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PREFACE

This Report of the Comptroller and Auditor GeneoélIndia for the year
ended March 2016 has been prepared for submissithe tGovernor of Uttar
Pradesh under Article 151 of the Constitution @fidn

The Report contains significant findings of auditReceipts and Expenditure
of major Revenue earning Departments under the rRev&ector conducted
under the Comptroller and Auditor General's (Dutieswers and Conditions
of Service) Act, 1971.

The instances mentioned in this Report are thokeshacame to notice in the
course of test audit for the period 2015-16 as wslithose which came to
notice in earlier years, but could not be repoitetthe previous Audit Reports;
instances relating to the period subsequent to -2@1%have also been
included, wherever necessary.

The Audit has been conducted in conformity with #diting Standards
issued by the Comptroller and Auditor General afidn







Overview

OVERVIEW

This Report contains 26 paragraphs including ondopeance audit of
“Working of the Transport Department” , relating to not/ short levy of tax,
duty and interest, penalty etc. involving finanagddect of% 2,895.55 crore.
The Departments/Government have accepted auditnaisms involving

% 1,547.50crore out of whiclR 82.05 lakh has been recovered. Some of the
major findings are mentioned below:

|. General

The total receipts of the Government of Uttar Psadfor the year 2015-16
were X 2,27,075.94 crore againgt1,93,421.60 crore during 2014-15. The
revenue raised by the State Government amountedl 11©4,240.91 crore
comprising tax revenue of 81,106.26 crore and non-tax revenue of
% 23,134.65 crore. Thus, the State Government caise only 4er cent of
the total revenue. The receipts from the Governmehtindia were
% 1,22,835.03 crore (State’s share of divisible Urtixes:X 90,973.69 crore
and grants-in-aid®® 31,861.34 crore). Taxes on Sales, Trade &td.7(692.40
crore) and Non-ferrous Mining and Metallurgical iistries T 1,222.17 crore)
were the major sources of tax and non-tax reveraspectively during
2015-16.

(Paragraph 1.1)

The arrears of revenue as on 31 March 2016 in cesgfesome principal
heads of revenugiz Tax on Sales, Trade etc., Stamp and Registragen f
Taxes on vehicles, Non-ferrous Mining and Metalicaty Industries, State
Excise and Entertainment tax amounted %t@7,626.04 crore, of which
¥ 11,864.37 crore was outstanding for more than ywars. Out of the total
outstanding,X 5,508.12 crore was certified for recovery as agear land
revenuey 4,163.41 crore was held up due to proceedings urt€a@and other
appellate authoritieg 587.59 crore was outstanding against the Government
semi Government Departments &d,520.51 crore was likely to be written
off and forX 15,457.15 crore specific action is underway in @@mmercial
Tax Department whereas specific action taken ipeaesof the remaining
% 389.26 crore was not intimated by the concernecaBeents.

(Paragraph 1.2)

During the year 2015-16 we test checked the recofd80 units relating to
Tax on Sales, Trade, etc., State Excise, Taxes ehicks, Goods and
Passengers, Stamps and Registration fees, EnteelminTax and Mining
Receipts and found underassessment/ short levy/dbsevenue aggregating
to ¥ 3,240.99 crore in 2,673 cases. During the courséhe year, the
Departments concerned accepted underassessmeiotharddeficiencies of
% 1,552.24 crore involving in 788 cases, of which 4é&ses involving
% 1,547.67 crore were pointed out in 2015-16 and irestarlier years. An
amount oR 1.73 crore was realised in 277 cases of which Sesavolving
% 84.71 lakh were pointed out in 2015-16 and rediaperd to earlier years.
(Paragraph 1.10)

Vii
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Mining Receipts

Audit of "Sustainable mining and optimization of revenue inGeology and
Mining Department” revealed the following:

Extraction of minor minerals were done without HEouwment
Clearance (EC) as evident from the fact that fieesées and 2,909
brick kiln owners were allowed to extract minenaithout any EC, 30
lessees were allowed to extract minerals in exagssquantity
approved in EC and plantation work was not dond®yease holders
in 191.77 acres of leased land. Further, the Gonem did not
recover the cost of minerals amountingtdL79.57 crore for these
violations.

(Paragraph 2.4.5t0 2.4.9)

The necessity for the filing and approval of a mgiplan was ignored
in the cases of 58 lessees. In addition, 15 lessmes allowed to
extract minerals without renewal of mining plan dftllessees were
allowed to extract mineral much above the quardjproved in the
mining plan. Thus the mining regulators had no k@nbver the
environmentally sensitive activity of mining andoaled exploitation
of scarce resources unchallenged. It did not evakengood this
violation by recoverin@ 282.22 crore as penalty.

(Paragraph 2.4.11)

Department did not monitor the submission of mamgaguarterly
returns, realisation of difference of royalty owisgon of rate, assess
the price of minerals and interest on belated payroé royalty/dead
rent etc. The DMO concerned did not cross checKdabes which led
to unauthorised excavation and transportation. ;Tthes Government
was deprived of revenue 3f477.93 crore.

(Paragraph 2.4.12 to 2.4.17)

[ll. Taxes on Vehicles, Goods and Passengers

A performance audit ofWorking of the Transport Department” revealed
the following:

Onetime tax oR 26.79 crore was short levied on 26,592 light four
wheeler goods vehicles and school maxi cabs bethNegember 2009
and March 2016.

(Paragraphs 3.3.9 & 3.3.10)

Additional tax and penalty of 25.77 crore was not levied on 721
JNnNURM buses found plying outside the Municipal Caogimn area
and Additional tax of ¥360.33 crore including penalty of
% 174.42 crore not levied on UPSRTC buses betweereidber 2009
and March 2016.

(Paragraphs 3.3.14)

vii
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Fitness fee of 4.56 crore including penalty was not levied or42,9
vehicles which plied without valid fithess -certdies between
February 2014 and March 2016. Plying of such Jekicalso
compromised public safety.

(Paragraphs 3.3.15)

Not creating the Uttar Pradesh Road Transport AstidRelief Fund

(UPRTARF) by the Department led t109.06 crore not being

credited for accident victims between April 2012 &tarch 2016.
(Paragraphs 3.3.17)

The Compounding Fee amounting 04.76 crore on violation of
permit conditions was not realised on contract atmbe carriage
vehicles between October 2012 and March 2016.

(Paragraphs 3.3.18)

Department did not impose penalty amountin® t2.58 crore under
Carriage by Road Act in 839 cases for differenegaties of vehicles
which were seized for overloading during the pefiradn July 2014 to
March 2016.

