'alne of such prope1·1 y 
and the proper cl111 y payable thereon. Further, the 
Collec1or rnav, s110 1110111 or on 1 cfcrenre from au y conrt· 
or :rnthority prescr ibecl in that beha lf. ·withi n fonr 
years from the date of re.gistral ion of ;in ) instrument. 
of con"eyance, · e;.,.changc. ~if1, settl ement. award or 
trust, n·ol alreaclv referred to him . call for and ex:imine 
the instrument for the purpose of s::itisfying himself :is 

• 
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Lo the correclness of the market value of the property 
which i!> the subjecL maLter of conveyance, exchange, 
gih, settlement etc., and of the duty payable thereon. 

At Farrukhabad, a cold sLOrage along with appurte­
nant land (admeasuring 6.71 acr es) was sold by a firm 
to another firm for Rs. 9 .25 lakhs (cost of land : R,s. 3. 7 5 
lak hs and cor,t of building : Rs. 5.50 lakh ) through an 
insLrumenL o f: conveyance (executed on 5th November 
1984 and registered on 20th November 1984) and starn p 
dULy of Rs. 0.97 lakh was levied . 

The . ame cold storage had earlier been transferred 
through a d ocument No. 700 of 1971 (registered on 
19.2.1971) . On a reference from the Collector, the 
Public \\'o rks DepartmcnL assessed (September 1984) 
1hc cost of the bnilding alone (excluding the appur­
tenant laud) at Rs. 75.8 1 lakh . The cosL of the land 
(6. 71 acres) a ppurtenan L Lo t lte building, as per Lhe rate 
(Rs. :'50 per square meLre) fixed by the Collector, which 
'' :i~ in force at the time of the execution of the imtru· 
rncnt , worked out to R . 13.58 lakhs . Accordingly, 
~Lamp <lnty (inclucling additional stamp duty) was 
lc\·i::ible on :i tOtal consideration of Rs. 89.39 lakhs, 
instead of Rs. 9.25 lakhs. T h e duty leviab le worked 
out Lo R . ~J.39 Jakhs. T here ·was, thus, short levy of 
stamp dnty (including addi tional tamp duty) of 
R . 8.42 lakhs. 

On this being pointed out (September 1985) in audit, 
the Sub-Registrar. Farrukhabad worked out the value 
of the properly at Rs. 19.08 lakhs (cost of building : 
R . 5.50 lakh and cost of appurtenant land : Rs. 13.58 
lakhs) ancl referred (O ctober 198!>) the document to 
the Collector for final assessment. The value deter­
mined by Lhe ub-Regist rar cl id nQt take ~nto account 
the value of the building (Rs. 7!i .8 l lakbs) as deter -

• 
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tnine<l (Seplembcr El8·1) by lhe Pu blic Works Depart­
ment. Furthci rrpo rt i~ ;:m aitcd (.\l arch 1987) . 

T h e m ati er wa- rcpott ccl to ( ;o,·cr11rn c·11t in Oc tur>lT 
l !J8:); lhcit rcp1~ i~ :1\\aitcd (i\ la rcb J ~ l t)/) . 

(i i) U11cle1 Il ic C. P. Stamp R ules. 1 9 1 ~ . a-; ;uncndcd 
fro m time to ti rnf' , the mar ket \':due oi the buildi ng 
Lorrn ing the wbject mat te r o ( an in.stn1 mcm o l comT)· 
,111cc, ex change. g i l't , ~eu lemcnt , awa rd or tr ust sh ::tl l be 
deemed to be 11 nt l e~:, tl1 a11 that d ctenni 11 cd al ~ :'1 t imes 
of the actual or a,..,e..,~ccl :t1 111 11:tl renL:t l \ aluc. wh ich­
c,·er is higher. 111 c;1se \\'l1erc the markr t \a luc h a~ 
been ~Lated i11 accordance " ·i th the m ul t ip le~ laid dmrn 
h ut the reg i~ t cr i 11g o fl icer h a~ rc.t!>Oll to hel ic\'c t h:ll 
t he corrcn ,·a lu:11i o11 of the propc rt : c:111 nor be :1rri, cd 
at w iL1 1o u 1 h a \ ing rccour~c to local cnq 11ir: or c~t ra11 -
eou C\'id encc. he ma\ refe r t hf' in !>t r umc11 t i11 que~ t io n . 
ah er reg· i ~ trat i on. to th e Collcuor fo r dctcrrn inat1on ol 
the :1crna l m:trkct \:l lt1e or the property. 

/\ t Dehra I>un. thro ugh :1 -.a le deed rcg i~ Lc 1 ed 01 1 l lit Ii 
lkccmbcr l ~ l8·L a prnpcn ) con .... isti ng Clf a b uilding 
(bu ilt 0 11 G27 ... q uare met re~ of b11 cl) and b11cl a ppur 
tc11:111 1 tl1 crcLO admea ~ 11 ri 11 g 2.75:~ sq uare met re-; , ,.a., 
COtl\'C)Cd f01· a total considera tion of R s. ~ . 00 lakh., 

111 acco rda11cc ff ilh the norm ~ laid <low 11 . the va l11e ot· 
the bui ld ing " ·orked o u t 10 R -.. . 1.80 l a klt~ (011 the basi-.. 
of annual rent of R~. 7.200 fi xed for tlt c build i11g b,· th r 
:-\ag-ar Pa lib ) and the cost of 1·h<' land a l the pre,·ai l inv; 
market r~1tc of R -.. . 80 per -;qua re met re fi ~r cl b) t hr 
Collector for t lt c arr:i " ·orkt>d out to R..,. ~.20 lal-. hs. 
T he Ya luc of propcn' was. t hn . determined -;hon b,· 
R s. '.2 l::tkhs. rc-; ul t in g; in c; hort Je, y of ~tam p d u t,. (in ­
cludin~- additiona l d nt\ ) o f R s. 0.2 1 l::i kh . 

T he nii :-,t akc \\'a s po int"cd o ut to 1hr departmen t in 
\fa\ 198:1 .:i n d Lo C oYrrnmen t in Aug-u. r I () 8:) . T h<' 

• 

• 
• 

• 

t 



• ,. 101 

ckp a1 1me111 slated (Octobt'r l ~I ~() ) that the clocnrnc11 1 
had hec 11 referred (June l!l8"i ) 10 the Collccro1·. Dch r.1 
Dun for cl c1.crmin;i tio 11 of corn·n ' :due of proprTr'· . 
Gowrn111e11 t \ rep l · j., ;1.,,,·ai tcd (:"\l arch 1987) . 

5.4. Short le"Y of s t amp duty and reg-istration fee due 
to mi '>dassification of docum ents 

( i ) L'wkr Ll1c l ndia11 Stam p \l l. IH!J'.J. a mort .Q,agc 
eked in cludes every instrument whereby. for the pur· 
p t»C' of ~cn 1ri11 g monev :1c h·a11 ced or 10 be a<kanrccl. 
by way of loa11 . nr ;111 exi~tin g or Eu1 urc debt, or rhc 
pcrforrn;111c. c of ;1 11 e11g<1gc111 e111. one person 1ra n:-.fcr". 
or creau·-, tn. o r i1 1 Ll\our of ;1110t her. :1 r igh[ O\'Cr rw 
in respect oF a pecified propc rt~. ~ccur i ty bornb arc 
excn1iccl to secure cxec rnion of act~ o ther th :1 11 rcn:1,·­
m c11t oF ln-111~. Swmp dul' chargeable on " rnort•:tai!(' 
clecd" i ~ hi!o;h cr t ha11 dial charg-c'ahlc on •· ... cnirir,· 
bond .. . 

At (;,anpur (cl i ~tri n \ 'a rana-.i \. a co1111>:111,· mon~aged 
(September I !)8'.I) propcrt ie ... comi::.L i11 g of b11d (rnea1>111" 
i11 u 7 /Ji 1! ll!I. :~ {Jis11·r1 an(l J() d/111r) a!OJJ !{ wirh the Ji11il d ­
in~ t.hcn·o11 to the Allahabad Hank for ~ecurin(.!; 
p :n 111 r111 of a loan of Rs. ~I .) bkhs J 1Hl pa id q311m du1·,· 
of R '>. 1'.!.tiO. t re:i tin ~· th e i11:-.1rumcn1 :1~ a .,crurit y b011d. 
\ -, tlil' doc11mc11t crca t('d ;i 1·i2ht mrr t he ~aicl nro nerti e-., 

i11 h \Pllr of the Bank. it , ,·a:i corrccth cJa~.; i!i · 1b l c a-.. :i 

n1 ortq·:i0·c dcccl. The incnrrcn cla~~ ifi ca 1io11 of 1hc 
rloc11inc111 rc-..ultcd i11 ;,t :u11p clut\ !win!~ lc\'iccl ~liort bY 
R·-. 'I . I I bkhs. 

011 this bcin<?· poi111c:d Ont in :1udi1 (~c pt cmbc1· H)8..J '. 
1l1 c dc part 111 rnt le' ied ( \11 011-..1 Jq~") l -.ramp dut y 0£ 
l~i> <J 11 hLh., woe1 her \\"ith pe1 1:tl1,· amounun12· to 
R. ... n Kil hkh . Report 011 rcCOH' n • i-, awa it.eel (\farcb 
I ~l87 ) . • p · - --

Tl •c 11 nt1cr wa~ reporic<l to C.ovcrnrnc11t in Septerli -
l>c r 1981 their reply i..;awaited (T\f:irch 1987). • 
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(ii) Stamp duty on a dcrd of mong~1ge with po . ... c ... -
sion 1s le\·iable on the amount of co1)sicleraLion equal 
to the amount secured by w ch deed , ~whil e in the case 
of an instrume nt of sale it is leviable o n th e market 
value of the pToperty or t he consideration t>e l forth in 
the instrumen t, whichever is higher. According Lo 
Section 164 of th e U. P. Zarnindari Abolition and L and 
Reforms Act. l 950, any tra nsfer of a holding or pa1·L 
thereof made by a bliumidhar, by which po session is 
transfen-ed to the transferee for the purpose of secur­
jng any paymenL of money ath anced or Lo be ach a need 
by way of loan or an ex isting or future debt or the per­
formance of an engagem en t. ·which may g i, ·e rise to a 
pecuniar y liabi lity. shall, notwithstanding anything con­
tained in th e document of tramfer or any ]a,\· for the 
time being in force. be deemed. at a ll times an cl Eor 
all purpose . to be a sale t.o the trarn.[erec . Th ll'>. 

stamp d u ty and registratio n fee on a n instrument of 
m ortgage with p ossession in respect of uli11mirllwri 1antl 
is to be Je,·iecl as on an inst r11111 cnt of sale. 

Al R am nagar (di strict Varalla~i ) , 6 . ~.5 acre~ of bl111111i 
rllw ri la nd .-,i tua1 eel i 11 \ill age Da mri (pargu na Ralh pur) 
was m ongaged by 'A' tind exclusive posse1>:,io11 \\·a~ gi \ e11 
in favo11r of 'B ' 0fler receiYing a Slll11 or R~. 12,000 ris 
loan . Further, 1hc mortgagor ~a\·e l1is lOnse11t for 
mutation in the t even u e reco1d~ in favour of' 1he mori ­
gagee. Tgnoring a ll these fact:-. the cloc111ne11t 1\a:-. 

registered on 6th A11ril 1981 trt>a t iu()' it a<; mortO'ao~· 
. . 0 ,..., "" 

with possession for a consider;1tio11 equa l to the amount 
secured ?Y su~h deed and &tamp duty of R . I ,'.260 only 
was realised , instead of treatino- iL as an instrument of 
sa le liable to stamp duty as for"conveyancc on the ' 'aluc 
of the la11d, 1;iz., ·Rs. 250 lakhs (calc11 la ted al 1 he m~1x i ­
mum rate of R s. -lfJ ,000 per acre fixed by the t hen 

• Collector) . The stamp duty levied hort amou n ted 
to R s. 24,990 . 

• 
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On Lhi:. being p ointed out in J ttdi t (Augu!>r 19841. 
stJmj) du ty a mo u nting- Lo R s. 26,302 '(togeth er w ith 
p en a lty o f R s. 197 and registration [cc of R s. 8·1) w::i.~ 

levied b) 1 he Collerto r in Onobcr 198.) . Rcpon rm 
recoYe ry i-. awa ited (March 1~) 87). 

l'he ca. c ·was reported to Govcrn rncnl in Se p tember 
198·1 : the ir r cp h i ' :1wai ted ( i\fa rr h 1987) . 

• 

• 
• 



• 

• 
CHAPTER 6 

TAX ON PURCHASE OF SUGARCANE 

6.1. Results of Audit 

Test check oE the records of sugar factories and 
l<ha11dsari units, conducted in aud it during the year 
1985-86, revealed non-levy /short levy of purch ase tax 
on sugarcane amounting to Rs. 37.7-1 lakhs in 65 cases, 
which broadly fall under the following categories : 

Number of Amount 
cases (Tn Jakhs 

of rupees) 

1. Clearance o r sugar without payment 15 17.Q? 
of purchase tax 

2. Trrcgular deferment o f tax 10.93 

3. Irregula rity in fixat ion of rate of tax 10 7.31 

4. Short assessment due to 11011-ob~crvance JI l.26 
o f rules 

5. Other case~ 28 l.16 

Total .. 65 37.74 

A few important cases are mcll tioncd in th e succced­
mg paragraphs. 

6.2. Clearance of sugar without payment of tax 

Un der the U. P. Sugarcane ( Purchase Tax) ,.\ ct. J 961 
and the Rules fr;imed thereunder, no owner 0£ a sugar 
factory shall remove or cause Lo be r emo\·cd any sugar 
produced in the factory, either for consumption or for 
sale or for manufacture oE an y other commodity in 
o r outside the factory, until he ha paid the tax levi­
able On• Lhe purchase of sugarcane SO consumed in the 
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- m auufatlure of ~ 11gar. An,· con l raven tion of · th ese 
prO'visions rende r~ t he owne'r liable lo pay, in addi tion 
Lo Lhe tax payable, a furLh er su m not exceeding one 
hundred per cent· of the sum so paya ble. by wa, of 
penalty. 

(i) 111 Deoria dist1 in. Lwo !-iugaT fano ri e~ cleared t·ill 
September 198;{ :111<1 Augmt I !l8!1. :1-l .'.?2q b::ig-; and 
2:1,25.) bags of sugar of Hl8 l -8'.Z ancl I DS'.~-8 1 se;-isons 
res pecti vely wi t ho u t paym ent o f tax amo unti 11 g· Lo 
R s. 5.6G, I 00 a nd R s. ~. '24 .1.::; 0 . Fnnher. in R <1e Bareli 
distr ict. o ne srnrar factorv clea red the ent ire ~ tock 

" I 

( l ,06.n lO bag!'l'i of 1983-8 1 sea:--on b~ .June 1 ~)8:) and 
i)2,96~l bags of su ~~tr of 198-1 -8:) sea~o 11 hy October 
1985 wit hout payi11 g- taxes o f Rs . . >.87,!l08 ;-i nd Rs. 
8 .10, !H):) r espcct i , ·c] y. T n th e ir monthl y r eturns sub­
mi ttecl to Lh e ,.\ sscs:.ing OfTiccrs. all these factories hacl 
b een sho" ·in g- clearance o f sugar withou t payment of 
tax or on sho rt payment of tax . hut no action ' '"ls 
taken bv the clepa rt ment for recovery of La-.: and 1r,·y 
of pe11ally. 

