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I 

PRE FATORY REMARKS 

The Audit Report on R evenue Receipts of the Govern
ment of Uttar Pradesh for the year 1980-81 is presented 
in a separate volume as was done last year. The material 
in the Report has been arranged in the following order: 

UJ Chapter 1 deals with trends of revenue receipts 
classifying them broadly under tax revenue and non
tax revenue. The variations between Budget esti
mates and actuals in respect of principal heads of 
revenue, the position of arrears of revenue, etc., are 
also discussed in this chapter. 

(ii) Chapters 2 to 9 set out certain cases and points 
of interest which came to notice during the aud it of 
Sales Tax, State Excise, Taxes on Vehicles, Goods 
and Passengers, Tax on the Purchase of Sugarcane, 
Stamp Duties and Registration Fees, Land Revenue, 
E lectricity Duty and Non-Tax Receipts. 

2. The cases mentioned in this R eport are those which 
came to notice in the cou rse of test aud it. The points 
brought out in this Report are not intended to convey any 
genera l reflection on the financia l admin istration of the 
departments / authorities concerned . 

iii ) 
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CHAPTER I 

GENERAL 

1.1. Trend of Revenue Receipts 
The total revenue receipts of the Government of Uttar 

Pradesh for the year 1980-81 were Rs. 18,98.73 crores against 
the anticipated receipts of Rs. 16,22.34 crores. The total 
receipts during the year registered an increase of 39 per cent 
over those in 1978-79 (Rs. 13,6 1.81 crores) and 13 per cent 
over those in 1979-80 (Rs. 16,84.47 crores). Of the total 
receipts of Rs. 18,98.73 crores, revenue raised by the State 
Government amounted to Rs. 8,88. I 0 crores of which 
Rs. 6,45.14 crores represented tax revenue and the balance 
Rs. 2,42.96 crores, non-tax revenue. Receipts from the 
Government of India amounted to Rs. 10.10.63 crores. 
1.2. Analysis of Revenue Receipts 

(a) General analysis 

An analysis of revenue receipts during the year 1980-8 l 
along with the corresponding figures for the preceding two 
years is given below: 

I. Revenue raised by the Sta te 
Governmen t-

(a ) Tax revenue 
(b) l\on-ta:t revenue 

T ot.al 

11. Receipt'> from the Government 
of lndia-

(a) State 's share of div~ible 
Union taxes 

(b) Gram~-in-aid 

I ll. Total rL'Ccipl~ of the 
Staie ( l ~ I J) 

JV. Percentage of 
I to llr 

Total 

1978-79 1979-80 1980-81 
(111 crores of rupees) 

5,08.15 5,62.27 6,45. 14 
2. 17.32 2,59.88 2,42.96 

7,25A7 8,22.15 8.88. 10 

3,17.63 5.69.1 2 6,32.28 
3.18.71 2,93.20 3.78.35* 

6,36.34 8,62.32 10,10.63 

13,61.81 16,84.47 18,98.73 

53 49 47 

•For <letaih, plca >c see Statement No. I I-Detailed Accoun L> of Revenue 
hy Minor Head> in the Finance AccounL~ of Government of Uu·1r Pradesh 
1980-81. < 

-' 
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(b) Tax revenue raised by the State 

Receipts from tax revenue constituted 73 per cent of the 
State's own revenue receipts during the year 1980-81. An 
analysis of tax revenue for the year 1980-81 and for the 
preceding two years is given below : 

1. Other T axc"> en 
Income a nd 
Expend iture 

2. Land Revenue 

3. Sta mps and 
Regist ration 
F ees 

4. T axes on 
Immovable 
Property ot her 
than Agric ultural 
Laud 

5. Sla te E xcise 

6. Sales Tax • 

7. Taxes on Vehicles 

8. Taxes on G oods 
and P assengers 

9. Taxes and D uties 
on E lectric ity 

10. Other T axes and 
Duties on Commod i
ties and Services 

Tota l 

* Sales Tax-

1978-79 

0.21 

46.86 

56.70 

0.01 

51.45 

2,72.25 

21.60 

27.'.!8 

6.96 

:!4.83 

5,08.15 

(i) Receipts under 
the Sales Tax 2,30.08 

Acts 
(ii) T ax on p ur- 21.38 

chase of 
sugarcane 

(iii) Tax on s:ile of 20. 79 
motor spirits and 
lubricants 

1979-80 1980-81 ( + ) Increase 
or 

( - ) decrea~e 
in 1980-81 
with 

reference 
to 1979-80 

(111 croreJ of 1upees) 

0.41 

25.95 

64.'.!3 

0.01 

70.44 

3.02.52 

24.39 

36.61 

7.52 

30.19 

5.6'.!.27 

2,56.93 

21.74 

23.85 

0.06 

22.73 

68.96 

0.01 

89.87 

3.50.85 

26.09 

41.05 

12.47 

33.05 

6,45.14 

3,62.74 

15.75 

32.36 

-0.35 

- 3.2'.! 

+ 4.73 

+ 19.43 

+ 48.33 

+ 1.70 

+ 4.44 

+ 4 .95 

+ 2.86 

+ 82.87 

+ 45.81 

- 5.99 

+ 8.51 

' • 
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Major variations are explained as under: 

(i) lncrease of Rs. 19.43 crores under the head 'State 
Excise' during 1980-81 as compared to 1979-80 was 
stated to be mainJy due to lifting of prohibition from 
September 1980 (see paragraph 1.3) and taking steps 
for mobilising additional resources including realisation 
of vend fees. 

(ii) Under the head 'Sa les Tax', increase of Rs. 48.33 
crores during 1980-81 was due to (a) taking fresh steps 
for checking tax evasion and gearing up of collection 
machinery, (b) increase in the number of dealers liable 
to sales tax and (c) increase in the tax on sale of petrol 
under 'Tax on Sale of Motor Spirits and Lubricants'. 
Shortfall of Rs. 5.99 crores in 1980-8 1 in the receipts in 
respect of tax on purchase of sugarcane was due to (a> 
excessive decline in cane crushing / sugar production in 
1979-80 on account of drought and (b) concessions on 
purchase tax granted by Government during 1979-80 
re!>ulling into lesser realisations of purchase tax during 
1980-81. 

(iii) Increase of Rs. 1.70 crores and R s. 4.44 crores 
under the heads 'Taxes on Vehicles' and 'Taxes on 
Goods and Passengers' during 1980-81 was stated to be 
due to (a) day-to-day rise in the number of vehicles and 
(b) gearing up collection machinery and stricter check· 
ing over tax evasion. 

(iv) Increase of Rs. 4.95 crores under the head 'Taxes 
and Duties on Electricity' during 1980-81 as compared 
to 1979-80 was stated to be mainly due to (a) enhanc
ing the rate of duty on industrial consumption of elec
tricity from 1 paisa to 2 paise, (b) day-to-day increase 
in the sale of electricity as a result of improvement in 
its generation and (c) efforts made by the appointed 
authorities for effecting recoveries. 



4 ) 

(v) Increase of Rs. 2.86 crores under the head 'Other 
Taxes and Duties on Commodities and Services' during 
1980-81 was stated to be due to (a) increase in the 
number of cinema houses and (b) imposition of sur
charge on entrance fee from June 1979. 

(c) Non-tax revenue of the State 

Interest, Forests and Irrigation, Navigation, Drainage and 
Flood Control Projects were the principal sources of non
tax reven\le of the State. Other major non-tax revenue 
comprised receipts from Minor Irrigation , etc., and Educa
tion and other departments, as detailed in Appendix I. 

Receipts from non-tax revenue constituted 27 per cent of 
the revenue raised by the State during the year 19g0-8 1. 
An analysis of non-tax revenue for the year 1980-81 and 
for the preceding two years is given below : 

1978-79 1979-80 1980-81 ( + ) T ncrease 
or 

(-) decrca <c 
in 1980-81 
with 
reference 
to 1979-80 

(111 crores of rupees) 

I. Tnteresl 64.66 79. 13 82.40 + 3.27 
2. Forests 4'.!.26 45. 18 49.13 +3.95 
3. I rrigation. 33.30 32.32 28.86 - 3.46 

N avigation , 
Dra inage and 
Flood Con trol 

/ Projects 
4. Others 77. 10 1,03.25 8'.!.57 - '.!0.68 

(deta il5 in 
Appendix T) 

To tal .. 2,17.32 '.!.59.88 2.42.96 - 16.92 

1.3. Taxation changes during the year 1980-81 

During the year 1980-81, neither any new tax nor any 
major increase or concession in the rates of the existing 
taxes was introduced. Complete prohibition in several 
districts of the State during the last two years was, however, 

.. 
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lifted from September 1980 which was estimated to yield 
revenue of R s. 20.82 crores during the year 1980-81 and 
R s. 32.33 crores in a full year. 

1.4. Variations between Budget estimates and actuals 

(a) The comparative figures of variations between Budget 
estimates and actuals of tax revenue and non-tax revenue 
during the three years ending 1980-81 are given below: 

Year Budget Actuals Variatiom Percent-

estima1es I nc ;easc( +)I age of 
short fall ( - ) variation 

(1) (2) (3) (4) (5) 

(In crores of rupees) 

A. Tax 1978-79 4 .36.09 5,08.15 +72.06 16 
Revenue 1979-80 4.50.35 5.62.27 + 1,1 1.92 25 

1980-81 5,04.99 6,45.14 + 1,40.15 28 

B. Non-tax 1978-79 2,05.70 2,17.32 + 11.62 6 
Revenue 1979-80 2.31.1 2 2 ,59.88 + 28.76 12 

1980-81 2.58.77 2.42.96 - 15.8 1 6 

(b) The break-up of the variations under the principal 
qeads of revenue is given below: 

Receipt Year Budget Actuals Va riations Percent-
Head estimates -Increase(+)/ age of 

shortfa ll(-) variation 

(I ) (2) (3) (4) 15) (6) 

(!11 crores of rupees) 

I. Land 1978-79 28.30 46.86 + 18.56 66 
Revenue 1979-80 28.30 '.!5.95 -2.35 8 

1980-81 '.!8.30 22.73 -5.57 19 

2. Stamps 1978-79 39.54 56.70 + 17.16 43 
and Regis- 1979-80 45.63 64.23 + 18.60 41 
tration Fees 1980-81 57.29 68.96 + 11.67 20 

3. Sta ie 1978-79 50.03 51.45 + l.42 3 
Excise 1979-80 35.50 70.44 +34.94 98 

1980-81 5'.!.67 89.87 + 37.:!0 70 



(I) 

4. Sales Tax 

5. T:ixes on 
Vehicles 

6. Taxes on 
Goods and 
Passengers 

7. Other Taxes 
and Duties 

on Commodi
ties and 
Services 

8. Interest 

9. Fore~ts 

I 0. l rrigation, 
Navigation, 
Drainage 
and Flood 
Control 
Projects 

1978-79 t 

1979-80 
1980-81 • 

1978-79 
1979-80 
1980. 81 

1978-79 
1979-80 

1980-81 

1978-79 
1979-80 
1980-8 1 

1978-79 
1979-80 
1980-81 

1978-79 
1979-80 
1980-81 

1978-79 
1979-SO 
1980-81 

(3) 

2.45.01 
2,61.25 
2.76.83 

19.50 
21.86 
23. 16 

26.74 
28. 14 

32. 10 

20.71 
23.09 

28.09 

66.11 
78.41 
86.25 

35.52 
37.84 
40.58 

26.02 
31 .02 
31.02 

6 

(4) 

2.72.25 
3.02.52 
3,50.85 

21.60 
24.39 
: 6.L'J 

27.28 
36.61 
41.05 

24.83 
'.10.19 

33.05 

64.66 
79. 13 
82.40 

42.26 
45.18 
49. 13 

33.30 
32.32 
28.86 

(5) 

+ 27.24 
+ 41.27 
+ 74.02 

+ 2.10 
+2.53 
, : .9J 

+ 0.54 
+8.47 
+8.95 

+ 4.12 
-"-7. 10 

+ 4.96 

-1.45 
+ 0.72 
-3.85 

+ 6.74 
+ 7.34 
+8.55 

+ 7.28 
-"- 1.30 
-2.16 

(6) 

II 
16 
26 

10 
12 
13 

2 
30 
27 

20 
31 
17 

2 
I 

4 

19 
19 
21 

28 
4 
6 

Reasons for variations between the Budget estimates and 
actuals for the year 1980-81 under the heads 'State Excise', 
'Sales Tax'. 'Taxes on Vehicles', 'Taxes on Goods and 
Passengers' and 'Other Taxes and Duties on Commodities 
and Services' were the same as given in paragrnph 1.2 (b), 
while in respect of 'Land Revenue', 'Stamps and Registra
tion Fees' and 'Forests' are as under: 

(i) Lesser receipt of Rs. 5.57 crores under the head 
'Land Revenue' was stated to be mainly due to stay of 

• 1980-81 
(i) Receipts under 2.38.02 3,02.74 +64.72 27 

!he Sales Tax 
Acts 

(ii) Tax on pur- 15.61 15.75 +0.14 
chase of sugar-
cane 

(iii) Tax o n ~ale of 23.20 32.36 -l 9.16 39 
motor spirits 
and lubric:mts 
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recovery by the State Government in view of the natural 
calamities. 

(ii) Increase of Rs. 11.67 crores under the head 
'Stamps and Registration Fees' was stated to be due to 
(a) continuous rise in the market price of agricultural/ 
urban land, resulting in higher realisation of stamp duty 
and registration fees and (b) vigorous steps taken by 
the depatiment towards detecting under-valuation of 
agricultural / urban land transactions and consequent 
recovery of short charge of stamp duty and registration 
fees. 

(iii) Increase of Rs. 8.55 crores under the head 
'Forests' was stated to be due to (a) better receipts 
from forest lots and (b) increase in the p rice of resin. 

1.5. Arrears ' in assessment of sales tax 

(a) The number of assessments finalised by the Sales Tax 
Department during the assessment years 1979-80 and 1980-8 ! 
and the assessments pending finalisation at th e end of 3 \st 
March, as reported by the department, are indicated below: 
V11111b~r of t1He.<:.me111s due for disposal 

Year Arrear Current Remand 
cases C:l:>~S cases 

(I) (2) {3) (4) 

1979-80 4 ,76.579 2,48,396 7.382 
1980-8 1 4.27,060* 2,4 1,063 4 ,802 

N11111b?r of a.ues.w1e11ts actually finalised 

Arrear ·ca:>es Current cases Remand cases 

(6) 

3,03.476 
'.!,64.205 

n 
56,388 
48,759 

(8) 

6.641 
3,641 

Number of a.\St'.1S111e111s pe11Ji11g fii1e1/i.1a1io11 "~ 011 31st M arch 

{10) 
3,65,85'.!• 
3,56,3'.!0 

T otal 

(5) 

7.32,357 
6.72,925 

Tota l 

(9) 

3,66,505 
3.16.605 

• Addit;on of 61.208 ca~es in the opening balance of .1980-81 as compared 
with tile c:osing balance of 1979-80 was stated by the dcoartnwnt to be owing 
to indu,ion of cases a~ a rc,u lt of scrutiny of records and cases o pened under 
~<'Ction 21 of the U. P. Sales Tax A ct, 1948. 
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The total number of assessments completed and the net 
demand ra ised month-wise during 1980-81 were as under: 

Month Number of Net demand 
assessments rahed 
completed 
during (In crores of 
1980-81 rupees) 

April 207 0.19 

May 3,066 1.28 

June 16,365 1.78 

July 25 ,388 3.71 

August 24.701 4.66 

September 33.651 5.53 

October 29,263 5.20 

November 27,892 6.27 

D ecember 35.455 6.81 

Ja nuary 34 .'.! 16 7.85 

February 34 .926 8.19 

M arch 51,475 - 58.65 

Total .. 3.16.605 1,10.12 

The number of assessments completed in the month of 
March 1981 was 51,475 which constituted 16 per cent of 
the total number (3,16,605) of the assessments completed 
during the year. The net demand raised in the month of 
March 198 l was Rs. 58.65 crores which constituted 53 per 
cent of the total net demand (Rs.1,10.12 crores) raised dur
ing the year. 

The following js the year-wise 
cases as on 31st March 1981 : 

Year 

U pto J 977-78 
1978-79 
1979-80 
Cases remanded by courts 
for rc-a,,essment 

break-up of the pending 

Number of 
cases 
45.243 

1.17.612 
1,92.304 

1,161 

Tora! . . 3,56.32() 

... 
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(b) The following tables show the progress of the appeal 
and revision cases (sales tax) during the last three years: 

Year Arrear Current Total Number of Numher of Percent-
cases cases ca~es cases age of 

decided pending at pending 
the end of cases to 
the year total 

( I) (2) (3) (4! (5) (6) (7) 

PROGRESS OF APPEAL CASES 

1978-79 1.1 9 .384 70.489 1.fl9 .873 79.234 1.10.639 58 
1979-80 1.10.639 71.488 1.82. In 82.296 99.83 1 55 
1'180-81 99.83 .1 71.762 1.71.593 71.798 99.795 58 

PROGRESS OF REVISION CASES 

1978-79 28.025 25.274 53.299 30.380 '.:2 .919 43 
~ 1979-80 25,004 19.653 °44.657 15,464 29.193 65 

1980-81 29.193 23.090 52,283 20,765 31,518 60 

·. 

The year-wise break-up of 31.518 revision cases pending 
as on 31st March 1981 was as under: 

Year 

1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 

Number of cases 

7 
76 

462 
1.786 
8,4 14 

20,773 

(Figures are as furn i~hed by the department.) 

The difference of 2,085 cases in th e opening balance of 
197-9-80 as compared with the closing balance of 1978-79 
in respect of the revision ca.ses was stated by the depart
ment to be owing to exclusion I inclusion of cena in cases as 
a result of physical verification. 

1.6. Uncollected revenue and salient points 

(a) Comparative position of the arrears of revenue as on 
3 1st March 1980 and 31st March 1981 is given below 
together with percentage of the arrears at the end of the 
year 1980-81 to the collections during the year in respect of 
some of the departments (figures of total arrears of revenue 
for the State as a w:1ole are not available) ... 



SI. 
no. 

(I ) 

I. 

2. 

3. 

4. 

5. 

6. 

Source of 
revenue 

(2) 

Sale~ Tax-
(i) Receipts under 

the Sales Tax 
Acts 

(ii) Tax on Pur-

Amount of 
revenue 
collected 
during 
the year 
1980-81 

(3) 

3,02.74 

15.75 
ch:isc of Sugar-
cane 

State Exci5e 89.87 

Taxes on 67.1 4 
Vehicles. Goods 

and Passengers 
Land Revenue 22.73 

Elect ricity Duty 12.47 

Forests 49.13 

10 

Amount of 
revenue 
pending 
collection 
Oil 3 lst 
March 
1981 

(4) 
(Amount 

1,90.40 

7.60 

7 .~ 

1.04 

48.43 

17.17 

6.86 

Percent-
age of 

arre:irs of 
revenue at 
the end of 
1980-81 to 

revenue col-
lected dur-

iog the year 

(5) 
in crores of 

63 

48 

7 

213 

137 

13 

(Figures are as furni,hed hy the department•.) 

Correspond-
ing 
arrears at 
the end of 

1979-80 and 
percentage 
(>hown 
within 

brackets) 

(6) 
m pees) 

1.28.5'.l 
(50) 

7.47 
(34) 

6.96 
(10) 
0.90 

( I) 

41.49 
(1 59) 
15.60 
(207) 

4.99 
(11) 

(b) As per informa tion furnished by the departments. out 
of the amoun ts pending collection on 31st March 198 l. 
Rs. 9.72 crores (out of R s. l ,90.40 crores) and R s. 4.88 
crores (out of Rs. 7.60 crores) in respect of "Sales Tax" 
and 'Tax on Purchase of Sugarcane" respectively represent- ,. 
ed arrears more than 10 years old. 

(c) General analysis of arrears 
(i) A rrears of sales tax-Sales tax demand raised but not I 

collected as on 31st March 198 1 amounted to Rs. 1,90.40 
crores as against Rs. 1,28.52 crores outstanding at the end 
of March 1980. There is, thus. increase both in the quan-
tum and percentage of the arrears of s~les tax as on 3 lst 
-No 1 E-La1~d-Rcvenue compri-;es Land Development T ax and Yrihat Jot Kar 

(since abolished with elTect from l ~t July 1977 and 1st July 1979, respectively). 
The amount pending collection on 3ht March 198 1 was Rs. 43.68 crores (Land 
Revenue), Rs. 4.41 crorcs (Land Development Tax) and Rs. 0.34 crore (Vrihat 
Jot Kar). 
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March 1981 as compared to the posi tion at the end of the 
previous year. 

On the other hand, the pace of recovery of arrears, up to 
1979-80 was slow (22.1 per cent) as only Rs. 28.37 crores 
(out of R s. 1,28.52 crores) could be rea lised during the year 
1980-8 1, as can be seen from the table given below : 

Year Arrea rs as on 31 st March 
1980 - - 198! 

Arrear~ realised 
during 1980-8 1 

Amount- Percentage 

(Amount in crores of rupees) 

Upto 1974-75 19.40 18.99 0.4 1 0.2 
1975-76 4.89 4.70 0.19 0.3 
1976-77 9.92 8.30 1.62 16.3 
1977-78 16.32 13.85 2.47 15.1 
1978-79 22.00 16.34 5.66 25.5 
1979-80 55.99 37.97 18.02 32.2 

1980-81 90.25 

Total .. 1,28.52 1.90.40 28.37 22.1 

The amount of arrears (Rs. 1,90.40 crores) as on 31st 
March 198 1 was in the following stages of action : 

Stage of action 

(n) Amount covcrcd by rcco\'ery 
certificates 

(b) Amount stayed by ll inh Court 
and other judicial authorit ies 

(c) Amount stayed by Govern ment 

(d) Amount held up due to dealers 
hecoming insolvent 

(c) Other stages (including R s. 
13.58 cror~s due from Govern· 
ment departmcnls) 

Amount of arrea rs 

(111 c1or!' ~ of rupees) 

50.70 

Total .. 

37.48 

1.58 
14.52 

86.12 

1.90.40 

(i i) Arrears of Slate excise duty-- N ormally, there should 
be no arrears relating to State excise duty, vend fee, etc., as 
they are payable in advance before the products are removed 
from the distilleries / breweries and / or bonded warehouses. 
Even in the case of auction of country liquor and foreign 
liquor shops, a part of the bid money is realised in advance 
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and the balance in suitable monthly instalments. However, 
as per information furnished by the department. the amount 
of arrears as on 3 lst March 1981 was Rs. 7 .09 crores. 

Year-wise analysis of these arrears was not available with 
the department. 

The arrears were under the following stages of action: 
Stage of action 

(a) Amount covered by recovery 
certifica tes 

(/J) Amount srnycd by H igh Court 
(c) Amount likely to be writ ten-off 

Amount o f arrears 

(In crores of rttpees) 
4.98 

1.96 
0.15 

T otal . . 7.09 

(ii i) Arrears of land revenue-Demand of land revenue 
ra ised but not collected as on 31st March 1981 amounted 
to Rs. 43.68 crores as against R s. 36.41 crores outstanding 
on 31st March 1980. Recovery of the enti re amount was 
stayed by Government in view of the natural calamities. 

Similarl y, while Rs. 4.41 crores of land development tax 
were pending collection on 31st March 1981 as against 
Rs. 4.62 crores outstanding on 31st March 1980. recovery 
of Rs. 4.23 crores was stayed by Government in view of the 
na tural calamities. (Land Development Tax has since been 
ab olished with effect from 1st Jul y 1977). 

(iv) Arrears of electricity dwy-Demand of electricity 
du ty ra ised but not collected as on 31st March 198 1 amount
ed to R s. 17.17 crores as against R s. 15.60 crores outstand
ing on 31st March 1980. 

Year-wise analysis is as under: 
Year 

Upto 197~-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 

Amount of arrears 

(Jn cr orev of rupees) 

4.76 
1.02 
1.00 
4.46 

3.12 
2.81 

Total .. 17.17 

.. 



13 

The amount of arrears as on 31st March I 98 1 was in the 
following stages of action : "' 

Stage of action 

(a) Amount held up due to the 
judgment of the Allahabad 
High Court (delivered in May 
1974) directing the State Gov
ernment to reconsider the a p
plication of a company a t 
Renukoot regarding exemption 
from payment of ekctrieity duty 
Jeviablc on its own generation 
since lst September 1970. D e
ci~ ion has not yet been taken 
by the Sta te Government. 

(b) Amount being deducted from 
the loan >anctioned to the 

U. P. State Electricity Board 
(c ) Amount stayed by High Court 
(d) Amount covered by recovery 

certificates 
(e) State and Central Government 

Appointed Authorities being 
pur~ued to deposit the out
standing dues. 

Amount of arrears 

( Ill crores of rupees) 

11.04 

5.49 

0.37 
0.12 

0.15 

Total . • 17.17 

(v) Arrears of forest receipts-For supplying timber and 
other forest products to the inden tors. full payments in res
pect of the same are required to be collected before despatch 
and , as such, normally there should not be any arrears on 
account of the supply of timber and other forest products. 
However, as per information furnished by the department, 
the amount of arrears as on 3 l st March I 98 1 was Rs. 6.86 
crores as ~ainst Rs. 4.99 crores outstanding on 3 1.st M arch 
1980. 

Year-wise analysis is as under: 
Year 

Upto 1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 

Amount of arrears 

(111 crores of rupees) 

1.43 
0.24 
0.08 
0.12 
0.51 
4.48 

T otal . . 6.86 
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T he amount of arrears as on 31st Marcil 198 1 was m the 
following stages of action: 

Siagc of action Amount of arre:?rs 

(111 crort!s of rupee.\ ) 

(t: ) Amount to be adjusted against 4.57 
'>CCUri1y in hand or material in 
the custody of the depanmcnl 

( b) Amoun t covered by recovery 1.05 
certificates 

(cJ Amoum >l:i.yed by High Court 0.38 
a nd 01hcr judicial amhorilics 

(di Amou nt liJ..ely 10 be writlen- 0.09 
o ft (due to the panics being 
tn' olvcnt) 

(eJ Other ~tagcs 0.77 

Total . . 6.86 

I Figures in . pa ragraph 1.6 (c) are as furnished by the depanmcnh.) 