(Paragraphs 3.3.19)

The transport offices have no database/informatiovehicles plying
with or without PUC certificate as well as abseotefrastructure for
testing of pollution of vehicles.

(Paragraphs 3.3.22)

There were 12,41,085 vehicles involving cost amiogntto
% 43,564.38 crore hypothecated to banks. The Depattdid not get
inspected hypothecated documents from Stamp andstRemn
Department with a view to ascertain actual amounstamp duty.
Thus, the Government was deprived of reveni®182.70 crore.
(Paragraphs 3.3.26)

The inspection of field offices was not done asmams fixed. Acute

shortage of ancillary staff against the sanctiosteeingth led to excess

workload and adversely effected collection/recovargevenue.
(Paragraphs 3.3.29 & 3.3.31)

Additional tax of% 9.92 crore was not levied on §ANURM buses under
City Transport Services Limited which were foundyipy outside the
municipal corporation area.

(Paragraph 3.6)

Fitness fee of 2.88 crore including penalty was not levied on0@,3ehicles
which plied without valid fitness certificates. yRlg of such vehicles also
compromised public safety.

(Paragraphs 3.7.1)
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The Department did not impose penalty amountin th42 crore under
Carriage by Road Act on 591 cases of differentgmaies of vehicles which
were seized for overloading.

(Paragraph 3.9)

V. Tax on Sales, Trade etc

Audit of "System of collection of arrears of revenue in Commrcial Tax
Department in Uttar Pradesh” revealed the following:

e The amount of arrears increased fr&ni6,665.41 crore as on 1 April
2011 toX 27,188.58 crore as on 31 March 2016, thus regmgean
increase of 63.1ger cent.

(Paragraph 4.4.5.1)

* Recovery proceedings were delayed in 979 casesvingoan arrear of
% 217.51 crore due to notices of demand were eitbeserved or served
after inordinate delay.

(Paragraph 4.4.7.1)

» Failure in pursuance of 604 RRCs sent to otheeStasulted in dues of
¥ 233.60 crore remaining unrecovered.

(Paragraph 4.4.9)

» Belated filing of claims and no pursuance with tB#icial Liquidator
(OL) resulted in dues & 61.43 crore remaining unrecovered.
(Paragraph 4.4.12)

Tax of% 5.66 crore including penalty was short/not levieg do application
of incorrect rate of tax in respect of 50 CTOsha tases of 69 dealers for the
period 2008-09 to 2012-13.

(Paragraph 4.6)
Penalty amounting t& 6.23 crore was not levied on concealment of turnove
delayed deposit of tax and false purchase in réegé® CTOs in the cases of
74 dealers for the period 2007-08 (VAT) to 2013-14.

(Paragraph 4.7)

Entry tax not levied at correct rate and irregulabate on entry tax on

purchases resulted in short/not levy of entry thX @.68 crore in respect of

14 CTOs in the cases of 23 dealers for the per@@9-20 to 2012-13.
(Paragraph 4.8)

Interest oR 2.17 crore on delayed deposit of admitted tax wascharged in
respect of eight CTOs in the cases of eight dedterthe period 2006-07 to
2012-13.

(Paragraph 4.10)

There were irregularities in ITC claims like irréguinadmissible ITC claims,
excess claims, ITC not reversed, penalties not sagoand interest not
charged thereon etc. & 3.29 crore in respect of 35 CTOs in cases of 45
dealers for the period 2009-10 to 2012-13.

(Paragraph 4.11)
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V. Stamps and Registration Fees

Audit of "E-stamping and Prerna software in Stamp and Registration
Department” revealed the following:

» There were deficiencies in software like absence Saiftware
Requirement Specification (SRS), delayed executign Software
Development Agency, lateral connectivity betweee ®ROs and
provision for online appointment and document pmées@n.

(Paragraph 5.4.5)

» Search utility in the software was not utilised®ROs which resulted
in short levy of stamp duty and registration fee% 8.16 crore due to
valuation of residential land at agriculture ratel@ 1.72 crore due to
undervaluation of land.

(Paragraph 5.4.8)

« The Department did not have a well defined and dwmmied
password policy, access control system and interoahtrol
mechanism for proper application and enforceme RPRERNA.

(Paragraph 5.4.9)

* The Department failed to observe provisions of thE. E-Stamping
Rules like inspection of CRKA, timely locking ofstamp certificates
and SRO-wise details of revenue collected througtamp.

(Paragraph 5.4.11)

Residential land measuring 3.55 lakh square medsrwrongly registered for
% 40.64 crore at agricultural rate. Correct valuatwmesidential rate worked
out to ¥ 149.15 crore which resulted in short levy of staapy and
registration fees of 6.50 crore.

(Paragraph 5.6)

Land of 55,679 square meter declared residentia megistered fo¥ 4.84
crore at the agricultural rate instead ¥019.56 crore at residential rate. This
resulted in short levy of stamp duty and registratees oR 90.79 lakh.

(Paragraph 5.7)

VI. State Excise

The licensees did not deposit the entire amounseairity deposit within
prescribed time limit. For this default, action foancellation of settlement
and forfeiture of deposited basic license fee awlisty money amounting to
X 37.43 crore was not initiated as envisaged in tbe$fR by two DEOS in
1007 cases.

(Paragraph 6.10)
FL 7B license fee on 364 licensees was not levigd2® DEOs which
deprived the Government of revenued.70 crore during the years 2013-14
to 2015-16.

(Paragraph 6.11)

Xi






Chapter-1: General

CHAPTER-I
GENERAL

1.1 Trend of revenue receipts

1.1.1 The tax and non-tax revenue raised by the Govamhroé Uttar
Pradesh during the year 2015-16, the State’s sifaret proceeds of divisible
Union taxes and duties assigned to the state ard-gr-aid received from the
Government of India during the year and the cooedmg figures for the
preceding four years are mentioned able 1.1.1.