011 tl1c i rrco ul arili cs bci 11 0· 1>oi 11tcd out 111 aud i L t'l t'l 

( lanuan 198-l. December ID8:) ;111cl .J a1lll:1ry 19861. lh c 
dcp:i r t111c nt iuir iatccl (April 1~)8:)-1\farch J!J8G) act ion 
ror adjudi calion o f dcfrt ult :111cl rCCO\.(' l"\' of tax lll tWO 
case-. (Deoria : one case: R:1e Ba rel i : o ne case) a ucl 
recovered (Apri l 1!18.)\ ta:-. arn ou 11 t i11g Lo R s. 6.'18.10~ 

ancl pcnalL\· a mo1u1 ti11g LO Rs. 18 .-1-70. R-cporL o n r e­
CO\Cr\ of th e b:-ib 11 ce ~1rnou11t of tax ;111 cl on acti on 
takcJJ . 111 th ird case is ;nra it cd ( ~larch I !)~7) . 

( i~) 111 :\ke1 u l d i:..Lr ict. a :-.ugar fac tor) cleared suga r . 
without parmen l of tax from l ~ th 1\far~h 198.tJ .oinn-Hcl s 
on the bar; is of an cxeculi \'e order el ated I !Jth .J anmll'y 
l !)8-l issued by Governmen t (Tnclu..,t ri cs Department) 
deferring payment of tax dur ing the period of r e pay- • 
m e11 t o f loan taken by th e factory from financial insti .. 



"( 106 
• 

tulions for execution of its expansion projects. Jn 
the absence of an y proYision in th e Act or the Rules. 
the order for deferment of payment of tax was irregu- t 
Ja r ancl resulted in accumulation or arrears. T h e tax 
not paicl bv the factory u pto ~0th June 198.5 amounted 
to Rs. I 0,93.214. T he said order is also sil1en t about 
the manner and mo<le of payment of th e deferred tax 
aJtcr expi r> of t li e period of rcpaymeut of loan assi t-
ance. 

T he matter wa. reported to th e department in Sep­
tember Fl8.1); th eir reply is await ed (March 1987). 

Th e above cases were reported to Go\'ernment 111 

July 19811: their repl y is awaite<l (M arch 1987). 

6.3. Faulty/delayed fixation of final rate of tax 

Under the U. P. Sugarcane (Purchase T ax'\ Act, 
1911 1. ta;.... on the purchase of ug-arcane consumed in 
man u facture of sugar i levied at th e time of 1 emoval 
of sugar r,.om the factorv. For this pu rpose. provi­
<iio11a l r:itc of I.ax per hag of sur-;ar, based O il the clata 
of previous sea~on. is ftxed bv th e :\<;sc""i 11 ~· Authority 
ill lhe hcgi11ni11g of th e crushing ~casou ; the lin ~il rate 
of ta,· is fixed ~it the <:'llCl of the crusl 1i11g sca~o 11 hv 
takin g- i11t o acrn t111 1 the remai ning; ~lock of sugar of 
tliC' scaso11 aJ1c1 Lhc a111ou 11L of tax: paid :i t the pro"i~ ion­
al rale ror Lh;H -;eason. 

ln Dehra Du11. F;1rrukhabad. \kcrut. Ba~ti and 
Pili bhit diqrict . Gv(" sug-ar raclories had cleared 
(dmi ng -:\farch 198.'> 10 Octoher 198.:1) the entire mar­
ket able su~a r of 1981-82 to 198;)-8 I ea!)on. ( cxcl ud i ng 
brown sw?;a r ,,·hi ch was to be removed on I y for repro­
cc-.~in o-• \\'it hi n •the Factory)_ The purcha~e La-..;: li ah ilitv 
of Lh~~c season , wa!). howe,·er. 1101 Fu ll v liq u i<lated 

• either d ue to removal of su o·ar bv the factori e. ·with ­
• out cl epositing the tax clue tl1ereo11 or cl ue to fa ul ty f 
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delaye,l ft:\.at 1011 o( the fin al rate oJ rax per bctg payable 
a t the time of clearance of marketable su p;a r . The 
unpaid balance of tax for the above sea o ns ~unounl ecl 
to Rs. Ci,.'16,3:> I. Besides, inLere:,,t at the rate of I 2 
per cent per annum and penal ty ttp to I 00 per ce11t of 
the tax and interest \rere recoverable from th e nw 11 ers. 

On this being poin ted ou t in audit (bcn1·ce11 Juh-
1985 ;:ind April 1!)86). the clepartmcnl reco\'e1ed tax 
amounting 10 R s. I ,8-l,583 ill L\\'O case~ and imposed 
penalty amounting to R.. 1.112,6?> I in one ca1>c (Bast i). 
R eport 0 11 recoYery of the balance amo unt of tax a nd 
inte rest togethe r ·with peualt \' i .~ a·\\'aitccl (!\larch 1!l87). 

The matte r wa~ reported to Co1·ernmem 1n Jnly 
1986: the ir reply i'I :-t\1·aited (March I ~l87) . 

6.4. Short levy of 1 ax due to non- observan"c of Rules 

l.1t1cler Section :I of the U. P . S11garca11C' ( Purcha!--e 
'Tax) Act. l % I read Kith R ul e J:k \ of th e U. P . Sugar­
cane (Pu rcha~e Ta:-.) Rule~. 10() I. as amended " ·ith 
effect from Isl Apri l 1982. the owner of a l<l1r111d1ari 
uni t i-.. required lo pay t;1x c itl1 er o n tl1c qua11tit1· of 
~ugarca11 c actuall y pu rc hased b) him or. a t h i~ optio 11 , 
on tl1 e qua11t it\' of Sll~arca n e a~srnned 10 h;,1ve been 
pu1cl1a::.ccl . ba~ccl rn 1 the rrushinµ; rnp;tc il ~ of the unit 
and 0 1 her 1 clc1·an l foc tors. [ f lhC O\l' llCl' C~C'I l'iSe~ 

1li e optio11 lo pa) tax on the basi-.. of the a~sumcd 
quan1it1·, li e i-.. required to sc11cl a declaration i11 the 
preKribl'cl form (l;orrn :\fo. Xl 11 ._ "pccif) ing- the elate 
of 'ilarL of the unit. lo the Sugar Co111mi s~i o 11 er. Assi.,l ­
ant Sugar Commi ~ioner a11d the Asse~si 11g OOioer ~o 
as to reach them fifteen daH before l he start of the 
unit. Tnt imat ion for chan~e in th e ') j)ecificcl date of 

'- ' . . 
sl1.rt ~1·1:1l1 abo be gi1·cn under reg-i ... 1cred co' er Jo the 
~ame au thorities at least one week hdore the specified 
or proposed d a te of :-.Lart. Fa ilure Lo com ply with • 
this requ irem ent r enders Lh e unit lia ble to be trea ted • 



as 11on-opllon unit for the purpose of asse!)m~n t of 
tax. 

(i) Declarations i11 Form XIJI. opting for payment 
of tax on the assumed q ua11tit\ of ~ugarcanc during 
19 " l-8;) ~ca~on. sent under rcgi~lcrcd cm er b,· th e 
O\\'n ers of three l<hn11dsm·i. u11it-, in t \\O lnspcciorates 
in l\fu1alfar11aga r di str ict were not rece i, ed h,· the 
!\.,scssing Officer 1lfLee11 day<; bef'orc the date cir' st.art 
of the unit ~ specified therein. Th{' 11 n ib were. lio''" 
e\·c r , assessed to tax as op ti o11 unit s o n the total assum­
ed q ua11t it}' of l .2 1.:)66 quintals of ~u ga rcanr. i11stead 
o f on the actual purchases oF '.!, '.\~.~ I fl q uint ab. 1 reat­
ing them a~ 11011-option u11it~. T h i!- rc~ulted in tax 
bei 11g (c,iecl shon h: R s. 1,10,() 1'-J. 

On the fail u re being poin ted out i1 1 a udit (Jan u::tr :· 
198<1), the departmen t stared (.Ja11uar) / Februar, 198/) 
that :1ddit io11al t:-ix of R s. 1,06.02() li;rd been a~o;es<;erl . 
R eport 011 recover: is a,,·ai ted (\f:irch 1 ~187 ) . 

( ii) 111 Shahj;tl1:i11pur. i\ loradahad and Kan pur d i~ · 
trict s, th1 cc hhr11ul.wri ll nits, " ·hi ch had opt eel lo pay tax 
0 11 the h:r :-.i~ of as,<,l!metl purcha.,e<, of .) t1 ~: 1rca n c d uring 
th c :l!->:-.C~~rn en L ' ea r:, 108?.-8:>. I q83-l-i I :rncl I D8·1-8:). had 
~tart ed ll'orking from da te:- i, ub,cqttcnt l o those speci­
fi ed in 1l 1eir dccl <1 r;11ions in fonn XI II. hut !lie i11 ti ­
Jlla tiom 10 tlr:-it e ffect were 11ot gi,c11 ;11 lea. I one \\'Cel-. 
befo re the elate~ c>f ~tart a l rcacl~ \pccifi cd. The' :,·ere 
;1,<,S C' \ eel to 1;1" From the \t1h~eo 1 1 c 11 1 da1c-; o f -,tar! of 
the uni h. in::-tcad o f' from th (' d llC ' i 11 i1 ia l1 y ~pcci l ed 
;r-, r c<.1 u irccl under Ilic rule\. T hi'l re~u l ted in short 
as\e,sment of tax by Rs. IG./(i / . 

• • 
0 11 thi -, being poi11Led o ut i11 ;r udit (bcl\\ CCn Feb-

ruan· 1~18~ and Fchruar\ l ~JH ri. the clcpanm enL ra ised 
• adcliLional demands ag~regati n~ R !->. lfi.7G7 , ou t_ of 

• wh irh. in Olle case, order~ were i ~~ncd for rc;1li sauon 

• 

t 
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of Rs. 8,4 00 as arrcan of land revenue. Jn lhe second 
case. the a scs~cc is reponecl Lo have obtained stay 
order ffom the Hon"ble H igh Court. Deta ils of re­
CO\'cry in cwo case.~ 110L co,·ercd h~ slay order arc ~n,·:i.i t ­
ecl (.\larch 1~187) . 

rti e above c1~c~ were r'eporlf'd to Government 111 

Jul y IU86: tl1eir rcpl ) is aw:ii ted (?\larcli 1!)87). 

6.5. Outsta nding cl ues of tax on purchase of sugai·cane 

6.:"'i. I . Under Srcrio11s .'\ and ~-A of the U. P. Sugar­
cane ( Purd1ase Tax) Act, J%J and the Rules framed 
thereunder. tax on the purchase of ~ugarcanc is pay­
ablr hv th e own er o( a -;ugar (actory aL th e ra te of 
R s. 1. 2? per qui 1ll:1 l and by the owner of a l<linnr/.1·rl'l"i 
unit ;iL the rate .nf Re. I .!HI per q uin tal o[ ') nga rcanc 
purd1a, ed . 

().5.~. The tax pay;ib le by rlic factories i ~ rea lisecl 
al the time of de:ira11ce oE su~a r at. the rate fo.:ed by 
the A~se!is ing Officer pro\·isionall) during the worki 11g· 
of rbe sea ·on and !lnallv thereafter. on the basis oE 
total sugarcane pmcha')cd dur ing the '>Ca;on ;~ll(l ~ugar 
produced th crcErc. ·11. The tax pa) able by the l<l1rllld-
1111"i unit~ i~ paid in ackance evc'r) month if th e nnit 
oph LO pa)'. rax on the basis of tlie a.sumcd month ly 
crmh i11g capac it y as specifi ed in the ~chedule: if the 
uJJit s clo noL exercise th e opLion, Lhe Lax is to be pnid 
after a~se~sment on t he hasi:, of the ;ictual purchase of 
sugarcane for Lil e month concerned. 

<-i.!>. 3. Sugar fa ctorie ma king clearance o[ ~ngar 
w ithout paymem of tax are liable for peualty up to 
LOO per cen t of th e tax d efaulted and l<l1rmdsari uni ts 
1101 paying tax b) clue elate:-. are li:"tble for paymeut of 
inlere!>t at 12 per cent per annum bes ide') penalty. 
The new stwar m ills in 1rnbl [c sector or c o-operali\'e 

0 • . 

sector. were, however. allowed clefcnnent oE Lax chirnig 
• 

• 
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frr t 6ve crushing seasons which was recoverable in 
fi ve equal instalments beginning from the . ninth 
season. 

6.:).4. The t0ta l amount oE Lax pending r eali sation 
as on 3 l st M arch l 986 was R s. 1082.81 lakhs, of which 
tax of R s. 946. 76 lakbs was due from M suga r factories 
and Rs. 130.05 lakhs from 2,176 l<handsari units. 
Fun her, R s. I] 30.76 lakhs were clue from 19 sugar 
factories in the publi c/ m -oper:Hive sectors in whose 
ca . es payment· of tax had been deferred by Govern­
ment. 

6.5.:>. T he amoun t o( R . 0-IG.76 lakbs clue from 
34 sugar factories broadly falls u nder the following 
ca tegories : 

Particula rs of arrears 

(a l Tax cine fr om 4 facto1ics in the private Sl'C tor 
in rc,pcct of ~uga rcane pnrcbasc<I fiom tbe 
State of B H1ar 

Cb 1 Tax due ! ro111 ~ fac toric~ managed by cnsto · 
d i:ms appoi111cd by Government of Jndia 

(c ) (i I Tax due from 12 factories taken over by 
Government in 1971 and being managed by 
the U. l'. S1a1c Sugar Corpo ration Ltd. 

(ii) Tax due from 4 factories 1:1ken over by 
Govc:nment in October 1984 and being 
managed by 1he U . P. Slate Sugar Corpo­
ra1ion Lld. 

liiil Tax due from 3 facwr ics cstablishecl by 
the U. P. State Sugar Corporation Ltd. 
b~IWCC!l 1974 a nd 1979 

(iv) Tnx due from 3 fuc1ories n111 in co -opera­
t ive sector 

( c/1 Tax due from the Pip raich Sugar M ills pur­
chasc:cl, in publ ic auction. by the U. P. State 

• Sugar Co~poration Ltd. in 1975 

(1•l9Tax due from 4 olllC'r factories 

Amount 
(In lakhs 
of nipees) 

2 1.7 1 

13.02 

557.84 

173.20 

93.85 

58.Q7 

22.23 

6.84 

Tota l • • 946.76 

• 

• 

t 
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6 .. 1 .. 6. A scrutiny of the record relaling to these 
o utsLt1. nd ing dues in Lhe Cane Commi sioner's Office 
and o ther State Government offices revealed the follow­
ing : 

(i) n s. 13.02 lo/<11.s due from tlzref factories managed 
by custorlim1s fl/JjJoi11ted by Government of !ndia 

Purchase tax. on suga rcane amounLing tO Rs. 13 .. 02 
bkhs for the peri od p rior Lo I ~)71 - 72 ·was outsta ocling 
aga inst three factor ie whe n t heir management was 
initiall y taken over (management of t1vo factories in 
Deor ia di stri ct taken over on 27 th December 1978 
and of one in Gonda di strict Laken over on I :~ th l\Iarch 
1979) by the Governmcnl of l nclia for three years under 
the Sugar U ndertaking (Take O ver of Management) 
Act, 1978 :md placed under cus10clians. The Act 
prO\·icles thaL the di sputes / cases pending before any 
Cou rt / Tribunal / Officer for ,-ecovery of clues from 
the previo us managem ent shall re ma in stayed so long 
as the managemen t of th e establishment remains vest·ed 
in Governm ent of India. T he tenure of custod ians 
in ·res pect of th ese factori es was. however, extended 
for seven years in each case; and thereafter these fac­
t0ries were denotifl ed bu t th e ir prev ious owners v\'ere 
not w illing Lo take oYcr and run Lh e mill s. Later on 
:lS per order of the Ilon ' ble High Court, the mill in 
Gonda di strict was r eturnecl to its previous owners. 
In respect of the oth er two mills, r eoeiYers ·wer e 
appointed by the Collector, Deoria on 5 th October 
1986. Report on 1·ecover y i , however, awaited (March 
J.987) .. 