1.7. Writes-off and remissions of revenue 

Details of demands written-off and remitted during the 
year l 980-8 l , as furn ished by a few departments without 
indicating the number of items, are given below: 

Department 

(ii F inance

Sales tax 

(ii) Revcnue-

(111 Lan d revenue 
(b) Land dcvelopmenc tax 

1.8. Cost of collection 

Write-off of losses, 
irrecovera ble revenue, 
tax 

Rem ission 

(In crores of mpees) 

0.63 

0.48 
0.03 

!Expenditure incurred in collecting the receipt s under the 
principal heads of revenue during the three years 1978-79 to 
1980-81 is given in Appendix 11. 

1.9. Position of outstanding audit inspection reports 

A ud it observa tions as a result of scrutiny of records relat
ing to assessment and collection of various receipts noticed 
during the local audit of the various executive units are 
communica ted to tbe heads of offices and to the next higher 

' 
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departmental auth orities through aud it inspection reports. 
The more important irregularities are also reported to the 
heads of depa rtments and Government. First replies to the 
audit inspection reports are required to be sent within one 
month of their receipt. 

Half-yearly reports of audit observat i:Jns remain ing out
standing for more than six months are a lso sent to the heads 
of departm ents and Government to expedite their settlement. 

Ou t of the audit inspection reports issued upto March 
1981, 6,726 paras incorp:Jrated in 2.88 1 inspection reports 
rem ai ned outstanding at the end of September 1981. 

, Year-wise break-up of these outstanding inspection 

, 
reports / paras with money value is as follows: 

Yea r 

19i4-75 
Prior 10 
1•r4.75 
1975-76 
19/6-77 
1977-78 
1978-79 
1979-80 
1980-81 

Total 

Number of 
inspection 
reports 

48 

170 
2 16 
279 
345 
488 
5 11 
814 

.. 2.88 1 

'umber of 
paragroph~ 

57 
25'.! 
392 
687 
720 

J.117 
I.:! 17 
2,284 

6.726 

Amount involved 
(/11 lakhs of 

rup<'l'V) 

39.26 
46.58 
60.17 

3.'.!0.70 
4.98.48 
3 .43.65 
5.30.25 
5.28.39 

2,567 .48 

The departments with comparatively heavy outstandings 
are mentioned below: 

D epartment N timbcr of rcnorts Number of reports 
and paragraph< a nd par:1graphs 
out;ianding for out,tanding for 
more than three three year' and 

·}car< (reports ;,,u. lcs' (1 978-79 to 
cd llf)tO Ma rch 1978) 1980-81) 

Report' Para- Report ' Para-
graphs graph' 

1. t::tc f:.i"<ci ... e 295 557 21 6 4:?5 
2. Stamp'> and 169 274 310 613 

Regi, t rntion Fee< 
3. Purcha,c Tax 166 305 226 400 

on Sugarcane 
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4. Forest 147 303 116 416 

5. Electrici1y Duty 58 91 89 161 

6. Land Revenue 53 106 159 293 

7. Sales Tax 45 92 470 1,565 

Total 933 1,728 1,586 3.873 

The following table contains data of the audit inspection 
reports pertaining to various departments, in respect of which 
even first replies had not been received : 

Department Number of inspection reports Total 

3 years More than Less 
and more 2 years than 
(issued but less 2 years t 
up to than ( 1979-
March 3 years 80 and 
1978) (issued 1980-

during 81) 
1978-79) , 

I. Sales Taic 162 162 

2. Slate Excise 36 23 35 94 

3. Electricity Duly 33 18 20 71 

4. Stamps and 56 56 
Rcgi~lrat ion Fees 

5. Purchase Tax on 39 39 
Sugarcane 

6. I rrigation 34 34 
7. Land Reven ue 22 22 

8. Fore~! 16 18 

9. Agriculture II 11 
10. Public Works 8 8 

I I. En1cr1ainment 7 7 
a nd Belling 

12. T ransport 7 7 

13. Co-operation 3 3 

14. Food a nd Civil 3 3 
Supplies 

Total I,.~, 4/. 423 535 



CHAPTER 2 

FINANCE DEPARTMENT 

SALES TAX 

2.1. R esults of test audit in general 

In the course of test audit of the records of the Sales Tax 
Offices during the year 198().81, under-assessment of tax and 
non-levy I short levy of interest and penalty in 1,311 cases 
involving revenue of Rs. 70·76 lakbs were pointed out to 
the department. The cases are broadly categorised as under: 

1. Irregular exemptions 
2. Application o f incorrect 

rates of tax 

3. Turnover escaping assessment and 
incorrect determination of turnover 

4. Non-levy of additional tax 

5. Incorrect classifica tion of goods 

6. Non-levy/short levy of interest/ 
penalty 

7. Arithmetical mistakes 

8. Miscellaneous 
-· -.<!; 1 

Total . . 

A few important cases are 
paragraphs. 

Number 
of 

items 

123 

195 

128 

147 

45 

247 

121 

305 

1,3 11 

given in 

Amount 
(111 /aklis of 
r upee;) 

12.40 

10.02 

5.23 

5 .33 

1.72 

26.67 

• 3.63 

5.76 

70.76 

•the ·succeeding 

2.2. Irregular concession on purchases of raw materials 

Section 4-B of the U. P. Sales Tax Act. 1948, provides 
for specific relief to the manufacturers of goods notified 

17 
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under tliat section under specified conditions. If a manu
facturer of the notified goods wa nts to avail of the special 
relief, he will have to obtain from his assessing officer a 
" recognition certificate" whereupon he will not have to 
pay or will have to pay at a concessional rate sales tax or 
purchase tax on his purchase of raw materials for use in 
manufacture of ·the notified goods. Under the notifica
tions issued from time to time, "rubber and rubber pro
ducts" was included as one of the notified goods and no 
tax was payable on the purchases of raw materials required 
for use in their manufacture. No concession under the 
said notifications would be admissible if the goods manu
factured by the unit were not liable to tax at any stage under 
the Act ibid. It was further provided in the Act that a • 
dealer who issues to another dealer, a false or wrong certi-
ficate or declaration, prescribed under any provision of the 
Act or the Rules framed thereunder, hy reason of which 1 
a tax leviable under this Act on the transaction of purchase 
or sale made with such other dealer, ceases to be lcviable 
or becomes leviable at a concessional rate, sha ll be liable 
to pay on such transaction an amount which would have 
been payable as tax on such transaction, had such certi-
ficate or declaration not been issued. 

In the course of audit of the Sales Tax Circle, Kanpur, 
it was noticed (January 1981) that a dealer was granted 
recog!iition certificate from 12th November 1974 for 
manufacture of rubber products against which the dealer 
purchased free of tax 'raw rubber, latex and chemicals' 
as raw materials worth Rs. 6·86 lakhs in 1975-76, Rs. 16·45 
lakbs in 1976-77, Rs. 25·97 lakhs in 1977-78 and R s. 41·15 
lakhs in 1978-79 by furnishing prescribed declarations to 
the selling dealers . The manufactured item from the 
aforesaid raw materials was, however, sold as agricultural 
implement (plough grips) the sales of which were exempt 
from levy of tax. As such, the dealer was not entitled 
to the concession of tax-free purchases of raw materials. 
The tax involved on such purchases of raw materials worth 
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R s. 90-43 lakhs amounted to Rs. 7·23 lakbs (at the rate of 
8 per cent including additional tax of one per cent). 

The matter was reported to Government in March 1981; 
their reply is awaited (January 1982). 

2.3. Irregular exemptions • 

(I) Non-levy of tax on. f oodgrains transferred outside the 
State on consignment basis 

According to the provisions of the U. P. Sales Tax Act, 
1948, where goods are liable to tax at the point of sale to 
the consumer, every sale is to be deemed to be a sale to 
the consumer and is liable to tax. If, however, the sale is 
made to a registered dealer who purchases the goods for 
re-sale within the State or in the course of inter-State trade 
or commerce and furnishes a declaration to that effect to 
tbe selling dealer, the latter would sell the goods to the 
purchasing dealer free of sales tax. After having taken 
advantage of this provision for purchase of the goods tax
free, if the purchasing dealer does not re-sell them either 
within the State or in the course of inter-State trade or 
commerce in the same form and condition in which he had 
purchased them, he is liable to pay tax on his purchases 
of those goods at the same rate at which tax would have 
been payable by the selling dealer, had such declaration not 
been furni shed. 

Foodgrains were taxable at 4 per cent at the point of sale 
to consumer during the period 2nd September 1976 to 
30th April 1977. (Thereafter, tax became leviable at the 
point of first purchase at the same rale). 

In the course of audit of the Sales Tax Circle, AJigarh , 
it was noticed (May 1980) that a registered dealer purchased 
foodgrains valued at Rs. 3·27 lakhs during the period 2nd 
September 1976 to 31st March 1977 without paying any 
tax ther~on , by furni shing prescribed declarations. How
ever, later, instead of re-selling them either within the State 

' 



( 20 ) 

or in tJ1e course of inter-State trade or commerce, he 
transferred them to his branch office outside Uttar Pradesh 
on consi!!nment basis. The dealer. therefore, became 
liable to ~pay tax on his aforesaid purchases of foodgrains 
made on prescribed declarations and the amount of such 
tax worked out to Rs. 13,088. No tax was, however, 
levied. 

As the aforesaid tax was admittedly payable by the 
dealer, he also became l iable for payment of interest which 
worked out 'to Rs. 9,666 from February 1977 to May 1980 
(month of audit), after providing credit for excess deposits 
of R s. 1,005 on other item by the dealer. 

On this being pointed out in audit in June 1980, the 
department stated in February 1981 that assessment order 
had been revised raising additional demand for the aforesaid , 
tax and interest in June 1980 and that the recovery of the 
dues would be watched by them. 

The matter was reported to Government in June 1980; 
their reply is awaited (January 1982). 

{it) Non-declared goods treated as declared ones 

The State rate of sales tax/purchase tax including rate 
of tax for additional tax on goods declared to be of special 
importance in inter-State trade or commerce under section 
14 of the Central Sales Tax Act, 1956, is not to exceed the 
rate specified in 1.he Act ibid, which bas been 4 per cent 
since 1st July 1975. 

The Stale rate on foodgrains was raised from 2-} per cent 
to 4 per cent with effect from 2nd September 1976. Addi
tional tax of one per cent was also leviable if the turnover 
exceeded R s. 2 1akhs. Though cereals and pulses were in
cluded from 2nd September 1976 in the list of declared 
goods on which the rate of tax could not exceed 4 per cent, 
'Peas and peas pulse' (matar and mwar da{) were not so 
included. 
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In the course of audit of the Sales Tax Circle, Hathras, 
it was noticed (October 1980) that a dealer had disclosed 
taxable turnover of foodgrains of R s. 17·2 I lakhs for the 
period May 1977 to March 1978. Commodity-wise details 
of foodgrains were neither given by the dealer nor enquired 
by the assessing authority and , treating the entire turnover 
of foodgrains as that of declared commodity, assessment of 
tax was made at the rate of 4 per cent. 

A scrutiny of the various declarations in audit revealed 
(October 1980) that the above turnover of food grains com
prised mainly of peas (motor) which was not a declared 
commodity. Thus, levy of purchase tax thereon was not 
subject to the maximum rate of 4 per cen t prescribed under 
the Central Sales Tax Act and levy of tax should have been 
made a t the rate of 4 per cent with additional tax of one 
per cent as the turnover exceeded Rs. 2 lakhs. 

On this being pointed out in audit in December 1980, 
the departmental authorities checked the accounts records 
of the dealer and found that purchases of Rs. 16· 51 lakhs 
related to peas (molar). Accordingly, the assessment order 
was revised in February 198 l raising addit ional demand 
of Rs. 16,505 which was stated (December 1981) by the 
department to have been recovered in full in May I June 
1981. 

As the aforesaid tax was admi ttedly payable by th e 
dealer, he also became liable £or inter~st for non-payment 
of this tax. The amount of such interest worked out to 
R s. l I ,405 for the period July 1977 to October l 980 (month 
of aud it). 

Government, to whom the i;natter was reported in Decem
ber 1980, endorsed (January 1982) the reply of the depart
ment. 
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(iii) Non-levy of tax on sales returns after admissible 
period 

Under the Central Sales Tax Act, 1956, for working out 
the taxable sales turnover of a dealer, deductions are per
missible on account of the sale price of all goods returned 
to the dealer by the purchasers of such goods, provided the 
goods are returned within a period of six months from the 
date of delivery of goods. 

In the course of audit of the Sales T ax Circle, Kannauj. 
(Fatehgarh distr ict), it was noticed <September 1979) that 
while finalising the assessment of a dealer for the year 
1975-76 in October 1978, exemption of tax on goods of the 
value of Rs. 7·6 l lakhs in periodical returns on account of 
goods returned by ex-U. P. purchasers was allowed to him, 
though the sales returns revealed that goods (scents) of the 
value of Rs. 1-42 lakhs had been actually returned after six / 
months from the da tes of delivery. Exemption claimed by 
the dea ler to this extent for the year 1975-76 was, therefore, 
inadmissible. 

This resulted in under-assessment of tax of R s. 17,035 a t 
the State rate of 12 per cent applicable to such goods which 
were not supported by prescribed declarations. 

Besides, there was omission in levying tax on a turnover 
of Rs. 9,862 not supported by prescribed declarations and 
the amount of such tax due for the year 1975-76 worked 
out to Rs. 1,184. 

There was thus total short charge of R s. 18,219 on 
account of the above two mistakes. 

As the above tax was admittedly payable by the dealer, 
he also became liable for payment of interest of Rs. 13,482 
due for the period 9th September 1976 to September 1979 
(month of audit). 

On this being poin ted out in audit (November 1979), the 
department stated (January 1981 ) that assessment order had 
since been r evised in September 1980 raising additional 
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demand for the aforesaid tax and interest. Report regard
ing recovery is awaited (January 1982). 

The matter was reported Lo Government in Kovember 
1979; their reply is awaited (January 1982). 

(iv) Non-levy of tax on purchases of goods against declara
tions utilised for export 

Under the U. P. Sales Tax Act, 1948, where a registered 
dealer purchases any goods free of tax from another dealer 
by giving declaration for re-sale in the same condition either 
within the State or in the course of inter-State trade or 
commerce and after having taken advantage of this provi
sion, does not re-sell such goods as per declaration , he shall 
be l iable to pay tax on the turnover of purchases in respect 
of those goods at the same rate at which sales tax would 

\ have been payable by the selling dealer, had such declara
tion not been furnished. 

In the course of audit of the Sales Tax Circle, Agra, it 
was noticed (April 1980) that a dealer purchased leather 
valued at Rs. 29·86 lakhs a nd Rs. 30·76 lakhs during the 
years 1976-77 and 1977-78 respectively, free of tax after 
furnishing prescribed declarations. Out of these tax-free 
purchases, the dealer effected sales of Rs. 2·64 lakhs in 
1976-77 and of Rs. 1·85 lakhs in 1977-78 for export out of 
India , on which no sales tax was leviahle. 

As the commodity earlier purchased tax-free by furnish
ing the declaration was not sold within the State or in the 
course of inter-State trade or commerce, the dealer was 
not entitled to the said benefit and was liable to pay tax on 
its purchase prices of Rs. 2·50 lakhs and Rs. 1 ·76 lakhs, 
for the years 1976-77 and 1977-78 respectively. On this an 
amount of Rs. 17,063 was leviable as tax at the rate of 4 
per cent. 

On this being pointed out in audit (June 1980), the depart
ment stated (June 1981) that the assessment had been revised 
raising additional demand for the aforesaid tax which had 
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been recovered. The dealer has, however, gone in appeal 
against the revised assessment. 

Further, as the aforesaid tax was admittedly payable by 
the dealer, he also became liable for interest for non-pay
ment of this tax which worked out to Rs. 10,596 from May 
1977 to April 1980 (month of audit). Further action is 
awaited (January 1982). 

The matter was reported to Government in June 1980; 
their reply is awa ited (January 1982). 

2.4. Application of incorrect rates 

(i) The ra te of tax on sales of 'Vanaspati' leviable at the 
point of sale by the manufacturer or importer was enhanced 
from 7 per cent to 8 per cent with effect from 19th D ecem
ber 1974. Similarly, the rate of tax on sales of 'washing 
soap', also levfable a t the point of sale by tbe manufacturer 
or importer, was enhanced from 4 per cent to 5 per cent 
with effect from 1st June 1975. 

In the course of audit of the Sales Tax Circle, Varanasi, 
it was noticed (June-July 1980) in the case of a dealer that 
(a) his turnover of Rs. 2,48·42 Jakhs for the period 19th 
December 1974 to 31st March 1976 relating to the sale of 
Vanaspati and (b) his turnover of Rs. 30·50 Jakhs for the 
period 1st June 1975 to 3 lst M arch 1976 relating to wash
ing soap, both imported from outside the State, were assess
ed to tax at the pre-revised rates of 7 per cent and 4 per 
cent respectively. Non-application of the enhanced rates 
Jed to short levy of tax of Rs. 2·79 lakhs. 

On the short levy being pointed out in audit (July-August 
1980), the department intimated (November 198 1) that the 
assessment had been revised raising an additional demand 
of Rs. 2·79 lakbs, out of which Rs. 2,850 had been depo
sited by the dealer and that recovery of the ba lance amount 
had been stayed in appeals. 

I 
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Government, to whom the matter was reported in July
August 1980, endorsed the department's reply and stated 
that progress of recovery would be watched (January 1982). 

(ii) Under the U. P. Sales Tax Act, 1948, 'Mill stores 
and hardwares' became taxable a t the rate of 7 per. cent 
with effect from lst December 1973, at the point of sale 
by the manufacturer or importer. 

In the course of audit of the Sales Tax Circle, Agra, it 
was noticed (October 1980) that the turnover of a manu
facturer of brass rivets of R s. 7·98 lakhs for the year 1975-76 
and of Rs. 7·12 lakhs for the year 1976-77 were assessed to 
tax in September 1979 and November 1979, respectively, 
at the rate of 4 per cent. Brass rivets, being items of hard
wares, were liable to tax at the rate of 7 per cent applicable 
to entry 'Mill stores and hardwares'. Application of lower 
rate of tax of 4 per cent resulted in short charge of 
Rs. 45,294. 

As the aforesaid tax was adm ittedly payable by the 
dealer, he also became liable for in terc:c;t of Rs. 43,793 for 
non-payment of tax from May 1976 to October 1980 
(month of aud it). 

Total short charge on account of tax and interest work
ed out to Rs. 89,087. 

On this being pointed out in audit, the department stated 
(January 1982) that the assessment orders were revised 
raising additional demands of tax of Rs. 45,294 and interest 
due thereon, out of which R s. 25.200 towards ta\'. have been 
recovered. Report regard ing recovery of balance amount 
of tax and interest is awaited (January 1982). 

The matter was reported to Government in November 
1980; their reply is awaited (January 1982). 

(iii) Under the Central Sales Tax /\ct 1956 inter-State 
sales of goods other than declared goods' not s~pported by 
prescribed forms are to be assessed at the rate of 10 per 
cent or at the ra te applicable to the sale or purchase of such 
goods inside the appropriate State, whichever is higher. 
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T ax at the ra te of 12 per cent was leviable under the 
U. P . Sales T ax Act, 1948, on sales of spare parts of radios 
and loudspeakers, with effect from J 5th April 1974. The 
inter-Sta te sales of these spare parts not supported by pres
cribed fo rms were, therefore, liable to tax a t the rate of 12 
per cent from that date. 

In the course of audit of the Sales Tax Ciscle, Ghaziabad, 
it was n oticed (June 1980) that the tu rn over of a dealer for 
the years 1976-77 and 1977-78 of rad io and loudspeaker 
spare par ts was detennined (March 1980) on best judgment 
basis at Rs. 20 lakhs for each year and was assessed to tax 
a t the rate of 10 per cent in M arch 1980 as inter-State sales 
not supported by prescribed 'C' forms instead of 12 per 
cent wh ieh was correctly leviable on such inter-Sta te sale 
during the aforesaid years. The applica tion of incorrect 
rate of tax, thus, resulted in short charge of R s. 80,000. 

The dealer having gone in appeal (April 1980) agrunst 
the assessment orders, the cases were remanded (Novem
ber 1980) for fresh assessmen t. The remand cases were 
finalised by the assessing officer in March 1981 and th e 
turnover was determined at Rs. 18 lakhs for the year 1976-77 
and at R s. 16·65 lakhs for the year 1977-78 and the tax was 
levied at the rate of 12 per cent as pointed out in audit, 
raising an additional demand of Rs. 69,292. Report re
gard ing recovery is awaited (January l,982). 

The matter was reported to Government in September 
1980; their reply is awaited (January 1982). 

(iv) Spiri ts and spirituous liquors of a ll kinds, excluding 
country liquor, a re taxable at the rate of J 2 per c~n t, at 
the point of sale by the manufacturer or im porter, with 
effect from October 1972. 

Excise licences for sale of spirits and spirituous liquors 
a re given by the State Excise Department for one yea r at a 
time and they expire on 31st M arch each year. The excise 
dealers do not always pay their sales tax dues during the 

I 
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currency of their contract period and the unpaid dues be
come irrecoverable in some cases. In order to check eva
sion of the sales tax by such dealers, the Sales Tax Manual 
provides for fi.nalisa tion of assessments on a priority basis 
in respect of casual dealers and of contractors where con
tracts are for a particular year. Instructions have also 
been issued by the department for ensuring assessment and 
realisation of tax from excise licensees before they wind up 
their business. 

In the course of audit of the Sales Tax Circle, Kanpur, 
it was noticed (February 1980) that the business p remises 
of a 'wine' dealer-who was not on record with the depart
ment and was not a regular assessee-were surveyed in 
December 1974 and stock of the value of Rs. l ·00 lakh was 
found. The departmental authorities estimated that the 
dealer effected annual sales of the value of Rs. 9 to l 0 
lakhs. However, the assessment proceedings in this case 
were initiated after a lapse of more than 3 years in April 
1978 when a notice was issued to the dealer to appear before 
the assessing officer in June l 978. The notice. which re
corded the name of the dealer incorrectly, was retu rned un
served. Another notice, issued in February 1979, was also 
returned unserved as the addressee was untraceable. 

The assessment of the dealer was finalised, ex par/I!, in 
March 1979. According to the assessment, gross sales were 
estimated at Rs. 20 lakhs, out of which sales of ex-U. P . 
purchased wine--which were taxable--were estimated at 
Rs. 4·00 lakhs, and the latter were assessed to tax of 
Rs. 32,000 (tax calculated at the rate of 7 per cent and 
additional tax at the rate of l per cent). As the sales of 
wines imported from outside U. P. were correctly taxable 
at 12 per cent during the yea r 1974-75, the tax correctly 
Ieviable should have been Rs. 52,000. 

However, the notice of demand of tax issued on the 
dealer was received back unserved as the dealer was report
ed to be untraceable. 
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The matter was reported to Government in· April 1980; 
their reply is awaited (January 1982). 

2.5. Application of incorrect rates of tax to inter-State sales 
of declared goods 

(i) Under the Central Sales Tax Act, 1956, in ter- State 
sales ~re taxed as under: 

(a) In respect of sales supported by the prescribed 
declara tions, the rate is 3 per cent upto June 1975 and 
4 per cent thereafter. 

(b) In respect of sales not supported by the pres
cribed declarations, the rate is 10 per cent or the State 
rate, whichever is higher. 

In the course of audit of the Sales Tax Circle, Allahabad, 
it was noticed (September 1980) tbat a dealer's returned 
in ter-State turnover of tyres of R s. 4·55 lakhs for the year 
1975-76. which was not supported by the prescribed decla
ra tions, was assessed to tax at 7 per cent, being the State 
ra te applicable to sale of tyres within lJttar Pradesh instead 
of the correct rate of 10 per cent. This resulted in under
assessment of tax of R s. 13,665. 

As the aforesaid tax was admittedly payable by the dealer, 
he became liable also for interest a t th e ra te of 2 per cent 
per month with effect from 9th _September 1976 for its 
non-payment. 

On this being pointed out in aud it (September 1980>, the 
department revised the assessment order in March 1981 
raising additional demand for the aforesa id tax and in
terest. R ecovery ·certi ficate was also issued in July 1981. 
F urther developments are awaited (January 1982}. 

The matter was reported to Govern ment in November 
1980; their reply is awaited (J anuary 1982}. 

(i i) If the inter-State sales in respect of goods declared 
under section 14 of the Central Sales Tax Act, 1956, to be 
of special importance in inter-State trade or commerce, are 

\ 

' 

, 



A 

! 29 ) 

not supporled by prescribed declarations, they are taxable 
at twice the rate applicable to the sale or purchase of such 
goods inside lhe appropriate State. Foodgraios are among 
the goods declared to be of special importance in inter
State trade or commerce with effect from 2nd September 
1976 and are taxable at 4 per cent inside the State of 
Uttar Pradesh. 

In the course of audit of the Sales Tax Circle, Hardoi, 
it was noticed (February 1981) that a dealer's disclosed 
inter-State sales of Rs. 3·68 lakhs of foodgrains for the 
period 1st November 1976 to 31st March 1977 were not 
supported by prescribed declarations but were assessed to 
tax at the State rate of 4 per cent, while the rate leviable 
should have been double of this rate. The levy of tax 
at incorrect rate resulted in short charge of revenue of 
Rs. 14,730. 

As the aforesaid tax was admittedly payable by the 
dea ler, he became liable also for payment of interest which 
worked out to Rs. 13,551 for the period May 1977 to 
February 1981 (month of audit). 

The matter was reported to Government in April 1981; 
their reply is awaited (January 1982). 

2.6. Irregular benefit of concessional rates of tax 

(i) By a notification issued on 1st October 1975 under 
sub-section (5) of section 8 of the Central Sales Tax Act, 
1956, the concessional rate of tax on sales of mill stones 
in the course of inter-State trade or commerce was en
hanced from 2 per cent to 3 per cent with effect from 2nd 
October 1975. This concession is admissible only to 
dealers who are registered under section 7 of the Act ibid. 