Table- 1.1.1
Trend of revenue receipts
® in crore)
Sl. No. Particulars 2011-12 2012-13 2013-14 2014-15 2015-16
1. Revenue raised by the State Government
* Tax revenue 52,613.43 58,098.36 66,582.08 74,172.42 81,106.26
» Non-tax revenue 10,145.30 12,969.98 16,449.80 19,934.80 23,134.65
Total 62,758.73 71,068.34 83,031.88 94,107.29 1,04,240.91
2. |[Receipts from the Government of India
« Share of net proceeds| 50,350.95 57,497.86 62,776.70 66,622.91 90,973.69
divisible Union taxe
and duties
» Grants-in-aid 17,760.02 17,337.79 22,405.17 32,691.47 31,861.34
Total 68,110.97 74,835.65 85,181.87 99,314.34 1,22,835.03
3. |Total revenue receipts of | 1,30,869.70 1,45,903.99| 1,68,213.75 1,93,421.60 2,27,075.94
the State Government
(1 and 2)
4. Percentage of 1 to 3 48 49 49 49 46

Source: Finance Accounts of the Government of URtadesh

The above table indicates that during the year 2®,%he revenue raised by
the State Government (,04,240.91 crore) was 4per cent of the total
revenue receipt(2,27,075.94 crore). The balancepigt cent of the receipts
during 2015-16 was from the Government of India.

! For details, please see Statement No. 14 - ddtaitcounts of revenue by minor heads in

the Finance Accounts of the Government of UttadBsh for the year 2015-16. Figures
under the major heads 0020 - Corporation tax, 00Zlaxes on income other than
corporation tax, 0028 - Other Taxes on IncomeExuenditure, 0032 - Taxes on wealth,
0037 - Customs, 0038 - Union excise duties, 00&rvice tax and 0045 - Other taxes
and duties on commodities and services - Sharetgbnoceeds assigned to States booked
in the Finance Accounts under ‘A - Tax revenue’énbeen excluded from revenue raised
by the State and included in ‘State’s share ofsililé Union taxes’ in this statement.
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Chart 1.1

Breakup of Revenue Receipts of the State
Total revenue receipts of the State ¥2,27,075.94 crore
Tin crove (per cent)

31.861.34
(14%)
ETaxrevenue

81,106.26
(36%)

E Non-taxrevenue

23.134.65 Share of net proceeds of
(10%) divisible Union taxes and
duties

B Grants in aid

1.1.2 The details of the tax revenue raised during tBdod 2011-12 to
2015-16 are given imable 1.1.2.

Table 1.1.2

Details of Tax Revenue raised

(R in crore)

Sl. | Head of revenue | 2011-12 2012-13 2013-14 | 2014-15 2015-16 | Percentage of
No. increase (+) or
decrease (-) in
actual of 2015-16
in comparison to

BE BE BE BE BE BE of | Actual of

Actual Actual Actual Actual Actual 2015-16| 2014-15

1 | Taxon Sales, 32,000.00| 38,492.18| 43,936.00| 47,497.92| 52,670.69 (9.45 | (+)11.09
Trade etc. 33,107.34| 34,870.16| 39,645.45| 42,931.54| 47,692.40

2 | State excise 8,124.08| 10,068.28| 12,084.00| 14,500.00| 17,500.00 ()1952| (+)4.46
8,139.20| 9,782.49| 11,643.84| 13,482.57| 14,083.54

3 | Stamps and 6,612.00| 9,308.00| 10,555.00| 12,722.67| 14,836.00 (1639 (+)5.09
Registration Fees| 7,694.40| 8,742.17| 9,520.92| 11,803.34| 12,403.72
4 | Taxeson 2,329.95| 3,093.90| 3,713.00| 3,950.00| 4,658.00

; )5.31| (+)16.14
Vehicles, Goods | 2 380.67| 2,993.96| 3,442.01| 3,797.58| 4,410.53 © “
and Passengers

(0041 & 0042)
5 | Otherd 1268.12| 1004.68 1.905.00| 2327.34| 2250.31(, 1181 (41663
1,291.80| 1,709.58| 2,329.86| 2,157.39| 2,516.07
Total 50.334.15 62,057.04| 72,193.00| 80,997.93| 91.91500| y 11 76| (4)935

52,613.41| 58,098.36| 66,582.08| 74,172.42| 81,106.26

Source: Finance Accounts of the Government of URtadesh

2 Others includes receipts ( less than fieecent of tax revenue) from the following :
Taxes and duties on Electricity, Land Revenue, Hegeeipt Tax, Entertainment Tax and
Betting Tax.
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Chart 1.2

Breakup of Tax Revenue for 2015-16
(Total Tax Revenue ¥ 81,106.26 crore)
Tin crore (per cent)

2,516.07
4,410.53 (3%)
(&%)

12,403.72
(15%)

47,692.40,

(39%)

14,083 .54,
(17%)

B Tax on Sales, Trade etc
B State excise
Stamps and Registration fees
E Taxes on Vehicles, Goods and Passengers
u Others

[Figuresin pereentiage indicate share in total tax revenie]

It can be seen from thieable 1.1.2that the variation ranged between (-) 19.52
and (+) 11.81per cent between the budget estimates and the actual during
2015-16 and variation between actual of 2014-15 20tb-16 under various
heads of revenue ranged between (+) 4.46 to (631#r cent.

The respective Departments reported the followeagons for variation:

Tax on Sales, Trade etcThe reason attributed by the Department for not
achieving the Budget Estimate was due to redudtioprice of crude oil,
natural gas and cement. However, reddonincrease of actual receipts was
due to collection of more receipts under Tax oreS§alrade etc..

State Excise Department:The reason attributed by the Department for not
achieving the Budget Estimate was mainly due tedegess, consideration
fees and prices of liquor in nearby States in campa to this State. However
reasofi for increase in actual receipts was due to reidisaf more revenue
on account of sale of Country Spirits and Malt lacgietc

Stamps and Registration FeesThe reason attributed by the Department for
not achieving the Budget Estimate was due to ldckterest shown by the
public in real estates especially in western URaadesh. However, actual
receipt was higher than the previous years’ duedase in annual rate list.

The other Departments despite being requestedadishtimate the reasons for
variation in Budget Estimate and receipts from tlodit previous year
(October 2016).

1.1.3: The details of the non-tax revenue raised durmggperiod 2011-12 to
2015-16 are indicated ihable 1.1.3.