(ii) Rs. 73 1.04 lakhs d1.1e f rom 1f) factorie.s managed 
by the U .. P. Stat e Sugar Cor/Jor~tion Ltp, .. 

Government acq uired, under the U .. P. Sugaf U nder 
taking (Acqui sition) Act. 1971, 12 sugar m ills (Sakoti- • 
tanda, Mohiuddinpur, Barab anki . Khadcla, Burhwal.. 
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BhaLni, Amroha, Ramkola, J arn·al Road, B ijnor, R am­
pur and Laxmiganj) in J 971 and another I 2 sugar Jll1ills 
in Ckrobcr 1981 whi ch included 1 rnilh ;it Siswahazar t 
Buhvncbhahr. Bare illy and Chitauni . Tax; due~ 

;:rn1 ou11ting· 10 Rs. ;171.90 lakhs and R s. I 59.2 1 lakhs 
"·ere outstanding againsL Lhc former 12 mills and the 
latter -1 mi lls rcspccLi\ cly at the time of their takeover. 
Under Section '.3 of the Act. these trndertaking-s were 
ro lie acquired and their rnan::igemcnl vested in th e 
U. P. State Sugar Corporatio11 LLrl. created for Lhe 
pu rpose, free from any debt. mor tgage. charge or other 
encumbr,111cc etc. aLtaching Lo th e~e nnclcrtakings. The 
cla im for the tax clue from these mills " ·::is to be lodged 
wi th the Prescribed Amhority f'or paymcnl out of the 
cornpemat ion payable to their ow11ers. The Prescri-
bed Authority in respect of the J 2 mills. acqnired in 
1!)71, bad been appointed by I Ith October 1979. 
Acc01cling lo snb-seet ion (10) of Scctiou 7 of Lhc Act, 
the ;1111ou nl of compensation and ad.iu.,trncni:, of clai ms 
and due\ etc. \\'a~ to be finalised \,·ith i1 1 .,i;.... mo11ths of 
the Lakcmer of the undertakings. Thr acq uisition of 
these I~ mi lb was completed after the High Court's 
judgcrncnl of May 197!J. bul the compcnsaiion h as nol 
been filla l i~cd by th e Prescribed Anthority so far (J LL1y 
l 98()1 resulLing in non-realisat ion - of tax clues. The 
appointment of 1.hc P rescribed Aut hority in resprct of 
the J ~ ' tigar mills. acquired in October 1981, ·was 
announn·cl in June l ~)85, but t hei r acqui~ition by the 
Corpor:1lio11 i'i sub-juclice. 

Subsequ ent to their acqui 1t1011 by Go\'ernmen t, the 
aid I (j m ill s further defaulted in paymenr of Lax to 

the ex ten t of R-. 199.93 lakhs, against "lrhich recovery 
cerlifiqtes \\'Cr~ issued in re peel of 4 mills fo1· R s. 
98..-18 l~kh s dur ing December 1980 to November 1985 
for rea]i ation a arrears of land revenu e. No reco\'ery 

• h a<; been r eported o for (July 19861. Proceedings 
• 
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for issue of recovery certificates against two mills for 
an a.mou nt of Rs. 14 .09 lakhs were stated to be m 
progress. 

(iii) Rs. 151.92 laklis due from 3 factories newly 
established by f he Co1'j;oration and 3 factories 
in co-operq,tive sector 

Three new sugar factories established (between 
1974 and 1979) by the U . P. State Sugar Corporation 
Ltd. and three facLories established (between 1975 and 
1.978) in co-operative ector had default,ed in payment 
of tax of Rs. 151.92· lakbs since 1982-83 season. Ou t 
oE this amount, recovery certificates for Rs. 9.49 lakhs 
were issued in November 1985 for realisation oE tax 
as arrears of land revenue, but no recovery has been 
reported so far (Ju ly l986). 

(iv) R s. 22.23 lakhs du e from PijJraich Sugar Mills 
purchased b;1 th e U. P. Stale Sugar Corporation 
Ltd. 

P ipraich Sugar i\ lilh, which had outstand ing tax 
dncs of Rs. 22.23 Jakhs, was purchased in 1975 by the 
U. P. State Sugar Corporation LLd., in public auction, 
for Rs. 5:) lakhs. T he auction money, which was 
payable Lo its owners, wa~ utilised in payment of the 
bank dues, taqavi, cane price et c., leaving nothing to 
liquidate Lh e Lax arrears. The liability for this tax 
lies with the previous ownen but is still being shown 
against the mill , now owned by the U. P. State Sugar 
Corporation Ltd. and no action has been taken to re­
cover the dues from the previous owners. 

The above points were prought to ~he 
Government in August J 986; their reply 
(March 1987). 
13 A.G.-8 

no!ice of 
is .awaited 

• 
• 
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CHAPTER 7 

OTHER TAX RECEIPTS 

A-LAND REVENUE 

• 

7.1. Results of Audit 

TcsL check of records of the offi ces of Revenue 
Department, conducted in audi t during the period 
from April 1.985 to March 1986, r evealed under-assess­
ments and shoTt co11ections of land revenue amount­
ing Lo Rs. !>0.29 lakhs in lG I cases, which broadly fall 
under the followi ng categories : 

Number of 
cases 

Amount 
(Jn Jekhs 
of rupees) 

I. Non-levy o r short levy of !anti revenue 108 31.48 

2. Short recovery of collection charges 37 3.96 

3. Other cases 16 14.85 

Total . . 161 50.29 

A few important cases are mentioned in the succeed­
ing paragraphs. 

7.2. Non-assessment or short assessment of land rent 

Under the U. P. Imposition of Ceiling on Land 
Holdings Rules, 1961, lessees of surplus lands are re­
quired to pay annually to the State Government, in • 
r espect of the land so settled in their favour, rent cal­
culated at double the amount of the sanctioned here­
ditary rate applicable to such land. 

In thiee tahstls, two of Hardoi and one of J aunpur 
distr icts, land rent recoverable from lessees of surplus 

11 4 

• 
• 
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lands for different spells of the fasli years between 
1388. and 1392 (between July 1980 and June 1985) 
was eith er not assessed or assessed short. The land 
rent not realised amounted to Rs. 32,660. 

On this being pointed out in audit (between Jan­
uary and November 1985), the concerned Tahsilrlars 
stated that necessary demands would be raised after 
verification. Further progress is awaited (March 
1987). 

The matter was reported to Government between 
March 1985 and January 1986; Lheir reply is awaited 
(March l.987). 

7.3. Non-realisation of collection charges 

In terms of the Revenue Recovery (U-ttar Pradesh 
AmendmenL) Act, 1965, revenue authorities are re­
quired to r ecover dues on behalf of other Govern­
ments, semi~Government organisation and local 
boclic , a arrears of land revenue, on r eceipt of reco­
very certificate · from the concerned authorities. 
Col leclion charges at the rate of l 0 per cent of the 
dues collected are reali sable by the revenue authori­
ties as service charges. Cerlain acts and rules under 
which clues arc recovered as arrears of land revenue, 
such as the U. P. Government Electrical Undertaking 
(dues r ecovery) Act, 1958 and the U. P. Agricultural 
Credit Act, 1973, provide that collection charges be 
r ecovered from the defaulters, whereas some others do 
not have any specific provision in th is regard. In view 
of this, the Board of Revenue, in their circular dated 
30th June 1975, d irected that recovery certificates 
should d early indicate whether collection charges were 
to be borne by the defaulter or by the tlepartm•ent or 
body issuing those cer tificates. In the absence ·of any 
such indication in the recovery certificates, it. wa~ 
dil·ected by the Board that only the net amount, after • 

• 
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de<lucting the collect ion charges, should be passed on 
by the revenue authority Lo the department or bodies 
concerned . 

In two Tahsil Offices in Lhe distr icts o f Azamg~rh 
and .Jaunpur, dues pertain ing to certain organisa­
tions were r ecm·ered as arrears of land revenue ~luring· 
the period from l 983-84 to 198:5-86, but collection 
charges were either not recovered or were r ecovered 
short. Against the collection charges of R s. 6.'>, 763 
due. only Rs. !J, l 33 were recovered. Thus, collection 
charges amoun ti ng to R s. 46,G~O remaiu ecl unrealised . 

• 

On this be i11g pointed out in a udi t. (September 198:) 
a nd N ovember 1085), the department stated that neces­
sa ry steps would be taken for r eal isation of the collec­
tion cha rges clue from the concerned organ isat ions . 
Further progress is awa ited ( farch 1987). 

T he matter " "1s reportc.d to 
ber 1985 and J anuary 1986: 
(i\fa rch 1987). 

Government in Novern­
their r epl y i awa ited 

7.4. Non-realisation of amount of lease money 

T n terms of paragraph G'.2 of the U. P. Gaon Sabha 
and Bhumi Prabandbak Sam iti Manual, leases for 
fi shing righ t are awanled for a period not exceeding 
one yc'1r, on the basis of auct ion, to the highest hiddc rs 
on the condi tion that one-fourth amount of t.h e lease 
money wou ld be pa id irnmcdiat<'ly on th e acceptance 
of the b id and the remain in e; th ree-fourth in three 
equal q uart erly in stalment~ . l n c:tse of d efault in 
paym ent of the instal m ents. the lea <;c is liable to be 
cancelled and rc:rnctioned. 

f n t.wo tahJ.ils (H yd ergarh and Fatehpur) o f Bar a­
banki ~li s trict, during the years l 97G-77 to 1084-85. 
9 I leases (rxcl ucling those for l 08·1-85 of f(l/isi l Fateh­
pur) for fi shi ng rights were given Lo highest b idders 
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for a tota l amount of R s. 17.20 lakhs. The lessees 
paid . the first instalment Lo secure the leases, but ge ne­
rall y defaul ted in m:1king payrn enLs of th e remain ing 
three instalmen Ls. Though the lessees contravened' 
t he terms and conditions o f th e leases, th e department 
allowed them to enjoy the fi shing r ig llls for the whole 
year. No action ·was a lso taken to recover tb e rema in­
ing amount of lease money ti ll 1Deccmber 1984 10 

respect of leases pertaining to H yclergarb lahsil and 
t ill April 108:) in respect of leases per tai ning to Fateh­
pur taltsil. As a result, a sum of R s. 11 ,50,578 per­
taining to 1hc Years 1976-77 to 1!)81-85 wa. out'itc:inding 
aga inst the lessees a" on 3 1 <> l fc:irch 1985. 

11 wa-; seen in a udi t that while demand notices for 
R s. 45,000 (cl ue for 1079-80 and 1983-84) in 11 cases of 
H ydergarli tr1hsi/ were i ·suecl i11 J anuary 1085. in two 
cases in volving Rs. 7l ,2SO (Rs. 11.2!)0 perta ining Lo I he 
vear 1977-78 and Rs. G0,000 pertai ning Lo th e year 
1983-8,1). the Gram P ra<lhans had reported (January 
I 98.:}) that the les ees were not traceable. In 6 other 
ca~es for I !!711-77 and 1978-79 in volvi ng Rs. 23 ,070, 
evc 11 notices had not been issued ti ll th e date o f audit 
(2?>t h April 1985). Furth er developm,ents in these cases 
and details of action taken in respect of cases r elating 
to Fatch pnr tnlisil are awaited (March 1987). 

The matter \\"aS repor ted to the department and 
Gm ernment in July 198.:5: the ir r epli es are awaited 
(1\farch 1987). 

7.5. Non-execut ion and/er 
fishing dghts 

regist ration of ]cases fo1· 

Tn terms of Section 17 o f the Tnc\ian R eqi tration 
-\ ct: 1008. lca ~es arc compulsorily registe1·abl~ and . fee 
at the prescribed rat e. is payable therefor. In accord­
ance wi th the provision o f Article 3?>(b) of Sch ed ule: • 

• 
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1-B of the Indian Stamp Act, 1899 (as amended in its 
application to Uttar Pradesh), stamp duty on leases is 
to b e levie<l. tTeating the lease amount as 'premium'. 

In two tahsils (Fatehpur and Hydergarh) of Bara-
. banki distri ct, in 86 cases, where fr sh~ng rights h ad 

been gTanted for amounts aggregating R s. 13,37.403 
during the period betH·cen 1976-77 and 1984-85, leases 
were either not execut•ed and / or these ·were not regis­
tered. Bes ides, in case of tahsil Fatchpur, lease agree­
men ts for amoun ts aggTegating R s. 3,82 .. 5.53 were 
-executed and reg istered during the years 1980-.81 and 
1984-85, but stamp duty levied was short. These 
irregularities resulted in non-levy /short levy of stamp 
duty amounting to Rs. 1,20.784, besides non-r eali sa­
tion of registration Eee of R s. 15,096. 

• 

The matter was reported lo the department and 
Government in July 1985 : the ir replies are awaited 
(M arch 1987). 

B- ELECTRICITY DUTY 
7.6. Results of Audit 

Test check of the accounts of Assistant Electrical 
Inspectors/ Appointed Authorities, conducted in audit 
during the year 1985-86, revealed non-levy or short 
levy of electricity duty and inspection fees amounting 
to Rs. 23.75 lakhs in 35 cases. which broadly fall under 
the following categories : 

• 

Number of 
cases 

Amount 
( fn lekhs 
of rupees) 

I. Loss of revenue due to non-payment of 15 18.2 l 
electricity duty 

2. Short levy of electricity duty due to 6 5.J9 
applica tion of incorrect rates 

3. Non.,calisation ~ short rea lisation of ins- 14 0.35 
pection fees pertaining to electrical 
install'.itions 

Total . . 35 23.75 

• 



• 

11 9 

A few important cases arc mentioned in the succeed­
ing J1aragraphs. 

7.7. Non-levy of electricity duty 

Under th e U . P . Electricity (Duty) ct, L9.'5 2, electri­
city duty is lev iable on energy sold to a consumer at 
r ates notifi ed by the Stale Government from time to 
tim e. The Act furth er provides tha t for the purpose 
of cakulation oE electricity duty, energy. suppl ied free 
of charge or at concessional rate to certai n categor ies 
of consumers b y a licensee or the Board , shall be deem­
ed to be e nergy sold at the rates applicable to other 
consumers of same category. I n Septem her 1984, 
Government clarifi ed that in respect of energy suppl ied 
a t concessional rate to the Mi litary Officers by the 
appointed authorities (Defence d epartment) as well, 
the rate charged for energy consumed would be deemed 
to be the fu ll rate applicable to other consumers of 
the same category even though the difference between 
the ordinary rate and the concessional rate was being 
borne by the Defence departm ent . 

At M eerut, two appointed authorities v,rere su pply­
ing energy fr·ee of charge to certa in categor ies of de­
fence personnel at the prescribed scale for domesti c 
u se. No electri city duty was, hov;ever. levied on such 
consumption of energy. The rate of electricity duty 
a ppli cable to supplies made for domest ic purposes was 
4 paise per uni t (effective from l st O ctober I 984). 
The approximate annual consumption of energ-y sup­
plied free of charge to defence personnel at Meerut 
during 1985 worked out to 27 .34 lakh unit and elec­
tricity du ty not levied for one year alone amounted to 
R s. I . J 0 lakhs. • 

. On ~he omission being pointed out (Janua.rv 1986) 
~n audi t. the Chief Electrical I n pector, Utta r Pradesh • 
issued (Augu st J 986~ a circular to all the 'appointeil 
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a uthori Lics' of the Dcf ence department to real ise elec­
tricity flut y i11 r espect of en ergy suppli ed fr~e of 
charge, al Lhe rate appl icable to ordi nary con sumers. 
The a moun t of electricity duty to be lev iec1 and collect­
ed for the period prior to 1985 was yet (January 
1987) to be assessed by the department. Further 
report is awaited (March 1987). 