In tile course of audit of the Sales Tax Circle, Agra, it 
was noticed (September 1980) that in respect of a dealer 
not registered under the Act, inter-State sales of mill stones 
of Rs. 40,000 for the year 1974-75 and of Rs. 5 lakbs for 
the year 1975-76 were assessed to tax in January 1979 and 
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March 1980 respectively at the concessional rate of 2 per 
cent upto 1st October 1975 and 3 per cent thereafter. As 
the dealer was not registered under the Central Sales T ax 
Act, 1956, he was not entitled to the concessional rates of 
taxation. These sales, being not covere9 by the prescribed 
declarations, were taxable at the ra te of 10 per cent. Ir
regular application of concessional rates of tax resulted 
in short levy of tax of R s. 40,700. 

On th is being pointed out in audit, the department re.. 
vised the assessment orders in June 1981, raising an addi
tional demand of R s. 40,700. R eport regard ing recovery 
is awaited (January 1982). 

Government, to whom the matter was reported in Nov
ember 1980, confirmed the facts (January 1982). 

(ii) By a notification jgsued on 1st October l 975 under 
sub-section (5) of section 8 of the Central Sales Tax Act, 
1956, inter-State sales of oilseeds, a declared commodity 
under section 14 of the Act, were !Dade taxable a t the 
concessional rate of 2 per cent with effect from 2nd October.. 
1975. By issue of another notification of 26th M arch 
1977, this concession was withdrawn and in ter-State sales 
of o ilseeds su pported by prescribed declarations became 
taxable with effect from 1st April 1977 a t the normal rate 
of tax of 4 per cent. 

In the course of audit of the Sales T ax Circle, Gonda, 
it was noticed (June 1980) that the Central assessment case 
of a dealer for the year 1977-78 was finalised in March 
1980 in two parts (1st A pril 1977 to 2nd September 1977 
as first part and from 5th September 1977 to 3 1st March 
1978 as second part). The inter-State sales of oilseeds 
supported by prescribed declarations of Rs. 5.7~.1 lO 
(Rs. 2,86,490 for first pa rt and Rs. 2,85,620 for second 
part) were assessed to tax at the concessional ra te of 2 per 
cent, whereas the correct leviable ra te was 4 per cen t. Jn
correct application of the concessional rate of 2 per cent 
resulted in short levy of tax of Rs. 11,442. 
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On this being pointed out (June 1980) in aud it, the 
department revised tbe assessment orders in June l 980 
raising an additional demand of Rs. 11,442 of which an 
amount of Rs. 11,362 was adjusted against the deposits of 
tax made by the dealer in excess and th~ balance of Rs. 80 
was realised from him in June 1980. 

Government, to whom the matter v-ias reported in July 
1980, confirmed the facts (January 1982). 

2.7. Turnover assessed incorrectly 

(i) Under the Central Sales Tax Act, 1956, inter-State 
sales supported by the prescribed declarations were ta~able 
at the rate of 3 per cent upto 30th June 1975 and at 4 per 
cent thereafter. 

In the course of audit of a Sales Tax Circle at Kanpur, 
it was noticed (November 1980) that the disclosed inter
State sales of jute goods of a dealer, supported by the 
prescribed declarations, were Rs. 51 ·39 lakhs for the period 
1st April 1975 to 30th June 1975, and Rs. 1,49·86 lakhs 
fo r the period 1st July 1975 to 31 st March 1976 which were 
taxable at the rate of 3 per cent and 4 per cent respectively. 
The total tax leviable on the turnover of both the periods 
was Rs. 7,53,633. 

However, whi le finalising the assessment case of the 
dealer in March 1980, the sales for the period 1st April 
1975 to 30th June 1975 were incorrectly taken at Rs. 1,56-37 
lak:hs as against Rs. 51·39 lakhs and that for the period 1st 
July 1975 to 31st March 1976 at Rs. 44·88 lakhs only as 
against Rs. 1,49·86 lakhs, which were assessed at the rate of 
3 per cent and 4 per cent respectively. The tax levied was 
Rs. 6,48,650 as aga inst Rs. 7,53,633 properly leviable. Levy 
of tax on incorrect turnovers resulted in short charge of 
Rs. 1 ·05 lakbs. 

As the aforesaid tax was admittedly payable by the 
dealer, he also became liable for interest for non-payment of 
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the tax, which worked out to Rs. 1·07 lakhs for the period 
September 1976 to November 1980 (month of audit). Total 
short charge on account of tax and interest worked out !o 
Rs. 2·12 lakhs. 

The matter was reported to Government in May 1981; 
their reply is awaited (January 1982). 

(ii) In the course of audit of the Sales Tax Circle, Bareilly, 
it . was noticed (July 1977) that a firm dealing in scooters, 
scooter parts and agricultural implements, etc. was recon
stituted with effect from 1st Apri l 1974. Scrutiny in audit 
revealed that though the closing stock of Rs. 1 ·21 lakhs of 
the old firm was transferred to the reconstituted finn , it was 
not taken into account while determining the turnover of ' 
the assessee for the assessment year 1974-75. After adding 
normal profit of 10 per cent, the turnover in respect of such 
stock worked out to Rs. 1 ·32 lakhs, involving tax liability •"' 
of Rs. 11,497. 

On th is being pointed out in aud it, the assessment order 
was revised and additional demand was raised in April 
1978 and collected in August 1980. 

As the aforesaid tax was admittedly payable by the deal
er, he also became liable for payment of interest kviabk 
upto '!he date of payment of tax, which worked out to 
Rs. 14,308. 

The department stated (May 1981) that the interest for 
the aforesaid amount had been levied by passing order 
in April 1981 under the U. P. Sales Tax Act, 1948. Parti-
culars of recovery are awaited (January 1982). 

Government, to whom the matter was reported in August 
1977, confim1ed the facts (July 1981). 

(iii) Under the U. P. Sales Tax Act, 1948, cotton waste 
was taxable during the year 1974-75 at the rate of 2 per 
cent at the point of sale by the manufacturer or importer. 

... 
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lo the course of audit of the Sales T ax Circle, Kanpur, it 

was not!ced (July 1979) that while finalising in February 
1979 the assessment of a cotton mill for the year 1974-75, 
as against the d isclosed sales of cotton waste of R s. 2·88 
lakhs for the period 23rd November 1974 to 31st March 
1975 the turnover of R s. 35,87 1 only was assessed to tax. 
Sales amounting to R s. 2·52 lakhs had thus escaped assess
ment. The sales for the period prior to 23rd November 
1974 were not separately available. 

On this being poin ted out (July 19791 i11 aud it, the depart
mental au thorit ies checked the account bo:>ks of the asses
see and found (September· 1979) t;1at s1 les of cotton waste 
of R s. 5-47 lakhs for the period 1st Apri l 1974 to 3rd 'ov
ember 1974 and of R s. 3·54 lakbs for the period 4th Nov
ember 1974 to 31st March 1975, aggregating Rs. 9·01 lakhs, 
had actually escaped assessment. T he assessment wac:; re
vised accordingly in September 1979, raising an additiona l 
demand oE R s. 24 ,300 (including additional tax). The 
dealer was also liable to interest for ;ion-payment of th is 
tax which worked out to R s. 24.300 for the period June 
1975 to July 1979 (month of audi t). 

The matter was reported to Government in August 1979; 
their reply is awaited (January 1982). 

(iv) In the course of audit of the Saks Tax Circle. Agra, 
it was observed (April 1980) that as per returns filed by a 
dealer for the assessment yea r 1976-77, ourchases of 27 000 
tins of Vanaspati were made from Raja-sthan a t a va lu~ of 
Rs. 35·72 lakhs for sale on consignment basis. The: lists 
showing deta ils of consign ment, however, revea led that the 
total value of purch ases worked out <o Rs. 37·03 lakhs . 
Thus, purchases to the extent of Rs . l ·31 lakhs were omitted 
to be brought to tax. The entire stock was shown as sold 
off dur ing the year . 

The sales turnover of R s. 1·32 lakbs (worked out by 
adding to the purchase value a percentage of l ·~ on account 
of expenses and profits) thus escaped assessment resultin <T 
in short levy of tax of R s. 11,880. ~ 
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On this being pointed out in audit (April 1980), the assess
ment order was revised ra1smg additional demand of 
Rs. 11,880 which was recovered (April 1980). The delayed 
payment also invited levy of interest of Rs. 8,458 for the 
period May 1977 to 18th April 1980. The department in
timated (September 1981) that the de1ler had deposited the 
amount of interest in August/ September 1980. 

Government, to whom the matter was reported in June 
1980, confi rmed the facts (January 1982). 

2.8. Affording exceSs credits 

(i) Io !he course of audit of the Sales Tax Circle, Luck
now, it was noticed (December 1980) that a dealer of 
diesel engines had deposited on 30th March 1977 an amount 
of Rs. 11 ,002 through a treasury chalbn. This was done 
to make up for short deposits of tax credited by him through 
monthly returns for part of the assessment years 1975-76 
and 1976-77 due to application of lower rate of tax during 
July 1975 to June 1976. While finalising the assessments 
for the years 1975-76 and 1976-77 in March and May 1979 
respectively, credit for the said amount was given to h im 
twice, once in respect of the assessment year for 1975-76 
on the basis of the depositer's copy of the challan placed on 
the assessment file for 1975-76 and again for the year 1976-77 
on the basis of the departmental copy of the same challan 
(received through treasury) which was placed in the assess
ment file of the dealer for 1976-77. This resulted in short 
charge of tax of Rs. 11 ,002. 

Besides, interest on the above amount of tax admittedly 
payable by the dealer but remain ing unpaid from the due 
dates (June to November 1976) u pto the month of ~1udit 
<December 1980) amounted to Rs. 9,950. 

On this being pointed out in audit <December 1980), the 
departmen t stated (August 198 l) that the assessment order 
had since been revised in January 1981 raising additional 
demand for the aforesaid tax and interest out of which a 

• 
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.sum of R s. 2,792 had been deposited in March 1981 and 
the balance amount had been ordered on 4th April 1981 to 
be recovered in eight monthly instalments. 

The matter was reported to Government in February 
1981; their reply is awaited (January 1982). 

(ii) In the course of audit of the Sales Tax Circle, Luck
now, it was noticed (November 1980) that a dealer in machi
nery parts was assessed in March 1980 to a tax of R s. 4·99 
lakhs on his taxable turnover of R s. 62·71 lakhs for the 
assessment year 1975-76. Against this tax liability, the 
dealer waf afforded credit of R s. 4,92.288 instead of 
R s. 4,82,288 on account of admitted tax deposited by him. 
This resulted in short demand of R s. 10,000. 

On this being pointed out in audit, the department revised 
the assessment order in November 1980 raising additional 
demand of Rs. 10,000. R eport regarding recovery is 
awa ited (January 1982). 

The matter was reported to Government in January 1981; 
their reply is awaited (January 1982). 

2.9. Short charge due to application of incorrect rate and 
non-levy of additional tax 

(i) With effect from April 15, 1974, the rate of tax levi
a ble on tyres and tubes of motors, motor cycles and scooters 
was enhanced from 10 per cent to 12 per cent at the point 
of sale by the manufacturer or importer. Additional tax 
of one per cent was also leviable on turnover exceeding 
R s. 2 lakhs. 

In the course of audit of the Sales Tax Circle, Gorakh
pur, it was noticed (May 1980) that the turnover of a dealer 
in respect of ex-U. P. purchased tyres and tubes of motors 
and scooters for the year 1974-75 was determined at Rs. 4·50 
lakhs and was assessed to tax at 7 per cent in J anuary 1980. 
Non-application of the correct rate of tax of 12 per cent 
and non-levy of additional tax of one per cent on account 
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of turnover exceeding Rs. 2 lakhs resulted in short a&sess
rnent of tax of Rs. 27,000. 

On lhis being pointed out in audit Clune L980). the depart
ment intimated (March L981) that the ~ssessment order had 
been revised raising additiona l demand of Rs. 27,000. Parti
culars of recovery are awaited (January J 982). 

Government, to whom the matter was reported in June 
1980, confirmed the factual position 1/\ugust I 981). 

(ii) Further, with effect from 1st April 1976. spices :rnd 
condiments are taxable at the rate of 6 per cent at the 
point of sale by the manufacturer or importer. Addition
a l tax of one per cent is also leviable on turnover exceed
ing Rs. 2 lakhs. 

In the course of aud it of the Sales Tax Circle, Gorakh
pur, it was noticed (August 1979) tha t in his returns a 
dealer, inter alia, disclosed a turnover of oilseeds of 
R s. 6-03 lakhs for the year L 976-77. The assessing offi
cer determined this turnover a t Rs. 6·50 lakhs on best 
judgment basis and assessed tax thereon at 4 per cent in 
April 1978. However, a scrutiny in audit of the lists of 
items furnished by the dealer revea led that goods of the 
value of Rs. 3· 16 lakhs fell in the category of spices and 
condim: nts and n:lt in C1at of oilseeds and were liable to 
tax at the rate of 6 per cent. These goods were also liable 
to additional tax of one per cent in view of the turnover 
~xce::ding Rs. 2 lakhs. 

On this being pointed out in audit (September 1979), 
the department revised the assessment order in October 
1979, determining the turnover of spices and condimen ts 
at Rs. 3·46 lakhs and raised addit ional demands of 
R s. 10,380 by way of tax and of Rs. 5,940 by way of 
interest due for the period February-May 1977 to August 
1979. 

A sum of Rs. 9,607 had been recovered and for the re
covery of the balance amount of tax and interest it was 

... 
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s tated (August 198 L) by the department tha t the dealer 
had obtained stay order till decis ion of the second appeal. 

Government, to whom the matter was reported in Sep
tember 1979, endorsed (D ecember 1981) the departmen t's 
reply of August 1981. 

2.10. Non-levy of additional tax 

(i) Under the U. P. Sales Tax Act, 1948, if a dealer's 
turnover during an assessment year exceeded rupees two 
lakhs, he was l iable to pay, besides normal tax, an add i
ti onal tax on his taxable turnover a t one per cent with 
effect from November 4, 1974. After 4th D ecember 1979, 
additional tax is leviable on taxable turnover without any 
limitation on turnover. 

If the tax payable by a dea ler on adm itted turnover is 
not deposited within the prescribed time, simple interest 
at the ra te of 2 per cen t for every month or part thereof 
shall become due and be payable on the un pa id amount. 

In the course of aud it of a Sa les Tax Circle, Allahabad, 
it was noticed (September 1980) that addi tional ta x was 
not levied on the disclosed taxab le turnover (a) of Rs. 5 I ·04 
lakhs for the year 1976-77 on a dealer of medicine and 
(b) of R s. 24·52 lakhs for 1975-76 on a dealer of food
grains. T his resul ted in total under-assessment of tax of 
Rs. 0·76 lakh. 

On this being pointed out in audit (September J 980) , 
the assessment order in respect of the dealer in med ic ine 
was revised by the department in July 1981 raising an 
additional demand of R s. 51 ,040. The dea ler while ad
mitting the add itiona l tax liability pointed ou t tha t he had 
already deposited th is tax at the time of submit ting his 
periodical returns. A sum of Rs. 49,032. 15 w;1ich in fact 
had been deposited earlier was accord ingly ad justed: re
port of recovery of the balance amount oi Rs. ·2,007·85 
along with the in terest thereon is awaited (January 1gs21. 
T he <!ther dealer in foodgra ins had gone in appeal in March 
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1980 against the original assessment order and the appellate 
authority remanded the case for fresh assessment in Novem
ber 198 l. Further developments are awaited (January 
1982). 

The cases were reported to Government in November 
1980; their reply is awaited (January 1982). 

(ii) In the case of goods declared to be of special import
ance in inter-Sta te trade or commerce under section 14 of 
the Central Sales T ax Act, 1956, the maximum State rate 
of tax permissible under section 15 of the Act ibid was 3 
per cent upto 30th June 1975 and 4 per cent thereafter. 

Under the U. P. Sales T ax Act, 1948, additional tax at 
the ra te of one per cent was leviable on declared goods also 
upto 3 J st October 1978, if the turnover of the dealer ex
ceeded Rs. 2 lakhs. H owever , the rate of tax together wi th 
the rate of additional tax was not to exceed the aforesaid 
perm issible maximum ra te of 3' per cent or 4 per cent. 

Oilseed is a declared commodity to be of special import
ance in the course of inter-State trade or commerce. Dur
ing the year 1975-76, the State rate of tax thereon was 
3 per cent a t first purchase upto 4th April 1975, one per 
cent a t first purchase from 5th April 1975 to 1st October 
1975 and 4 per cent on sale lo consumer from 2nd October 
1975. 

In the course of audit of the Sales Tax Circle, 'Agra , in 
January 1981 , it was noticed that the turnover of the first 
purchases of oilseeds of R s. 10·64 lakhs of a dealer for the 
peri od 5th April 1975 to 1st October 1975 was assessed to 
tax in December 1979 at the rate of one per cen t only. 
Since the rate of tax together with the rate of additional tax 
during the period 5th April 1975 to 1st October 1975, work
ing out to 2 per cent, was below the aforesaid permissible 
maximum rates of 3 per cent and 4 per cent and the turn
over of the assessee was more than Rs. 2 lakhs, additional 
ta x at one per cent was also Jeviable on him. but this was 

; 
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not charged. This resulted in short charge of tax of 
Rs. 10,636. 

As the aforesaid tax was admittedly payable by the dealer, 
he became liable also for interest for non-payment of this 
tax, which worked out to R s. 13,401 for the period Novem
ber 1975 to January 1981 (month of audi t}. 

Total short charge on account of tax and interest, thus, 
worked out to R s. 24,037 . 

... 
The matter was reported to Governmen t in March 1981; 

their reply is awaited (January 1982). 

2.11. Incorrect classification of goods 

(i) Polythene I Hessian laminated bags treated as jute goods 

Under the U. P. Sales Tax Act, 1948. the turnover in res
pect of goods other than those specified by any notification 
was taxable at 3! per cent at all points of sale. upto 30th 
November 1973. By an amendment to the Act. unclassi
fied go::>ds not separately notified were made taxable at the 
rate of 7 per cent at the point of sale by the manufacturer 
or importer, with effect from 1st December 1973. 

Tn the course of audit of two Sales Tax Circles at G::>rakh
pur and Hathras in April and October 1980, it was noticed 
that (a) disclosed turnover of a dealer of Gorakhpur for 
self-manufactured jute laminated polythene bags valued at 
Rs. 3·70 lakhs for 1976-77 and (b) disclosed turnover of a 
dealer of Hathras for self-manufactured laminated hessian 
bags valued at R s. 7·54 lakhs for 1975-76 and 1976-77, 
were assessed to tax at 3 per cent u pto 1st October 1975 and 
4 per cent thereafter, treating the goods as falling under the 
entry, 'Ju le and Hemp goods'. Laminated bags are a 
different commercial commodity and would fall in the cate
gory of unclassified items in the absence of any specifica
tion of these goods in any notification. The above goods 
were thus, taxable at the rate of 7 per cent. Incorrect 
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classification resulted in under-assessment of tax by 
Rs. 34,260. 

On this being pointed out in audit (October 1980), the 
department s tated (December 198 I) t hat the assessment 
orders had been revised in F ebruary I July 1981 raising 
additional demands of Rs. 23,155 and Rs. J 1.105 against 
the Hath ras and Gorakhpur dea lers, respectively. Parti
culars of recovery are awaited (January 1982). 

Government, to wbom the matter .was reported in M ay 
and D ecember 1980, endorsed the ref!y of the department 
(January 1982). 

(ii) Polythene bags ( containers) treated as unclassified 
goods 

Under the U. P . Sales Tax Act, 1948, wares and con
ta iners made of plastic were made taxable at the ra te of 
7 per cent at the point of sale by the manufacturer or im
porter with effect from l 5th November 197 1. 

I t was judicially held by one High Court in 1976 that 
polythene material came under the broad head of plastic. 
A nother High Court held in JaI\uary 1977 that polythene 
bags were containers. 

In the course of audit of the Sales T ax Circle, Varanasi, 
h wais noticed (September 1979) th at assessments of a dea ler 
for sales of self-manufactu red polythene bags of R s. 8·00 
lakhs for the period 15th November 197l to 31st March 
1973 were fi nalised in October 1978, levying tax at 3-} per 
cent as applicable to unclassified items. Misclassifica·~ion 
of goods resulted in short charge of sales tax of R s. 28,000. 

Further, the turnover as per returns submitted by the 
dealer was Rs. l ·73 lakhs and he was liable to pay R s. 6,295 
as interest accruing on the tax of Rs. 6,053 payable on the 
above turnover for the period June 1975 to September 1979 
(month of audit). 
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On this being pointed out in audit (October 1979), the 
depa rtment intimated (December 1980 and July 1981) that 
the assessment orders h ad since been revised raising an 
additional demand of tax and interest amounting to 
Rs. 34,295 for which recovery certi fi cates had been issued 
to the concerned Collector. 

Government, to whom the matter was reported in Octo
ber 1979, confirmed the facts and stated (August 198 ]) that 
the recovery of the tax and interest would be watched. 

(iii) Iron goods taxed as 'iron and steel' 

'·Tron and Steel" comprising forms as mentioned in sec
tion 14 of th e Central Sales Tax Act. 1956, is a declared 
commodity by virtue of which the State rate of tax on the 
same was subject to a maximum of 3 per cent up~o 30th 
Ju ne 1975 and 4 per cent thereafter. The State rate of tax 
was ra ised from 3 per cent to 4 per cent wi th effect from 
2nd Oc;ober 1975. Separately. with effect from 1st D ecem
ber 1973, iron or steel goods not included under any other 
notificai ion were included under the category "Mill stares 
and hardwares" which became taxable with effect from 1st 
December 1973 at the rate of 7 per cent at the point of sale 
by the manufacturer or importer. 

In th e course of audit of tbe Sales Tax Circle, Kanpur. 
i t was noticed (February 1980) that in the case of a dealer 
the turn over of Rs.1 0·30 lakhs for the yea r 1975-76 on 

I account of sales of iron goods like tip boot full heel. tip 
boot toe, tip nails spoons, etc., was assessed to tax in M ay 
1978 at the rate of 3 per cent upto 1st October 1975 and 
at 4 per cent thereafter, treating the goods as fa lling under 
the category of "Iron and Steel". 

The aforesaid goods were not included in the list of items 
compris ing " Iron and Steel" under section 14 of the Central 
Sales T ax Act and as these were not covered by any other 
notifica tion too, these were liable to tax at the rate of 7 per 
cent applicable to "Mill stores and hardwares". Incorrect 
classifi cation of goods resulted in short charge of Rs. 33,394. 
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On this being pointed out in audit in April 1980, the 
department stated in April 1981 that the assessment order 
had been revised in February 1981 raising additional demand 
of Rs. 33,394. Particulars of recovery are awaited (Janu
a ry 1982). 

The matter was reported to Government in April 1980; 
their reply is awaited (January 1982). 

(iv) 'Mill board' classified as "paper" 

For the purpose of assessment for the years 1976-77 and 
1977-78, the rate of tax for 'paper of all kinds' was 5 per 
cent at the point of sale by the manufacturer or importer, 
while the rate of tax for unclassified item was 7 per cent. 

In the course of audit of the Sales Tax Circle. Muzaffar
nagar, it was noticed (November 1980) that a dealer had 
disclosed h is sales of mill board at R s. 4·67 lakhs for the 
yea r 197 6-77 and at Rs. 4·91 lakhs for the year 1977-78. 
T hese were assessed to tax in September 1978 and Apr il 
1979 respectively at the rate of 5 per cent, treating the mill 
boa rd as 'Paper of all kinds' . 

Mill board as a commercial commodity could not be 
classified as paper and as it is not covered by any other 
specified category too, it was to be charged as an 'unclas i
fi ed item' at the rate of 7 per cent. Incorrect classificntion 
of the commodity resulted in short charge of tax of 
Rs. 19,157. 

As the aforesa id tax was admittedly payable by the 
dealer, he also became liable for interest for non-payment 
of this tax and ·the amount of such interest worked out to 
Rs. 14,ll9 for the period May 1977 to November 1980 
(month of audit). 

On this being pointed out in audit (January 1981), the 
department intimated (April 1981) tha t the assessment orders 
had since been revised raising additional demand for the 
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aforesaid tax. R eport of recovery is awaited <J anuary 
1982). 

The matter was reported to Government in January 
1981; their reply is awaited (January 1982). 

(v) 'Cellophane' treated as "paper" 

In the course of audit of the Sales Tax Circle, Varanasi, 
it was noticed (June 1980) that tax on the sales of cello
phane (tra nsparent m aterial) amoull'ting to Rs. 6,03,610 of 
a dealer, for the assessment year 1975-76, was levied 
(August 1979) at the rate of 5 per cent applicable to 'paper 
of all kinds'. 

Cellopha ne not being a paper and also not being covered 
by a ny other specified categories, it was to be taxed as a n 
unclPssified item at the rate of 7 per cent. Incorrect classi
fication of the commodity resulted in short levy of tax of 
R s. 12,072. 

On this being poin1ed out in audit (July 1980), the depart
ment revised th e assessm ent order in August 1980 raising 
an additiona l demand of R s. 12,072. D e!a ils of recovery 
are awaited (January 1982). 

The matter was reported to Government in July 1980; 
their reply is awaited (January 1982). 

2.12. Non-imposition of penalty 

Under the U. P. Sales T ax Act, 1948, every dealer with 
a turnover exceeding R s. 2 lakhs is required to submit re
turns of his turnover each month before the expiry of the 
next succeeding month. The dealer is a lso requi red to 
deposit tax due before furnish ing the return or along with 
the return. The assessing authority may in its discretion, 
for reasons lo be recorded , h owever, extend the d a te for 
submission of the return. If the assessing authority is 
sat isfied that a ny dealer has, without reasonable cause, 
fai led to furnish the return of his turnover or to furnish it 
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within the time allowed, he may, after such enquiry, if any, 
as he may deem necessary, direct that such dealer sha ll pay, 
by way of penalty, in addition to t:1e tax payable by him a 
sum not less than 10 per cent but not exceeding 25 per cent 
of the tax due, if the tax due is up to R s. 10,000 and 50 per 
cent of the tax due, if the tax due is above R s. 10,000. 