% As per Finance Accounts.
“ As per Finance Accounts.
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Table 1.1.3
Details of Non-tax revenue raised
(R in crore)
Sl. Head of revenue 2011-12 | 2012-13 | 2013-14 | 2014-15 | 2015-16 | Percentage of
No. increase (+) or

decrease () in
actual of 2015-16
in comparison to

BE BE BE BE BE BE of | Actual of
Actual Actual | Actual | Actual Actual | 2015-16 | 2014-15
1 | Miscellaneous 4,216.01 | 3,264.23| 2,970.98| 4,037.81| 4,774.00 | (+)3.67 | (-) 22.67
General Services | 4,035.23 | 4,494.11 | 3,194.28 | 6,400.41 | 4,949.22
2 | Education, Sports, | 3,000.00 | 5,410.00 | 5,852.75| 6,887.18| 7,600.00 | (+) 40.16| (+) 83.70
Art and Culture 2,008.55 | 4,211.69 | 6,414.09 | 5,798.52 | 10,652.08
3 | Non-Ferrous 900.00 | 954.00 | 1,000.00| 1,100.00| 1,500.00 | (-) 18.52 (+) 18.72
Mining and 503.28 | 72213 | 91252 | 1,029.42| 1,222.17
Metallurgical
Industries
4 | Power 180.00 90.00 | 270.00 | 2,700.00| 2700.00 | (-)51.03] (+)36.61
76.83 72.80 | 1,060.81| 967.87 | 1322.17
5 | Other Non-tax 3,815.55 | 4,455.59 | 3,088.75| 5,506.96| 5.062.32 | (-) 1.45 | (-)13.06
receipts 3,431.41 | 3,469.25| 4,868.10| 5,738.58| 4989.01
Total 12,111.56| 14,173.82| 13,182.48| 20,231.95/ 21,636.32| (+) 6.93 | (+) 16.05
10,145.30| 12,969.98| 16,449.80| 19,934.80 23,134.65

Source: Finance Accounts of the Government of URtadesh

Chart 1.3

Breakup of Non-Tax Revenuce for 2015-16
(Total Non-Tax Revenue ¥ 23,134.65 crorce)
Tin crorve (per cenr)

4,989.01 4,949.22
(22%06) (21%48)

10.652.08
(46%6)

m7\iscellameous General Services = Education, Sports, Art an«d Culture
Non-Ferrous Mining and Metalhir gicalIndustries ¥ Power
= Other Non-tax receints

[Figuresin percentage indicate shure in total non-tax revenzef

It can be seen from thieable 1.1.3that the variation ranged between (-) 51.03
and (+) 40.16per cent between the budget estimates and the actual during

® Others includes receipts ( less than fieecent of non- tax revenue) from the following :

Other Fiscal Services, Interest receipts, Dividemad Profits, Public Service Commission,
Police, Jail, Stationery & Printing, Public Work®ther Administrative Services,
Contribution & Recoveries towards pension and othgrement benefits, Medical & Public
Health, Family Welfare, Water Supply & SanitatioHpusing, Urban Development,
Information & Publicity, Labour & Employment, SotiGecurity & Welfare, Other Social
Services, Crop Husbandry, Animal Husbandry, D&evelopment, Fisheries, Forest &
Wild Life, Agriculture & Research & Education, Casnation, Other Agriculture Programs,
Land Reforms, Other Rural Development ProgramseOsipecial areas programs, Major
Irrigation, Medium Irrigation, Minor Irrigation, No Conventional Source of Energy,
Village & Small Industries, Industries, Other Inthiess, Civil Aviation, Roads & Bridges,
Road Transport, Tourism, Civil Supply and Other &ahEconomic Services.
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2015-16 and variation between actual of 2014-15 201b-16 under various
heads of revenue ranged between (-) 22.67 to (#0&@r cent.

The respective Departments reported the followeagons for variation:

Non-Ferrous Mining and Metallurgical Industries: The reason attributed
by the Department for not achieving the Budgetriate was due to revision
in rates of royalty and mining of san@iurang which was banned by order of
Hon’ble high court. The reason for increase of igcever previous year was
due to increase of rates of royalty and speciehétin by enforcement.

The other Departments despite being requestedadishtimate the reasons for
variation in receipts from that of previous yearc{@er 2016).

1.2  Analysis of arrears of revenue

The arrears of revenue as on 31 March 2016 in cegpsome principal heads
of revenue amounted t27,626.04crore of which 11,864.37 crore was

outstanding for more than five years, as detaitetiable 1.2
Table 1.2
Arrears of revenue

(R in crore)
Sl. Head of revenue Total Amount Stages at which arrears were pending
No. Amount outstanding
outstanding for more
as on 31 than five
March years as on
2016 31 March
2016
1. | Taxon Sales, Tradq 27,188.58 11,804.32 | Out of 27,188.58 crore, demand for
etc. % 4,270.19 crore had been certified for recovery|as
arrears of land revenue; recovery certificates |for
¥ 1,195.28 crore have been sent to other states;
recoveries fork 4,122.26 crore had been stayed by the
courts/appellate authority and Government; receseyi
for ¥ 587.59 crore were outstanding against the
Government/semi Government Departments; [the
demand for recovery & 1,514.74 crore was likely to
be written off; an& 41.37 crore was outstanding from
transporters. For remaining amount of
X 15,457.15 crore, specific action is underway in the
Department.
2. | Stamps and 243.76 The The details of arrears outstanding for more thag fi
Registration Fees Department | years were not available with the Department. The
has no such| Department could not furnish stages under which
data. recovery is pending.

3. | Taxes on Vehicles 118.11 The Out of X 118.11 crore, demand f&r13.98 crore had
Department | been stayed by the Hon’ble courts and Government.
has no such| The details of arrears outstanding for more thag fi

data. years were not available with the Department| at
Headquatrter level.

4. | State Excise 52.72 52.25 Demand for the entire outstanding amount [ie.
X 52.72 crore had been certified for recovery asaasre
of land revenue. Out oR 52.72 crore, recovery
certificates for¥ 0.06 crore have been sent to other
states; demand f& 16.81 crore had been stayed py
the Hon'ble courts and@ 5.77 crore was likely to bé
written off.

5. | Entertainment Tax 22.87 7.80 Out of ¥ 22.87 crore, demand fd¥ 10.36 crore had
been stayed by the Hon’ble courts/appellate authori
and demand foR 12.51 crore had been certified for
recovery as arrears of land revenue.