The matter was reported to GoYernm ent in August 
1986; their reply is awaited (M:uch 1987). 

7.8. Short levy of elecfricit y duty on energy consumed 
for industrial purposes or motive power 

Under th e U. P. E lectricity (Du ly) Act, 1952 and 
the Rules made thereunder, r ead with the State 
Government notification dated J st August 1985, 
electricity duty is pp.yable at the rate of 6 paise per 
unit on the energy consumed for industTi al or motive 
power purposes where t he conlractecl load in t he pre. 
mises of a consumer is more tha n 75 KvV or I 00 BHP 
and -! paise per n11it where the contractrcl loacl h 
equal Lo or below these limit . 

At Gorakhpur. the contracted load in the premises 
of a consumer was more than 7.? KvV and he con~ 
sumed 548.1 2 lakh unit for ind ustrial purposes during­
the months of August 1985 ::ind September 198:). But 
duty was reali sed at the rate of l paise per unit only, 
instead of at G pa i e per unit. resulting in duty being 
levied short by R ·. 10.96 lak hs. 

On this beit1g pointed o ut in audit (Decemb er 1985), 
the department stated (August 1986) that the •en tire 
amount of R s. 10.96 lakhs had b een reali sed in June 
l 986. 

T!1r rnttter ·was reported to Governmen t in D ecem­
ber 1985; their reply is awa i L·ed (March 1987) . 
• 

• 
• 
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7.9. Short levy of electricity duty on energy consumed 
for purposes other than industrial or motive power 

Under the U. P. Electricity (Duty! Act, 19.12 and 

the Rules mad e thereunder. electricity duty is levied 

and paid to the Stale GoYernment on sale of energy 

to a consumer b y a li censee or appoin t·ed authority, 

based on the rate charged for the energy su pplied . 

With effect from l st October 1984 , the rates of duty 

(for purposes other than industrial or motive power ) 

were r ev ised as under : 

Ra te cha rged for energy supplied 

More than 24 paisc per unit but 
not exceeding 38 paisc per unit 

Above 38 paise per unit 

R ate of electricity duty 

8 paise per unit 

4 paisc per unit 

At NfeeruL, two appointed authoriti·es charged a nd 
paid electr icit y duty at the rates of 6 pa ise and ~ pa isc 
per unit, instead of al Ll1e rates of 8 paise and ·I pa~se 
per unit on e11ergy su ppl ied al 3~ paise a nd 50 pa1se 
per unit respectively during the pe riod from O ctober 
1984 to Augnst 1 ~1 8!'> . Simila rly at Gorakhpu r, the 
appointed author ity lev ied and paitl duty al 2 paise 
per unit , instead of 1 paise per unit. 0 11 the energy 
suppli ed at 60 paise per un it during the per iod from 
October 198 l Lo O ctober I 985. Thu , due to non­
application of the revised rates. there was short charge 
of electr ic iL · duty amounting to R s. (i:),-153 for ,·ario us 
periods fal ling between O ctober 1981 and O ctober 
1985. 

• • 
The matter \\'a5 re por ted to the depa rtrne.-it and 

Government between October 198:> and June 1986: 
their r eplies ar e awaited (March 1987). • 

• 
• 
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8.1. General 

CHAPTER 8 

FOREST DEPARTMENT 

FOREST RECEI PTS 

As on 3 lst March 1985, about 17.40 per cent (0.5 1 
lakh square kilometres) of the total area oE the State 
(2.94 Jakh square kilometres) oE Uuar Pradesh was 
under forests. The break-up oE forest area under 
various authorities was as follows: -

I. Area under the control of forest 
department 

2. Arca not under the control of the 
f orcst department 
(i) Arca w1der the civil soyam 

forests 
(ii) Area under Panchayat forests 

(iii) A-ea under Private forests 
(iv) Area under Municipal, Canton-

ment and other forests 

Total .. 

Forest area 
(Square kms.) 

40,689.53 

8,013.63 

2,368.00 

158.88 

38.84 

51,268.88 

(Source ; Information furnished by the department) 

Percentage of 
total geo· 
graphical area 

13.81 

2.72 

0.81 

0.05 

0.01 

17.40 

No 1b- Figurcs for the yea r 1985-86 were not available with the depart· 
mcnt. 

8.2. Trend of forest r eceipts 

The forest revenue is derived ma inly from sale of 
major ~ncl mirior forest produce. The major forest 
prnduce' includes timber and fuel, while minor forest 
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produce ihcludes resin, tendn leaves. katha, grass, barn.­
Loo,· boulder, bajri, stones, etc. 

Figures of outurn and v<i lue of major forest pro­
duce (timber) are given below : -

Yea r 

1983·84 

1984·85 

1985·86 

Outturn 

(In lakh cubic metre) 

4.48 

4.45 

N. A. 

(Tn 

Va lue 

lakh~ of rupees) 

40,35.68 

43,00.00 

N. A, 

NOTE- The figures for 1984-85 were stated to be provisional by the depart­
ment and the figures for 1985-86 are not availablo. 

8.3. Results of Audit 

Test check of the divisional records, conclucLed in 
audit during 198.?-86, revea led irregulariti es involving 
revenue of Rs. 12.19.35 lakhs in 159 cases, which 
l)road ly fall under the following categories: -

Number Amount 
of (Tn lakhs 

cases of rupees) 

I. Non-levy / short levy of penalties 12 51.49 

2. Trregularitfes in ' extraction of resin I I 67.39 

3. Irregulari ties in collection and 3 85.04 
disposal of tendu leaves 

4 . Incorrect fixat ion of royalty 19 3,24.26 

5. Loss of revenue due to non- 19 14.83 
registration of saw mills 

6. Loss of revenue due to non-levy 15 24.09 
of stamp duty 

7. Miscellaneous 80 6,52.25 

Tota l .. 159 12,19.35 
• 

• A few interesting cases are mentioned in the succted-
_ing paragraphs . • 

• 
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bamboo (~ 

8.4. 1 . Tri troch1 ct ion 

8.4. Exploitation of 

Bamboo, a fast growing specie, ava ilable in Uttar 
Pradesh as n a tur:i l and pbnted forests, abouncls in 
Shiva lik (Dchraclun and B i jnor) and Vindh yam 
(Mirzapur) h ill pl<Heau .. <lnd cov,ered 11 per cent (4.47 
hkh h ecta res) of total fore t a rea (40.G9 lakh h ectares) 
of the St.ate. 

8.4 .2. Plantation 

The pl<l n ta t ion o f bamboo was first taken up 111 

this State in the thircl five ye;i r phn (1% 1-GG) mainly 

in Southern Circle, as a centrally sponsored scheme, 

and t h c rca h er under State plan sch e m es till 1978 for 
p lanl :-i ti on of 'Fasl gTowin~· species' t·o mee t th e in crea5 

ing dema11d of raw materials Eor paper and rayon 

indmtrie · . No major plantation programm e 'Was 

taken lip after l 978-79 . As regards n a tura l bamho0 

areas. th ese were of inferior qual ity a11cl fa st <lw ind ling 

on account of failure to enforce control over bamboo 

exl ract ion and exces~ ive biotic pressure . 

A Lest check ('!\fay and .June 1986) of record of all 

the fi ve div isions o f Sou1hern Circle and informat ion 

supplied (September ann October l 9861 by Jhansi, 

Ba nda and L:rnsdmrne divi'i ions of th e department, 

·which account for 8() per cent o f the tota l production 

of ham boo in the State. r evealed the follmving : -

8.4 .~. "Tarf!. rfs •anrf ochiPvrments . ' 
T argets vis-a-\' is achievements. dur ing the period of 

• five year from 1980-8 1 to l 984-85, were as under : 
• 

• 



Yea r 

1980-81 

1981-82 

Total .. 

1982-83 

1983-84 

1984-85 

Grun<.l total .. 

( 125 ) 

A,rca marked for 
felling 

As per 
working 
plan. 

Area 
aclually 
marked 

A rca 
actual­
ly ex­
ploit­
cd 

(In hectares) 

2 ~ 4 

42,085 31.141 23.918 

62.2 19 38,258 24,901 

1,04,304 69,399 48,8 19 

59.754 36.876 2 1,889 

56.653 40,932 25,863 

65.086 47,880 36.203 

2,85.797 1,95 ,087 1,32,774 

Percentage Yield R evenue 
of shori- o f 
fall bam-

boo 
in in 
mark- actu-
iog al 
the exp Joi-
area tat ion 
for 
fell-
ing 

(Tn Jakh (I~ Jakhs 
numbers) of rupees) 

5 6 7 8 

2 6 23 80.02 28.38 

JS 36 9 1.81 41.41 

33 29 17 l.83 69.79 

~8 40 59.84 20.84 

26 36 82.94 23.80 

35 24 67.57 19.04 

33 33 382.18 133.47 

(i) Thus, an area of 90,710 h ectares (46, 1!17 h ecLares 
in SouLl1ern C ircle and 14,57:3 hectares in Lhree oLher 
div isions) was uot marked for felling in the years i n 
which iL was clue. showin g a sho rLfall of 33 per ce1 1t 
in the target area . \ Vh ile 'Deviation statements' for 
not following t he work ing plan in r espect of J 6,8 1 '.2 
h ectares (Obra and R enukoot) were also not subm iued 
for approval LO the Conservator, the approval for ~9,325 
heCLares (EasL, \\Test Mirzap u r and Va ran asi), for which 
d eviation stateme nts had been su bm itted, was awa ited 
(March L987). Shor tfall i11 na tural bam boo areas \Va~ 
attr ibuted to poor availab ility of commercially exploi­
table bamboos and th a t in respect of planted barn boo 
Lo fai lu re of plantation and exce~sivc grazing. The 
ConservaLor, Sou them C ircle, Al lahaJ:>ad, aLt r i butcd 
(November 1984) the massive fa il ure of plan tk tion to 
poor qua lity of bamboo seeds. The shortfall in 'the 
above five years was m ost striking in R enukool and • 

• 
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West Mirzapur Divisions where unmarked areas total­
led l p,75 1 and 20,248 hecLares, which was 86 per. cent 
and 45 per cent of Lhe total target area . 

(ii) The total shorLfall in Southern Circl~, of area 
acLUally "\vorked to area marked for felling· during the 
five years upto 1984-85 was 5 1 per cent ; the shortfall 
during 1980-8 1 and 1981-82 being 27 per cent and in 
1982-83 to 1984-85, 64 per cent. Shortfall in exploi­
tation for the period 1980 to 82 was mainly due to 
the following r easons :-

(1) In ·west. Mirzapur, 19 bamboo lots (3,4.51 
hectares) remained unworked due to 

(:1) Non-:1pproval of ;iuCLion of 9 lots (value R s. 1.04 
lakhs) by ConscrvaLOr of Forests within the prescribed 
period of 40 da ys and consequently the contractors 
bac.kccl ouL. 

(b) 5 IOLs (va lue R s. 0.69 lakh) kepl out of auction 
for a llotment to a Society which did noL ultimately take 
up Lhe ·work. 

(c) No bids were received for 5 loLs. 

(2) Sim ilarly, 3,950 hectares in East Mirzapur and 
Varanas i remained unworked due to non-receipt of 
bids . 

(iii) From the year l 982-83 onwards, the felling 
work of bamboo lots was entru red to U. P. Forest 
Corporation, and out of tota l shortfall (64 per cent in 
Soulhern Circle) during the period from 1982-83 to 
l 984-8.1), most affected divisions were West Mirzapur 
(77 per cent), R enukoot (J 00 per cent in l 982-83, 
1983-84 ~nd l 98;!-85) and Varanasi (94 per cent in 
198'.?-83 ;ind J 00 per cent in J 983-84 and 1984-85) . 
Beduse of gradual decline in the exploitation in 

•Southern Circle, the Joint Royalty Fixation Comrnictce 
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r epeatedly impressed upon U . P . Forest Corporation to 
~xploit all Lhe bamboo lots and _ do culwre work on 
them to save them from congestion . 

(i v) I t was also seen that sin~e U . P. Forest Corpo­
rat ion took over the felling work from the yectr 1982-
83, the outturn 0£ bamboo in Southern Circle fell from 
66.60 lakh numbers in 1981-82 to 26.88 lakh numbers 
i~ L 984-85 (the shortfall being 60 per cent) . 

8.4.4. Silvicultnre operations 

The working plan of all the divisions la id special 
stress on regular culture opera tion ancl management 
practices on scientific lines with a view (i) Lo remove 
older culms* in Lime before they become conge Led and 
dr ied up and (ii) to ensure availability of sufficient 
mature culms for r egular exploi tation . T his is carried 
out immediately after exploitation and consists of 
earth piling and. removal of congestion . 

Area of felling vis-a-vis cul ture operations done by 
U. P. Forest Corporation in Southern Circle cluring 
1982-83 Lo L 984-85 indica ted a shortfall of 57 per cent 
in culture operation as under :-

Year 

1982-83 

1983-84 

1984-85 

Felling done Cultme done 

7761 

4868 

6780 

19409 

On hectares) 

3905 

1659 

2810 

8374 

Shortfall in culture operations directly affects the 
fu tu re prod uction oE bamboo and consequently shor t­
fall in revenue. 

• Bamboos produce culms each year from rhizomes of t~e previ"us 
yea rs. The culms form into a clump. A clump is the smallest unit of 
management. 

• 
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Up to 1981-82, this work was done by the department 
itself. From l 982-83, the felling operation was en­
trusted Lo the U. P. Forest Corporation, who were 
also to carry out culture operation in bamboo clump 
and the cost was to be readjusted from the royalty 
payable (Minutes of Royalty Fixation Committee 
dated 2:3 -2-1983, 6-10-198:3 and 20-11-1984), but in 
case of default, no punmve measures were provided. 

• 

8. 1.5. Non-raising of de1nands 

According Lo sa le rules of the department, tbe 
demand for min9r forest produce should be rai~ed and 
rea lised from the contractor to whom lots are allotted 
for exploitation irrespec1i\e of the fact whether the~c 

arc worked or not. The position o( demands in res­
pect of lots allotted (in ·omhern Circle) to the U. P. 
Forest Corporat ion since 1082-8:3 was as under : -

Year 

1982-83 

1983-84 

1984-85 

Total demand 
to be raised 

No. or Sale 
lo ts value 

(Rs. in 
lakhs) 

12 1 43.81 

105 19.75 

83 14.50 

309 78.06 

Demands actually Demand not raised 
raised 

No. of Sale 
No. of Sale lots value 
lot. va lue (Rs. in 

(Rs. in lakbs) 
lnkhs) 

27 14.41 94 29.40 

29 13.00 76 6.75 

28 5.50 55 9.00 

84 32.9 1 225 45.15 

The demand raised was based on the Jots actually 

worked and not on the total lots allotted to the Cor­

poration . No efforts were made by the department 

LO get v ie renfc1in ing lot worked through other agen­

ci~s . 

• 
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H.1.6. Othn jwint.s of interest 
(i) Illicit felling mid 1111authorisr'd t'.~jJort of bamboo 

(a) In the course of LesL check. oE forest di,·isions, 
Obra (in .Juuc J 98~) and ~l::ly 1986), Varanasi ( in J\fay 
l~H)()) . Ea~ L J\(j17apur (in June 1986) and Lamdowne 
(in O ctober I 91::1.i ), it was noticed that U. P. Fore t 
Corpora tion. had illicitly felled bamboo_s valuing 
R s. 13.44 lakhs during Lhe period 1982-83 to 1985-86. 
fh e demands for reco,·ery of Lh e amount were raised 
be t ween A pr il J !J83 an cl May 198:), buL no r ecovery 
ktd b een made from th e Corporal ion so far (i\Iarch 
l 987). 