In th e course of audit .of the Sales T ax Circle, Ghaziabad , 
1t was noticed (June 1980) that during the year 1976-77 a 
dealer did not file 'the returns of his turnover I deposit the 
tax du e within the prescribed period for seven months. 
The extension of da te for subm ission of returns was neither 
applied for by the dealer no r an.owed b y the assessing 
a uth ;)rity. The dealer was, therefore, liable to pay penalty 
at the aforesaid prescribed rates for the levy of wh ich no 
action had, h owever, been init iated. 

O n t:1is being pointed out in aud it (July 1980). the depart
ment imoosed penalty of R s. 18.272 in D ecember 1980. 
R eport regard ing recovery is awa ited (Jan uary 1982). 

The matter was reported to Governm ent in August 1981 ; 
their reply is awa ited (January 1982). 

2.13. Arithmetical mistakes in computation of tax 

(a) In the course of audit of the Sales T ax Circle, V ara
nasi, it was noticed (Aoril 1980) tha t in D ecember 1979. 
a dealer's admitted taxable turnover of R s. 16·55 lakhs for " 
the yea r 1975-76 was assessed to tax a t different rates levi-
able on different commodities comprising the turnover, and 
a ddi tional tax of R s. 13,838 on the turnover was a lso asses- , 
sed . W hil e the tota l of a ll items of tax leviable worked 
out to R s.60.495, the same was worked out as R s. 46,657 
o mitting the figu re of addi tional tax of R s. 13,838 from the 
g rand total. This resulted in short levy of tax of R s. 13,838. 

A s the aforesaid amount of additional tax was adm itted
ly p:1 yable by the d ealer, he beca me liable also for interest 
for lion-payment of tax. The am ount leviable on account 
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of interest upto the month of audit (April 1980) worked out 
to Rs. 13,284. 

The ma tter was repo: ted to Government in June 1980; 
their reply is awaited (January 1982). 

(b) In the course of audit of the Sales Tax Circle, Agra, 
it was noticed (October 1980) that a dealer in footwear was, 
inter alia, assessed to tax on his determined inter-State sales 
turnover of Rs. 2·35 lakhs for the assessment year 1974-75, 
by apply!ng the rate of 10 per cent leviable in the case (as 
the sa les were not covered by the prescribed declarations). 
However, due to a mistake in calculation, tax was worked 
out as Rs. 2,354 instead of Rs. 23,536. This resulted in 
under-assessment of tax of Rs. 21,182. 

On this being pointed out in audit, the department stated 
(October 1981) that the assessment had been revised in 
October 1980 raising an addi tional demand of Rs. 21,182. 
Particulars of recovery are awaited (January 1982). 

G overnment, to whom the matter was reported in Novem
ber 1980, confirmed the facts (D~cember 198 L). 

2.14. Non-adjustment of outstanding dues before allowing 
a refund 

Under the U. P . Sales T ax Act, 1948, amount of tax or 
other dues refundable to a dealer shall first be adj usted 
towards the tax or any other amount outstand ing aga inst 
the dealer under this Act or under the Central Sales Tax 
Act, 1956 and only the balance, if any. sha ll be refunded. 

In the cburse of aud it of the Sales Tax Circle, Kanpur, 
it was noticed (December 1980) that the assessment of a 
dealer of sewing machines, fans, etc., for the year 1973-74 
was made in November 1977 on best judgment basis deter
mining a turnover of R s. 50 lakhs against the d isclosed 
turnover of R s. 42·59 lakhs. The dealer deposited 
R s. 3,20,712 and went in appeal against this assessment 
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order. In appeal, however, the deale('S disclosed turnover 
was accepted with a tax liability of Rs. 3,13,456. 

A scrutiny of the records revealed that actually the afore
said admitted tax was to be deposited in full by 31st August 
1975, against which the dealer deposited only Rs. 2,76,968 
within the prescribed time. The balance amounts of 
Rs. 21,000 and of Rs. 15,488 were deposited in January and 
March 1978, respectively. Thus, the dealer became liable 
for payment of interest of Rs. 23,972 for the period June 
1975 to March 1978 for the belated payment of the balance 
'of the tax due. However, while allowing the refund the 
recovery of interest which had already become due was not 
taken into account. 

On this being pointed out in audit (March 1981), the 
department recovered R s. 23 ,972 (May 1981 ). 

Government, to whom the matter was reported in March 
1981, confirmed the facts (December 1981). 

T AX ON SALE OF MOTOR SPIRITS AND LUBRICANTS 

2.15. Non-levy of tax at the point of first purchase of ako· 
hol in the State 

Under the U. P. Sales of Motor Spirit and Diesel Oil 
Taxation Act, 1939, as amended in 1974 and 1975, tax is 
levied on the first sale of alcohol 1n the State at the rate of 
40 paise per litre with effect from 2nd May 1974. It was 
held by the High Court of Judicature at Allahabad in July ' 
1975 that the above amendments to the Act were unconsti
tutional and the amounts recovered from the parties con-
cerned should be refunded. Thereafter, the Act was ~ 
amended in 1976, p roviding for levy of tax with retrospec-
tive effect from 2nd May 1974 at the p::>int of first purchase 
of alcohol in the State, at the rate of 40 paise per litre for 
the first million li tres and at the rate of 20 paise per litre 
for the remaining quantity, payable by the purchaser, and 
the same was to be collected and paid in the prescribed 
manner to the State Government. 
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In the course of audit of a d istillery at Modinagar (dis
tr ict Ghaziabad), it was noticed (December 1976) that vari
ous dealers purchased from the distillery 4·6 t lakh bulk 
litres of rectified spirit between May 1974 and March 1976 
and 1.90 lakh bulk litres of ordinary denatured spirit 
between August 1975 and March 1976. The distillery had 
realised tax amounting to Rs. 2-48 lakhs on sales of recti
fied spirit and ordinary denatured spirit between May 1974 
and July I August 1975 from the purchasers and had depo
sited the same into the treasury, but an amount of Rs. 1·27 
lakhs collected as sales tax from different parties for the 
period August 1975 to 18th April 1976 was retained by the 
distillery which also asked (August 1975) for refund of the 
amount of Rs. 2·48 lakhs already deposited, on grounds 
of the decisions of the H igh Court. 

The department, however, had not raised (till May 1978) 
the demand of purchase tax of Rs. 1 ·27 lakhs under the Act 
as amended in 1976. 

Government, 1o whom the matter was reported in Janu
ary 1977, stated (June 1981) that of the total tax of Rs. 4·12 
lakhs due on purchases of 4·61, 4· 12 and 1 ·56 lakh bulk 
litres of rectified spirit, ordinary denatured spi rit and special 
denatured spiri t, respectively, from the d istillery between 
M ay 1974 and March 1976, a sum of Rs. 2·48 lakhs earlier 
deposited as sales tax would be adjusted and that orders 

f for lh~ recovery of Rs. 1.64 lakhs had been issued. 

,. 



CHAPTER 3 

EXOSE DEPARTMENT 

STATE 'EXCISE! 

3.1. Results of test audit in general 

During the year 1980-81, test audit of the accounts records 
of the State Excise Offices revealed non-levy/short levy of 
duties and fees to the extent qf Rs. 23 .58 lakhs, broadly 
categ\)rised as under : 

Number Amount 
of (111 lakhs 

items of rupees) 

1. Non-collection/short collection of 60 12.56 
licence fee 

2. Non-levy/shot t levy of duty on 32 6.64 
wastage of spirit 

3. Non-collection of auction money 2.36 
in respect of country spirit shops 

4. Miscellaneous 105 2.02 

Total 198 23.58 

A few important cases a re mentioned m the following 
paragraphs. 

3.2. Non-recovery of licence fee 
Under the U. P. Excise Act, 1910 and the Rules made 

thereunder, licence fee for the retail vend of country spirit 
under the auction system is fixed by public auction. The 
Rules, inter alia, provide that (a) no person shall be a llowed 
to bid at the a uction sale of a district other than that in 
which he permanently resides unless he produces a solvency 
certificate granted by the Tahsildar of the tahsi/ in which 
he resides. When the bid of a person of another district 
is accepted without such a certificate, the officer conduct
ing the auction is to record reasons for adopting this course, 
(b) where the shops are auctioned in favour of a group of 
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oersons they should be allotted to a ll the joint bidders in
~olved in the successful bid, as they are jointly and seve
rally responsible for the fulfilment of the contract, and 
(c) a sum equal to one-sixth of the annual licence fee 
is to be paid by the successful bidder on the conclusion 
of the auction and the balance in ten monthly instal
ments. In case default in payment of licence fee 
threatens to equal or exceed the advance deposit, the licence 
is required to be cancelled and the shops re-auctioned a t 
the risk and cost of the contractor and the loss, if any, is 
recoverable from the defaulter through a civil suit. 

(i) In the course of audit of the District Excise Office, 
Varanasi, it was noticed (April 1980) that licences for 22 
country spirit shops for the year 1978-79 were settled in 
two groups- Misirpokbra group of ten shops (Misirpokhra, 
Kamachha, Golgadda, Lohatia, Cheta ipur, Sarai Naka, 
R amnagar, Shiva Dasspur, Tarapur and Bachah) and Nakhas 
group of twelve shops (Kundigarh Tola. Nakhas, Sara i 
Gobardhan, Dilhorimohal, Shivapur, Harhna, Damodarpur, 
Kuraota, Hukulganj, Ashapur Parao and Rajabazar). The 
ftrs t group of shops was settled on the highest bid of 
Rs. 39. 15 lakhs offered jointly by six persons, three of whom 
belonged to Agra, one to Basti and two to Lucknow. The 
second group of shops was settled on the highest bid of 

~ Rs. 49.20 lakhs offered jointly by six persons, four of whom 
belonged lo Lucknow and one each to Basti and Agra. 

All the bidders in both the groups of shops were fro m 
outside Varanasi district. But no solvency certificates were 
obtained from the bidders of the Misirpokhra group of 
shops. No reasons for allowing them to bid at the auction 
without producing requisite documents were also on record. 

As regards the bidders of Nakhas group. one person of 
Basti district had furnished a solvency certificate for R s. 11 .70 
lakhs, two persons of Lucknow had furnished solvency certi
ficates for R s. 5 lakhs each, one person of Agra had 
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furnished solvency certificate for Rs. 0 .50 lakh and the re
maining two bad not furnished any such certificates. The 
said certificates obtained from them were insufficient to 
cover the risk. According to the E xcise Commissioner's 
instructions, solvency certificates for half the amount of 
accepted bid should have been obtained. 

After the settlement of the shops, the advance licence fee, 
i.e. one-sixth of the bid money payable in lump sum on the 
da te of settlement was paid in 55 days in thirteen instalments 
in respect of Misirpokhra group and in 54 days in fourteen 
instalments in respect of Nakhas group. 

The five-sixth of the bid was payable in 10 monthly instal
ments payable in full on the 1st of each successive month 
starting from April. M onthly instalments were, however, 
paid piecemeal each month on 7 to 19 occasions in respect 
of Misirpokhra group and 6 to 19 occasions in case of Nakhas 
group. 

The default in payment of monthly licence fee in both the 
groups of shops exceeded the advance deposit in August 
1978. The department, however, took no action to cancel 
the licences and re-auction t11e shops as req uired under the 
Rules. The shops were run by the licensees till the end of 
the year but licence fee to the tune of Rs. 4,99,280 in respect 
of the said groups of shops remained pending (April 1980). 

The department issued recovery certificates to the Collec
tors, Agra, Basti and Lucknow in April 1979. The recovery 
certi ficates against the licensees of district Agra, of M isir
pokhra group of shops and tha t in respect of the licensee of 
district Basti who had furnished solvency certificate for 
Rs. 11. 70 Jakhs of Nakhas group of shops were returned by 
the Coll ectors, Agra and Basti, in June and July 1979, res
pectively, stating that neither the defaulters resided nor did 
they possess any movable or immovable property in their 
names a t the given addresses. The reply from the Collector , 
L ucknow, is awaited (January 1982). 
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The sale of licences in respect of 22 country liquor shops 
for the year J 978-79 without obtaining solvency certificates 
and verifying financial standing of the parties concerned and 
non-enforcement of the rules on the default of the l icensees 
to pay the instalments of licence fee resulted in non-recovery 
of licence fee to the tune of Rs. 4,99 ,280 (Rs. 2, I 4,630 in 
respect of Misirpokhra group and Rs. 2,84,650 in respect of 
Nakhas group of shops). 

The matter was reported to Government in November 1980: 
their reply is awaited (January 1982). 

(ii) Jn the course of audit of the District Excise Office, 
Faizabad, in March 198 I, it was noticed that 15 country 
spirit shops a t Chowk, Rakabgaoj , Bhupatpur, Jalalabad, 
Darshaonagar, Ranibazar, Balda, Begamganj , Deokali, Fateh
ganj, Naka, Raiganj, Saadatganj, Sahabganj and Maudaha 
were auctioned for the year 1976-77 on 25th March 1976 in 
one group and were settled on the highest bid of R s. 16.7 1 
Jakhs which was offored jointly by a group of 8 persons. Out 
of these persons involved in the successful bid, six belonged 
to Ballia, one to Jaunpur and one to Azamgarh. The sol
vency certifica te was obtained only from one bidder from 
Ballia though all the eight were allowed to bid. No rea
sons for allowing them to participate in the auction without 
furn ishing the requisite documents were on record. Solvency 
certificate furnished by the said bidder was fo r R s. 7.50 Jakhs 
only which was not sufficient to cover the r isk. The reasons 
for acceptance of thi s solvency certificate which was for 
insufficient amount were also not on record. 

All the joint bidders involved in the successful bid were 
jointly and severally responsible for the fulfilment of the 
contract. However, in the licence register maintained by the 
department, the name of only one of the eight joint bidders 
belonging to district BaUia who had furnished solvency cer ti
ficate for insufficient amount of Rs. 7·50 lakhs was recorded. 

After the auction, the total licence fee of the group was 
apport ioned by the District Excise Officer among its consti-

• 
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tuent shops. The advance licence fee, being one-sixth of the 
auction money payable on the date of settl ement, was paid 
during the period 30th March 1976 to 28th April 1976. The 
month ly insta lments of licence fee payable on the 1st of 
each month beginning from April were also pa i.d late. The 
defa ul t in payment of monthly licence fee in respect of six 
(out of the fifteen shops of the group) at R akabganj, Jaial
abad. Bhupatpur. Darshan nagar, C howk and R anibazar 
started from April 1976 a nd exceeded the advance licence 
fee on 1st June 1976. The department, however, took no 
action to cancel the licence and re-auct ion the shops as 
req uired under the Rules. The shops were run by the 
l icensee for the full year, i.e. upto March 1977. However, 
licence fee to the tune of R s. 1,59,707 remained to be reco
vered a t the end of the year in respect of six shops at R akab
ganj , Ja lalabacl, Bhupatpur, Darshannagar, Chowk and 
Ranibazar. 

The departmen t issued recovery certificate against only one 
licensee mentioned above to the Collector, Ballia, on 
30-8-1 977. No reply had been rece ived till the date of 
audi t (March 1981 ). In October 198 1, the department 
intimated tlfa t recovery certifica tes had been issued against 
th e remaining seven b idders al so and efforts were being 
made to recover the dues from them. 

The sale of licences of 15 country spiri t shops for the 
year 1976-77, without tnk ing into consideration the finan
cial standing of the parties and non-enforcement of the 
rules on defaul t of l icensee to pay the licence fee, resulted 
in non-recovery o f licence fee to the tune of R s. 1,59,707. 

The matter was reported to Government in M ay 198 1; 
their reply is awaited (Janua ry 1982) . 

(iii) Jn the course of aud it of the District Excise Office, 
Saharanpur, it was noticed (May 198 1) that th ree country 
spirit shops of C hhutmalpur, Beha t and Dha npura were 
auctioned individually for the year 1978-79 and settled on 
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the highest bids of R s. 5.10 lakhs, R s. 5 la khs a nd R s. 2.75 
lakhs respectively. The highest bidder in respect of ~he 

first two shops was a person from Agra district who had 
furnished a solvency certificate from the Collector, Agra. 
In the case of the thi rd shop, the highest bid was offered 
by the same person of Agra along with another person 
whose address was not on record. The licensee/licensees 
started running the shops but defaulted every month in 

· t imely payment of the monthl y licence fee. By June 1978 
the default exceeded the two mont hs' adva nce deposits in 
respect of all the three shops. The depa rtment. however, 
did not issue notices either foi: payment of monthly licence 
fee due or for ca ncell a tion of licences and re-auction of 
the shops, as provided in the Rules. A t the end of the 
year, one month's (J anuary 1979) licence fee in respect of 
each of the first two shops amounting to Rs. 42,500 and 
R s. 41 ,600 respect ively, and R s. 35,800 (over one and a 
half mon ths' fee) for the third shop remained unpa id. 

R ecovery certificates were issued in August 1979 to the 
Collector, Agra, who intimated in June 1980 that the 
defaulter had sold all his movable and immovable property 
in November a nd December 1979 and shifted out of Agra. 
Hence no recovery could be effected. The department had 
not issued recovery certificate against the co-licensee of the 
third shop for wa nt of bis address. Thus, delay in action 
on the part of the department resulted in non-recovery of 
licence fee of R s. J, 19,900. 

Government, to whom the matter was reported in July 
198 1, confirmed the above facts in October 1981. 

3.3. Non-levy of duty on storage ·wastage of spiced spirit 

Under the U. P. Excise Act, 1910, a nd the R ules framed 
thereunder. free allowance is adm issible for the actual loss 
of pla in and spiced spirit (excluding bottled spirit) stored in 
a disti llery during a calendar month subject to a maximum 
of 0.7 per cent. If the total wastage on any kind of spirit 
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does not exceed l.5 per cent, duty is to be charged on 
the net wastage in excess of the free allowance. But if 
the to ta l wastage exceeds 1.5 per cent, duty is to be charged 
on the whole wastage without any free allowance on 
(i) plain spirit, at the highest rate of duty leviable on coun
try spiri t and on (ii) spiced spirit, at the rate of duty levi
able on such spirit. 

The plain spirit is high strength spirit a nd unfit for 
huma n consumption while the spiced spirit is potable and 
its strength is prescribed by Governrnent-25 per cent by 
volume in 1978-79 and 36 per cent by volume from April 
1979. 

Jn the course of audit of the accoun1s of a distillery at 
Nawabganj (district Gonda), it was noticed (October 1980) 
that the monthly storage wastage of spiced spirit ranged 
between 2.2 and 7.3 per cent of the total qua ntity of the spiced 
sp irit stored during September to November 1978, F ebru
ary and May 1979 and January, February, June and July 
1980. As the wastage exceeded the limit of 1.5 per cent, 
n9 free a llowance was admissible and duty was chargeable 
on the spiced spirit at the rate levia ble on such spirit. 
However, though the department had taken the position of 
stock of plain and spiced spi_rit separately, it had combined 
both kinds of spirit for working out the percentage of 
ad missible storage wastage which (by doing so) fell within 
the permissible limit of 0.7 per cent. Non-application of 
wastage limits separately for the two kinds of spirits result
ed in non-levy of duty on 8,000.5 Jitres of alcohol repre
senting wastage of spiced spirit during the above mention
ed mo nths. The excise duty leviable worked o ut to 
Rs. 1.96 Iakhs (at the rate of R s. 32 per litre of alcohol 
on wastage of 1,821.l litres of alcohol and a t the rate of 
R s. 22.22 per litre of alcohol on wastage of 6, 179.4 litres 
of alcohol). 

The matter was reported to the department/Government 
in November 1980. In this regard the department has 
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communicated to Government that for want of explicit 
orders, wastage allowance is being worked out by taking 
together the stock of the two types of spirit and the recovery 
as pointed out by Audit will be possible only at that stage 
when it is specifically provided in the rules that wastage 
a llowance should be computed separately for each type of 
spirit. The department's contention is not acceptable. 
The two kinds of spirit are different in nature and separate 
rates of duty are prescribed under the rules as mentioned 
in sub-para J. 

Government's reply is still awaited (January 1982). 

3.4. Non-levy of duty on loss of spiced spirit and defence 
rum in transit under bond 

Under the U. P. Excise Act, J 910, and the Rules framed 
thereunder, an allowance for the actual loss in transit, by 
leakage, evaporation or other unavoidable causes, of spirit 
transported or exported under bond in wooden casks or 
metal vessels is admissible upto a maximum of 0.5 per 
cent of the quantity of spirit contained in each wooden 
cask or metal vessel comprised in a consignment, despatch
ed from the distillery. If the wastage exceeds the allowable 
limit, the officer in-charge of the distillery is required to 
obtain the explanation of the distiller or the person exe
cuting the bond and forward the same, together with a full 
report of the circumstances, to the higher departmel'ltal 
a uthorities as prescribed. There is no provision in the 
Rules for gra nt of allowance for any loss of spiri t trans
ported in bottles in which the products are ultimately sold . 

(i) lt was noticed in the course of audit of a distillery 
at Unnao (November 1980) that duri ng the period October 
1978 to July 1980: <a) a total loss of 393.9 alcoholic litres 
of spirit, constituting 3.29 per cent of the total quantity 
transported, occurred in '20 consignments sent in metal drums, 
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o ut of wh ich 334. l alcoholic l itres of spirit was in excess or 
a llowable percentage; and (b) a loss of 563.6 alcoholic litres 
of spirit, constituting 1 .49 per cent of total quanti ty trans
ported , occurred in 55 consignments in glass bottles, for 
which no allowance was adm issible. 

However, the officer in-charge of the distillery had not 
taken any action for sending a report of the wastages of 
spi rit to the appropria te au thority. Th is resulted in non
levy o f du ty to the extent of R s. 21,603 (at the rate of 
R s. 32 per litre of alcohol on wastage of 169.3 litres of 
alcohol during the period October 1978 to M arch 1979 and 
a t the ra te of Rs. 22.22 per li tre of alcohol on wastage of 
728.4 li tres of alcohol during the period A pri l 1979 to July 
1980). 

On this being pointed out in audit (Novemb.er 1980), the 
officer in-charge stated that the statement of excess wastage 
of spirit would _be sent to the competent authority. 

The Excise Commissioner, Uttar Pradesh, intimated in 
June 1981 that the duty of R s. 21,603 had been levied . 

Government, to whom the matter was reported in Janu
ary 198 1, confirmed the above facts (J uly 198 1). 

(ii) I n . another case of a d istillery at Unnao, it was 
noticed (November J 980) that during the period October 
1978 to September 1980, a loss of 487.7 a lcoholic litres of 
spirit occurred in 4 .1 consignments of defence ru m tra nsport
ed under bond to the various Canteen Stores Department in 
the Sta te in glass bottles. The offi cer in-charge of the 
d isti llery bad not taken any action for send ing any report 
of the wastages of spirit to the appropriate authorities. This 
resu lted in non-levy of duty of R s. 16,335 (at the rate of 
Rs. 41.25 per lit re of alcohol on wastage of 151.5 litres of 
alcohol during the period October 1978 to Ma rch 1979 and 
a t the rate of Rs. 30 per litre of alcohol on wastage of 336.2 
litres of alcohol during the period Ma y 1979 to May 1980). 

• 
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When the matter was taken up in audit (November 1980), 
the officer in-charge sent a statement in respect of the above 
wastages of spirit to the distillers on 25th February 1981 for 
furnishing their explanations. 

The Excise Commissioner, Uttar Pradesh, intimated in 
June I 981 that the duly of R s. 16,335 had been levied. 

Government, to whom the matter was reported in Janu
ary 1981 , confirmed the above facts (July 1981 ). 

3.5. Non-levy of duty on country spirit exported outside 
Uttar Pradesh 

Under the U. P. Excise Act, 19 10, and the Rules framed 
thereunder, duty of R s. 1.75 per li tre of alcohol should be 

~ levied on country spirit exported to any part of India out
side Uttar Pradesh, from any distillery or bonded warehouse 
in Uttar Pradesh, before a pass covering any consignment of 
spirit for export is issued. The Rul es further require that 
an application for issue of spirit for such purpose should. 
inter alia, be accompanied by a treasury receipt in proof of 
payment of tl1e export duty. 

In the course of audit of a distillery at Lucknow, it was 
noticed (October-November 1980) that in four cases of issues 
of country spiri t for export to a private limited company of 
Madhya Pradesh, the applications submitted by the distillery 
were not accompa nied by treasury receipts in proof of pay-

' .. rnent of duty, but such applications were accepted ,by the 
officer in-charge of the distillery and export of 38,338 bulk 
litres of country spirit conta ining 34, 100.5 litres of alcohol 
was allowed in 4 consignments during June to October I 980 
without levying any duty on the consignments. This 
resulted in non-levy of duty of R s.59,675. 

,. On this being pointed out in audit (Novem ber 1980), the 
department raised a demand for the above amount against 
the distillery and coll ected it in the same month. 
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Excise Commissioner, Uttar Pradesh, 
the officials concerned had been 

Government, to whom the matter was reported in Novem
ber 1980, concurred with the Excise Commissioner, Uttar 
Pradesh (June 1981). 

3.6. Short levy of duty on Indian made foreign liquor 

Under the U. P. Excise Act, 19 10 and the RuJes framed 
thereunder, Indian made foreign liquor may be imported by 
a person holding a licence for the vend of foreign liquor, 
on payment of duty at the rates in force in Uttar Pradesh 
on such liquor. 

Under a Government notific~tion issued on 21st August 
1980, the rate of duty on Indian made foreign liquor in Uttar 
Pradesh was enhanced from R s. 40 to Rs. 55 per litre of 
alcohol, effective from 21st August 1980. 

In the course of audit of the District Excise Office, Vara
nasi, it was noticed <October 1980) that Indian made foreign 
liquor containing 2,272.7 litres of alcohol were imported 
on 1st September 1980 but excise duty in respect of the same 
was realised at the pre-revised rate of R s. 40 instead of at 
the enhanced rate of R s. 55 per litre of alcohol resulting in 
short levy of duty of R s. 34,09 l. 

When this was pointed out in audit (October 1980), the 
department raised additional demand of duty in October 
1980. Particulars of recovery are awaited (January I 982). 

Government, to whom the matter was reported in Novem
ber 1980, stated (June 1981 ) that orders for the recovery of 
the dues as arrears of land revenue had been issued in April 
198 1. 