6. | Non-Ferrous Department| Department | The details of arrear were not available with the

Mining and | has no such| has no such| Department at Directorate level.
Metallurgical data data
Industries

Total 27,626.04 11,864.37

Source: Information provided by the Departments
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Chart 1.4

Breakup of arrcars of revenuc as on 31 March 2016
Total arrears of revenue T 27,626.04 crore
Tin crore (per cent)

389.26, (1%)

5,508.12,(20%) M Certified for recoverv as
arrears of Land revenue

@Held up by the Corls, other
appellate athorities

M Outstanding agamst the
Govemnment/semi Government

Departments
4,163.41, (15%) ELikely to be written off’
| Specicachion 15 imder way
S87.59,(2%) @ Specific action not mtimated

15, 457.15.(56%) by the concerned Departments

1,520.51, (6%)

Out of the total outstanding of 27,626.04 croreX 5,508.12 crore was
certified for recovery as arrears of land rever’ué,163.41 crore was held up
by the Courts, other appellate authoriti&s587.59 crore was outstanding
against the Government/semi Government Departm&rit§20.51 crore was
likely to be written off and foR 15,457.15 crore specific action is underway
in the Commercial Tax Department whereas speatfioa taken in respect of
the remaining 389.26 crore was not intimated by the concernedde@nts.

1.3 Arrears in assessment

The details of cases pending at the beginning efydar, cases becoming due
for assessment, cases disposed of during the gdaruanber of cases pending
for finalisation at the end of the year as furnahsy the Commercial Tax
Department in respect of Taxes on Sales, Trade(®ates Tax, Value Added
Tax, Entry Tax, Central Sales Tax and tax on wadkgracts) was as below in
Table 1.3.

Table 1.3
Arrears in assessments
Head of Opening | New cases | Total Cases Balance Percentage
revenue balance | due for assessments | disposed at the end | of disposal
assessment | due of during of the (col. 5to 4)
during 2015-16 year
2015-16
1 2 3 4 5 6 7
Tax on 66,261 2,21,963 2,88,224 2,79,019 9,205 96.81
Sales, Trade
etc.

Source: Information provided by the Department

The percentage of disposal was good but efforts bgaynade to dispose off
cases in the same year so that arrears do not raise
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1.4

The details of cases of evasion of tax detectetth&yCommercial Tax, Stamps
and Registration, Transport, and Entertainment Tepartment, cases
finalised and the demands for additional tax raised reported by the
Department are given ifiable 1.4

Table 1.4
Evasion of Tax

Evasion of tax detected by the Departments

(X in crore)
Sl. | Head of revenue | Cases Cases Total Number of cases in which | Number of
No. pending | detected assessment/ investigation | cases
as on 31 | during completed and additional pending for
March 2015-16 demand with penalty etc. finalisation
2015 raised as on 31
Number of | Amountof | March 2016
cases demand
, | JEREm SHEs, 9,003| 6,682 15,685 6,788|  2,374.25 8,897
Trade etc.
9, [Stamps and 18,831 31,127 49,958 32,047 N.A. 17,911
Registration Feeg
3. | Taxes on Vehicle 5,358 297| 5,655 10 0.27 5,645
4 | Entertainment 17 13 30 30 0.04 0
’ Tax
Total 33,209 38,119| 71,328 38,875 2,374.56 32,453

Source: Information provided by the Departments

It would be seen from the above table that numbecases pending for
finalisation at the end of the year did not inceeagcept in case of Taxes on
Vehicles, but the reduction in pendency of casesweay slow.

15

The number of refund cases pending at the beginoindpe year 2015-16,
claims received during the year, refunds allowednduthe year and the cases
pending at the close of the year 2015-16 as rephdoyethe Commercial Tax
and State Excise Department is give able 1.5

Table 1.5
Details of pendency of refund cases

Pendency of refund cases

(X in crore)
Sl. | Particulars Sales tax / VAT State Excise
— No. of | Amount | No.of | Amount
cases cases
1. Claims outstanding at the beginning @ 171 27.88 02 1.83
the year
2. Claims received during the year 9,761 731.49 0 0
Refunds made during the year 9,814 754.44 0 0
4. Balance outstanding at the end of the 118 4.93 02 1.83
year

Source: Information provided by the Departments

®The Department stated that the data of openingibalas on 01.04.2015 informed earlier
was provisional and has been amended.
"This includes 17 cases of previous year in whizlliscrepancy was found.
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Uttar Pradesh VAT Act provide for payment of intreat the rate of onger
cent per month, if the excess amount is not refundetheodealer within 30
days from the date of order of refund passed byadisessing authority till the
refund is made. Though the progress of refund catasales tax/ VAT was
considerably good but the pendency of the refunthatend of the year is
liable for payment of interest. In State Excise &#&ment the claims pending
from previous year were not refunded during the.yea

1.6 Response of the Government / Departments towaséudit

The Accountant General (E&RSA), Uttar Pradesh cotsluperiodical
inspection of the Government Departments to testlklihe transactions and
verify the maintenance of important accounts argotecords as prescribed
in the rules and procedures. These inspectionsfdi@ved up with the
Inspection Reports (IRs) incorporating irregulasti detected during the
inspection and not settled on the spot, which ssead to the heads of the
offices inspected with copies to the next highetharities for taking prompt
corrective action. The heads of the offices/Govenimare required to
promptly comply with the observations containedtie IRs, rectify the
defects and omissions and report compliance thrawnigial reply to the AG
within one month from the date of issue of the IFSerious financial
irregularities are reported to the heads of theadepent and the Government.

Analysis of Inspection Reports issued upto Decenit@&5 disclosed that
39,256 audit observations involvirtg6,977.03 crore relating to 11,616 IRs
remained outstanding at the end of June 2016 asioned below alongwith
the corresponding figures for the preceding tway@aTable 1.6

Table 1.6
Details of pending Inspection Reports
June 2014 | June 2015 June 2016
Number of IRs pending for settlement 11,104 10,899 11,616
Number of outstanding audit observations 34,446 38,049 39,256
Amount of revenue involve&(n crore) 6,816.69 6,813.44 6,977.03

Source: Information available in the audit office

1.6.1 The Department-wise details of the IRs and audiseovations
outstanding as on 30 June 2016 and the amountlvéd/are mentioned in the
Table 1.6.1
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Table 1.6.1
Department-wise details of IRs
(Xin crore)
Sl. Name of the Nature of Number of Number of Money
No Department receipts outstanding | outstanding value
IRs audit involved
observations

1 | Finance Taxes on Sales, 5,191 22,796 3,573.00

Trade etc.

Entertainment 163 344 15.25

tax
2 | State Excise State Excise 1,161 2,260 1,075.62
3 | Transport Taxes on 1,253 4,885 812.09

vehicles
4 | Stamps and Stamps and 3,680 8,147 740.45

Registration registration fees
5 | Geology and Non-ferrous 168 824 760.62
Mining mining and
metallurgical
industries
Total 11,616 39,256 6,977.03

Source: Information available in the audit office

Audit did not receive even the first replies frame theads of offices within one
month from the date of issue of the IRs for 631 if&ied during 2015-16.
This large pendency of the IRs due to not receitirggreplies is indicative of
the fact that the heads of offices and the Departsnéid not initiate action to
rectify the defects, omissions and irregularitiesned out by the AG in the
IRs.