Jn respect of L:i.nsdo,,·ne f orest Division, Lhe Chief 
Conserva LOr of Forests (Hills) had held (February 
l !)85) the Corporation fully r esponsible for illic it 
Ce l ling u ( bamboo!> (\'a]uing R s. 9.55 lakhs) during the 
pei io<.l from October l 984 Lo May 1985. T he matter 
was ~ Lated Quly 1986) lo b e still nnder correspondence 
and i 10 action wa taken at G overnment level. 

(b) ln O bra Fore~t Di\·ision, fo ur bamboo lots of 
1983-8·:1 ,,·ere alloued to U. P . Forest Corporation for 
exploit:nio 11 bcn1·cen February 1983 and July 1984. 
l lli cit felling tool place but it was not reported by the 
R ange OfficC'r concerned. On a verbal complaint, an 
enquiry was inst irn tccl (July 1984 ). As per report 
( I 2th O ctober 1 9~4-), 9.19 lakh bamboos were exported 
b) the Corporat ion bn t as per R arvrmnas*, only 6.98 
lakh bamboo. had been shown as exported by t he Cor­
poration. Thus, 2.21 bkh bamboos va luing Rs. 0.92 
l~kh 1,·_c~c unauthori seclly exported by the Corpora-
11 011 . 1 he Range Officer and other officials con­
cernccl were pbced (O ctober 1984) under suspension 
hu l no ::tnion aga inst the U. P . Forest CorpDration 
\\'a ' [aken. T h ns. lhe \'Cry purpose of s\opping 

• 
" Ran•mma is a document which must accompanv forest produce in transit. 

13 A. G.- 9 
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irregular ities iu cxpJoitatio n of bamboo by entru t~ 
ing the work Lo th e Corpo ra tio n from 1~182-83 onwards 
has been ddea ted . Further devclopmenL is awaited 
(March I 98i). 

(ii) Unilat eral red11ctio11 of royalty by U. P. Forest 
C01pomlion 

Jt was d ecided (Februaq 198:1) b) R oyall) F ixa Li on 
Commit tee thaL for th e )Ca r !V82-83 roya lty at R s. 12.10 
p er score !>hu uld br reali. ed from th e U. P . ForesL Cor­
poratio n i 11 re -peel of bamboo lo ts of Kalagar b Forest 
Division . ccordingly, de rnancl for R s. 'll .92 lakhs 
was raised (March 1983), bu t t.h e Corp ora tion un i­
la terally reduced it. to R . 11 lak h and deposited t he 
same b et.n·een March 1 !183 and eprem ber 1983 . 

The D ivisional Fore~L Ofli.cer staled (Jun e L98 ~) 
Lhal the circumstan ces u nder w hich the demand was 
reduced b)' the Corp orat ion were not known a11d t li r 
matte r wa under d ispute . 

(i ii) lncorrf'cl fi\afio11 of royally 

For bamboo lots in Bunclclkhand C ircle, i t was 
d ecided br Roplty Fixatio n Com mi tLee (6th October 
1983) thal for the year 1D82-8~ . royalty hou]d be ftxed 
0 11 the bas is o f aver age royalt) p er h ecLare r ece iYed 
dur iJ1g the last three year . 

In Banda Fore t Di,risio n o f Bundelkhand Circle, 
J 5 lots (ar ea L 1,:3,1 J hectares) a11 d 21 lots (a rea lti.606 
h ectares) ' '°ere ma rked fo r fe lli11 g- in 1979-80 ancl J 981-
82 r espectively (no area was m arked during 1980-81 
due ~o drought). [ L was no t iced in audit (Janu ary 
J 986) that .~ Jot s (a rea <I .030 hectares) and 17 lo ts (a rea 
J ,287 • h ectare~) were sold fo r R s. 3.25 lakhs and 
ij.s. 10~45 lakhs respect i,-eJy in these years . ··wh ile 
.calculating the royal ty for l 982-83, the total m;-irk.ecl 
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areas in 1979-80 and 1981-82 were taken into account, 
in contravention of the above decision and royalty 
realisable in 1982-83 ·was worked out to Rs. 3.74 lakhs, 
whereas as per d ecision taken (6Lh October 1983) the 
real isable royalty actual ly worked out to Rs. 6.26 lakhs. 
Thu s, d ue to non-observance of instructions, Rs. 2.52 
lakhs ·were r ealised short. The Divisional Forest 
Officer stated (January 1986) thaL the matter was being 
scruLin ised . Further developrnen t is awaited (March' 
1987). 

The foregoing points were brought to the notice oE 
Government in July l086; their reply is awaited 
(Mar ch l 987) . 

8.5. Loss of revenue clue to inconect estimation of out­
turn 

Estimates <1 re prepared on the basis of outturn 
facLOrs pre::.cribed U unc 1 !:178) by the Additional Chief 
Consen a tor of Forests (Management ) and royalty reali­
sable from lT. P. Forest Corporation is fi xed on these 
e-;t imatcs. 

(a) In Duclhawa National Park (DNP), 6 Khair 
loLs, at a royalty of Rs. 1,211 per cubic metre, were 
allotted Lo the Corpora Lion for exploitation in 1982-83 . 
The di,·i!iion had estimated the outturn in these lots 
as 125.030 cubic metres of ·wood arid royalty of Rs. 1.51 
lakhs was fixed on Lhat basis. However, according to 
prescribed outturn factors, Lhe estimated outturn 
worked out to 271.3lt1 cubic metres for which royalty 
of Rs. 3.28 lakhs was realisable. Incorrect estimation 
of the ouuurn resulted in loss of revenue amounting 
to Rs. ·1. 77 lakhs. 

On the omission being pointed out in .audit (i}ugust 
1985), the Director, Dudhawa National Park prl>mised 
(August 1985) to raise a fresh demand . R eport oh 

• 
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raising o[ d emand and its reco,·erv <rn·aitecl (March 
l Y87) . 

(lJ) Simi lar ly, in Nort h Kltcri Divi:.io11 , Khair lob 
were a llotted lo the Corporc-1tin 11 for exploitatio n at I 
the rate o l' R ~ . l ,Oh ~ per tn bic metre i11 198 1-82 ~11 1 d 
Rs. I .. ff/ per cubi c met.re in I !182-83 and 1 98~-84 . 
The tota l o u tturn wa~ es1 imat<-d al 51 1 cubic m etres 
on the basis oE ,,·h ich roYalt> amounti ng- 10 R.,, (1.-1 0 
laklts ,,·as fi xrcl. l l owc\'er , according- to the prescribed 
ou tturn facto1::.. the es ti rnate<l 0 1tl1 ltrn worke<l out to 
1,2 15 cubic metre . l'hns. lower estimation of <htt-
lllrn rcsn ltc>tl in los:, of re,·cm1 c· amount ing lo R~. 8.37 
Jakhs. 

On thi) being poi n1 cd ou1 in audit (August 198.'1). 
the Di' i ional Forest Office r staled (.\ugust I 98!'l) Lh::tt 
rhe amoun t ,,·o tild be rea l i cd l'rom the Cor poral ion 
after com plct ion of records . R cpor t on recover; is 
;rwai 1ed (Mai ch 1987). 

· r he cases were repo1 ced to Gmernmen l in Fehrua ry 
I ~l8(). Governmen t tared (fcbruary l ~JSi) th at l he 
rccO\ er~ \\'O uld be dkcle<l from t lw Corpor:1tion . 

8.6. Short r ealization of royalty 

T he rates of roya lty for stone (boulders) . :,and a11d 
lime ~ tone were re' ised from Rs. 2. R~. '.2.:50 and 
Rs. 6.30 10 R s. L R . :L:JO :md Rs. 8.1 () per cub ic met. re 
rcspecti ,·ely by 1 he St arc Government ,,·ith effect from 
19th O ctob er l ~18~1 . 

Kum:lou \ 'i ka~ 1igam and Cola Sahka ri Sram Sam­
,·ida, H alclwan i, to whom leases for lots of stone bo uld­
ers, sand and lime tone ·were given in July I 080 for five 
yem~ . expor;:ed 8:-16,926 cubic met.res of minera ls (sto~ e 
boulaler<;: '.2.] 2.G40 cubic metres. sand : 6.32.~07 cubic 

• metres and lime ~to n e : 1.979 cubic metre~) from the 
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fo1 est a rea of Ea t Tarai Fetre:-il Di ' ision between 19th 
October 1984 (l llfl ~ 0th June 1985 . Th e al lo tment 
order s stipu lated th:l t the r oya lty r ate ftxed by the Gov­
ernment from t ime to Lime ·would h e app licab le lo the 
lessee . However. it was noticed (November 1985) 
tha t royal! \· a mo 11.n1ing· to R s. '.20. 18 lakh w:-is recovererl 
at pre-rev i ~ed ra trs. aga inst R-.. ~0.7 0 lakhs r ecoYerab le 
at revised rate-; appli cable during the sa icl per iod . The 
cl irfc rencc in roy::iltv (R<i. I 0.11 1 hkli s) was not dem anded 
till da te of :-i 11dit (November 1 98.~). 

Government . to whom the matter wa<; reported 1n 
Apri l 1086. stated (February 1987) that cl ue to la te 
rece ipt of order" by the depart menta l o ffi cer s. r ecovery 
of royall,- at cn h:lll cccl rate-; could not be _made from 
the cffecti\-e elate . Fur ther tkvelopm ent is awa i tr~ 
(March 1987) . 

8.7. Loss of revenue rl ue to nun-collection of sal seeds 

Contract::. for the rnllcclion of s11l .-,ceds in 7 fo1 e:-t 
di' is ion. [or I!) , 1. 10< '.2 an<l J 08 ~l crop years \\-ere 
:t \\a rclcd a t an a 11 n11al ro>alty of R s. 18.03 b kh-; to the 
l 1i 1.; I1 est l enrlercr.-, rn 1 tli c hasi :-. or tenders in'· i ted i 11 

l\f;1rd 1 1. 98 1 . Accord in g to 1.hc conrl iLions of :1~TCC'­
rnr 11 t. !10 per c:clll o f t·he 'annual l'O)alLy was pa yabJe 011 

15th April o r bcforC' ... 1art of the work and the remai n­
ing .G O per ce111 h; .~ 01h ·1unc or elate of export. 1rh ich­
C\'C' r was ca rl i er . 

lTpto the crop \ Car 108'.?. the conr ra(tors collected 
sfll scecb in 7 cli,· is i on ~ aft er paying the annual royal ly. 
For the crop yea r I 98g. a n Ap~x Committee h eacle<l hv 
th e Secretary. Forest n ep::trtrn cnt: decided (lune 1 98~) 
to :-i1_10 1 1he ·col lec tion of sal -;eecls to the · o. P. f orest 
Co rpora l io n (l T PFC) no t wi th ~ 1 a 11 cl i no· the fact that th<' 

• . 0 

cx1sl111g a~·ecn1c 11 t CO\'ered ] 983 crop season also. • 
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The ex1stmg contractors • of ·1 divisions deposited 
R s. 8.04 lakhs before 15th April 1983 towards first 
instalment of 1983 crop. The contracLOrs of tbe ~ 
remain ing 3 divisions did not deposit the first insLal-
ment. v\Tork order was not issued to any of the con-
tractors in view of the GovernmcnL's decision of June 
l982. 

The U. P. Forest Corporation was also not asked 10 

take up the work. O n a number of references made 
in April and May 1983 by th e Con. ervator of Forests. 
Utilisation Circle, the State Government clarified (12th 
May 1983) t"lrnt the contractors, who had not clefaullerl 
in payment of royalty, might be allowed to collect sal I 
seeds of 1983 crop. Accordingly, the contractors in 
4 divisions were asked (17th May 1983) to deposit the-
balance dues for 1983 crop year and start the ·work . 
But non e of them turned up to obtain the work order. 
No al ternative arrangement for collection of .sal seed-, 
was al'io made. Thus. hccrnse of t·he dcrisioll o[ the 
Apex Commillee. and unduly lo11g Lime taken in 
r evising- it', a net revenue of Rs. !>.68 lakh s (royalty: 
R s. 4.92 lakhs. late fee: R !i. 0.1 '.? la.kb and sales la'\. : 
R s. 0.6'1 lak h) was 1o5t a[l er adjusting Lhe fir. t instal ­
men t of R s. 8.04 lakhs :rnd secu r ity rlcposit of Rs. 5 .07 
Jakhs deposited by the previous contractor . Reco\'erv 
certificates for R s. !>.27 lakhs were i. surcl between 
August l !l83 ano December 1983 to realise the ~1mou11t 
from contractors but no rcrn\·crv ha~ been cff ectcd so 
far (December I 98G) . 

On this being pointed out in a udi t (betwee11 Augu~t 
1983 and Auiwst 1984). the Chief Conse1Tator of 
Forest.s ( Plam~ing) i1llimated C\fav 108.1) that ihc 
reason&for non-collection of snl seeds of 108:~ crop was 
th e delay in taking decision at Government level , 
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Government. to " ·hoin Lhc case wa<; 1 eporLecl in ~fay 
l 986, staled (February 19.87) Lhat the snl seeds which 
·were 1101 collec1ed would serve a a food to the wild 
life and also help in regeneration of forests. 

8.8. Loss of revenue due to non-observance of stand­
ing orders 

As p er stancling orders (January 1978) of the Chief 
Con ervalor of Forests, sale of lots of minor forest pro­
duce sho uld not be po q)oned even if the price offered 
i~ less than lhe esti mated value. 

(i) The recommendation for acceptance of the 
highest tender (Rs. 0.24 lakh ). a lt·hough less than the 
conr1de11ti;il estimate (R~. 0 . ~ 7 lak h). of a te11dn futtla 
unit was not accepl ecl by th e Conservator of Forests. 
Southern Circle, and rclendering- was clone b etween 
17th April 1982 ancl 5th May J 082 as per hi s orders. 
The highest· orTer recei' eel on retend.ering wa<; Rs. 0.1 ~ 
lakh. " Thi ch ·was. a]so noL accept.ell . The unit:. thm. 
remained un5old :111cl th<' Conscn·ator of Fore., ts clecid ecl 
(13th l\fav J 982) for depanmcntal collertion of lrn<lu 
lea\'CS . Accorcling·h -. ti 16.90:) standarcl bags of 1<'11d11 
lea\'eS ·were coll eclc<l al an expenditure of R s. 0.4 2 lakh 
ancl stored in a departmental goclown . 

The c:ollectecl le;n es ·were put lo a uction sen:'ra 1 
lime-; between 23rd Au~ll'\l 1982 and 11th NO\cmbc1 
108~ ancl th e bids received ranged b etween R s. 0.J.~ 

lakh and R s. 0.30 l::ikh. which were rejected. Despite a 
report (June 1082) of th e R ange Office r that the lea,·es 
were cletcrioral ing heing- expmcd to rains and bad 
~''ea th er. sal e "·a · erTeclecl only in January 1984 " ·h en 
1t fe tch ecl a sum of R . 0.08 lakh . Thus. due to non­
obscnance of !-.Lancling orders of C hief Conservator of 
Forests a11cl inordinate dcbY in clispos3J of d~part­
mentally collected leaves. GoYernment sufF<t·ed a 
net revenue l os~ of R s. 0 .. ~ 8 lakh. 

• 
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Governme11 1. 10 1d10m lhe c;1~c l\'<l" reported in juPe 
J98Cl,. :-.LaLecl (Fclnuar) 1~)87) lliat the bid.., \ffte 1cjcr.; 
c<l wi tli ;1 ,·ic\\· to get ting higher bid~ in f11t111t'. 