3.7. Short realisation of assessed fee 

Rules framed under the U. P. Excise Act, 1910 provide 
that a bidder who is granted a licence for the wholesale vend 

-· 
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of foreign liquor to wholesale and retail vendors for an 
excise year (April to March> is required to pay (a) the bid 
money and in addition, (b) an assessed fee computed on 
the total sales of liquor to l icensed vendors at the rates 
prescribed per reputed quart bottle. One-fourth of the bid 
money is required to be paid by successful bidder immedia
tely at the close of the auction and the balance in 9 equal 
monthly instalments. As regards assessed fee, an amount 
sufficient to cover the assessed fee on the volume of busi
ness likely to be transacted during the quarter is required to 
be paid by a licensee in advance for the first quarter, and 
adjustments are made at the end of the quarter on the basis 
of a statement (showing sales of foreign liquor during the 
quarter and the amount of assessed fee payable for the 
quarter), required to be submitted by the Excise Inspector in
charge to the Collector within one week of the close of the 
quarter. For the second and subsequent quarters, assessed 
fee paid for the previous quarter is realised in advance and 
adjustments made later, on the basis of assessed fee payable 
on actual sales of foreign liquor during the respective 
quarters. 

Tn the course of audit of the District Excise Office, Vara
nasi, it was noticed (April 1979) that a contract for a shop 
for wholesale vend of foreign liquor was awarded for 1977-
78 for bid money of R s. 22,500. While the licensee paid 
bid money according to schedule, he paid an amount of 
R s. 30.800 only against the total assessed fee of R s. 64,429 
payable during the year on sales of liquors. 

It was observed that the department failed to~ levy assess
ed fee for each quarter and realise the same in advance and 
the licensee paid instalments tm:vards assessed fee at his own 
wi ll- R s. 10,000 on 5th May 1977; R s. 5,800 on 2nd Janu
ary 1978; Rs. 5,000 each on 11th and 20th February 1978 
and Rs. 5,000 on 2nd March 1978. 

A statement of the accounts of the licensee was prepared 
on 15th February 1979 (10 months after the close of the 
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year 1977-78) and due to wrong calculations, the total 
amount of assessed fee payable by the contractor was shown 
as Rs. 30,297. As the licensee had already paid an a moun t 
of R s. 30,800 no amount was shown as recoverable from 
him. 

When Audit pointed out (April 1979) that the total 
amoun t of assessed fee due on sales of foreign liquor worked 
out to R s. 64A29, the department stated that the recovery 
certificate for the correct amount would be issued. The 

~ 

recovery certifica te for the short realisation of R s. 33,629 
was issued on 16th June 1979. but the Tahsildar concerned 
returned the same in March 1980 sta ting that the defaulter 
had no mova ble or immovable property in his name. There 
were thus no prospects of recovery of the Government dues 
of R s. 33,629. 

Government while confirming the facts of the case stated 
(August 1981) that investigations were in progress to fix 
responsibility for the lapse. 

3.8. Non-realisation of excess excise establishment charges 

Rules framed under the U. P. Excise Act, 1910, provide 
that where annual charges on account of excise establi shment 
posted in a brewery exceed ten per cent of the duty lcviable 
on the issues made from the brewery to the di stricts within 
the Sta te, the excess should be real ised from the brewery. 

Tn the course of audit of a brewery at Nawabga nj (district 
Gonda), it was noticed (October 1980) that the annual charges 
on account of excise establishment at the said brewery for 
the years 1978-79, 1979-80 and 1980-8 1 exceeded ten per 
cent of the amount of duty levied on beer issued to the 
licensed vendors within tbe State by R s. 14,285, R s. 12,194 
and R s. 13,479 respectively, but no action was taken to 
realise from the brewery excess establ ishment charges 
amounting to Rs. 39,958. 
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On this being pointed out in audit (October 1980), the 
department sta ted that action was being taken to recover the 
amount from the brewers. 

The matter was reported to Government in October 1980; 
their reply is awaited (January 1982). 

" 



CHAPTER 4 

TRANSPORT DEPARTMENT 

T AXES oN V EHrCLES, Goons AND P ASSENGERS 

4.1. Results of test audit in general 

Short levy of tax amounting to Rs. 9·27 lakhs was brought 
out in the course of test audit of the offices of the Transport 
Department during 1980-81. Category-wise break-up there.. 
of is given below : 

I. Short levy of road tax 

2. Short levy of passenger tax including 
a dditiona l passenger ta x 

3. Short levy o f goods tax 

4. Miscellaneous 

Amount 
( / 11 l<ikhs of 

rupees) 

1.46 

2.66 

0.62 

4.53 

Tota l . . 9.27 

A few important cases are mentioned in the following 
paragraphs. 

4.2. J)eficiencies in maintenance of records of deposits 
made by operators and authentication of such depo· 
sits with treasury figures 

4.2.1. T ransport Department collects tax and fees 
under various fi scal statutes, such as, the Motor Vehicles 
Act, 1939, the United Provinces Motor Vehicles Taxation 
Act, 1935, the Uttar P radesh Motor Gadi (Yatri-Kar) 
Adhiniyarn , 1962 and the Uttar Pradesh Motor Gad i (Mal
Kar) Adhiniyam, 1964. 

4.2.2. Tax dues are deposited by the operators either 
with the cashier of the Regional Transport Office or direct
ly into the treasury through challans. Deposits in about 
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50 to 55 per cent cases, involving about 30 to 35 per cent 
of the total amounts deposited, are made directly into the 
treasury. The amounts collected by the cashier daily are 
deposited into the treasury the next day. Apart from the 
operators, deposits of tax directly into the treasury are also 
made by (a) various officers of the region such as Assistant 
Regional Transport Officers (Enforcement), Passenger Tax 
Officers, Passenger Tax Superintendents, Goods Tax Offi
cers, Goods T ax Superintendents and Officer in-charge of 
the check posts, (b) Officers of the U. P. State Road Trans
port Corporation, (c) R evenue Officers, in respect of 
amounts collected as arrears of land revenue and (d) ope
rators of other regions in respect of vehicles pertaining to 
other regions. Ultimately, all Government dues are cre
dited into the various district treasuries in the region under 
relevant receipt heads. 

4.2.3. In the collection of taxes and other dues, the 
9epartmental officers are, inter alia, required to ensure tha t 
taxes and dues assessed are collected and are eventually re
mitted into the treasury and that cred~ allowed in indivi
dual accounts of the operators are verified with the amounts 
actually deposited into the treasury. To ensure this, the 
folJowing procedure has been prescribed : 

(i) According to the general financial rules of Govern
ment. the treasu ry officer is required to forward to the depart
mental officers departmental copies of treasury cha11ans 
and at the end of the month , a copy of the monthly receipt 
schedule. In 1976, Government had issued orders that 
departmental copies of challans should be collected by the 
departmental authorities themselves through their represen
tatives twice a month . It has to be ensured by the depa.rt
mental authori ties that departmen tal copies of all challans 
as per receipt schedules are received, for verification of 
credi ts given to individual operators in Demand and Col
lection R e.gisters. 
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(ii) To facilitate reconciliation of departmental fig ures 
of receipts with the amounts booked in the accounts, the 
Transport Commissioner issued orders in 1964, providing 
for m aintenance by each Regional Transport Officer sepa
rately for each major bead, (a) a treasury-wise challan 
register and (b) a general treasury challan register in res
pect of a ll the treasuries of the regions. If all challans 
for a month are received from the treasuries and a re duly 
posted in the above registers, the monthly totals of the 
treasury-wise challan registers should agree with the totals 
of the receipt schedules for the respective months rece ived 
from the treasuries as well as the total of the general 
treasury challan register for the month. 

(iii) In July 1975, the Transport Commissioner issued 
instructions that the R egionaJ Transport Officers should 
prepare and submit to him sepa ra tely for each major head, 
two monthly sta tements in prescribed form, based on the 
entries made in the two challan registers mentioned in item 
(ii) above; one in respect of each treasury and the other for 
the entire region, showing for each major head, departmental 
figures of receipts, • refunds and net collections. These 
statements were to be submitted to the Transport Com
missioner by the 10th of the following month , after veri
fy ing the figures shown therein with the treasury figures. 
These statements were intended to enable the head of the 
department (a) to maintain a record of monthly and pro
gressive figures ot receipts, region-wise and treasury-wise, 
for reconciliation with the figures booked in accounts and 
!b) to submit to Government monthly reports regarding 
the position of collection of taxes and fees. 

liv) For deposits made with the cashier, he accepts each 
amount on th e basis of an application on which the dea l
ing tax section first records the amount paya ble by the 
operator. The cashier notes the amount received in sub
sidiary cash books kept separately for various major heads. 
The daily totals of the subsidiary cash books are struck 
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and Lhe total amount collected is noted in the main cash 
book and the cash is then deposited into the treasury on 
the following day. Each application, bearing particu lars 
of the receipt number and amount received, is then forward
ed to the Tax Section. 

Similarly, on receipt of challans from the treasury :md 
their posting in the registers mentioned in item (ii) above, 
cha llans in respect of direct deposits into the treasury are 
to be forwarded to the dealing sections. 

The dealir.g sections are required to note the amounts in 
their resp:::ctivc subsidiary cash books from where entries 
are posted in the Demand and Collection R egisters in 
which separate pages are set apart for each vehicle. The 
postings in the Demand and Collection Registers are done 
under thr attestation of an officer who sim ultaneously at
tests the entries in the subsidiary cash books. 

If the documen ts in respect of amounts received l>y the 
cashier (and deposited da ily into the treasury) and other 
challun<; for direct deposits made into the treasury and 
posted in the two registers mentioned in item (i i) above are 
duly received and posted by the dealing sections, the month
ly total.s of the subsidiary cash books should agree with 
the month ly totais of the two registers, for various heads. 

<v) Two •)lher lnouthly statements are req11ired lo be 
furnished to th e T ransport Commissioner- one by the 
:\ ccounts Departmen t on the basis of the amoun:s deposited 
into the treasury and reflected in the general challan register 
and tlie other by the statisiical section on the b1sis of the 
entries made in the Demand and Collection Regi<>r~rs of 
the various sections. lf all challans/documents passed on 
to ~ections as mentioned in item (iv) above are correctly 
p:)sted in subsidiary cash books and Demand and C0llec-
1 ion Rl'gisters, tlte fi gures m two sets of statem-!nts should 
agree and would also ensure that the credits given to 
the operators in the D emand and Collection Registers 

46 AG-5 
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monthly / annually, agree with the total amount deposited 
into the treasury. 

4.2.4. A test check of the records in the offices of the 
Regional Tr~msport Officers a l Agra. Allahabad , Faiza1:Jad 
and Kanpur brought ou t the following:-

(i) Neither receipt schedules nQr departmenta l copies of 
challam were being obtained or collected from the tre:.isur
ies in any of the above regions. Thus, credits to the 'Jpera
lors in their respective accounts mainta ined in the Demand 
and Collection Registers in the various sections were neither 
po~ted on the basis of treasury records nor verified with re
ference to them. 

<i i) Treasu ry-wise challan registers were not mainta ined 
in Faizabad and Allahabad regions. Besides, the general 
treasury ehallan registers of a ll the four regions and the 
treasury-wise challan registers of Agra and Kan pur regions 
were a lso not maintained properly and did not serve the 
purpos~ for which th ey were intended. Jn these registers, 
entries were made from the copies of the treasury chalbns 
presen ted by th e various opera tors during a month in the 
order of such presentation (before passing on these cha llans 
to the dealing sectio ris for their posting in subsidiary cash 
books/Demand and Collection Registe rs) . No entries were 
also made in challan registers in respect of daily deposits 
made by the cash ier and other departmental officers even 
on the basis of their copies of the challans. 

(i ii) M onthly sta tements of the treasury-wise and regi::m
wise figures of receipts under different major heads were 
being submitted on ly at Kanpur, whi le in ot her regions 
only one statement showing region-wise fi gures was prepar
ed. However, these statements. which were prepared on 
the basis of the general treasury cha llan register / subsidia ry 
cash books of the cashier, were not au then tic record of the 
amount deposited in the treasury and appea ring in govern
ment accounts nor were the statements verified with the 
figures booked in the treasuries. 
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(iv) T;1 e postings in the subs:diary cash books of the sec
tions and the D em and a nd Collection Registers were made 
rinly on the basis of (a) th e depositors' copies of the chaJlans 
brwardcd by the cashier after noting them in the general 
rl1:-llan ref,!ister and (b) the notings made on the appl ica
tions in th~ case o f deposits received by the cash ier from 
f;e op~rators. Thus, there was n o means to ensu re that 
al! the credits given to the individual operators, particular
'y on the basis of deposito rs' copies of challa ns, agreed with 
the deposits made foto the treasury. The possibilit ies of 
op:::rators bf!ing g iven credits on the basis of forged challans 
could not be ruled out. The deposits of dai ly coll'!ctions 
by the cashier into the treasury were a lso not verified in
dependently. 

<v) s;mila rly, m onthly statements submitted by accounts 
and statistical branches referred to in para 4.2.3(v) above, 
d;d not repiesent th e amounts artuaJly depo ited in to the 
trc'.lsury. A part from this, there:: were huge differences in 
!he two sets of figures relat ing to A llahabad and Ka npur 
as shown in A ppendix III. 

<vi) Fi nancial rules of G overn ment a lso requ ire that the 
d~partmen tal o fficers should be nomina ted for each d istric t 
for signinf! the last colnm n of the treasury cha lla ns before 
their presenta tion to the bank / treasu ry. Officers a re re
q u ired to be no mina ted <a) for ensuring regular an d timely 
receipt of the monthly list of credits from a ll treasuries of 
the regions a nd (b) fo r collecting dcoa rtmcnta l copies of 
!he treasu ry cha llans each m onth in two insta lments from 
&II the treasuries of the regio ns. Specimen signatures of 
officers authorised to sig n the last colu mn of the c:1allans are 
requ ired to be furnish ed to th e bank I treasu ry officers con
cerned. 

N o such nomina tions had been made in any region n or 
had signatures of any o ffic ia l been sent to the banks/ trea
suries. Treasury challans were also no t genera lly presented 
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to any departmental officer for signing the last column be
fore their presentation to the bank/treasury. 

The matter was reported to Government in May 1981; 
their reply is awaited (January 1982). 

4.3. Shoi1 levy of fee for countersignature of temporary 
permits issued on inter-State routes 

Under the provisions of the Motor Vehicles Ac~. 1939, 
no transport vehicle can ply in any public place except on 
a permit granted by a Regional Transport Authority or a 
State Transport Authority. Permits are issued for a period 
not less than 3 years and not more than five years. Tem
porary permits are also issued which are effective for limi ted 
periods not exceeding four months. The permit granted 
in any one State is not valid in any other State unless coun
tersigned by the Transport Authority of the latter State. In 
Uttar Pradesh, the fee for countersignature of permits for 
heavy transport vehicles is prescribed as under: 

(a) Rs. 36 for the first year and Rs. 24 for each subse
quent year; 

(bl In the case of temporary permits, Rs. 18 for 
the first week and Rs. 6 for every subsequent week 
or part thereof. 

Jn the course of audit of the office of the Regional 
Transport Officer, Agra, it was noticed (December 1978> 
that in respect of 1,682 temporary permits-each for a 
period of 120 days-issued by the Rajasthan and Punjab 
State Transport Authorities during July 1973 to July 1978 
for plying vehicles in Uttar Pradesh, fee for countersigna
ture was charged at the rate of Rs. 36 for each permit 
instead of applying the rates prescribed for temporary 
permits. This resulted in short levy of fee to the extent 
of Rs. 1 ·31 lakbs. 

On this being pointed out by Audit in March 1979. the 
department while accepting the short levy of fee to the 
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tune of Rs. 1·11 Jakhs stated (July 198 I) that Rs. 16,20£ 
hud been realised and recovery of balance' amount was in 
progress. 

Government stated (July 1981) that the difference of 
Rs. 0·20 lakh was being reconciled; their final reply is 
awaited (January 1982). 

4.4. Under-assessment of road tax 

Under the U. P. Motor Vehicles Taxation Act, 1935, 
the assessment of road tax on a motor vehicle plying for 
hire for the conveyance of passengers and their light per
sonal luggage depends. inter alia, on the class of route on 
which it plies. Fo; the purpose of levy of road tax, routes 
~He classified into four categories: special, A. B and C, 
::md the nte of tax is highest for special class route and 
is gradua lly lower for A, B and C class routes. 

In the cours'! of audit of the Regional Transport Offices 
at Barei lly (September 1977) and a t Jhansi (November 
1979), it was noticed that for different periods between 
April 1977 and December 1977. (a) in respect of 29 stage 
carriages in BareiUy region and six vehicles in Jhansi 
region, plying on various 'A' class routes. road tax was 
charged a t rates applicable to 'B' class routes. and (b) in 
respect of two vehicles in Jhansi region . plying on 'special' 
class route, road tax was charged at the rates applicable 
to 'A' class route. Application of incorrect rates resulted 
in short char_ge of road tax of Rs. 23 ,113. 

On this being pointed out in au<li t. the depa rtment re
covered the entire amount of short charge of R s. 12,523 
pertaining to Bareilly region. In respect of Jhansi region, 
demand notices were reported to have been issued in 
November 1979. Pafticulars of recovery are awaited 
(January 1982). 

The matter was reported to Government in November 
1977 and December 1979; their reply is awaited (January 
1982). 
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4.5. Under-as.sessment of passenger tax 

In acc0rdance with the Utta r Pradesh M otor Gadi 
(Yatri-Kar) Niyamawali , 1962, framed under the Utta r 
Pradesh M otor Gadi (Yatri-Kar) Adh iniyam, J 962, pass· 
enger tax payable · under lump sum agreement is calculat
ed on the basis of a formula having as its fac tors: fare, 
number of trips, load factor and rate of passenger tax. 

(i) In the course of audit of the office of the R egional 
Transport Officer. M eeru t. it was noticed (M ay 1980) that 
Mecru t-Khajur i-Asifabad route of the region was extend· 
ed from Khajuri to T atina but ~O stage carriages permit· 
tcd in May 1977 to ply on the extended route were not 
assessed to r assenger tax. Failure on the part of the 
departm ent to assess the passenger tax on the extended 
rou!e resulted in escapement of tax of Rs. 21, 193 during 
the period J une 1977 to April 1980. 

On this being pointed out in aud it (May 1980), the 
department is reported to have realised a sum of Rs. 1 1,352 
and as regards the balance amoun t certain investigations 
were in progress (J anuary 1982). 

T he m:itter was reported to Government in June 1980; 
their reply is awaited (January 1982). 

(ii) In the course of audit of the office of the Regional 
T ransport Officer, Ka thgodam, i t was noticed (March 1978) 
that (a) 34 stage carriages plying on Kichcha-Khattima 
route were taxed on the basis of 50 trips instead of 51 trips 
per month per stage car riagy and th\! fare was rcck:med a t 
Rs. 3·13 instead of R s.3·15 and (b) 10 stage carriages ply
ing on Dinesh pur-Gadarpur route were charged tax taking 
fore as R s. 1 ·50 instead of R s. 2·00. T his resulted in short 
charge of passenger tax of R s. 21,074 d uring different 
periods between M ay 1975 and M arch 1978. 

On this being pointed out in audit (Apr il 1978), the 
department recovered an amount of Rs. 20,807 (August 
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1978 to November 1979). The recovery of the balance 
amount of Rs. 267 was reported to be in progress. 

T he matter was reported to Government in April 1978; 
tbeir final reply is awaited (January J 982). 

4.6. Omission in computing passenger tax on standing capa
city of passengers 

The Uttar Pradesh M otor Gad i (Yatri-Kar) Niyamawali, 
1962, provides that 50 per cent of the author ised standing 
capacity in a stage ca1Tiage should be taken into account 
for the purpose of calculation of passenger tax payable 
under Jump sum agreement. 

In the course of audit of the Sub-Regional and Regional 
Transport efiices at Moradabad and Jbansi, it was noticed 
(May 1976 and D ecember 1978) that 35 stage carriages were 
authorised by the department on different dates between 
October 1975 and January 1978 to carry standing passengers 
to the extent of 25 per cent of their sea ti ng capacities. But 
p;issenger tax was not assessed on 50 per cent of such autho
rised standing capacity resulting in short levy of tax of 
Rs. 22,770 during the period October 1975 to December 
1978. 

On this b~ing pointed out in audi t (April 1977 and April 
1979), the department recovered Rs. 22.206 and the recovery 
of the balance amount was in progress (March 1981). 

The matter was reported to Government in April 1977 
;·~-d April 1979; their final reply is awaited (January 1982). 

4.7. Escapement of goods tax due to Jack of co-ordination 

Under the Uttar Pradesh Motor Gadi (Mal-Kar) Adhini· 
yarn. 1964, read with the U. P . Motor Vehicles T axation 
Act, 1935, an operator of a goods vehicle is required to pay 
goods tax as also road tax at the prescribed rates on the 
a uthorised carrying capacity of the veh icle. 
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Jn the course of audit of the office of the Assistan t Region
al T ra nsport Officer, Band a , it was noticed (November 1980) 
that three private goods vehicles belonging to Jal Nigam 
were registered in June 1977 on which both road tax and 
goods tax were leviable. While the road tax was realised, 
the goods tax was omitted to be assessed due to lack of co
ord inat ion amongst different sections of the office. The 
amount of goods tax which thus escaped assessment worked 
ou t to Rs. 27,000 for the period from June 1977 to Novem
ber 1980. 

On this being pointed out in audit (November 1980), the 
department realised the entire amount of tax (August 1981 ). 

Government, to whom the matter was reported in Janua ry 
1981, confirmed the recovery (October 1981) . 

• 

.. 



CHAPTER 5 

SUGAR INDUSTRY AND CANE DEVELOPMENT 
DEPARTMENT 

T AX ON THE PURCHASE Of SUGARCANE 

5.1. Results of test audit in general 

During the year 1980-81, test audit of the documents pf 
sugar factories and khandsari units revealed non-levy I short 
levy of tax to the extent of Rs. 73·84 lakhs broadly categoris
ed as under: 

Amount 
(/11 lakh< of mpees) 

I. R emoval of sugar without payment of purchase 23 .70 
ta x 

'.!. Irregular rem issio n of p urchase tax granted to 24.97 
sugar facto ries / k ltatrd<nri units 

3. Short as essment f incorrect · remission of purchase 21.32 
ta x 

4. M iscellaneous 3.85 

Total . . 73.84 

A few important cases are mentioned in the following 
paragraphs. 

5.2. Unauthorised clearance of sugar without payment of 
purchase tax 

Under ·the U. P. Sugarcane (Purchase Tax) Act, 1961 , no 
sugar factory shall remove any sugar produced therein out
side the factory until the purchase tax Jeviable on the pur
chase of sugarcane consumed in the production of sugar 
has been paid. Any contravention of the provisions ren
ders the factory liable to pay, in addition to the tax pay
able, a further sum not exceeding one hundred per cent of 
.the ta x payable by way of penalty. 

73 
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In the course of audit, it was noticed (April 1980 and 
D ecember 1980) that during the period January 1979 to 
October 1980 two sugar factories-one at Nawabganj 
(Gonda) and the other at Siswa Bazar (Gorakhpur)-remov
ed 1,62.834 bags of sugar produced from the sugarcane 
crushed during the seasons 1977-78 to 1979-80 without pay
ment of purchase tax due thereon amount ing to Rs. 22·84 
bkhs. Though the Nawabganj factory had been exhibi t
ing removal of sugar withou t paymen t of tax in the monthly 
returns submitted to the assessing authority, no action had 
been taken for recovery of tax and init ia ting penalty pro
ceedings for default in payment of tax. 

The above two cases were reported to Government in 
July 1980 and February 1981; their final reply is awaited 
(January 1982). 

5.3. Loss of purchase tax due to irregular acceptance of 
options 

Under the U. P. Sugarcane (Purchase Tax) Act. 1961 , and 
the Rules framed thereunder, a khandsari sugar manufac
turing unit owner has the option to pay tax on the purchase 
of sugarc::.ne either on the quantity of suga::cane actually pur
chased or on the assumed quan tity of such purchases as per 
prescribed schedule based on the crushing capacity of the 
uni t and other relevant factors. For availing of the benefit 
of the option, an owner -of the unit has to send a declaration 
in the prescribed form specifying therein, inter alia, the date 
of start of the uni t, to the Sugar Commissioner and the 
nssossing au thority so as to reach them on or before 3 lst 
Ja nuary each year or 15 days before the start of the working 
of the unit, wh ichever is earlier. No such declaration is to 
be accepted thereafter. 

In the course of audit of the -office of the Kha ndsari 
Inspector. G ajraula (Morada bad), it was noticed (Decem
ber 1978) that 7 units had not submitted timely declarations 
for the season 1975-76. These were fu rnished 6 days before 
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the start of the uni t in the case of one u nit, 9 days in the case 
of 3 units, 1 t days in the case of 2 units and 13 days in the 
case of another unit. The declarati ons were, however, 
accepted by the assessing offieer and the units were assess
ed to tax as option units on the basis of assumed quantity 
of sugarcane. 

Had these units been assessed on the basis of the actual 
quantities of sugarcane purchased, the department wou ld 
have derived revenue of R s. 3·46 lakbs as against coflection 
of R s. \·JO lakhs made on the basis of assumed quantities. 
This resul:ed in loss of purchase tax of Rs. l ·76 Jakbs to 
Government. 

The matter was reported to Government in February 1979. 
In May 1981, it was intimated by Government that rejec
tion of option at such a late stage would invi te l itigation. 

5.4. Short realisation of tax due to non-obsen1ance of ru!es 

Under the U. P. Sugarcane (Purchase Tax) Act, 196 1. and 
the Rules framed thereunder, in the case of option units. 
i.e., kh@dsari sugar manufacturi ng units, exercising option 
to pay tax on pu rchase of sugarcane on assumed quantitS' of 
purchases as provided in Schedule I to the Rules. the units 
\.vould be deemed to have commenced purchases of sugar
cane from the dates specified for the start of operat ions in 
the declarat ions filed under R ule 13-A, unless notices of 
postponement had been furnished in the prescribed manner. 
The units would be liable to pay tax on the purchases com
puted from that date. Intimation regarding change: if any, 
in the specified date of start of uni t should reach the Sugar 
Commissioner and the assessing authority at le~s t one week 
before the date specified; otherwise the assess~e is liable to 
pay tax from the date of start of the uni t specified earlier. 