1.6.2 Departmental audit committee meetings

The Government sets up audit committees to mordiod expedite the
progress of the settlement of the IRs and paragrapthe IRs. The details of
the audit committee meetings held during the y€d55216 and the paragraphs

settled are mentioned rable 1.6.2.
Table 1.6.2
Details of Departmental audit committee meetings

®in crore)
Sl. Head of revenue Number of Number of Amount
No. meetings held | paras settled
1. | Tax on Sales, Trade etc. 23 72 2.11
2. | Taxes on Vehicles 02 53 0.24
3. | Stamp and Registration fee 01 76 1.33
4. | Entertainment Tax 01 19 0.12
Total 27 220 3.80

Source: Information available in the audit office

The progress of settlement of paragraphs pertaitinpe Commercial Tax
Department, Transport Department, Stamp and Regatr Department and
Entertainment Department was negligible as comptrdtie huge pendency
of the IRs and paragraphs; despite holding Departaheaudit committee
meetings. State Excise Department and Geology anthdylDepartment did
not hold any Departmental audit committee meetdegpite the request.
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The Government may consider devising an effectiveystem for prompt
and appropriate response to audit observations ando hold audit
committee meetings.

1.6.3 Records not produced to audit for scrutiny

The programme of local audit of Tax Revenue/Nonfevenue offices is
drawn up sufficiently in advance and intimation® assued, usually one
month before the commencement of audit, to the Deyeats to enable them
to keep the relevant records ready for audit sayuti

During the year 2015-16 in 29 commercial tax oSidest of deemed cases,
assessment files, returns, refunds registers dred oélevant records were not
made available to Audit. Audit could not ascertdie amount involved in
these cases due to unavailability of records.

1.6.4 Response of the Departments to the draft atigharagraphs

The draft audit paragraphs proposed for inclusionthe Report of the
Comptroller and Auditor General of India are forded by the AG to the
Principal Secretaries / Secretaries of the conceDepartment, drawing their
attention to audit findings and requesting thensead their response within
six weeks. The fact of not receiving of the repliesm the Departments /
Government is invariably indicated at the end afhsparagraphs included in
the Audit Report.

Twenty six draft paragraphs including one Perforoeaaudit were sent to the
Principal Secretaries of the respective Departmégtshiame between May
2016 and July 2016. The replies of the Governmeamédtment have been
included in this Report.

1.6.5 Follow up on the Audit Reports-summarised patson

To ensure accountability of the executive in respéall the issues dealt in
the various Audit Reports (ARs), the Department Kihance issued
instructions in June 1987 to initiat®io moto action on all paragraphs/
Performance audits figuring in the Audit Reportespective of whether the
cases were taken up for examination by the PubbBcoAnts Committee
(PAC) or not. In spite of these provisions, the larptory notes on audit
paragraphs of the Reports were being delayed inately. Two hundred and
fourteen paragraphs (including Performance auitdyided in the Reports of
the Comptroller and Auditor General of India on fRevenue Sector of the
Government of Uttar Pradesh for the years endel&th 2011, 2012, 2013,
2014 and 2015 were placed before the State Legisl&tssembly between 30
May 2012 and 08 March 2016. The action taken exdtag notes from the
Departments concerned on these paragraphs welga@date. For the Audit
Reports 2010-11 to 2014-15, against 214 paragragiisn taken explanatory
notes of 129 paragraphs were received late witaydednging between one
month and 43 months. Action taken explanatory nategespect of 85

paragraphs from the Departments had not been extéor the Audit Report
year ended 31 March 2011, 2012, 2013, 2014 and 201a&r (October 2016).

The PAC discussed 96 selected paragraphs pertdmitng Audit Reports for
the years from 2010-11 to 2013-14. However, Acfi@ken Notes (ATNSs)

10
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have not been received in respect of 96 paragrapltee PAC from the
Departments concerned as mentionedahble 1.6.3.

Table 1.6.3
Summarised position of ATNs of Audit Reports
Year Name of the Department Total
2010-11| State Excise, Transport and Stamp & Registratioeigit and 17

Measurement

2011-12| Commercial Tax, State Excise, Transport, Stamp §iReation, Geology| 54
and Mining, Medical Health and Family Welfare/ FatréVeight and

Measurement
2012-13| State Excise, Transport, Geology and Mining, Wegtd Measurement | 18
2013-14| State Excise, Commercial Tax 07

Total 96

Source: Information available in the audit office

1.7 Analysis of the mechanism for dealing with théssues raised by
Audit

To analyse the system of addressing the issuesidtitgd in the Inspection
Reports/Audit Reports by the Departments/Governmiiiat action taken on
the paragraphs included in the Audit Reports ofidlsé 10 years for Transport
Department was evaluated and is included in thiditAReport.

The succeeding paragraphs 1.7.1 to 1.7.2 discusspéhformance of the
Transport Department under revenue head 0041 af?2 &3d cases detected
in the course of local audit during the last teargeand also the cases included
in the Audit Reports for the years 2006-07 to 20865-

1.7.1 Position of Inspection Reports

The summarised position of the Inspection Repostuad to Transport
Department during the last 10 years, paragraphHsdad in these reports and

their status as on 31 March 2016 are tabulatedabield able-1.7.1
Table 1.7.1
Position of Inspection Reports

(X in crore)

Sl. Year Opening Balance Addition during Clearance during Closing balance

No. the year the year during the year
IRs [Para Money | IRs [Para | Money | IRs |Para |Money| IRs [Para Money

graphs| value graph| value graphs | value graphs| value
s

1 2006-07 904 | 2,710| 102.72| 61 | 171 9.22 1 4| 0.01 964 | 2,877 | 111.93
2 2007-08 964 | 2,877 | 111.93| 67 | 295 11.35 6 12| 0.10| 1,025| 3,160 | 123.18
3 | 2008-09 | 1,025| 3,160| 123.18| 74 | 245| 107.19| 208 546 | 10.73| 891 2,859 | 219.65
4 | 2009-10| 891 2,859| 219.65| 78| 360 | 25.74| 39 111 | 11.15( 930 | 3,108 | 234.24
5 | 2010-11| 930 3,108| 234.24| 60 | 183 8.34| 132 610 | 15.57| 858 2,681 | 227.01
6 2011-12 858 | 2,681 | 227.01| 71| 510 87.47 4 24| 0.39 925 | 3,167 | 314.09
7 2012-13 925 | 3,167 | 314.09| 80 | 744 | 170.80 0 5 0.12| 1,005 3,906 | 484.77
8 | 2013-14| 1,005| 3,906 | 484.77| 78| 733 | 327.22| 7 114 | 1.77| 1,076 | 4,525| 810.22
9 | 2014-15| 1,076 | 4,525| 810.22| 60 | 575| 57.88| O 6| 0.20| 1,136| 5,094 | 867.90
10 | 2015-16 | 1,136 | 5,094 | 867.90| 66 | 526 | 28.95| O 53| 0.24| 1,202| 5,567 | 896.61