(ij ) Scve11 lot:, of gra:,::; a11d li~h iu NtHt h Corakhpu1· 
D ivi!)ion for I !184-85 season (c. cima1 ed price: P :.. I .:rn 
lakh!)) were put Lo auctio11 bcLwccn Augtt.'it I !)8 1 .ind 
O ctober 198·1. T he highest h i els for these Jots aggre­
gated Rs. O.:i3 Jakh . 'd1ich \rerc tWL ap prO\'Cd by the 
Consen·ator of Forests. Eastern Ci rcle on 1 he g round 
that the amonnt ·wa~ m uch brlow th e c.'> Li mated price 
of th e lots. H owever, the ·e lot:. 'rerc not pt 1 t Lo re­
auct ion ao cl remained unsold t ill Ll1e end of Lhe ,,·01 k­
ing season. Non-acceptance of the hi ghe~t h id.., for 
these lots, which was in con t ra,·ention of the qa11cli ll.J.: 
orders of Chief Conservator of Forests. resul1 ccl in Im, 
of revenue of R s. O .!'i ~ bkh . 

Go,·e rnment. 10 whom th e case was reponcd i11 ,\l ay 
1986, .;;ta Led (Febn1:1 ry ] 987) t ha l rL'~pon:-. ihi Ii l y i 11 the 
rnauer \\·a bei ng fixed . Funhcr report i" a,,·aitc,I 
(March l 987). 

8.9. Illicit felling of trees 

The felli ng of unmarked trees i11 re:-<.:1\cd .11 HI p10 
tectecl forests i.s a "forest olTcnce" ~ind ts p11ni ..,hab le 
u nder the T11dian Forc:.t Act. Acwrdinp; Lo Article 
273(C\ of rh c:> U. P. F orest T\fa11ual, the forcs1 guarcls .incl 
other ~ubordinaLc~ arc 1equ ircd to -;end the ··forC"<;i 
o ffen ce" 1·cpon 10 rhc R ange Offlrc1 \\· ithi n '..! I h:iu1··· 
of its occurrcnc.c. \\·h o. in I urn . i to Lran ~mi1 "ith in 
three days. a long wi th report n! act ion t ;1ke11 1 hereon . 
to the Divi& io11al Forest Officer. 

On the ba:,is of v<'rhal rnm pl:i i11t of' a vi ll a·~ er (J\l a\ 
198~), .th e Suh-Di\i iona l Olliccr. Ta ra i C:e111ra l Forl''i! 
Divisioo . H aldwani conducted ( ;\by 198:{ LO Tuh 
1 ~83) combin g- opera tion 111 Bclkhera an<1 Kha na 
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heat: of Ram pur R ange - .-h per corn bing 1 eport. 
5.087 trc:e:- (' ·alue R s. 2.18 lakh") of clilrcre11t di:1mctcr 
:111d :-.peciC's ' 'ere found Lo h;1vc becn ill ici tl y fell ed 
be t\\'ecn .J l1h I ~18'.? and :\fay _ 1 98~) . H11 t cases o f ill i 
cit fclli 11g· of 8S7 t ree-. onl y had been cnLered in t·h c 
forc'it olkuce register and in the 1 C' rna i11 i11g 1.'.?:10 ca~.: ~ 
(,·:iluc: R". I .:"i'.I lakh -,). no reports ha<l been lodg·ed 
bv the fore~I guard~ nor \1·a:-. anyt.l1i11 g- reported b' 1hc 
Ran ge Office r on hi s 01,·11 lo 1hc hig-hcr authoriti es . 
As a result-. 11 0 action could Ix ini ti a tcrl :1~ai 11 st th <-' 
offenclcn in these rnses, \\·hi ch led to l o~s of reHT1 11c of 
Rs. 1 .!)0 b khs . 

Oll this be ing pointed out in audi t (DeceJ11ber I !183). 
the Div isional F orest Officer stated that two forest 
guard s and forester had heen pb cecl 11lldc r smpension . 
Fnrther report is ;1wai ted ( \farch 1987) . 

CO\·e1 umc n l. to wh om the matl.cr wa'> reported in 
_ft111 c 198()_ stat eel (Fehrua1 y 19~7) I hat on tlH' basis of 
cle pa rtm c11Lal enquiry the ~ u spcndcd employee~ had 
been rei nstated. bu1 their incremenb had heeu stopped . 

8.10. Short recovery from .-i contractor 

Accc1d 111g to the U1tar P1adcf'>h re-ndu l'at.t<J (Vp par 
V i11 iyanian C:ha turth Sansodhan) Niy<J111.;n·ali. 197q 
and a~ pf'r stancbr<l ten ns of ag reement. <·ont r:ictors 
availin ::?, gudow11 fac il ity arc req u ired lo pa~ ~() per 
ceut of J>Hrcha5c p1·icc of tc11d11 lca'c" at the time or 
their c>..port From the forest area to godown!'. ;:rncl the 
Lalance i11 n n> cq 11al in stalmcnb 011 15 th June :i nd 
l.i th O uobc r o r ear lier at the time of remO\·a J or lrndu 
leaves fro m th e goclown . ln Gbe o f default. the left 
o m quanti ty in th e godowns " -ill bc . se iLed <\Ile! resold 
and lo ·s, if a nv. is t.o be made g·oo<l bv the Cl)ntractor. 
Sales ta x at th'e prescribed rate' is al~o recoverabl<! . 

• 
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In Obra ForesL Division, work. orders for collecLion 
of tenrlu leaves in 1982 season were issued to a con ­
tractor in J\fay 1982 at a cost of R s. J..28 lakhs for 
·which a bond was executed by him. The conLraclor 
depo ited R s. J .29 lakhs toward secur ity ancl Rs. 1.28 
l akh~ towarcl~ 30 per cent of pt trchase price for goclown 
facil itY. but he dicl nol depo it the ~ales tax oE R . 0.4 ~ 
Jakh , ·which was payable along with the purchase price. 
The contract.or furth er pa id R s. 0.50 bkh in Septem­
ber 1982 ancl h r wa~ allowed to remoYe 1,ti OO hags up 
tCI Sep tern ber 1982, o ut of 1.100 hags to red i 11 I he 
godowns. without rea li sing· tbc full amount of flrst 
instalment (Rs. 1.!50 lakh .) which fe ll due on L'Jth 
June . As the con tractor failed 10 remo\e the remain­
ing 2,600 bags by Decem ber 1982. these were put to 
auct ion in J anu:irv. Februar y a11 d ~ l a~ 1983, but there 
were no bidder:.. 111 t11e mean t ime. 100 hags becam e 
unfi t for use :incl '\1·c re eventuall y '\1Tillen off from the 
stock. 1 nstead of putting the balance q uantit) 
(2,f>OO bags) to auct ion aga in. and contrary to the 
pro\·1 1011 of the agreement , the Di,· i~ional Fores! 
Officer is!>ued (June l 98En recovery cert ifi ca te for 
Rs. 1.86 lakh!> (~a le price: R~ . 1 .~0 lakhs. sale t:-ix: 
Rs. 0.43 lakh and late kc: R -,. 0.271 bkh). aftc1· adjust­
ing the security ckpmi t of Rs. 1.2~) l<ik hs. to the Dis­
trict Magi~tral e . The district· authoriti es :mcLio11 cd 
(December 1!18;{\ the leaves for Rs. 0.7 1 lakh . Thus, 
R s. 1.15 lakhs (Rs. 1.8G lak.h R s. 0.7 1 lakh) remai 11 ecl 
un rc:llisecl. whi< h wc1 e 1·cco,·erahlc From the co11-
traclo r . 

On thi -; be ing poi11tcd out in a11di1 (Ju lv 198 !) . the 
Di,·isiona l Forest Officer int.imatccl (~ fay 1 r18G) tha l 
rccovcn· of the balance a1nou11 1 had 1101 been made so 
far . Fun L1er rep(lrl is a~,·a ited (;\farch 1987). 

s 
Go 1eernment, 10 whom the case was reported in Feb-

n~a ry 1985, stated ( February 1087) that th(' clistrirt 

• 
• 



'( 139 ) 

author it ies had been req ue!)ted to e fl cct the recO\ ery 
ex pecl iti01i:.-ly ancl expla nat io n of the Divisional 
Fore t Of!lce1 a nd R ange Officer had been called for . 

8.11. Non-observance of rules for removal of forest 

produce 

A per the Mnnual o f Forest Department and the 
~ta ndan1 agreemenl, the contractors can take timber 
or other forest produce out o f th e forc~t. only if the 
sale price thereof has been depositecl in advan ce. The 
Div isional Fo rest Officer can ~top export o[ forest pro­
duce at any time if its Yalue exccefl s the :11nom1t cleposit­
ec1 b, the contractor. · 

Tn T a ra i \\'est Forest D iv ision. R an111agar. four 
for c:-.1 lot were ~old to contractors i 11 1981 -82 for 
R s. 1.69 lakhs. The con tr actor.., were allowed to 
remove th e entire material ag-a inst pa,mcnt of R s. 3.74 
la kh~ . Th us, a Sllm of R s. 0. 9.1 b kh was not got 
d c:>positccl in ach·ance llOr \\·as the c;a me rea li sed after · 
ward ~ . 

0 11 lh1~ uci11g poin ll'cl Olli in ;wdi t (Ou ober I !)8?1). 
the Di ' i~ i ona l Forest Officer ~l:1tcd (O nober 198£>) 
1hat the ::l<t ion i;rns in itiated to rcCO\·Cr the outstand­
in~· a111 01111 t :is arrears of 1and re' e1rnr ::incl ex plana tion 
o f' th e co11ccrnccl offi cials had been m l led for . Fur 
the r 1epor1 is :n rnited ( \farch l !l87). 

Gm crn rn c11 t. to w hom Lhe c::1~c \\·ns r cporte<l i11 i\fay 
IDS(i. ~LaLccl (Februarv 1987) that ;1iCt ion 'fltas be inn· 

l b 

taken to r1x responsi_hili!Y b nt th e amount h~d no~ vet 
h crn 1-cco,·c-recl desp ite 1 ss11e or recovery cert i ft ca t e . 

• 
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CHAPTER 9 

OTHER DEPART MEN l" AL RECEIPTS 

A-IRRlG AT ION OEPA RTl\fENT 

9 1. .f\e!-ults of Audit 

Test check of th e accoun b and records or th e Jrri­
gaLion D epartmcn.1, co11ducte<I in aud it during the year 
1985-86, revea le(l irregubriti c~ in\'olving- R s. 2.5.69 
lakhs i n -11 case~. which broadly fo ll u nder the 
fol lowing categories 

Number Amount 
of (l n l ~l.hs 

ca•e of rupe~,) 

I . 011-rc,1 Ii 'at1011 of ,tamp d111y 18 :::.O'.! 
~ Unautho ·i;,ed ll~C o f cana l W(l l l'l' 3 6.n 
3. Non-clairn ing o f hydl'I rehale .1 4.50 

4. M isutili>ation of clcpa n mc1ual '.! 1.76 
receipts 

5. Non-reco'·~ r) elf tent from cmp'oycc.., 0.44 
I). Other cai;.c, I 1 IO.'.:~ 

l o l ~I .. 41 .l ~ . t-'J 

A few irnponau t case~ a1 e rnen t io11ccl 111 1 be -.uccce­
di 11 g paragraphs. 

9.2. Non-realisation of stam p duty on conh'acts 

In terms o[ Government not ificat ioo 1::.sucd 011 I 1th 
January J !J82 (effective from ~ 0th .Jauuar) 1 !JS~) u11der 

the ln dian Stamp Act, 1 89~J. contracts , pro\'iding fo r 
dc1)osi1 o~ securit .. with Government for clue pcrfor-

~ ' 
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mancc thereof, became chargeable wilh stamp duty al 
1he ra 1e of R ·. 85 or Rs. 42.!50 per thousand rupees 
::iccordi11g ai> 1he s~cur i ty clepnsit was .iu the form of 
ca~h or fixed clepo-;i t. 

Jn seventeen Irrigation Divisions (which were not 
~rware of the ~aid noti fi cation), tamp clnty was not 
levied in respect of ;;, l7 l contracts (executed bet"·een 
April 19~2 a11cl January l 986) providing for deposit of 
!>ecurit) in 1he form oE cash (Rs. !)9. 3<1 lakhs) a1 1cl fixed 
depmit receipts (R~. 19.9 '.) lakhs). The omission 
resuh('cl in .,tamp dutv amounting lo Rs. ,).96 bkhs 
not being realised . 

T he mat.Ler was reporled to the deparlment and 
Government bet ween August 1984 and f arrh 1986 ; 
·I heir replic., are awaited (March 101 7). 

!).3. Non-revision o( rates/uon-renlis aiiou o( water 
chat·ges 

The Irrigation Deparlmem ent<"rccl into an agi-ee­
ment (in 19!1 '.'\) wirh the i\Iunicipal Board, .Mahoba for 
bulk .-,upply of waler for non-irrigation purposes from 
1hc \bcb11 Sagar T~11k. A~ per the agreemen1-, the 
Board was allowed to pnmp 15 million cubic feet of 
water in a year from thi · tank and the cost of ·water 
supplied to it was recoverabJc a t the rate oE Rs. 3.7.11 per 
.:),000 cft. of water. subject to revision oE the rate by 
Governm ent eithe1· on r eceipt of the recommendations 
of th e Irrigation Rates Committee or otherwise. T h e 
Board lifted water upto 31st March 1972 and paid 
water charges at the agreed rate. From 1st April l 972, 
the work ,,·as t::ikcn over by th e Jal N igam. Jhansi on 
the same term~ and conditions as . applical)lc to the 
M unicipa1 Board. Mahoba bnt without e~ferinp in10 
a fresh agreement \\·ith the I rrigation Depanment . 

• 
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(a) I t was noticed (O cwbcr l983) that Lhe water 
charges had n oL been re, ·ised even tho ugh 20 years had 
elapsed ~ince the execut ion o[ the agTec menL in 1963. 
As agaiu ·L Lh e rate of Rs. j.75 per 5,000 cft. of 'rnter 
cha rged from the J a l N igam, Jhans i, thaL charged from 
Lh e Northern R ailway fo r bulk supply of ,...,ater siuce 
October 1972 wa~ Rs. 10 per 5,000 cft. of water. 
H acl the rate charged from Nonhern Railway been 
adopted i11 the case of J al N igam, Jhan ·i , the Ir rigation 
Depanmcn t ·would h ;we reali ed a n additional r evenue 
of R s. J. ~0 lakhs for the supply of ll 9.25 m illion cft. 
of water during the p eriod l!l77-78 to June J 983 alone. 
The non-revision of rates ha r e ul ted in recurring 
loss of re\·enue to Governmen t. 

(b) T he Irrigation Departmen t ha been making 
bulk supply o f water from l L Aprjl 1979 . to the 
J a l Nigam, U. P ., for non-irrigation purpo~es from the 
l3ela Sagar Tan k wi thout entering imo a11y agreemenL 
with them. A d ra ft agreement contain ing ter m!> a1 td 
conditions similar Lo those of the ~fad<1 11 Sagar Tauk 
w::i.~ prepa red but could not be sigr1ed b} 1 he parl1rs. 
and the J a l Nigam ,,·a ~ al lowed to pump L) mi ll ion cft. 
of water in a year from this tank. T he N igam con! i­
nued lo pump wa.tcr from thi s tai1k ·wi thout payment 
of wa ter charges. \ '\Taler wpp1 ies from the tank lrnd 
neither been m etered nor had the demand fo r the 
payrnen t o[ , ,·aler charge fo r such sup pli es been raised 
hy Lhe Irrigation Depa.rtment since A pril 1979. This 
resulted in loss of re,·enue amounling to Rs. 13.70 
lakhs, computed 0 11 the basis o f t be pro posed annual 
supply o f J5 m ill io11 cft. of water during the period 
April l 979 to Seplemhcr 1983, at the rate of R s. 10 per 
5,000 cf1. of wate r (i.e .. the rate being charged from 
the 1\'ortl~ ern Rai lway). 

The ~1llo\'c cases were reporLecl lo the clepartmen t 
and · c overnme1i t between D ecember 1083 and July 
•1986; their replies are t ill awaited (March 1987) . 