(i) In the course of audit. it was noticed (September 1979 
and February 1980) that during the seasons l 977-78 and 
1978-79. three option un its under the jurisdiction of the 
Khandsari Inspector, Muzaffamagar, an.d one under the 
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jurisdiction of the Khandsari Inspector, Moradabad, had 
not started crushing operations from the d ates speci fied in 
their declarations nor had they sent intimations of post
ponement in the prescribed manner. Nevertheless, the uni ts 
were assessed to tax on the assumed purchases computed 
from the dates of actual commencement of crushing instead 
of from the specified dates resulting in short assessment o f 
tax a mounting to Rs. 89,333. 

The ma tter was reported to the department in Decem ber 
1979 and March 1980 and to Government in July 198 1; their 
replies are awaited (January 1982). 

(:i ) In the course of audit of the offices of the Khandsari 
Inspectors at Akbargarh (district Muzaffarnagar), Sambhal-l 
(district Moradabad). Moradabad , Kha ndhala (district 
Muzaffarnaga r) and Chandausi (district Moradabad), it was 
noticed (January 1979, August 1979, Februa ry 1980, M ay 
1980 a nd January 1981) that during th e sugar seasons 
1977-78 and 1978-79, seven' khandsari manufacturing uni ts 
were allowed to pay tax on tbe quantity of sugarcane assum
ed , although the units were not eligible for being assessed 
as 'Such , as the d eclarations filed by the units were incom
plete inasmuch as the dates of commencement of crushing 
operat i'.)DS were not specified. Irregular assessment of tax 
on assumed basis resulted in loss of revenue amounting to 
R s. 2· 15 lakhs; based on th e sugarcane actua lly purchased, 
the un its would be liable to pay tax amounting to Rs. 4·07 
Jakhs as against R s. 1·92 Jakhs paid on assumed basis. 

' Government accepted the objection in D ecember 1980 
and directed the d epartment to fix responsibili ty for the 
loss. Further developments are awaited (J anuary 1982). 

5.5. Excess riemissioxi of purchase tax allowed to a sugar 
factory 

Under the U. P. Sugarcane (Purc:1ase T ax) Act, 196 L, and 
the Rules fra med thereunder, tax is Jevia ble on the purchase 
of sugarcane. By a notification d ated February 19, 1980, 
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Government remitted the purchase tax payable on sugar
cane purchased by vacuum pan sugar factories in the assess
ment year 1979-80 to the exten t the sugar factories pay 
above Rs. 17 per quintal as cane price for the sugarcane 
purchased by them after February 15, 1980, provided that 
1he remission shall not exceed R s. l ·25 per qu intal. 

In the course of audit of the office of the Sugarcane Ins
pector-cum-Assistant Sugar Commissioner, Saharanpur, it 
was noticed (March 198 l) that a vacuum pan sugar factory 
of Dehra Dun purchased 55.585 quintals of sugarcane at 
Rs. 17·25 per quintal during 16-2-1980 to 28-2-1980 bu t was 
a llowed remission of tax amounting to Rs. 69,48 l at the 
max imum rate of R s. 1 ·25 pe.r quintal against the penn issible 
rate of Re. 0·25 per quintal resulting in excess remission of 
Rs. 55,585. 

The matter was reported to Government in July 1981; 
their reply is awaited (January 1982). 

5.6. Loss of revenue due to la¢e revision and ineorrect fix· 
ation of fimd rates of purehase tax 

Under the U. P. Sugar cane (Purchase Tax) Act, 1961, the 
assessing au thori ty shaU, at the end of the crushing season or 
immediately after the closure of the factory for the crush
ing season, work out and specify a revised rate of payment 
of tax per bag of sugar by taking into account the quantity 
of sugarcane purchased and the sugar produced. Shortfall I 
exC'ess on the payment of tax, if any, arising from such revi
sion shall be spread over the stocks of sugar in hand and 
the amount of tax payable before removal of each bag of 
sugar shall be refixed. Further, after such refixation of 
ra te if any part of sugar in stock is no longer available for 
any reason and the tax due against such part has not been 
pa;d . the assessing au thor ity may d irect the shortfall to be 
recovered by spreading it over the sugar in stock at that 
time. 
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(i) Jn the course of audit of a sugar factory in Suharanpur, 
it was noticed (May 1978) that the assessing authority re
vised the rate of payment of purchase tax for the 197 5-76 
season in respect of the sugar factory in November 1976. 
While fixing the r evised rate, the assessing authority d id not 
exclud e tbe bags of unsaleable sugar in stock from the stock 
cf sugar on hand. Consequently, tax liabi li ty amounting 
l o R s. 59,464 remained undischarged even after a ll the sug:i r 
s '. ock had been cleared. 

On the omission being pointed out in audit !June 1978~. 
the factory deposited Rs. 59 ,464 (March 1979). 

The matter was reported to Government jn June 1978; 
Licir reply is awaited (January 1982). 

(ii) In the course of audit of a sugar factory at Saharan
pur, it was noticed (January 1979) that the sugar factory 
purchas2d 17 ,45,329 quintals of sugarcane during the crush
ing season 1976-77 and the purchase tax p~yable at the rate 
of R s. l ·25 per quintal of sugarcane amounted to 
R s. 21 ,8 J ,661. The assessing authori ty fixed the provisional 
ra te of Rs. 13· 50 per bag for the realisation of tax for the 
season 1976-77. On 1st August 1977, the fina l rate of 
R s. 10·95 per bag was fixed for the clearance of the remain
ing stock of suga r for the season. The factory cleared the 
enti re remaining stock of sugar for the aforesaid season at 
this revised rate by April J 978, when the tax liability 
amounting to Rs. 42,411 still remained unpaid. 

On the omission being pointed out in audit (February 
1979), the factory deposited the balance amount of tax of 
R'5. 42.41 l in M ay 1979. 

The matter was reported to Governmen t in July 1981; 
their reply is awaited (January 1982). 

5.7. Non-levy of interest and penalty on belated payment 
of tax 

Under the U. P. Sugarcane (Purchase Tax) Act, 1961, and 
the Rules framed thereunder, option units are required to 
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• pay tax by twenty-fifth d ay of the month im media tely pre
c.::ding the month for which the tax is due. In the event 
of default, they are liable to pay interest at the rate of 12 

- per cent per annum from such date till the date of rayment 
and a ls:> penalty where tax payable , or interest thereon , or 
both, as the case may be, remains unpaid for a period ex
ceeding 15 days beyond the df.!le prescribed for payment 
thereof at rates ranging from 5 to 10 per cent of the total 
sum payable, depending on the period of default. 

In the course of audit of the ·offices of the Khandsari Ins
pectors :it R oorkee <North). Nighasan (Lakhimpur Kheri) 
and Bijnor II, it was noticed (August 1976, November 1976 
nnd January 1979) that 13 option units had not pa id the 
instalments of tax on the due dates and delays in these cases 
ranged be!ween 24 and 1,062 days but in terest <Rs. 21.048) 
and penaity (Rs. 22.42 l) amounting to Rs. 43,469 had not 
been realised. 

On th e omission being pointed out in October 1976, 
January 1977 and Februa ry 1979. R s. 28,143 were realised 
to the end of December 1980. P articulars of recovery of 
th e· ba lance amount are awaited (January 1982). 

T he matter was reported to Government in J uly 198 1; 
th eir reply is awaited (J anuary 1982). ' 



CHAPTER 6 

FINANCE DEPARTMENT 

STAMP DUTIES AND R EGISTRATION FEES 

6.1. Results of test audit in general 

Test audit of the offices of District Registrars and Sub
Registrars during l 980-8 l revealed short levy of stamp duty 
and registration fee amounting to Rs. 6.00 lakhs broadly 
categorised as under : 

Amount 

(ln lakhs of rupees) 

I. Short levy of stamp duty and registration fee due 3.81 
to under-valua tion of properties 

2. Irregu lar exemption from levy of stamp duty and 0.82 
short levy due to misclassification of documents 

3. M iscellaneous I.37 

Total . . 6.00 

A few important cases are mentioned in t he following 
paragraphs. 

6.2. Short levy of stamp duty and registration fee due to 
adoption of reduced rates of land revenue for valuation 
of land 

Under the Uttar Pradesh Stamp (First Amendment) 
R ules, 1976, for purposes of levy of stamp d uty, the minimum 
value of bhumidhari land fonning the subject of an instru
m~nt of conveyance is not to be less than tha t determined 
at 800 times of the annual b od revenue payable on such 
land. T he rates of land revenue were rationalised with 
effect from 1st July 1976 by the Uttar Pradesh Land Laws 
(Amendment) Act, 1976 and the land revenue payable by 
a bhumidhar was to be computed a t double the hered itary 
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rates applicable to unirrigated and irrigated lands, subject 
to the prescribed mini mum and maximum. T he rationalis
ed rates of land revenue were la ter red uced to half by an 
Ordinance issued in February 1977 but the Ordinance 
lapsed in J uly 1977 as it could not be ratified by an Act. 

In the course of audit of the office of Sub-R egistra rs. 
Fa ridpur and Aonla (district Bareilly), it was noticed 
(September 1978) that despite the lapsing of the Ordinance 
in July 1977, the bhumidhari lands forming the subject 
matter of 50 deeds of conveyance, registered during the 
period September 1977 to Februa ry 1978, were valued by 
applying the multiple of 800 to half the rationalised rates 
of land revenue instead of the fuJI rationalised rates. This 
resulted in short levy of stamp duty and regis.tration fee of 
Rs. 69,873. 

On this being pointed out in aud it in November 1978. 
the department intimated (between May 1979 and May 1980) 
tha t amounts of Rs. 53,384 on account of stamp d uty and 
registration fee and R s. 6.155 as penalty had been recover
ed in 39 cases and that recovery in the remaining 11 cases 
pertaining to the office of Sub-Registrar, Aonla was in 
progress. 

The matter was reported to Government in November 
1978; their fina l reply is awa ited (January 1982). 

6.3. Short levy doe to under-valuation of bhumidhari lands 

Under the Indian Stamp Act, 1899. as applicable to Utta r 
Pradesh, stamf) d uty on a deed of conveyance is cha rged on 
th e market value oi the property forming the subject matter 
of the deed or o n the consideration set forth therein, 
whichever is higher. F urther, an instrument transferring 
bhumidhari land should fully and truly set forth th e annual 
land revenue for the assessment of market value. According 
to the U. P. Stamp R ules, 1942, as amended from time to 
time, the market value of bliumidhnri land should not be less 
than tha t arrived at 800 times of the land revenue. 
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. Jn the course of audit of the offices of the Sub-Registrar, 
Hathras (district A ligarh) and Akbarpur (district Faizabad ), 
it was noticed (May 1979 and June 1979) on verification 
from the T a hsi1 records that la nd revenue was not fully and 
truly set forth in 12 instruments of conveyance registered 
during the period August 1977 to May 1979 for the transfer 
of hhwnidhari lands. Incorrect / non-exhibition of land 
revenue resulted in under-valuation of lands invo lving 
short charge of stamp duty a nd regist ration fee of R s. 23,919. 

On this being pointed o ut in audit (July 1979 and August 
19791, the departm ent recovered R s. 5,8 15 in 4 cases, recovery 
of Rs. I 0, 752 in 5 cases was under progress a nd in the 
remaining 3 cases, proceedings for determining the correct 
va luation had not been fi na lised (January 1982). 

The ma tter was reported to Government in July and 
August 1979; their fin al reply is awaited (January 1982). 

6.4. Short levy due to under-valuation of non-agricultural 
lands 

Under the Uttar Pradesh (First Amendment) Rules, 1976, 
effective from I st July .1976, the value of non-agricu ltural 
land si tuated within the limits of any local body should, for 
the purposes of payment of stamp duty, be equal to the 
value worked out on the basis of average price preva iling 
in the locali ty on the da te of execution of the instrument. 

In the course of audit of the office of the Sub-Registrar, 
Haldwa ni (district Naini Tan , it was noticed (M arch 1979) 
that in the case of six instruments of conveya nce executed 
during the period April 1977 to November 1978. non
agricultural lands were sold at the rate of R e. I to R s. 2 
per square foot in three cases a nd at about R s. 30 per square 
metre in the other three cases. These rates were much 
below the average price of R s. 8 to R s. IO per square foot 
and R s. 90 per square metre respectively. prevailing in the 
locality as ascertained from a scrut iny of other sale deeds 
executed during the same period . 
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On this being pointed out in audit (July l 979), the 
department sent (September 1979) copies of the documents 
to the Collector, Nain i Tal, who determined short charge 
of Rs. 16.677 on account of stamp du ty and registration fee 
in resoect of 5 documents ou t of which R s. 4,788 were 
report~d (October 1981) to have been recovered. His 
decision in respect of the sixth document involving short 
charge of R s. 29.392 is awaited (January I 982) . 

The matter was reported to Government in July 1979; 
their reply is awa ited (Ja nuary 1982). 

6.5. Short charge due to non-application of the market rates 

Under the Indian Stamp Act, I 899. as appl icable to Ultar 
Pradesh, stamp duty on a deed of conveya nce is leviable on 
the market va lue of the property forming the subject matter 
of the deed or o n the consideration set forth therein, 
whichever is higher. 

In compliance with a Government order of J uly 1974, 
the Collector. Bulandshahr. fixcJ market rates of various 
categories of lands in February 1975. for the guidance of 
the registering authorities for assessment of market value 
of agricultu ral lands. 

In the course of audit of the office of the Sub-Registrar, 
Anu pshahar (dist rict BulandshahrL it was noticed (August 
1975 and June 1976) that in the case of 24 instruments of 
conveyance registered during the period February 1975 to 
March 1976, the value of lands a mounting to Rs. 3.71 lakhs 
as shown in the instruments was adopted by the Sub
R egistrar for levy of stamp auty and registration fee, while 
the value of those lands worked out to Rs. 6.28 lakhs in 
accordance with the ra tes fixed by the Collector. Omission 
to value the lands at the market ra tes fixed by the Collector 
resulted in short charge of sta mp duty (Rs. 19,612) and 
registration fee (Rs. 2,615) amounting to Rs. 22,227. 

On this being pointed out in audit (November 1975 and 
July I 976), the department recovered Rs. J 1,4 l l besides 
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penalty of Rs. 1,095 in respect of 12 documents (May 1981 ). 
Report of recovery in respect of the remaining documents 
is awaited (January 1982). 

The matter was reported to Government in November 
1975 and July 1976; their reply is awaited (January 1982) . 

6.6. Short levy due to under-valuation of immovable 
properties 

Under the Indian Stamp Act, 1899, as applicable to 
Utta r Pradesh, stamp duty in respect of a conveyance deed 
for immovable property is to be charged on the market 
value of the property or on the consideration set forth in 
the instrument, whichever is higher. In accordance with 
the U. P. Stamp Rules, 1942, as amended from time to time. 
the market value of a building should not be less than that 
an-ived at on the basis of 25 times of the actual or 
assessed annua l rental value, whichever is higher. In case 
where the market value has been stated in accordance with 
the multiples concerned but the registering officer has 
reason to believe that the correct valuation of the property 
cannot be arrived at \vitbout having recourse to local 
enquiry or extraneous evidence, he may refer the instruments 
in question after regist ration lo the Collector for determina
t ion of the actual market value of the property. 

(i) In the course of audit of the office of the Sub-Registrar, 
Alla habad, it was noticed (June 1977) that in 3 deeds or 
conveya nce registered during the period August 1976 to 
November 1976 for effecting the transfer of 3 buildings, the 
stamp duty was levied on the total sale value of properties 
amounting to Rs. 1·11 lakhs even though the assessed 
ann ual rental value as given in the documents and the 
valuation of the documents at the aforesaid multiple of 
ann ual rental val ue worked out to R s. 2.3 1 la khs. Omission 
to adopt this higher valuation fo r levy of stamp duty led to 
short charge of stamp duty and registration fee of 
Rs. 12,600. 
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On this being pointed out in audit in July 1977, the 
department recovered (February I 980) the amount of short 
charge involved. 

Government, to whom the matter was reported in July 
1977, confirmed the position in March 1981. 

(ii) In the cou rse of audit of the office of the Sub
R egistrar, Bareilly, it was noticed (December 1977) that 
through 3 conveyance deeds registered during the period 
July I 97t> to November 1976, three buildings were transfer
red at a total valuation of Rs. 1.25 lakhs. However, the 
cost of land measuring 2,033 square yards covered by the 
buildings alone worked out to Rs. 2.03 lakhs calculated at 
the rate of Rs. 100 per squa re yard fixed by the Collector 
for the locality wherein the buildings were situated. There
fore, then:: was sufficient ground available to the registering 
officer to believe that for the purpose of stamp duty, the 
documents were assessable at a value higher than that set 
forth therein. 

On this being pointed out in audit in January 1978, the 
depa rtment intimated (April I 978) that the copies of the 
documents had since been sent to the Collector for correct 
valua tion. The Collector adjudged <April 1979) the docu
ments as under-valued, involving short cha rge of stamp duty 
and registration fee of Rs. I 5,435 and penalty of Rs. 6.162. 
Rupees 1,152 (including Rs. 50 as penalty) were reported 
to have been recovered in respect of one document 
(April 1979). Report of recovery in respect of the remain
ing documents is awaited (January I 982). 

The matter was reported to Government in January 1978; 
their reply is awa ited (January 1982). 

6.7. Short levy due to misclassification of registered 
documents 

(i) Under the Transfer of Property Act, 1882, 'gift' 
means a transfer of certain existing movable or immovable 
property made voluntarily and with<emt consideration and 
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'sale' is a transfer of ownership in exchange for a price 
paid o r promised to be paid, whereas 'release' under the 
Indian Stamp Act, 1899, as applicable to Uttar Pradesh, is 
renunciation of cJaim against a specified property. 

The stamp duty on a deed of gifl/sale is charged on the 
value/consideration set forth therein or on the market value, 
whichever is higher, a t the rate of Rs. 75 for the first 
Rs. 1,000 and Rs. 37.50 for every R s. 500 or part thereof 
in excess of R s. 1.000 without any maximum limit; in the 
case of ' release', the rate is lower. subject to a maximum 
of R s. 100. 

In the course of audit of the offices of the District Regis
trar, Lucknow. and Sub-Registrar. Kanpur, it was noticed 
(June 1979) that five instruments were registered during 
the period July 1978 to October 1978 as instruments of 
'release' but four of them were 'gift deeds' as properties 
were transferred voluntaril y without consideration in favour 
of a person who had no claim on them and the fifth docu
ment was 'sale' as the property was transferred for consi
deration. 

On thi s being pointed out in audit (August 1979), the 
department issued recovery certifica tes for realisation of the 
short charge of stamp duty and registration fee of Rs. 11,895. 
Report of recovery is awaited (January 1982). 

The matter was reported to Government/department 
(A ugust 1979); their reply is awa ited (January 1982) . 

(ii) Under the Indian Stamp Act. 1899. stamp duty on 
a deed of mortgage with possession is leviable on the amount 
of consideration equal to the amount secured by such deed, 
whil e in the case of an instrument of sale it is leviable on 
t he market value of the property or the consideration set 
forth in the instrument, whichever is higher. The duty in 
the latter case can thus be higher than in the former if the 
market value is higher than the amount shown in the 
instrument. 
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According to the provisions of section 164 of the 
Uttar Pradesh Zamindari Abolition and Land Reforms Act, 
1950, any transfer of holding by a bhumidhar including 
that by which the possession is transferred to the transferee 
for the pu rpose, inter alia, of securing any payment of money 
ad vanced or to be advanced by way of loan and existing 
or future debt, is to be deemed a t all time and for all pur
poses to be sale to the transferee; this is the position notwith
standing anything contained in the document of tran~fer or 
any law for the time being in force. Thus, stamp duty on 
an instrument of mortgage with possession in respect of 
bhumidhari land is to be levied as per instrument for sale. 

Jn the course of audi t of the office of the Sub-R egistrar , 
Saharanpur, it was noticed (December 1977 and Ju ne 1979) 
that 16 instrnments of mortgage with possession in respect 
of bhumidhari land registered during the period February 
1977 to March 1979 were assessed to stamp duty at the 
considerations set forth in the respective instruments and 
not a t the market value of t he lands, which was higher. 
This resulted in short levy of stamp duty and registra tion 
fee of R s. 14,660. 

On this bei ng pointed out in audit (January 1978 and 
August 1979). the department recovered R s. 11 .345 on 
account of stamp duty and registration fee along with penalty 
of R s. 7,485 in 15 cases. In one case, the decision of the 
Board of Revenue is awa ited (January 1982). 

The matter was reported to Governm ent in Janu ary 1978 
and August 1979; their final repl~ is awa ited (January 1982) . 



CHAPTER 7 

OTHER TAX RECElPTS 

SECTION- A 

REVENUE DEPARTMENT 
LAND REVENUE 

7.l. ResuUs of test audit in general 
Test audit of the offices of Revenue Department during 

1980-81 disclosed under-assessment and short collection of 
land revenue and land development tax amounting to 
R s. 11 .22 lakhs. Category-wise details are given below: 

Amount 
(111 lakhs of rupees) 

l. Non-levy and short levy of land revenue and 4.64 
land d evelopment tax 

'.!. Short recovery of collection charges 2.21 
3. Miscellaneous 4.37 

Some interesting cases are 
paragraphs. 

Total . . J J.22 

mentioned in the following 

7.2. Short levy of premium in regularisatioft of cases of 
unauthorised occupation of land 

For regularising the cases of prolonged unauthorised 
occupation of Government estates in Tarai and Bhabhar 
areas of N aini T al d istrict. the Sta te Government had been 
issuing orders from time _to time so that Government derived 
some revenue from such occupants who were reaping fruit 
by way of u tilisa tion of such lands. The State Government 
prescribed different ra tes of premium for different categories 
in June l 974, which were further libera lised in September 
l 975. Accordingly, cases of occupa nts whose legitimate 
holding alone was 10 acres were required to be regula rised 
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after taking premium of Rs. 2,000 per acre for unauthorised 
occupation of land, subject to maximum of ceiling limit. 

In the course of audit of Tahsil Gadarpur (district 
Nain i Tal). it was noticed (Ma rch 1980) that in 15 cases of 
regularisation of unauthorised occupation of land after the 
issue of the sa id order, premium was charged at ra tes lower 
than Rs. 2,000 per acre, though legitimate holding of such 
occupants was more than I 0 acres in each case. This 
resulted in sho rt levy of premium of Rs. 0.74 lakh. 

On this being pointed out in audit (March 1980), the 
department stated (March I 980) that fu ll amount of premium 
would be realised along with the balance amount due. 

The matler was reported to Government in May 1980; 
their reply is awaited (January 1982). 

7.3. Non-assessment of land revenue on land where 
zamindari had not been abolished 

Accord ing to the provisions of the U. P . Land Revenue 
Act, 1901 , a ll land to whatever purpose applied and where
ever situate is liable to payment of revenue to the State 
Govern ment except such land as has been wholly exempted 
from such liability by specia l grant of. or contract with, 
the Sta te Government, or by the provisions of any Jaw for 
the time being in force. 

In the course of audit of the Tahsil office, Orai, in Jalaun 
district. it was noticed (November 1979) that land revenue 
had not been assessed on land measuring 98 hectares where 
zamindari had not been abolished. 

On this beipg pointed out in audit (January 1980), the 
department intimated (January 1981) that a demand of 
R s. 23.600 had since been ra ised for the period 1360 fasli 
to 1387 f asli (July 1952 to June 1980) and included in the 
Jamabandis for the f asli year 1387 (July 1979 to June 1980). 
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An amount of Rs. 225 had since been recovered; particulars 
of recovery of the balance amount are awaited (January 
1982). 

The matter was reported to Government in March 1981; 
their reply is awaited (January 1982). 

7.4. Non-levy/short levy of land development tax on lands 
held by intermediaries 

Under the U ttar Pradesh Land Development T ax Act, 
1972. land development tax at prescribed rates was leviable, 
imer alia, on the lands held by an intermediary for h is 
persona l cultivation or as 'Sir', 'Khudkasht' or grove with 
effect from July I, 1971. This tax ceased to exist with 
effect from July I , 1977, after introduction of the rationalised 
rates of land revenue with effect from Jul y I, 1976. 

The normal incidence of land development tax during 
the various years it was in force was as below : 

(a) From July I. 197 1 to June 3C. 

1974 (fasli years 1379 to 1381) 

(b) From July 1. 1974 to June 30. 
1976 (ja.sli years 1382 and 1383) 

(c) F rom July I , 1976 10 June 30, 

1977 (fasli year 1384) 

150 per cent of •he deemed land 

revenue payable 

250 per cent of the deemed land 
revenue payable 

I 00 per cent of the deemed land 
revenue 

Cases of non-levy of land development tax on inter
med iaries were reported in paragraphs 7.7 and 7.2 of the 
Report of the Comptroller and Auditor General of India 
on R evenue R eceipts for the years 1976-77 and 1978-79 
respectively. 

(i) In the course of audit of the office of the T ahsildar, 
Sadar, district Kanpur, it was noticed (July 1980) that 
the rates of land development tax mentioned above were 
not applied correctly by the department during the period 
1379 fasl i to 1384 fasli (July 1971 to June 1977). This 
resulted . in short levy of Rs. 44,433. 
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On this being pointed out in audit (December 1980), the 
department intimated (August 198l) that 122 khatas in 16 
villages were erroneously exempted from land development 
tax owing to adoption of rates which were applicable to 
the areas where zamindari had been abolished and the tax. 
in respect of 9 khatas in 8 villages escaped assessment of 
land development tax. As a result, additional demand of 
Rs. 46,575 in respect of the years 1379 fasli to 1384 fasli 
was raised by the department in the Jamabandis for 
recovery in 1388 fasli (July 1980 to June 1981). 

Government, to whom the matter was reported in 
December 1980, stated (September 1981) that the arrears 
would be recovered in 6 half-yearly instalments in case the 
loss due to flood/drought was 50 per cent and above in 
any of the fasal, Rabi 1387 fasli or Kharif 1388 fasli 

• (January 1980 to June 1980 or July 1980 to December 
1980) and in 3 half-yearly instalments if the loss was less 
than 50 per cent in Rabi 1387 fasli and Kharif 138~ fas/i. 