Source: Information available in the audit office

11



Audit Report (Revenue Sector) for the year ended 31 March 2016

The Government arranges Audit Committee Meetingswéen the
Department and AG'’s office to settle the old paapbis. As would be evident
from the above table, against 904 outstanding IRs 2y710 paragraphs as on
01 April 2006, the number of outstanding IRs ineseshto 1,202 with 5,567
paragraphs as on 31 March 2016. This is indicativthe fact that adequate
steps were not taken by the Department in thisrdegssulting in increase in
the number of the outstanding IRs and paragraphs.

1.7.2 Recovery of accepted cases

The position of paragraphs included in the Audip&e¢s of the last 10 years,
those accepted by the Transport Department andarti@unt recovered are
mentioned inTable 1.7.2

Table 1.7.2
Recovery of accepted cases

®in crore)
Year of Number of | Money Number of | Money Amount
Audit paragraphs | value of the| paragraphs | value of | recovered
Report included paragraphs | accepted accepted

paragraphs

2005-06 3 1.73 3 1.30 1.18
2006-07 2 6.11 0 0 0
2007-08 2 82.02 1 30.62 16.12
2008-09 4 5.80 4 1.48 0.38
2009-10 6 15.62 4 3.48 1.98
2010-11 7 2.46 6 1.58 0.72
2011-12 9 15.42 5 11.28 4.21
2012-13 8 9.75 6 1.88 0.64
2013-14 10 35.58 0 0 0
2014-15 7 38.82 6 38.52 0.20

Source: Information available in the audit office

It is evident from the above table that the progre$ recovery even in

accepted cases was negligible during the last warsy The recovery of
accepted cases was to be pursued as arrears @gevéom the concerned
parties. No mechanism for pursuance of the acdegdses had been put in
place by the Department/Government. In the absehaesuitable mechanism,
the Department could not monitor recovery of aceggiases.

The Department may take immediate action to pursueand monitor
prompt recovery of the dues involved in accepted sas.

1.8 Action taken on recommendations accepted by the
Departments/ Government

The draft Performance audits (PAs) conducted byAtBeare forwarded to the
concerned Department/Government for their infororatwith a request to
furnish their replies. These Performance auditeevatso discussed in an exit
conference and the Department's/ Government's viears included while
finalising the Performance audits for the Audit Beg.

The details of accepted recommendations and thaiuss in respect of

12
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Performance audits on the Commercial Tax Departméhtansport
Department and Stamp and Registration Departmentrid in the last five
years Reports are shown in thppendix-I.

1.9 Audit execution for the financial year 2015-16

The unit offices under various Departments aregoateed as high, medium
and low risk units according to their revenue positpast trends of the audit
observations and other parameters. The annual pladitis prepared on the
basis of risk analysis whicimter-alia include critical issues in Government
revenues and tax administration i.e. budget speethite paper on state
finances, Reports of the Finance Commission (Statel Central),
recommendations of the Taxation Reforms Commitséagtjstical analysis of
the revenue earnings during the past five yearstofs of the tax
administration, audit coverage and its impact dupast five years etc.

During the year 2015-16, there were 2,352 auditablts, of which 585 units
were planned and 580 units had been audited, whi2Bper cent of the total
auditable units. Five planned units could not bedited due to one unit being
closed, one unit refused audit referring to Hon'High Court’s decision and
three units requested for audit after March 2016 @uadministrative reason
(Appendix-II).

1.10 Deficiencies noticed in the audit conducted ding the year

During the year 2015-16 we test checked the recordB80 units relating to
Tax on Sales, Trade, etc., State Excise, Taxes ehicls, Goods and
Passengers, Stamps and Registration fees, EnteeminTax and Mining

Receipts and found underassessment/ short lewy/dbsevenue aggregating
to ¥ 3,240.99 crore in 2,673 cases. During the courksdhe year, the

Departments concerned accepted underassessmeimtrerddeficiencies of
¥ 1,552.24 crore involved in 788 cases, of which 4&#ses involving

% 1,547.67 crore were pointed out in 2015-16 and irestarlier years. An

amount oR 1.73 crore was realised in 277 cases of which Ssesavolving

% 84.71 lakh were pointed out in 2015-16 and rediapes to earlier years.

1.11 Coverage of this Report

This Report contains 26 paragraphs (selected flmmaudit detections made
during the local audit referred to above and dueadier years, which could
not be included in earlier reports) including onerfprmance audit of
“Working of the Transport Department” and three audits ofSustainable
mining with optimization of revenue in Geology and Mining
Department’, “System of collection of arrears of revenue in GQomercial
Tax Department in Uttar Pradesh” and “E-Stamping and PRERNA
software in Stamp and Registration Department’involving financial effect
of ¥ 2,895.55crore.

The Departments/Government have accepted auditnaises involving
¥ 1,547.50crore out of which ¥82.05lakh had been recovered
(September 2016). These are discussed in succe€taggers Il to VI.

13
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CHAPTER-II
MINING RECEIPTS

2.1 Tax administration

The levy and collection of receipts from Miningthre State is governed by the
Mines and Minerals (Development and Regulation), A&57, the Mineral
Concession Rules, 1960 and the Uttar Pradesh Mifioeral Concession
Rules, 1963. The Principal Secretary Geology andidi, Uttar Pradesh, is
the administrative head at Government level. Therall/control and direction
of Geology and Mining Department (Department) isted with the Director,
Geology and Mining, Uttar Pradesh, Lucknow.

Chart 2.1 Orgainsational setup

Principal Secretary
(Geology and Mining)

Director
Geology and Mining

1 1
Joint Director (HQ) District Magistrate
(at District level)

(" Chief Mines Officer (HQ) District Mines Officer/ |
Mining Inspectors
- J

2.2 Internal audit

Internal Audit of an organisation is a vital compah of the internal control
mechanism and is generally defined as the confrallccontrols. It enables
the organisation to assure itself that the presdribystems are functioning
reasonably well.