• 
• 
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9.4. Loss due to non-raising of demands for cons­
truction of guls 

As per Government orders of July 1968, expencli-
1 u re incurred on construction of guls~' is r ecoverable 
from the beneficiaries. 11'or this purpose, a jamabandi 
(statement of demand) in respect of the works comple­
ted in the preceding ) ear is required to be prepared 
and sent by the Divisional Officer to the Tahsiklar 
coucernecl for effecti ng r ecover ies of the principal 
amoum (i.e. capital expenditure incurred on construc­
t ion of g-uls) together with interest rlue thereon. 

G 11l~ were constructed by the Chandra Prabha D ivi-
ion, Varanasi between Hl63-6t1 and 1978-79 at a t:ota] 

cost of R s. 15.26 lakh . As again t this amoun t, 
jamaurmdis for Rs. 5.33 lakhs only (principal Rs. 3.23 
lakh plus interest R s. 2.10 bkhs) were prepared and 
sent LO the Collecwrs, Varanasi, M irzapur and Gha7i­
pur as late as in J 98 1 and out oE th is. recovery of 
Rs. 8. 184 only ·was reported (October 1981) by Lhe 
Collector. Ghazipur and J\Iirzapur. No jamabanrli 
for the balance amount of R s. 12 . 0~ Jak.h s had been 
prepared even after a lapse of more than six yea rs oE 
the completion of the works. 

On this being po inted out in audit (between 
J an ua ry 1982 a nd February 198!5).. th e department 
stated (January 1987) that jamaba:ndis for a fur ther 
amonn t of R s. 1.2.5 lakhs (along with interest of 
Rs. i .2!) lakh s) in respect of Varanasi distr ict had been 
prepared during- 1985 :rncl J 9811 and that the ·work of 
pr epara tion of jamabnnclis for the bafance ai:tiount oE 

• 
• Guls are water courses constrncted for providing water from the ~al to 

the fields of cultivators 

• 
• 

• 

• 
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R~. LO.i8 lakh!. " ·oulcl be pos ible 0111) 
gazeLte 1101.ificat ion regarding closu re 
operati011. 

after issue of 
oE cliakbancl i 

• 

·1 he ca..,c wa~ reported LO ( ~o\·ernmcn t iu February 
I 98.); their reply is a wai Led (Ma rch J ~)8 7). 

9.5. Working of State tubewells 

(1) D elci)' i·" 1·(~ 1n01mL of 1nrc l1ll 11 irnl dej ects 111 Stale 
I 11 bnvf'lls 

According 1 o Lli.e dcparlmell tal orders, m echan ical 
defects in State LUbcwcUs arc to be scL right within 
a p eriod of 48 hours Lo 7 days. The orders a lso pro­
\ iclc for imposi ti on of penalties o n :-.L::iff for fai lure in 
remO\·ing the defects. 

Delay in tepair of tubcwells in 6 rnbewcl l and one 
l ifc irriga1 ion di \' i ~ ions d nrinµ; l ~178 ·7~) lo l !J 1-82, 
re!>11lting in loss of re\'enue of R s. ~.0 7 lakhs. was mcn-
1io 11 ed in paragraph !l.2 of the Auclit Report (Reve nue 
R ccc ipb )-CO\ernrnenl of U1tar Pr;:idcsli (or 1 ~182 -8;{ . 

II ,,·a;) further 1101 iced that i 11 l G i-o 20 t ubewell cfo·i­
!-. io11 s (i11dnclillg ~ of the di\ isiom 11H:' 111 ioncd above). 
~.~J H-1 to !I.!°> 18 tnl>e11•cll s remai ned closecl beyond Lh C' 

max irnrn n prescribed period o f 7 days becanse oE dela y 
in rcmo\'al of mechan ical defects. The detai ls 3re 
gwcn in the Labl e belo~1' : 

• 

Y~ar 

1 98~-ll~ 

L981-84 

198-4-85 

• 

. . • 

• 

umber o f tube· Number of Jubc-
well clivisionq wells rcm:iincd 

c lo,cd beyond 
7 days 

16 

::!O 

20 

2,984 

3,518 

3.229 

T otal . 9,731 

I 
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Out of the above, while 6,514 Lubewells ·were re­
paired beL·ween 8 and ~l days, 3,217 tubewells were 
repaired between 22 and 334 days of their closure. 

The delay in repairs of tubewells was attributed by 
the divisions to lack o ( transport, defects in a number 
of tubewells at one and the same time, . shortage of 
funds and spare parts. As to the shortage of funds, it 
was noticed that the divis ions spent more than the 
funds allotted, as shown in the table below 

Year 

1982-83 

1983-84 

1984-85 

Number of Amount Expenditure 
tubewell allotted incurred 
divisions on main­

tenance and 
repairs 

Excess 
expenditure 

( In lakhs of rupees) 

15 

19 
19 

181.56 

295.26 
464.ZO 

235.56 

340.32 

472.60 

54.00 

45.06 

8.40 

(Li) Jfrbale 11ot claimed for interruption in snpply of. 
electrical power 

ln paragraph Y.2 of the Audit Report (Revenue 
Receipts) l 98~-84, non-claiming of rebate of R s. 5.00 
hkhs by I 0 tubewell divisions for intenupt10n of elec­
trical power for 30 days or more consecutively during 
the years 1 ~lH-75 to 1982-83 was mentioned. 

IL was further noticed that in 14 tubewell divisions 
(including one of the divisions mentioned above), re­
bate of Rs. 16.03 lakhs for interruption of electrical 
power fo r 30 days or more consecutively during 
1982-83 to 1984-85 was not adjusted or recovered by 
the divisions from the State Electricity Board. 

• • 
• Jn another tubewell di vision (Lakhimpur Kheri),• a 

sum of R s. 1.67 lakhs hacl a1so not· been adjusted or • 
recovered for the period October 1983 to April 1985 • 
13 A.G.-10 • 
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on account of interruptions for 30 days or more con­
secutively. 

The divisions stated (between July 1985 and March 
1986) that action for recovery or adjustment of rebate 
was being taken. 

(iii) Incorrect recording of water supplied by Stale 
tubewells 

Loss of revenue of R s. 1.17 lakhs during 1975-76 to 
1981-82 in 14 tubewell divisions due to incorrect 
recording of discharge of water was mentioned in 
paragraph 9.2 (iii) of the Audit Report (Revenue Re­
ceipts)-Government of Uttar Pradesh for 1984-85. 

It was further noticed that in 5 tubewell divisions 
water supplied from 140 State tubewells was recorded 
short by 1437 .7 1 lakh gallons during 1982-83 to 
l 91:!4-85, resulting in short assessment and short 
raising of demand amounting to Rs. 0.31 lakh. 

·n1e di visions stated (between July 1985 and March 
1986) that action would be taken after investigation 
of the matter. 

(iv) Demand and collectiou of revenue for water sufJ1J­
lied front State tubewells 

Against the supply of water for irrigation, a d emand 
statement (Jamabandi) for each fasfi is sent by each 
division to the Collector for realisation of revenue 
from the cultivators. The Collector is required to 
acknowledge the demand statement sent and intimate 
position oE recovery and balance through the tauzi 
statement each month. The amount realised and 
ckpositt!d by tlte revenue authorities is to be verified 
wi 1.h the treasury records . 

• .. I 
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1he records of 28 divi:,ions did not indicate 
wheLher Lhe revenue realised and deposited by revenue 
authoriu.es during the penod from April 1983 to 
March l!:.186 had been veniied with the treasury re­
cords. lL was also seen that there was lack of co­
ordination between Lhe tubewell di visions and the 
revenue authorities regacding acknowledgement of 
demand statements and reportmg of recovery, as will 
be seen from the cases given below : 

( l) Sixteen tubewell divisions sent demands totalling 
Rs. 876.93 lakhs during 1981-82 to 1984-85 for which 
tauzi statements had not been received from the 
revenue authorities up Lo .March 1986. The divi­
s10ns were not a·ware about the progress of their 
recovery. 

(2) ln 8 tubewell divisions, against the demands of 
Rs. 33Ull lal-.hs sent during 1977-78 Lo 1985-86, the 
demands shown in lauzi statements were for Rs. 92.12 
lakhs only. The details or reasons for less/ short 
acJmowledgement of demands for Rs. 239. 79 lak.hs were 
not available. 

(3) Jn ·1 1 ubewell divisions, the tauzi statements 
sent by the revenue authorities during 1981-82 to 
1985-8G showed a difference of Rs. 122.25 lakhs in the 
opening and closing balances, the reasons for which 
were not available. 

lu the absence of lauzi statements and reasons for 
differences in demands sent by the divisions and ack­
nowledged by the Collectors, positioA of :Pevenue 
raised, recovered and balance was not knowt1 . T h e 
~ivisions slated (March 1986) that the revenue authori- • 
l1es _had not sent the requisite information despite . 
remmders. 
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(v) Shortfall in 'partal' 

Partal (Yerification of site) of the area irrigated b) 
State tube·wells is made to ascertain correctness oE 
revenue records and revenue assessed on cultivators. 
The area of /Jartal for each level of officer/ official is 
fixed each year. In 12 tubewell divisions, iL was 
noticed that jJartal of the area fixed during I 981-82 to 
1981-85 was not carried out fully by Ziledars and 
.Junior Engineers. As will be seen from the table 
below, shortfall in /wrtal in respect of Zilcdars ranged 
from (l.I;~ bkh acres to 0.;{J lakh acres duri11g 1981-8~ 
to I !l8 l-8:), "Iii le in the case of Junior Engineers it 
·was 0.0~ lakh acres to 0.08 lakh acres clnring the same 
period. 

Year 

( I ) 

Num- Partal 
bcr of to be 
divi- done 
sions by 

(2) 

Zile­
dars 

(3) 

Sho1 t· Par/al Pnrtal Partnl 
actu­
ally 
done 

foll to be actu-
done ally 
by dOlll' 
Junior 
Engi-
neers 

(4) (5) (6) (7) 

(In acres) 

Short· 
fall 

(8) 

1981-82 12 32,000 19,141 12,859 6,100 3,709 2,391 

1982-83 12 48,787 29,351 19,436 7.350 3,850 3,500 

1983-84 12 1,25,000 75,134 49,866 12,875 7,926 4,949 

1984-85 12 82,118 50,688 31,430 17,300 8,949 8,351 

Five wbcwcll divisions stated (between July 1985 
and l\Iarch l V86) Lhat shortfal in partal was due to 
frcqucut Lransfcr of officials; the remaming divisions 
gave 110 reason for short.fall in partal. The divisions 
did uot state as to how, in Lhe absence of required 
parlal, coirectncss of records and revenue realised/ 
realisable ''as ascertained. 

• 

The above cases were reported to the department 
and Gm"crnmc11 t bet"een April 1985 and June JD86; 
thci.i· rcp1ics arc awaited (March 1987) . 

• 
• 

,,. 
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B-PUBLIC \\TORKS DEPARTMENT 

9.6. Results of Audit 

Test check o f the accoun ts anrl records of the 
Public ·w orks Divisiom. condncterl in ;rndit <lnring 
the '<'<tr 108.IJ 8G. r evealed irrcg11brit ics invol ving 
R s. 10.% bkhs in 14 cases, which b roa<lly fall under 
the fo llowing ca teg-or ic<; : 

Number 
of 

cases 

I. N on-rea li<:ation of stamp duty 19 
on agrecment• / work orders 

2. Sale of tender forms a t pre- I 0 
revised rates 

3. Non-realisation of rent of field hostel 

4. Non-realisation of toll 

5. Other cases 13 

Total . . 44 

Amount 
(In lakhs 

of rupees) 

14.14 

1.15 

0.65 

0.10 
3.32 

19.36 

A fe w important cases arc mentioned rn the succee­
ding paragraphs. 

9. 7. Outstanding demands of rent 

R cnr of Go\'ern ment res idential buildings a llot ted 
to employees of rliffe rent d epartmen ts is r eali sed 
through pay bills o n the basis of <lem ands received 
from the divisions maintaining the bu ildings . After 
e ffecting r ecovery. · the clrawing and di sbursing 
officer sends a statement to the m ai n ten ance d ivision 
which rcc(•r<ls th e particubrs of r ecovery in a ledger . 

I t was -;een from th e records o f the fain tenan ce 
DiYision 1. P .v\T.D .. Lucknow tha t at• the ~ncl of 
Ti'chrinp· 1 0R~ . r en t :imountin'!; l o R o:. '.?.ti .ft~ l;:i l;h s 
(authori-;ecl occupants : Rs. 17.97 la kh!> and nna n tho 
Ti sed occupan ts : R s. 7.86 lakh s) had r emained • 

• 

• • 

• 
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unreal ised from th e occu pants of Government res1-
d ential bui ldi ngs. The earlie5t year to which the 
arrears pertained was 1967-68. 

On th is b eing pointed out in audi t (February 1986). 
the D ivision stated (February 1986) that th e 
lists of ou tstand ings in re pect of persons 
whose wh ereabouts wer e known to th e Division 
had h een sent to the d epartments con cern en for reali­
sa tion. Tn the case of those occupants whose addresses 
were not available with the Division, the li sts of die 
arrear s were reporten to have b een fonva rded to 
Government for legal action etc. 

The matter was reported to the cl epartment and 
Governm en t in January l 984 and Tanuarv 198t) 
r espectively; their r eplies are awaited (March 1987). 

9.8. Non-accept ance of the highest bid for toll 
collection 

As per orcl ers of the State Government is ued rn 
J anuary 1980 and April 1980, the contracts For toll 
collections at the barriers of fm cca bricl~·es arc to be 
awarded by public au ction for a period ra nging from 
on e to five years . 

T wo n ewly constructed bridg-es, v iz., Lapri and 
Karma, under the ch arge of T emporarv Division 
T. P .W .D .. Allahabacl. were opened to traffi c in Mav 
1982 (one on 2nd Mav 1982 and the other 0 11 !l t h \fay 
1982). The D ivision ' d id not take ncl"ancc act i o1 1 for 
au ction of toll collections on these hrichrcs " ·ith the 
r esult that ini ti<11lv th e toll collcctiom hacl to he made 
Cl epar tmenla1Iv in violation of the GO\ ern rncnt orders 
"i btd ·whir~ conte!1l p1ate<l collection by public auction. 
The aurti~m For to11 collections wen' held on 1 ?>th 
May i 982 ; the hi,g·hest b ids of R s. 4 8.000 (Lapri 
l1ridge) and Rs. J, 11,000 (Karma bridge) were received • 

• 

• 



151 ) 

for five years but ·were not accepted by the depart­
ment as these were considered low. In the second 
auction heJd on 10th October 1982, the highest bids 
of Rs. 80,000 and Rs. 4,01 .000 respectively were recei­
ved for five years but again these were not accepted 
on the ground that the bids were not competitive. 
The Commiss ioner ordered on 16th Fehrnary 198~ for 
a fresh anrtion for a period of one year which w::is held 
on 2!)1h J\pril 1983, but this time no bidder participa­
ted. The Division continued to collect the rnll de­
p::irtmentallv till 17th October 1984 a11d 31st Aug-ust 
1984 on Lapri and Karma bridges respectively. 
The work of toll collection on the two hrid1res was 
ultimatclv handed over to the contractors from 18th 
October 1984 and 1st September 1081 for a period of 
one year on payment of Rs. 1,000 and Rs. 75,300 
respectively on the basis of auction organised by the 
department. Comparing- the bid amounts of 
Rs. 96.200 per annum for the t•rn bridges offered in 
the second auction held on 10th October 1982 with 
th e averag-e annual collection (Rs. 38,939) by the de­
partment for the two bridg-es in two years (1st October 
1082 to l 5t September 19841. Government suffered. a 
loss of revenue. in toll collection. amounting to Rs. 
1 .1.? lakhs. The bids accepted for one year from 
September/ October 1984 also fell short (by Rs. 16,900) 
of the bids received in October 1982. 