(ii) In the course of audit of Tahsi l Mohamdabad 
Gohna (Azamgarh district) in September 1979, it was 
further observed that the said tax had not been levied from 
the intermediaries of 16 villages for the period July l , 197 l 
to June 30, 1977. When this was pointed out in audit 
(November 1979), the department intimated (August 1980) 
that a demand of Rs. 10,099 had since been created and 
included in the arrear demand for the fasli year 1387 
(period 1st July J 979 to 30th June 1980); but the realisation 
had been stayed due to drought conditions. 

Government, to whom the matter was reported (November 
1979), confirmed the facts in October 1980 and further 
intin1ated (July 1981) that in consideration of the past 
floods / drought, orders had been issued in December 1980 
to recover the aforesaid agricultural dues in half-yearly 
instalments during one and a half to three years' period and 
that the-. entire amount was expected to be recovered. 
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7.5. Short raising of demand of land revenue 

Under the U. P. Zamindari Abolition and Land Reforms 
Act, 1950. as amended by the U. P . Land Laws (Amend
ment) Act. J 978. the ]and holders (Khatedars) possessing 
land not more than 3. 125 acres were granted exemption 
from payment of land revenue wi th effect from the agri
cultu ral year begi nning 1st July 1977 (1385 fas/f). · There 
has been no change in the rates and conditions during the 
fasli years 1385 and 1386; as such the total demand of 
land revenue of a tahsil should approximately be the same 
in both the years. 

In the course of audit of the office of the Tahsildar, 
Derapur (district Kanpur), it was noticed (March 1979) 
that the demand of land revenue pertaining to the agri
cultural year 1st July 1977 to 30th June 1978 (1385 fasltl 
was R s. 15.44.401 and the demand of land revenue as raised 
for the agricultural year 1st July I 978 to 30th June 1979 
<1386 fas/rl was R s. 15.60,889. The demand of land 
revenue in the year 1385 fasli as compared to 1386 f asli was 
rn ised sho rt by R s. 16.488. 

On this being pointed out in audit (May 1979). the 
department intimated (July I 981) that demand for land 
revenue of Rs. 16.488 in respect of 663 khatas in 61 
villages which erroneously escaped from being ra ised for 
the year 1385 fasli had since been included for recovery 
in .Tamabandis (Demand R egister) of the year 1388 fasli 
(July 1980 to June 1981). 

T he matter was reported to Government in August 1981. 
Government intimated (December I 981) that due to flood/ 
drought the recovery of these agricultural dues was to be 
made in 6 to 3 six-monthly instalmen ts and that out of 
Rs. 16.488. a sum of Rs. 2,748 being the first instalment had 
been recovered and action was being taken aga inst the 
offic ials responsible for short assessment of land revenue. 

• 
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SECTION- B 

POWER DEPARTMENT 

£LECTRICITY DUTY 

7.6. Under-~ment of electricity duty on consumption 
of electrical energy for domestic purposes 

Under the Uttar Pradesh Electricity (Duty) Act, 1952, 
electricity duty is leviable on energy sold to a consumer 
by an appointed authority, for purposes other than indus
trial or motive power, at the rate of 25 per cent of the 
energy charge if the energy charge is upto 24 paise per unit. 

In the course of audit of the accounts of electricity duty 
of two appointed authorities in Kanpur Zone, it was noticed 
(December 1980) that duty of only 2 paise per unit was 
levied. on energy consumed for domestic purposes in the 
residential premises of the Defence Department officers, 
whereas duty should have been levied at the rate of 5.5 
paise per unit, being 25 per cent of the energy charge of 
22 pa ise per unit levied for such supply. Application of 
lower rate of duty resulted in short levy of duty of R s. 37,666 
in respect of the period July 1975 to July 1980, calculated 
on consumption of 10.76 lakh units of energy in respect of 
premises for which records of meter readings were available. 

The matter was reported to Government in January 1981; 
their reply is awaited (January 1982) . 

7.7. Non-realisation of interest on delayed payment of 
electricity duty 

Pursuant to a notification issued by Government under 
the Uttar Pradesh Electricity (Duty) Act, 1952, as amended 
with effect from 1st September 1970, electrkity duty is levi
able on consumption of energy by a person from his own 
source of generation at the rate of one paisa per unit. 
The duty is payable within two calendar months followino-o 
the close of the month in which meter readings are recorded. 
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Where, however, energy is consumed by persons not having 
installed meters, the duty payable is to be computed by the 
De;rnty E lectrical Inspector and the same is to be paid 
regularly at monthly intervals in the same manner as is 
done in cases where meters a re installed. lf the amount of 
electricity duty is not paid to the State Government within 
the prescribed period, interest is chargeable at the rate of 
18 per cent per annum on the amount of duty remaini ng 
unpaid nnd is payable within seven days of the close of 
each month for which interest is chargeable. 

Io the course of audit of the office of the Assistant 
Electrical Inspecto r, Gonda, it was noticed (October 19801 
that two suga r mills consuming energy from their own source 
of generation fi led writ petitions in 1975 challenging the 
statutory provisions for payment of electricity duty on energy 
generated and consumed by them from their own source of 
generation. These petitions were dismissed by the Allahabad 
High Court on 9th November 1978, and the mills deposited 
between May and August 1980 electricity duty amounting 
to Rs. 0.52 lakh relating to the period October 1974 to 
November 1978. However, no action was taken by the 
department to demand the amount of interest due on the 
amount of electricity duty for the period from which it was 
originally due till the date of payment. The amount of such 
interest worked out to R s. 0.3 1 lakh. 

On this being pointed out in audit (October I 980), the 
depa rtment stated that necessary action to effect recovery 
of interest wou ld be taken. Particula rs of recovery are 
awa ited (January 1982). 

t T he matter was reported to Government in November 
J 980: their reply is awaited (January 1982). 

' 



CHAPTER 8 

FOR£ST DEPARTMENT 

FOREST RECEIPTS 

8.1. Introductory 

The total geographical area of the State of Uttar Pradesh 
is 2,94,413 square kilometres. The area under forest as on 
31st March* 1979 was 51,092.33 square kilometres which 
constituted 17·35 per cent of the tota l area of the State. 

The distribution of forest area in the State as on 3 J st 
March* 1979 is indicated below: 

I. Arca under tho control 
of the forest 
department 

Reserved 
Protected 
Unclassed and vested 

2. Area not under the 
control of the fo resl 
department 

Civil and soyam 
forests 

Total 

Panchayat forests 
Private forests 
Municipal, cantonment 
and other forests 

Total 

Grand Total 

Area 
(Square 

kilo
metres) 

34,411.39 
216.77 

6, 177.41 

40,805.57 

7,606.50 

2,447.64 
166.27 
66.35 

I0.'.186.76 

51.092.33 

Percentage to 
total geogra

phical are:t 
of the Sta te 

13.86 

3.49 

17.35 

*NOTE- Figures upto 1978-79 only have been supplied by the Forest 
Department (October 1981). 

95 
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The forest revenue is derived mainly from sale of major 
and minor fo rest produce. The major forest produce inclu
des timber and fuel and minor forest produce includes 
resin, tendu leaves, katha, grass, bamboo, boulder, bajri, 
stones. etc. The comparative figures of out-turn and value 
of major and miner forest produce for the years 1976-77 
to 1978-79 are given below: -

MAJOR FOREST PRODUCE 
Year Out-tum ----

T imber F uel 
(In lakhs of 
cubic m e1res) 

Value 

T imber F uel 
(I n /aklrs of 

rupees) 

Value of 
total 
forest 
produce 

(In !aUrs 
of 

rupees) 

Percentage 

which 
value of 

timber 
bears to 

the value 
of total 

forest 
produce 

1976-77 
1977-78 
1978-79 

l ,18.72.93 2.09, 17.41 27.3 1.64 1.29. 19 37,54.18 
43.19.'.19 
47.79. 76 

n.96 
76.96 
75.72 

1.1 8,38.3 1 2,45.65.53 33.24.26 1,23.69 
1.14.94.14 2.35,52.74 36. 19.49 l ,42.41 

Item 

Resin 
T cndu leaves 
K atha ond 
Khair Gilla 
Other 
miscellnneo us 
forest produce 

MINOR FOREST PRODUCE 
Out-tum Val•Je 

(111 lak/1~ of q11in1a/s) (!11 laklrs of rupees) 
1976-77 1977-78 1978-79 1976-77 1977-78 1978-79 

2. 10 1.56 1.30 3 37.8 1 '.1.24 6Q 3.70.01 
1.85 1.73 2.35 2.70.74 2.3~.9 1 2.48.98 
0.31 :\.52 0.67 36. 14 86.41 1.30.33 

2.48.67 2,01.13 2,68.57 

T imber is the ma in source of forest revenue of the State. 
Though the total revenue receipts of timber for the year 
1978-79 registered an increase of 27·32 per cent over those 
in 1976-77 due to higher price obta ined in auction of lots, 
the out-turn of timber for the year (1 ,14,94.14 lak h cubic 
metres) showed a decline of 3· 19 per cent over that in 
1976-77 ( 1.1 8,72·93 lakh cubic metres). 

R esin is an im portant minor forest produce. There has 
been a contmuous fall in the out-turn of resin. In one 
circle alone, the out-turn of resin came down (from 0·48 
lakh qu intals in 1975-76 to 0·10 lakh quintals in 1978-79) 
and in three other di,..isions the extraction of resi n had 
been suspencted for five years from 1975 crop. In these 
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divisions, the resin ·extraction rules in regard to size and 
spacing of the channels on the stems of the trees and also 
for makin5 channels on tender trees were not observed 
and a brea thing time for their recoupment was considered 
necessary. 

T endu leaves are another important source of revenue 
to the department. Despite increase in demand and out
rurn of temfu leaves as will appear from the table below, 
the realisation of revenue per quintal had gone down: 

Year 

1976-77 

1977-78 

1978-79 

Realisation per quintal 
(Rupees) 

146.20 

150.00 

105.95 

During the year 1980-81 , test audit of th~ division::il 
records revealed several instances of irre!?.ttlarities which 
could be broadly categorised as under:- ~ 

Number Amount 
or (In lakhs of 

items rupees) 

I. Allolment of forest produce at 2 1.13.0S 
concessional rates 

2. Non-levy / short levy of penal- 15 20.SS 
ties 

3. Jrregularitics in extraction and 3 6.22 

disposal of resin 

4. Irregularities in collection and 7 6.90 

disposal of tendu leaves 

5. Miscellaneous 24 23.118 

Total .. 5 1 1,70.66 

A few interesting cases noticed in audit ::tre given in the 
following i:aragraphs. 
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8.2. Misappropriation of Government revenue 

Under the Transit of Timber and other Forest Produce 
Rules. 1978; the Government of Uttar Pradesh notified 
(September 1978) that no forest produce shall be moved 
into or from or within the State of Uttar Pradesh without 
payment of transit fees at forest check posts/ depots estab
lished under the Rules. The Divisional Forest Officer, 
North Mirzapur, established such a forest check post in 
Allahabad Range at Gohania. the junction of Allahab::td-
Rewa and Allahabad-Banda roads. The export Moharrir 
at the check post was provided with transit receipt books 
and was authorised by the department to issue receipts there
from for the amounts received by him as transit fees which 
was being charged at Rs. 35 per lorry load of fo1est produce. 
In order to have a cross check over the collection of tran-
sit fees, another check post known as "Rewa Check Post" .. 
near Jamum bridge was established to keep a record of all 
carriages passing through Gohania check-post and heading 
towards Allahabad. 

In July 1980, the Range Officer, Allahabad, reported to 
the Divisional .Forest Officer, North Mirzapur. that one 
receipt book which was found to have been stolen from the 
R ange Office, Allahabad, was utilised at Gohania barrier 
and revenue collected against it was misappropriated. The 
matter was not reported to the Police. After the depart
mental investigation. the Divisional Forest Oificer reported 
to the Conservator of Forests in January 1981 that Govern
ment revenue amounting to Rs. 1 ·64 lakbs realised by the 
export Moharrir against 42 forged receipt books and about 
476 receipts issued on duplicate books had been misappro
priated by the export Moharrir who had since been trans
ferred. 

A test check in audit (April 1981) of the records kept at 
the said two check posts along with those of the Divisional 
and Range offices disclosed that Government revenue to the 
exten t of Rs. 3·21 lakhs realised by the export Moharrir 
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between November 1979 and July 1980 as per details given 
below had not been accounted for and had thus been mis
appropriated: 

SI. Category of N umber Revenue Revenue Revenue 
no. misappropriation of collected deposited misappro-

receipt on in priated 
books receipt account 

involved books 

(In /akhs of rupees) 

1. Revenue collected on 
forged printed 

51 1.78 0.14 1.64 

receipt books not 
issued by the 
D ivision / Range 
office to Gohania 
check post 

2. Revenue collected on 
duplicate set of 
receipt books 
utilised concurrently 
with genuine receipt 
books 

45 

Tota l . . 96 

1.57 Nil 1.57 

3.35 0.14 3.21 

The misappropriation was facilitated because the pro
cedure prescribed (February 1979) by the Chief Conserva
tor of Forests in regard to procurement, issue and utilisation 
of receipt books was not followed in so far as : -

(i) The forms of receipt book were got printed (Feb
ruary 1979 and July 1980) locally by the Division and 
not at the level of the Conservator of Forests. No 
separate and distinct code number was provided in 
the receipt books as required under the standing orders 
of the Chief Conservator of Forests. 

(ii) A certificate of page counting of receipt books 
was not recorded by the sub-divisional officer on the 
fly leaf. The receipt books were also not kept under 
his personal custody. 
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(iii) The account of the receipt books was maintain
ed by the store-keeper and not by the sub-divisional 
officer. 

(iv) Divisional stamp and signatures of the sub-divi
sional officer were not affixed on each page of the re
ceipt ~ook before issue. 

(v) The unstamped and unsigned receipt books were 
issued by the store-keeper without obtaining indents of 
the Range Officer and approval of the sub-divisional 
officer and also without ensuring that prop~r account 
of the books already issued had been received and 
counter-foils of the used books were returned. 

Apart from the above procedural lapses at divisional 
level, it was observed that no proper system cf the recei pt 
and issue of re.:c:ipt books to be followed by the R ange Office 
had been evolved. The receipt books were issued by the 
Range Clerk and not by the Range Officer to the export 
Moharrir and also to unauthodsed persons like gateman and 
casual labour posted in Gohania check post. Further, the 
receipt bocks were issued by the Range Office ~o Gohania 
check posL having the stamp of the Range office affixed bu t 
without signature of the Range Officer and without ensuring 
that the receipt books already issued had been utilised and 
revenue collected on those books had been properly depo
sited in the Range Office. No checks were exercised by 
the Range Officer on the proper maintenance of the account 
of receipt books and also on the col1ection and remittance 
of revenue by the export Moharrir as was evident from the 
fact that transit fees collected at the check post were being 
deposited with the Range office two to six months after 
the date of such collection. 

The Divisional Forest Officer reported (April 1981) tha t 
the Range Officer, the Range Clerk, one Forester and threc.: 
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The matter was reported to Government in June 1981; 
their reply is awaited (January 1982). 

8.S. Loss of revenue due to over-estimation of the price of 
timber lots 

Twenty timber lots (estimated price: Rs. 22·30 Jakhs) 
of a Forest Division at Haldwani could not be sold during 
1978-79 working season as the individual bids (Rs. 15·03 
lakhs) obtained (October 1978) in general auction were 
substantially lower than the estimated price. The same 
lots were again notified in the sale list for 1979-80 working 
season. But the price estimates of these lots were lower
ed to Rs. 9·31 lakhs (42 per cent of 1978-79 estimates) as 
according to the Divisional Forest Officer (January 1980/ 
the estimates prepared for auctions held in 1978-79 were 
unrealistic for the following reasons: -

(a) they were based on the royalty of ·adjoining lots 
instead of comparable lots sold during the preceding year 
as prescribed by the department; 

(b) the individual variations of adjoining . and com-
parable lots were not taken into account for making the 
royal ty of adjoining lots comparable; 

(c) deductions for difference in market price due to 
allotment of fuel, coal, etc., at concessional price from the 
lots were not made. 

All the Jots except one were sold (October 1979) in the 
main auction of 1979-80. A comparison of the bids ob-

• tained in the main auction of 1978-79 with those accepted 
in the auction of 1979-80 revealed that the bids obtained 
for 12 out of 19 lots in question in October 1979 were 
lower than those obtained in the auction held in 1978-79, 
whereas in the remaining 7 lots the bids in OctJber 1979 
were marginally higher than the bids obtained in 1978-79 
as per details given in the following table: -
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SI. Total Estimated Revised Bids Actual lncrease of 

no. number price fo r estimated obtained price revenue(+ ) / 
of lots 1978-79 price for in 1978-79 received D ecrease of 

auction 1979-80 auct ion in 1979- revenue(-) 
auction 80 auction 

2 3 4 5 6 7 
(In /akhs of rupees) 

I. 12 16.56 6.82 12.42 9.28 (-)3. 14 
2. 7 5. 11 2.22 2.43 3.21 ( .,. )0.78 

Total 19 21.67 9.04 14.85 12.49 (-)2.36 

Thus, over-estimation of the price of the lots listed for 
1978-79 auction resulted in the postponement of auction 
and consequential net loss of revenue to the extent of 
Rs. 2·36 lakhs since the bids received in 1978-79 were 
higher than the revised estimated prices except in case of 
one lot. 

T he matter was reported to Government in June 1980; 
their reply is awaited (January 1982) . 

. 8.6. Loss of revenue due to non-acceptance of highe.!i1 
tender 

Tenders for the collection of sal seeds for a period of 
four years ( 1977- 80) were invited by the Conservator of 
Forests, Utilisation Circle, Lucknow, on 12th J anuary 1977 
on behalf of 14 Forest Divisions. Tenders were to be 
received by 7th February and were to be opened on 8th 
February 1977. 

In the case of one of the Divisions (West Debra Dun 
Forest Division), only one tender for Rs. 0·72 Iakh was 
received by 7th February but three more tenders despatch
ed on 7th February were received on 8th February 1977 
before opening of the tenders. The details of these tenders 
are given below: -
Name of Date of Amoun t of Remarks 
tenderer receipt tender 

of tender (Rs.) 
A 7.2.1977 72,000 
B 8.2.1977 1.25,000 
c 8.2. 1977 l, 10,000 Earnest money 

not furnished 
D 8.2.1977 75 ,000 

• 

):I 
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The State Government, to whom the matter was refer
red by the Conservator of Forests for decision, directed 
(March 1977) the Conservator to award the contract to 
the tenderer 'D' at the highest valid rate. The Conser
vator of Forests awarded the contract to the contractor at 
Rs. 0·72 lakh as against Rs. 0·75 lakh offered by him. 
Since the !.elected tenderer's offer was also received late, 
i.e. , on 8th February 1977, the contract could as well have 
been awarded to the tenderer 'B' offering the highest rate 
of R s. l ·25 lakhs whose offer was also received on the 
same date. 

Government, to whom the matter was reported in J anu
ary 1979 stated <September 1981) that in view of the 
demand of tbe members of the " U. P . Solvent Extractor's 
Association" that instead of awarding the work of collec
tion of sal seeds to parties outside the State the s:ime 
might be given to the parties of the State so that the State 
Government might earn more revenue by way of sales tax, 
Government decided to olf er the work in some of the forest 
divisions to the members of the zssociation for the highest 
amount of the tenders :rccdved. It was also stated that 
as the contractor 'A' from whom the tender of R s. 0·72 
lakh was received in time was not interested to carry ou t 
the work, the same was allotted to contractor 'D ' who was 
also a member of the association at his willingness at the 
same price (Rs. 0.72 lakh). 

The difference in the amount of the only tender received 
in time and those received after due date but taken into 
account by the department was significant but no steps 
were taken to avail of the benefit of competitive rates by 
calling for fresh tenders, etc. It may also be added that 
the tenderer 'B' whose offer was the highest (Rs. 1,25,000) 
among those received on 8th February 1977, was also from 
U. P. State. 
8.7. Export of material without realisation of sale price 

In terms of the standard agreement with the contractors. 



110 ) 

the contractors can take the timber or other forest produce 
out of the forest areas only after payment of sale price in 
advance. The Divisional Forest Officer is required to 
stop the removal of forest produce from forest area if the 
value of the material removed by the contractor up to any 
time exceeds the amount deposited by him. 

In the course of audit, it was noticed (between Decem
ber 1979 and December 1980) that in the case of 53 forest 
Jots (in five forest divisions) sold at an aggregate price of 
Rs. 23·42 lakhs, the contractors had been allowed to take 
away the entire material without payment of the full 
amount of sale price in advance; they had paid Rs. 16·90 
lakhs, leaving a balance of Rs. 6-52 lakhs awaiting recovery 
as per details given below: -

SI. Name of Division 
no. 

1. Dudhi Forest 
Division, 
Mirzapur 

2. Tarai Central 
Forest Division, 
Haldwani 

3. South Gorakhpur 
Forest Divisi9n, 
Gorakbpur 

4. South Pilibhit 
Forest Division, 
Pilibhit 

5. Lansdowne Forest 
Division , 
Lansdowne 

Total Sale price 
number of recovera-
lots and ble 
year 

Sale orice N et outstand-
realised ing balance 
including 
security 

28 9.94 

(111 lakhs of rupees) 

7.29 2.65 
(1978-79) 

10 3.68 1.90 1.78 
(1978-79) 

10 5.3 1 4.29 1.02 
(1978-79) 

3 1.03 0.49 0.54 

(1977-78) 

2 3.46 2.93 0.53 
(1978-79) 

Total . . 53 23 .42 16.90 6.52 

In the last two cases, recovery certificates were issued 
(March and November 1979, respectively) to the concern
ed Collectors for realising Rs. 1 ·24 lakhs (including late 

• 
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fee of Rs. 0· 17 lakh till March and November 1979) as 
arrears of land revenue. No movable or immovable pro
perty having been found to be owned by the contractors. 
the dues remained unrecovered (April 1981). In the re
maining three divisions, no action bad been taken even 
to issue recovery certificates so far (April 1981). 

The cases were reported to Government between March 
1980 and May 1981; their reply is awaited (January 1982}. 

8.8. Short levy of penalty for illicit felling 

With a view to preventing illicit felling of trees in forests, 
the State Government enhanced (April 1977) the rates of 
penalty as under and directed (April 1977) that the same 
should be rigidly followed from the main auction of 1977. 

(a) If illicit felling is done intentionally, Rs. 1,000 
per tree in addition to the cost of a tree. 

(b) If illicit felling is done unintentionally and with
out any motive, penalty could be reduced to the extent 
.of three times the value of a tree subject to a maximum 
of Rs. 1,000. 

These rates were also incorporated as a specific clause 
in the Sale Rules for 1977-78 of Teliri /Garhwal Circle which 
form~ part of the agreement executed by the contractors. 

It was noticed in the audit (September 1979) of Lans
downe Forest Division that two contractors, who were work
ing in 3 forest lots of 1977-78, were found (May 1978) by 
the Divisional Forest Officer to have intentionally felled 251 
trees for which they · became liable to pay a penalty of 
Rs. 2·75 lakhs including the cost of trees. As against this, 
the division imposed a penalty of R s. 0·81 lakh including 
the value of trees (Rs. 0·24 lakh). This resulted in short 
levy of penalty amounting to Rs. 1 ·94 lakhs. 

The Divisional Forest Officer stated (January 1981) that 
penalty was imposed according to the subsequent orders 
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(August 1978) of the Additional Chief Conservator of 
Forests (Management) under which a penalty equal to five 
times of the value of a tree not exceeding R s. 1,000 was to 
be imposed. But as the lots pertained to the year 1977-78, 
the penalty should have been imposed according to the 
terms and conditions prescribed in the Sale Rules and 
agreement deed relevant to the year 1977-78. Io fact, even 
on the basis of revised orders the penalty should have been 
levied at Rs. 1·20 lakbs as against R s. 0·57 lakh imposed 
by the department. 

The matter was reported to Government in May 1981; 
their reply is awaited (January 1982). 

8.9. Non-levy of late fee 

Accord ing to the conditions of the Sale Rules, forest con
tractors are required to deposit instalments of sale price by 
specified dates and in case of default, they are liable to 
pay late fee at 2 paise per Rs. 100 per day for delays ex
ceeding 30 days but not exceeding 60 days and at 5 paise 
per Rs. 100 per day for delays exceeding 60 days. 

Jn Dudhi Forest Division, Mirzapur, contractor delayed 
the payment of instalments of sa le price (Rs. 5 lakhs and 
Rs. 3· 5 lakhs) of two timber Jots of 1977-78 by 48 to 549 
days and was liable to pay late fee amounting to R s. 0·30 
lakh which was not realised. He was, however, allowed 
to export the entire material from the lo ts. The amount 
of security deposited by the contractor was also adjusted 
towards payment of sale price of the lots. 

When the omission was pointed out in audit (December 
J 978), it was stated by the Divisional Forest Officer that 
the contractor was working in the division in 1979-80 also 
and that the late fee would be recovered from him. The 
recovery had not been effected so far (April 1981). 

The mat,ter was reported to Government in March 1980; 
their reply is awaited (January 1982). 
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8.10. Loss of revenue due to non-disposal of minor forest 
produce lots 

(a) Auction of three lots of minor forest produce, viz., 
stones, bajri and sand (estimated price: Rs. 0·3 l lakh) was 
put off from general auction (July 1979) as Government, on 
an application moved by a quarry firm at Kotdwara, advis
ed (July 1979) the Conservator of Forests, Siwalik Circle, 
to allot these lots in favour of the said firm subject to the 
condition that it agreed to pay the cost of these lots as 
might finally be fixed by Government. The allottee accept
ed the terms and agreed to deposit twenty-five per cent of 
the tentative cost as royalty and another 25 per cent as 
security money before starting quarrying. But instead of 
asking the firm to pay interim cost and security money as 
agreed to. for issuance of work order. the Conservator of 
Forests directed (September 1979) the Divisional Forest 
Officer), Bijnor Plantation Division. to allot these lo ts in 
favour of the said party at an interim cost of Rs. 0·81 Jakh 
(estima ted value of Rs. 0·31 Iakh raised on the basis of 
price received in respect of such lots sold in open auction) 
after obtaining an undertaking from the firm to pay the 
cost as may be finally approved by Government. 