The matter was reported to the department and 
Government in June 198..J. and again m April 198!5; 
their replies are awaited (March 1987) . 

9.9. Non-realisation of toll • 

As per condition in the lease agreement. a lessee, • 
for the collection of toll on bridges, 1s required to• 

• 

• • 



( 152 

clcl)mit. in advance, first imlalmrnl of annual toll 
hcfnr<' taking; ch1r~e of the hricl~c ::ind s11h.,rque11t 
ins1alrncnt s arc JXlYahle on first of each month. 

Tn Provincial Division. P. '\\T D. Khcri. le1sc>s for 
cnll<'ct ion nf toll in respect of thr<'e harri<'n wf're 

gfrcn lo tl1r<'<' conlr:-t('fors on 9'.?11<1 DccM1hn· FlRO, 

Vi1h F<'hruarv 1qR1 ancl llith T\hrch Jfl8J r<'spect iw-lv. 

Tho11rrh the contractors started rlcpo'iilinrr the monthlv 

inc:t:ilmc nl<; 1\·ith effect From l st T1m1an· 1 '181, l st M1rch 

19RJ and 1st i\pril l<l~l rcsnectiveh. fir~t ins11lrnrn1 sof 

hridu·<' toll ;unountirnr to Rs. 10.RO~ for the p<'rio<l 

99nrl Decrmh<'r 1 <lR() to ~ 1 c:t nect>111hcr 1 <lRO. 1 )th Feh· 

rn:in· tn 2~th F r hruan· l 081 1ncl 111th 1\farcl1 l <lRl lo 

~1st -:'\ r arch ]CIR 1 res.peel iYeh· 1\'Crr not real i c:cd from 
them 

On the om·c;~1on heing; pointrcl 011t 

(lannarv l 'lR!l). the Division st;ited f i\pril 
recovery of Rs 91!.ROR had hcen made 
conl1"1ctn1·s from their securitv dcpmitc;. 
of th<' hahncc ;imonnt of Rs. 17.r..10 is, 
;rn·:1itcd (March 1987). 

in 1uclit 
1 'iR'J) that 
from two 

Recovery 
howeYer. 

The nse was reporled to th e clcpn·t men I in 
Fehruarv 108~ ;in<l to Govern1rn 111 i11 f 1111e t <)~(): 
their renlic>-; arc awaited (March I llX7) · 

C-Foon '\ 1n CTVTL 5UPPLTES n:P \RT\'I 1T 

!UO. Results of Audit 

Test ch ck d ·. the ;icc-ountr; :ind rccnnh of rlie 
District ~1• pnh Offices. conduct eel in audit rlu1 ino 1 he 
year • J 98'l-8o, revealed irrc~ular;I ic., i11Ynlving 
• 

• 
• 

• • 
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R s. 12.4!5 lakhs in 32 cases, which broacllv fall under 
the followin g categori es : 

Number Amount 
of (Tn lakhs 

cases of rupees) 

I. Non-realisation of fee~ from co- 8 3.79 
operative societies for grant or 
renewa l of sugar licences 

2. on-realisation of increased 4 0.37 
cost of levy sugar 

3. Non-realisation of cost of rat ion 8 2.49 
cards 

4. Default by clot h dealers in 2 0.76 
renewal of licence~ 

5. Non-realisation of ~tamp duty 5 0.39 
on securities 

6. Other cases 5 4.65 

Tota l .. 32 12.45 

A few imporLanL cases arc mentioned 111 1 hf'" 
succeeding paragraphs. 

9.11. Non-realisation of 
co-operative societies 

sugar licence fee from 

.Under the Utt ar Pradesh Sugar an rl. Gur Dealers' 
Licensing- Order, 1%2. as amended in May 198 1, t he 
sugar dealers carr ·i11 g- on business of sugar excecclinJ; 
ten quintals at any one Lime are required to obtain 
a li cence from the 'D istrict ~fagistrnte of the <li!itrict 
concerned. ccorcling to a Go,.ernment order issued 
in May 197fi . the licence shall"bc val id for a period 
<'ncling 31st D ecember of the year in ·which it is 
issued and may be renewed for a per iod of one to 
three years at a time Fee for initial ~ssue of• li cence 
is Rs. ' 100 and for the renewal R s. -1-0 for a phiod. ol: 
one year. 

• 
• 

• • 

• 
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In ten District Supply Offices, 4,407 co-operative 

societies ·were allowed to function as dealers for 
di stribution of sugar during the years 1981 to 1985. 
But neither any licences were issued nor was any fee 
recovered from them . The non-issue of licences 
result ed in loss of · revenue in the shape of licence fee 
amounting to Rs. 1:.4 1 lakhs. 

The cases were reported to the department and 
Governm ent during the years 19R4-85 and 1985-86; 
their replies are awaited (March 1987). 

9.12. Non-renewal of licences 

Under the Uttar Pradesh Contro11ed Cotton Cloth and 
Yarn Dealers' Licensinl?," Order, J 957, ·every dealer is 
reauired to obtain a licence from the District Supply 
Officer before undertakin g· a wholesale or retail busi­
ness in controlled cotton cloth in Uttar Pradesh. 
The vearlv licence fee for ·wholesale business is 
R s. 30 and for retail business it is Rs. 8. The 
licence i ~ valid for a period of twelve months from 
1"11 e date of issue. On closure of the business. the 
licensee has to surrender his licence to the licensing 
officer for its cancellation within three months of 
the closure. Th e yearly renewal of a licence is 
reouired to be done one month before the expiry of 
the 1 icence peri0d on payment of the prescribed fee.. 
Tn cases ·where renewals are applied late. late f~ at 
the prescribed rates is also chargeable. 

Tn Four District Supply Offices (at Lakhimpur 
Kheri . Varanasi. Bareilly and Budaun). 2,075 cloth 
cie;i Jcrc; (wholesale and retail) were carrving on busi­
ness in controlled cotton cloth without rre tting: their 
licences r'enewed ' for various neriods fall ing between 
1971 .. 72 a

0

nd 1983-84. The department had also not 
~aken anv penal action un<ler the Control 
0.-der against the defaulters. The renewal fee and 

• • 

• 

1 
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late fee chargeable rn Lh ese cases worked out to 
Rs . 1.58 lakhs. 

The matter ·was re~)Orted to the department and 
Government between March 1984 an <l April 1985 
their replies arc awai ted ( 1arch 1987). 

9.13. Non-recovery of increased price of levy sugar 

Government raised rates of levy sugar ranging 
from lO to 40 p;:iise per kg. during the prriod from 
O ctober 1982 to December 198!1 for retail s<i le" 
through fair price shops. 

The closing slock of sugar with all fa ir price shop<; 
on the eve of announcement of r evised issu e rate i:va-; 
to be ascerta ined by the department and difference in 
value in respect thereof w<is to be d eposited by the 
dealers inlo the Government treasuries . 

Tn three Di tri ct Supplv Offices (Farrukhahaa . 
Mainour i and Banda\. it was noticed (Februar v 1986 
and March 198G) that a sum oE R s. 1.20 lakhs re­
oresenting difference in price of . uo-ar. due from 1l~e 
dealers '(Farrukh (lbad : Rs. 0.08 lakh . Mainpuri : 
Rs. 10.33 lakh an<l Banda : R s. 0.79 lakh) pertain ing 
lo the period O ctober 1982 Lo D ecember 1 98.~. h:id 
neilher been deposited b y th e dealers in the treasuries 
nor the 'department took any action to recover the 
same. 

The m atter wa reported to the 'depar tment in 

Ma rch. April and May 198'1 ancl to Government in 
September 1986 ; their replies are awa ited (March 
1987). 

D-AGRIC ULTUR E DEPART.!vfENT, 
9.14. Results of Audit • 

• 
T est ch eck of the accoun tc; and records of the , 

'Agr iculture D epartment, conducted in audit during • 
• 

• • 
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1985-86, revealed irregulariti es in volving R 'i. J. J .g?. 
lakhs in 35 cases, which broadly fa ll under the 
fo llowing categor ies : 

I. 

2. 

3. 

4. 

5. 

Non-rcali'll tion of 
renewal fee from 

licence fee/ 
fertilizer dealers 

Number 
of 

cases 

8 

Shortfall in production of fa rm 3 produce 

Sale of fert ilizers at pre-revised 
rates 7 

Non-realisation of sales tax on 
uncertified seeds 

Other cases 16 

Total • . 35 

Amount 
On lakhs 
of rupees) 

3.95 

3.54 

0.64 

0.15 

3.04 

11.32 

A few important cases are men t ioned in the suc­
ceedi ng paragra phs. 

9.15. Loss of revenue due to sale of fertilizer at pre­
r evised r ates 

v\Tith eff CCL from 20 th Sep tern ber 1984, th e sa l~ 
pr ice of Zink sul phaLe was r ev ised by Lhe Director of 
Agriculture from R s. 3,·176 per metric ton to 
R s. 6.300 p er m etr ic ton. 

In fo ur Distric t Agriettl t urc O ffi ces (Bast i, Saharan ­
J~U r , Ili jnor a nd Etawah ). sa les of zin k sulpha te (22 
m etri c tonnes) were made between Sep1·ember 198 1-
and Sep tember 1985 at the old price o f R s. 3,476 per 
me tr ic tcv1 , i n st~ad of a t the re vised sale price of 
Rs. 6.300- per met ri c ton. The sa le proceeds r ealised 
short amounted to· Rs. 58, 733 . 
• 

• 

• • 

• 
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On the m istake being pointed out in a udit (during 
J 984-85 a nd 1985-86), the District Agriculture 
Officers attribuLed, the sales of fertilizers (zinc 
sulphate) at the old price, to late receipt of the orders 
revising the sale price. 

The cases were reported to the department and 
Government between l\Iay 1985 and April 1986 ; 
their replies are awaited (March L 987). 

9.16. Shodfall in farm produce 

According to Lh e in structions issued (Marclt 19 7 i ) 
by the Director of Agriculture, before harvesLing d1e 
crops iu Government farms, an est imate of produc­
tion is r eq uired to be prepared on the basis ot actu;-i I 
crop cuuings in selected areas by a committee to be 
constituted by Lh e Regional Depul} D irector of 
Ag-riculture. As per norms fixed by th e Director 0f 
Agricultu re, variation between Lhe estirnaled ancl 
actual farm produce should not be more than ten per 
cenL, and an y loss in excess thereof is Tecoverablc 
from the Farm Superiutendenl. 

In two District Agriculture Offices, Orai and 
Bahraich, in rabi crops of 1982-83 and 1983-84, the 
variation between estimated and actual produce in 
six State owned farms was in excess of the permissible 
limit of ten per cent, which resulted in shortfall in 
r evenue Lo the extent of Rs. 1.08 lakhs. There was 
noth ing on record to show that an y action was taken 
against Lhe Farm Superintendents to recover Lhe loss. 

T he case was reported Lo the <lcJ)artmct\ t and 
GovcrnmenL in October 1 D85 and April 1986 •; their 
repli es ar c awaited (March 1987). 

• • 

• 
• 

• 
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E-PANCHAYATl RAJ DEPARTMENT 

9.17. Loss of revenue 

Under the Zila Parishad Rules, 1978 and Govern­
ment orders of July 1 97~, Lhe loanees receiving loans 
from Zila Parishads are required to execute agree­
menL deed on stamp paper and pay the prescribed 
stamp duty and reg1strauon fee. The assets acquired 
out of such loans are also required to be hypothe­
cated to Zila Parishads. 

A Lest check of the loan accoun ts of the Zila Pari­
shad, Basti for the years 1979-80 and 1980-81 showed 
that in 49 cases, where loans amounting to Rs. 15.32 
lakhs ha<l been gTanted, neither agreement deeds had 
been goL executed nor had the assets acquired by 
the loanees been got hypothecaLed in favour of the 
Zila Parishad. Non-execution of [be agreemenr 
deeds resulted in loss of revenue amounting to 
Rs. 1.07 lakhs by way of stamp duty and registration 
fee. Besides, due to non-hypothecation of assets in 
favour of the Zila Parishad, the loans remained 
unsecured. 

On this being pointed ou t in au<lit Qanuary 1986), 
the Zila Parishad staled (January 1986) Lhat r easons 
for the lapses would be enquired into. Further 
report is awaited (March 1987). 

T he matter was reported to GovernmenL 111 J uly 
1986; their reply is awaited (March 1987). 

F-CO-OPERATION DEPARTMENT 

9.18. Result of A mlit 

T est ~heck oi Lhe accounLs and records of the 
Co-~peration Department, conducted in audit during 

•the year 1985-86, r evealed ir.regularities involving 
• 

• • 

• 
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revenue of Rs. 4.71 lakhs in 27 cases, which broadly 
fall under the following categories : 

I. Non-realisation of arbitration fee 
2. Non-realisation of execution fee 
3. Non-deposit of collection cha rges 

into treasury 
4. Other cases 

Number 
of 

cases 

5 
3 
16 

3 

Total . • 27 

Amount 
( Ln lakhs 
of rupees) 

1.33 
0.56 
2.31 

0.51 

4.7 1 

A few important cases are mentioned in the suc­
ceeding paragraphs. 

9.19. Loss of revenue due to non-realisation of arbi­
tration fee 

As per Rule 358 of the Uttar Pradesh Co-operative 
Societies Rules, 1968, an application for arbitration 
of a dispute re lating to property or monetary claim is 
required to be accompanied by a fee (at the rate of 
one per cent of the value of Lhe property or the 
amount of the claim involved), if the value of Lb e 
property or the monetary claim exceeds Rs. 5,000 . 
This monetary limit was reduced to Rs. 2,500 by 
Government with effect from 17th November 1981. 

In four offices of the Assistant Registrars, Co-ope­
rative Societies (Allahabad, Budaun, Orai and Kheri), 
in 2,088 cases of disputes relating to property / mone­
tary claims filed between 1981-82 (after 16th Novem­
ber 1981) and 1985-86, arbitration fee was not levied 
though the amount of property/ claim involved in 
each case exceeded Rs. 2,500. This resulted rn loss 
of revenue amounting to Rs. 78,031. 

The cases wer~ reported to the d~partmc~1t and 
Government dunng 198-1:-85 and 1985-86 .; their 
replies are awaited (March 1987). 

• 
• 

• 
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9.20. Non-realisation of execution fee 

L nder the U llar Pradesh Co operative Societies 
ACL, 1%3 read with the ULLar Pradesh Co-operative 
~oc1etics Rules, 1968, the Registrar, Co-opera ti' e 
~oc1etie;, ma), on an application made by a society 
cllld on receipt of fee prescribed for the execution 
proceedings, issue a certificate for recovery of the 
amount due to the society. 

In three offices of the Assist.ml Registrars, Co-ope­
rative Societies (Ora1, ~aharanpur and Etah), 30,944 
certificates for rcCO\Cl") of dues amounting- 10 

Rs. ()~f>.8() bkhs were issued bet ,,·ccn l 98g 81 and 
I ~18.)-H(j 011 receipt of applications from wcieties 
w1thom realising the pre~cribcd kc for execution 
prncecclin~s. The cxccut1011 fee 11or realised amount­
ed to Rs. O.Si lakh. 

The matter was repot tccl to the cleparLment and 
Gm c1 nmrnt in October UJ8.i ancl April 1986; their 
replies arc a\\·aircd (:\fan h I <J87). 

Lucknow 

The t 7 NOV 1'811 

• • 

(U. N. ANANTHAN) 
Accountant General (Audit)-TL 

Uttar Pradesh 

Countcr-;igncd 

ryw DFLHI (T. N. Cl l1\ l URVEDI) 
.The Com7troller and Auditor General of India 
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