Till January 1980, neither the final cost had been decided 
by Government nor had any action been initiated by the 
department to obtain the consent of the firm and complete 
formalities for the commencement of quarrying by the firm. 
In F ebruary 1980, however, the Divisional Forest Officer 

• asked the party to start the work after depositing the re
quisite amount of security and royalty for the lots (fixed at 
Rs. 0·81 lakh by the Conservator of ·Forests) fa iling wh ich 
the lots would be auctioned and the party held responsible 
for the loss, if any, suffered by the department on this ac
count. But the party had neither deposited the amount 
and started the work nor had any action been taken by the 
department to auction these Jots (June 1980). 
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As the lots remained unsold till the close of the working 
season, ;.e., June 1980, and there was no scope for the 
department to re-sell th e seasonal lots in the auction of next 
working season, the department suffered a loss of Rs. 0·81 
lakh on this account. The Conservator of Forests reported 
(May 1981) that action against the quarry firm would be 
taken on receipt of orders from Government. 

The matter was reported to Government in August 1980: 
their reply is awaited (January 1982). 

(b) Similarly, one lot of minor forest produce, viz., bajri 
and boulder (estimated price: Rs. 0·39 lakh) of Divisional 
Forest Officer, East Dehra Dun, was not sold in the main 
auction of minor forest produce lots (July 1979) as the Con
servator of Forests, on the recommendation of the Divi
sional Forest Officer, allotted (August l 979) the lot in favour 
of a co-operative society of Dehra Dun. Since the society 
had not worked and had not deposited the security amount, 
the allotment was cance11ed (September 1979). Subse
quently, the lot was put to auction twice in September 1979 
and November 1979 but the highest offers of Rs. 0·20 lakh 
and R s. O· I 0 lakh respectively, received from one and the 
same contractor were not approved on the ground that the 
amount was much below the estimated price of the lot. 

As per standing orders (January 1978) of the Chief Con
servator of Forests, the sale of lots of minor forest produce 
should not be postponed even if the price offered for such 
Jots is Jess than the estimated value. Thus. non-acceptance 
of the highest offer for a Jot which remained unsold till the 
end of the working season resulted in loss of Rs. 0·20 lakh, 
worked out with reference to the highest offer received in 
September 1979. 

The matter was reported to Government in · June 1980; 
their reply is awaited (January 1982). 

• 
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8.11. Inadequate arrangements for internal audit of forest 
receipts 

A reference was made in paragraph 8.9 of the Report of 
the Comptroller and Auditor General of India on Revenue 
Receipts for the year 1979-80 to inadequate internal audit 
organisation in the Forest Department. In March 1977, 
Government desired that audit of revenue and stores should 
be done annually in seven circles and biennially in the re
maining circles. Subsequently, Government decided that 
audit of each office should be done once in three years. 
But the prescribed quantum and periodicity of audit had 
not been adhered to, reportedly because the additional staff 

t demanded (August 1977) by the Chief Conservator of Forests 
for the purpose had not been sanctioned by Government 
so far (September 1981). As a result, internal audit of 
only 18 units (out of 114 units) including special audit of 
5 units involving 139 days was carried out by the internal 
audit organisation during 1980-8 t. 

Out of 2,537 objections raised by the internal audit 
organisation, 1,554 objections remained outstanding at the 
end of March 1981. 



CHAPTER 9 

OTHER D EPARTMENTAL R ECEIPTS 

REVENUE DEPARTMENT 

9.1. Non-realisation of deficiency in stamp duty, court fees 
a ncl penalties 

Under section 48 of the Indian Stamps Act, 1899, all 
duties, penalt ies and other sums requi red to be paid there· 
under are recovera ble by the district collectors as arrears 
of land revenue. 

ln the course of audit of the records of the Inspector 
G eneral o~ Registration, U. P. (April 1980), it was noticed 
that the total amount recoverable on account of deficiency 
in stamp duty and court fees pointed out by the Inspectors 
of Stamps from time to time and penalties imposed there
on amounted to Rs. 1.39·02 lakhs as on 31st March 1980. 

The department did not sta te any reason (s) for delay 
in recovery of the ou tstand ing dues. 

T he matter was repor ted to Government in April 198 1; 
their reply is awaited (January 1982). 

9.2. Management of Go,1ernment estates 

(I ) Introductory 

T he immovable properties belonging to the Sta te Gov
ernment and placed under the control of Land R eforms 
Comm issioner (now Board of Revenue), Uttar Pradesh, 
a re managed and admin istered through the district collec
tors. The dis trict officers may entrust the management of 
such government properties/ estates ei ther to the court of 
wards or to the tahsil staff. The district officers a re re
quired to ensure proper main tenan ce of record of govern
ment properties at tahsils. They should also see that no 
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rights of adverse possession are a llowed to grow up in 
favour of private persons, by imposition of a suitable rent 
or in such other manner as the circumsta nces of each pro
perty may require. 

Some important and interesting points noticed (October 
1980 to April 1981) during test check of the records of 
government estates management of which was entrusted 
to the tahsil staff in five district offices (Agra, Allahabad, 
Mirzapur. Naini T al and Rampur) and their sadar tahsils 
a re given in the succeeding paragraphs. 

(2) Maintenance of records 

During departmental inspection conducted by th e Board 
of Revenue, it was pointed out (June 1980) that full detai ls 
of government estates were not mentioned in the register 
of properties at each tahsil and that a consolidated register 
should also be m a intained at the district h~1dqua rters. 
It was, however, noticed that the consolidated register of 
properties had not been maintained <November 1980) at 
the district headquarters of Naini Tal and Rampur. In 
Allahabad, Agra and Mirzapur districts. the consolidated 
register was noticed to have not been ma inta ined properly 
as the entries had not been verified arid detai ls of govern
ment properties transferred elsewhere had also not been 
n :>ted. 

(3) Outstanding dues 

At the close of March 1980, the ou tstanding dues on 
account of lease rent, premium and auction - money of 
government estates pertaining to the year 1955-56 onwards 
amounted to Rs. 24·20 lakhs in fi ve districts (Naini Tai: 
R s. 21 ·66 lakbs: Allahabad: R s. I ·73 lakh s; Agra: R s. 0·56 
la kh; Mirzapur: R s. 0· 15 la kh and Rampur: R s.0· 10 
la k:i). The year-wise break-up of th e ou tstanding amounts 
a nd reasons for non-realisation could not be criven (Janu-
a ry 1982) by the district officers. :::o 
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In Allahabad district, the collection of dues declined 
from Rs. 0·54 lakh in 1975-76 to Rs. 0·12 lakh in 1979-80 
resulting in increase in arrears from Rs. 0·82 lakh in 
1975-76 to Rs. l .·73 lakhs in 1979-80. The departmental 
inspection conducted by the Board of Revenue in July 
1973 had revealed that the collection of R s. 0· 15 lakh was 
embezzled during March l 963 to July 1969 by the ex-z ile
dar, Allahabad, from whom the required amount of secu
rity of Rs. 5,000 had also not been obtained. Although 
embezzlement was detected in June 1970, the first infor
mation report was lodged only on 31st May l 972 after 
termination of the ex-ziledar's services on 28th May 1972 
as a result of the departmental enquiry. No action was 
noticed , however, to have been taken (March 1981) against 
seven supervisory officers (3 officers in-charge and 4 naib 
tahsildars) as desired (December 1977) by the Board of 
Revenue, who were also held responsible for the loss. 

(4) R enewal of leases 

In three districts (Allahabad, Agra and Naini T ai), 1,798 
leases involving I, 108· 10 acres of land had not been rene
wed (March 1981) as detailed below : -

Name of the T otal number Number of 
d istrict o f leases expired 

leases 

1. Alla ho bad 1,662 1,327 
2. Agra 220 220 
3. Nain i Tai Not available 251 

Total .. 1.882* 1,798 

Jn Mirzapur district, the leases were 
basis a nnua lly. Information perta ining 
not made ava ilable. 

(a) A Llahabad 

Area 
involved 

(/11 acres) 

969.30 
86.60 
52.20 

1,108.10 

given on auction 
to Rampur was 

(i) In 1967, the State Government had ordered renewal 
of th e expired leases and a lso fixed the rates of premium 

• Excluding Naini Tai 
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to be charged on renewal of such leases. These rates, 
along with the rates of annual rents, were again revised in 
1975. No reasons for non-renewal of expired leases were, 
however, given (November 1980). 

(ii) In 384 cases, the dates of expiry of the orig inal leases 
were not known and no action had been taken to ascerta in 
the same. 

(iii) If the expired leases were renewed at the rates 
prescribed by' Government in 1975, Government would 
have earned Rs. 39-45 lakhs by way of premium and 
Rs. 11·39 lakbs as annual rent from 676 leases. Jn respect 
of the remaining 651 leases, the amount of premium could 
not be worked out for want of details. No action in this 
regard had been taken (March 1981) . 

(b) R ampur 

Four plots measuring 70.15 acres were leased out to a 
private company during the period June 1944 to August 
1952 at a total annual rent of Rs. 1,260. The period of 
all the leases had expired by August 1976 but no action 
for their renewal had been taken (November 1980). In 
the absence of relevant details. the amount of premium 
and arrears of rent at the revised rates could not be worked 
out. There was also no record to show that the annual 
rent (at the old rates) in respect of these leases had been 
realised during the last ten years 1970-71 to 1979-80. 

(5) Encroachments/ unauthorised possessions 

(i) In Allahabad, 34 gardens covering 58.92 acres of 
land in Soraon Tahsil had not been auctioned since long 
(exact details were not available). An on-the-spot ins
pection carried out by the District Magistrate in l 97 1 had 
revealed th at most of the lands were being used by un
authorised persons for agricultural and residential pur
poses. No action had been taken (November 1980) for 
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their eviction as also for the auction of at least the un
occupied portion of the property. 

(ii) Similarly, an on-the-spot inspection carried out by 
the Additional Deputy Land Reforms Commissioner of 
plot no. I 36 at Naseebpur Bakhtiara, Allahabad City, in 
February 1980 revealed that the lessee had illegally sold 
the land to 14 persons wbo had constructed houses there
on. The Additional Deputy Land Reforms Commissioner 
had recommended that the concerned Lekhpal be suspend
ed and disciplinary action taken aga inst the concerned 
Naib Tahsildat. No action bad been taken to rea lise the 
premium and rent from the occupants. 

(i ii) At Dudhi (Mirzapur district), 37 cases of encroach· 
ments /unautborised possessions had been reported upto 
1976-77. Neither any information for the period there
after nor action taken fo r getting the encroachments vacat
ed in these cases was available. 

(6) Court cases 

Neither the register of ejectments a nd relinquishments 
was maintained in any of the districts test checked in audit 
nor was any record of the cases pending in the courts 
kept. Consequently, the correct position of the cases pend
ing in the courts for ejectment and realisat ion of the dues 
could not be ascertained. 

(a) A scrutiny of the records at Allahabad (November 
1980) revealed the following: 

(i) No inspection or survey of the land involved in 
the cases was carried out before filing suits in the 
courts of law. 

(ii) Cases involving 61.1 acres of land had been 
decided (upto March 1981) in favour of the State but 
no action had been taken for taking possession of th~ 
land. 

• 
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(b) At Naini Tai, out of 1,774 cases decided in favour of 
Government (upto September 1980), possession in 865 cases 
invo1ving 1,805 acres of land had not yet been taken (Octo
ber 1980). Year-wise break-up of these cases could not 
be furnished by the department. 

(c) At Mirzapur, 88 cases were filed in the court for 
ejectment during November 1974 to May 1977. Of these, 
58 cases were subsequ ently withdrawn for reasons not on 
record. The latest position in respect of the remaining 30 
cases could also not be furnished (April 1981) by the 
department. 

The matter was reported to Government in July 1981; 
their reply is awaited (Janua ry 1982). 

ANIMAL HUSBANDRY DEPARTMENT 

9.3. Non-recovery of dues from local bodies 
According to the Government orders (May 1944), local 

bodies are required to pay to Government at the rate of 
Rs. 40·25 per month per doctor for the services rendered 
by the veterinary assistant surgeons attached to the veteri
nary hospitals run by the local bodies. 

It was noticed during lest check (August l979 to Sep
tember 1980) of the records of the D eputy D irector , Animal 
H usbandry, Gorakhpur and Livestock Officers of Al igarh, 
Azamga rh, Babraich, Ballia. Basti, D eoria, F a izabad, 
Gorakh pur and Pauri Garhwal districts that the dues 
amounting lo Rs. 1 ·58 Jakhs were awa iting recovery from 
th e Zif a Parishads as on 31 st March 1980, as deta iled be
low: -

Zila Parisbad 

1. Aligarh 

2. Azamgarh 

Period Amount 

April 1976 to March 1979 

March 1969 to March 1979 

(111 lakll.\ 
of rupees) 

0.44 

0.18 



122 ) 

3. Bahraich October 1971 to March 1979 0.07 

4. BaUia April 1974 to March 1980 0.19 

5. Basti March 1973 to March 1979 0.15 

6. Deoria April 1972 to March 1980 0.15 

7. Faizabad April 1972 to August 1980 0.21 

8. Gorakhpur March 1973 to March 1979 0.10 

9. Pauri Garhwal April 1961 to March 1980 0.09 

Total . . 1.58 

The rate of R s. 40·25 per month per doctor fixed 36 
years back on the basis of the then scale of pay (Rs. 80-
Rs. 150) of a veterinary assistant surgeon had not been 
revised (September 1980) although the pay scales had been 
revised a number of times; the scale of pay of a veterinary 
assistant surgeon during the year 1980-81 is R s. 550-
Rs. 1,200. 

The matter was reported to Government in March 198t 
their reply is awaited (January 1982). 

FINANCE DEPARTMENT 

9.4. Non-recovery of audit fees from Co-operative Societies 

Under the Uttar Pradesh Co-operative Societies Rules, 
1968, every C0-0perative Society has to pay to Govern
ment a fee at the prescribed rates for the audit of their 
annual accounts by the auditors of lhe department within 
60 days of the receipt of the note of assessment. In the 
case of defaulters, the rules also provide for recovery of 
the dues as arrears of land revenue. 

A test check (September 1980) of the records of the 
Chief Audit Officer, Co-operative Societies and Panchayats, 
U. P., revealed that audit fees amounting to Rs. 10·00 

' 
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lakhs was outstanding as on 3 lst March 1980 against 1,391 
Co-operative Societies, as deta iled below:-

Period 

1953-54 to 1959-60 
1960-61 to 1964-65 
1965-66 to 1969-70 
1970-7 1 lO 1974-75 

1975-76 to 1978-79 
1979-80 

Total .. 

Amount 
(Rupees in laklts) 

O.o? 
0.05 
0.13 
0.73 
4.00 
5.02 

10.00 

A sum of Rs. 0·09 lakh had been written off between 
April 1980 and March 1981 in respect of 47 Co-operative 
Societies which had become defunct until March 1980. 

The effective arrears stood a t Rs. 9·91 lakhs as on 31st 
March 1981. 

The department stated that cla ims had been preferred 
by tJ1em in time in all cases but the amounts could not be 
paid by most of the Co-operative Societies due to their 
unsound financial position. It was further stated that re
covery certificates had been issued by them to revenue 
authorities for Rs. 2· 16 lakhs from time to time (year-wise 
details were not made available). No reason could be 
given for not issuing recovery certificates for th e remain
ing amounts wher~ the Societies had fai led to deposit the 
fees within the prescribed period. The extent of recover
ies effected aga inst the recovery certificates issued was also 
not known to the department. 

T he matter was reported to Government in May 1981; 
their reply is awaited (January 1982). 

IRRIGATION DEPARTMENT 

9.5. Non-imposition of punitive charges for unauthorised 
use of canal water 

Under the provisions of the Northern India Canal and 

Drainage Act, 1873 and the Ru les framed thereunder and 
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the M anual of Orders of the Irrigation Department, puni
tive charges are leviable for waste or misuse of ca nal water. 
Before ordering the levy of punitive charges in a case, the 
Divisiona l Officer has to satisfy himself that the case bas 
been promptly and immediately investiga ted by a respon
sible officer not below the rank of a Z iledar. The puni
tive charges so lev ied are to be treated as a sessrnent of 
occupier's rate and are to be included in the demand sta te
ment (J amaband i) for recovery by the Revenue D epart
ment as arrears of ]and revenue. 

Cases of non-levy of punitive charges for misuse of 
cana l water and unau thorised irrigation were earlier re
ported in paragraphs 8.3 , 9.9 and 9.3 of the Report of 
the Com ptroller and Auditor General of Ind ia o n Revenue 
R eceipts for the years 1977-78, 1978-79 and 1979-80 res-
pectively. The depa rtment issued instruct ions in 1978 to , 
all the Divisional Officers to the effect that each year at 
the time of finalising the jamabandi for each crop it should 
be ensured that the investigalions for irregular use of water 
are fi nalised and punitive charges therefor included in the 
jamabandis for that year as far as possible. 

In .the cou rse of audi t of the Lower Ga nga Canal Divi
sion. E tawah , however , it was noticed (September J 980) 
that 6,057 cases of misuse of canal water covering unautho
rised irrigation of 97,51 2 acres of land and involving pun i
tive charges amoun ling to Rs. 34· 13 lakhs pertaining to 
the yea rs 1971-72 to 1979-80 had not been investigated/ 
fina lised. 

The matter was reported to Government in November 
1980; their reply is awaited (J anua ry 1982). 

9.6. Non-levy of charges for irrigation at prescribed rates 

By a notification of March 1969, issued under the 
Northern India Canal and D ra inage Act, 1873. the Govern
ment of Uttar P radesh fi xed the charges for irrigation from 
3 to 5 cusecs capacity State tube-wells with effect from 
kharif 1969 as given under: 
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(i} A fixed charge of Rs. 20 per acre of irrigated 
area recoverable at Rs. 10 per acre per '/ asal', and 

(ii) In addition to (i} above, Rs. 10 per acre of land 
per watering for paddy and sugarcane and Rs. 8 per 
acre per watering for rabi and other kharif crops 

The above rates were revised in September 1976 and 
September 1977. 

In the course of audit of the Tube-well Division. Chan
dausi. it was noticed (July 1980 / August 1981) that during 
the years 1977-78 to 1980-81 charges for irrigation from 
13 State tube-wells with a capacity of 3 to 5 cusecs were 
levied at the pre-revised rates of 1969 instead of at the 
revised rates applicable with effect from April 1977. This 
resulted in short levy of irriga tion charges amounting to 
Rs. 3.02,784. 

The matter was brought · to notice of the department 
and Government in September 1980; their reply is awaited 
(January 1982). 

PUBLIC WORKS DE PARTMENT 

9.7. Under-assessment of rent of residences allotted to spe
cial aUottecs 

By a Government notification of September 1976 under 
the Pooled Housing Scheme Niyamawali, the houses con
structed for the State Government employees under the 
said scheme were to be allotted by the District Magistrate 
to the employees of the Government of Uttar Pradesh ex
cluding the employees of the Central Government, the 
Local-Self Government, autonomous bodies and Corpora
tions and the State Government employees on deputation 
or on foreign service. Prior approval of the Sta te Govern
ment for a llotment of houses, in unavoidable circumstanc
es, to the excluded categories was to be obtained and the 
rent chargeable from such persons was to be at the market 
rates which would not be less than double the standard 
rent. 
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In the course of audit of three Provincial Divisions, 
Public Works Department, at Bijnor, Rampur and Pratap
garh during 1980-81, it was noticed that pooled residences 
were allotted to 30 persons belonging to the ex~luded cate
gories. These persons paid rent at 10 per cent of pay or 
standard rent only. The Divisions did not demand and 
charge higher rent as stipulated in the Government noti
fication. This resulted in short assessment and short 
realisation of rent of Rs. 82,348. 

On this being pointe~ out in audit, the Collectors of 
Rampur and Bijnor stated (August 1981) that prior permis
sion of Government for a1lotment of the pooled housing 
residences was not obtained due to late receipt of the 
Pooled Housing Scheme Niyamawali of 1976. The in
formation in respect of the Provincial Division, P. W. D., 
Pratapgarh, is awaited (January 1982). 

The matter was reported to Government in August, 
September 1980 and February 1981; their reply 1s awaited 
(January 1982). 

ALLAHABAD, (S. N. TRIPATHD 

The Accountant General-Ill, Uttar Pradesh 

2 8 MAY 1982 Countersigned 

NEW DELHI, (GIAN PRAKASH) 

The Comptroller and Auditor General of India 

3 1 MAY 198~ . 
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APPENDIX I 

[Reference: P ARAGRAPH 1.2(c); page 4] 

Statement showing details of item 4 "Others" 

I . Minor Irrigation, 
Soil Conservation 
and Area D evelop
ment 

2. Education 

3. Medica l 

4. Other Admin ist rative 
Services 

5. Roads and Bridges 

6. Miscellaneous 
G eneral Services 

7. Agriculture 

8. Police 

9. Dividends and 
Profits 

10. Mines and Minerals 

1 l . Stat ionery and 
Printing 

I 2. Public Works 

13. Social Security a nd 
Welfare 

14 . Animal Husbandry 

15. Labour and 
Employment 

16. Co-operation 

17. Housing 

18. O ther General 
Econom.ic Services 

19. Miscellane-0us 

1978-79 

14.84 

8.15 

4 .89 

5.41 

3.67 

8.59 

3.32 

3.20 

2.81 

2.43 

2.36 

2. 15 

1.33 ' 

1.46 

1.09 

2. 10 

1.26 

J.04 

7.00 

Total . . 77. 10 
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1979-80 1980-8 1 

(/11 crores of rupees) 

11.34 

9.54 

4.75 

33.25 

3.98 

6.57 

3. 14 

3. 13 

5.98 

2.56 

2.56 

1.95 

1.1 8 

1.35 

1.13 

1.79 

1.49 

1.02 

6.54 

1.03.25 

7.03 

12.73 

5.02 

6.61 

3.76 

7.41 

5.27 

2.52 

4.10 

3.93 

2.46 

2.42 

2.33 

1.51 

1.34 

2.62 

1.57 

1.04 

8.90 

82.57 

' 

Increase(+ ) 
or 

decrea se( - ) 
with reference 

to 1979-80 

- 4.31 

+ 3. 19 

+ 0.27 

- 26.64 

-0.22 

+0.84 

+ 2.13 

- 0.61 

- 1.88 

+ 1.37 

-0.10 

+ 0.47 

+ 1.15 

+ 0.16 

+ 0.21 

+ 0.83 

+ 0.08 

+ 0.02 

+ 2.36 

-20.68 



• APPENDIX II 

(Reference: PARAGRAPH 1.8; page 14) 

Statement showing cost of collection under the principal 
heads of revenue 

Head of account Year Gross Expenditure Percent-
collection on age of 

collection expendi-
ture on 

collection 

(111 crores of rupees) 

I. Land Revenue 1978-79 46.86 LO.J 6 22 
1979-80 25.95 10.85 42 
1980-81 22.73 11.23 49 

2. Stamps and ' 1978-79 56.70 1.05 2 
Registration 1979-80 . 64.23 1.15 2 
Fees 1980-81 68.96 1.42 2 i 

~ . State Excise 1978-79 51.45 1.24 2 
1979-80 70.44 1.37 2 .. 1980-81 89.87 1.57 2 

4. Sales Ta:\ 1978~79 2,72.25 4.45 2 
1979-80 3,02.52 5.33 2 
1980-81 3,50.85 6.11 2 

5. Taxes on 1978-79 21.60 0.37 2 
Vehicles 1979-80 24.39 0.40 2 

1980-81 26.09 0.57 2 

6. Taxes ou 1978-79 27.28 0.21 I 

Goods and 1979-80 36.61 0.19 1 
Passengers 1980-81 41.05 0.47 1 

7. Taxes and 1978-79 6.96 0.21 3 

Duties on 1979-80 7.52 0.21 3 

Electricity 1980-81 12.47 0.27 2 

8. Other Taxes and 1978-79 24.83 0.25 

Duties on 1979-80 30.1 9 0.28 

Commodities and 1980-81 33.05 0.32 ,{ 
Services 

9. Forests 1978-79 42.26 2.79 7 
1979-80 45.18 3.21 7 
1980-81 49.13 6.84 13 
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APPENDIX III 

[R eference: PARAGRAPH 4.2.4(v); page 67] 

Statement showing difference between figures of statements 
prepared by Accounts and Statistical branches 

• 
Month Figures as per · Figures a' per Difference 

Accounts Branch Statistical Branch 

(Rs.) (R.r.) (Rs.) 

ALLAH!J!AD REGION 

July 1980 36,52,335.58 41 ,34,686.63 -4,82,351 .05 

August 1980 12,98,935.49 13,93,305.49 -94,370.00 

September 1980 15.25,830.06 16,87,767.12 -1,61,937; 06 

October 1980 45,28 ,541 .75 50, 13 ,555.09 -4,85 ,013.34 

November 1980 12,52.327 .51 18,39,877.16 -5,87,549.65 

December 1980 15,87 ,743.55 23,17,801.65 - 7 ,30,058. I 0 

January 198 1 59,20,679.78 52,95 ,140.07 + 6,25,539.71 

February 1981 21 ,58.279.55 21,31,417.44 + 26,862.11 

KANPUR REGION 
April 1980 81 ,47 .953.51 77,19,367.59 + 4,28,585.92 

May 1980 36,27,143.71 27,32,399.65 + 8,94,744.06 

June 1980 35,29,904.13 47,27,847.18 -11 ,97 ,943.05 

July 1980 91,83,686.97 85,89,138.10 + 5,94,548.87 

~ 
August 1980 28 ,53,615.09 31,75 '734.87 - 3,22,119.78 

September 1980 30,24,648.55 31.03,474.20 - 78,825.65 

October 1980 88 ,81 ,810.56 87,14,858.94 + 1,66,951.62 

November 1980 32,30, I 06.27 35.60,670.48 - 3,30,564.21 

December 1980 45,53,075.56 45,33,347.79 + 19,727.77 

JanuaI}' 1981 J,12,14,422.77 1,09,06,339.05 + 3,08,083.72 
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