Details of organisational setup of the internal iamdng of the Department
and staff posted for the same were not providedhbyDepartment. Year in
which Internal Audit Wing was established in thepBegment was also not
provided by the Department.

The details of Internal Audit (IA) planning such mgmber of units planned
for audit, number of units audited and shortfadl sihown inTable 2.1

Table 2.1
Audit planning by internal audit wing

Year Total number Number of | Number of units |  Shortfall Percentage of

of units units planned | audited during shortfall

available for IA for IA the year

2011-12 31 31 29 2 6.45
2012-13 31 30 12 18 60.00
2013-14 31 30 14 16 53.33
2014-15 31 13 10 3 23.08
2015-16 31 30 21 09 30.00

Source: Information provided by the Department.
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Chart: 2.2

Audit planning by Infernal Audit Wing

Number of Units

2011-12 2012-13 2013-14 2014-15 2015-16

Years

I m Units availablefor IA = Units planned for ITA Units audited during the year |

This shows that the audit planning of the IAW ig mealistic as shortfall
ranged from 6.4%er cent to 60per cent during the years 2011-12 to 2015-16.
Reasons for shortfall as stated were that auditneagonducted under orders
of Director Geology and Mining for three years and2015-16 it was not
done due toPanchayat elections. We do not agree with the reply of the
Department because in some districts internal awdite conducted and
Panchayat elections were not held throughout the year.

The internal audit conducted by the IAW and nundred amount of objection
raised and settled during the year is mentionélchivle 2.2.

Table 2.2
Details of outstanding paras and amount

® in crore)

Year Opening balance | Addition during the | Clearance during the Closing balance
year year

No. of | Amount | No.of | Amount | No. of case§ Amount No. of | Amount

cases | involved cases | involved involved cases | involved
2011-12 1,216 55.43 82 10.87 5 2.55 1,293 63.75
2012-13 1,293 63.75 41 4.44 8 3.16 1,326 65.03
2013-14 1,326 65.03 38 7.39 0 0.62 1,364 71.80
2014-15 1,364 71.80 21 5.72 0 0 1,385 77.52
2015-16 1,385 77.52 37 9.09 24 2.40 1,398 84.21

Source: Information provided by the Department.

It is clear from the above table that compliancedendy the Department
against the cases raised by the IAW is very lowwali as pendency is
increasing year to year.

2.3 Results of audit

In 2015-16, the Department realised revenu& ©f222.17 crore. We planned
nine annual units, three biennial units and eigkthial units out of the total
75 units of Geology and Mining Department durind246 and test checked
all the above planned units which showed irregtideriof royalty, penalty,
revenue due to not execution of lease deed etcumting toX 1,003.62 crore
in 61 cases, which fall under the following categeras mentioned ifable
2.3.
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Table 2.3
Results of audit
( in crore)

Sl. No. | Category Number of cases | Amount

1. Audit of “Sustainable  mining  with 1 939.72
optimisation of revenue in Geology and
Mining Department”

2. Royalty not realised 22 4.64
Penalty not imposed 10 0.16
Revenue not realised due to lease deed 18 58.43
executed

5. Other Irregularities 10 0.67

Total 61 1,003.62
Source: Information available in the Audit office.

Chart 2.3

Nature of irregularities
(Total Amount of ¥ 1,003.62 crore)
in crove (per cent)

0.16 58.43
(0.02%)_, (5.82%) 0.67
(0.079%)

4.64
(0.46%)

939.72
(93.63%)

H Audit of “Sustainable mining with optimisation ofrevenue”
HRoyaltynotrealised

i Penalty not imposed

HRevenuenotrealised due to lease deed not executed

H Other Irregularities

During the course of the year, the Department dedegeficiencies of 70.39
crore in six cases which were pointed out in 20&5-1

Audit of “Sustainable mining with optimization of revenue inGeology and
Mining Department” involving ¥ 939.72 crore and a few illustrative cases of
compliance deficiency involving 7.27 crore are discussed in the following
paragraphs.
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2.4 Audit of “Sustainable mining with optimisation of revenue in
Geology and Mining Department”

2.4.1 Introduction

The Mines and Minerals (Development and RegulatiMiyIDR) Act 1957 as
amended in 2015 enacted by the Central Governnteeyg, down the legal
framework for regulation of mines and developmenmmerals. The Mineral
Concession Rules, 1960 have been framed for caats@mmvand systematic
development of minerals and for regulating grantpefmits, licences and
leases. Legislations for exploration of minor maierhave been delegated to
the states. Accordingly, the Uttar Pradesh Minon&dal Concession Rules,
1963 and the Uttar Pradesh Minerals (Prevention llgfgal Mining
Transportation and Storage) Rules, 2002 were frarbgd the State
Government. The Environment (Protection) Act, 188@ Rules provides the
necessary powers to the Government to take suitadtiens for preventing,
controlling and abetting environment pollution.

2.4.2 Audit objectives
The audit has been conducted with a view to asoentaether:

e mining leases are granted as per prescribed promedystem and
penal provisions have been invoked whenever negessa

« fixing and collection of rent, royalty, fees, deeght, fines or other
charges was done as per MMDR Act 1957 and Rule® riredteunder;
and

e environment clearances were obtained under Envieohmmpact
Assessment notification 2006.

2.4.3 Audit scope and methodology

Out of 75 districts of Uttar Pradesh 18 districigere selected for detailed
audit scrutiny. We segregated the units into highdium and low risk on the
basis of revenue realised by the District Mines&@ (DMOs). We examined
the records of all the 14 DMOs identified as higtk,rtwo DMOs identified as
medium risk and two DMOs identified as low risk. Wenducted the audit
between January 2016 and May 2016. The recorddfioé af the Director,
Geology and Mining Department, Lucknow and 18 DM@se examined for
the period from April 2011 to March 2016. The oltijges of the audit were
discussed in the entry conference held on 22 Jard6 with the Principal
Secretary cum Director, Geology and Mining Departtné/e held an exit
conference with the Government and Department odu?y 2016 in which
the audit findings were discussed with the PrinciBacretary All the
recommendations discussed in exit conference wereepted by the
Department. The views of the Government/Departmédrdve been
incorporated in the report.

! Agra, Allahabad, Ambedkarnagar, Bahraich, BaBidandshahar, Chitrakoot, Faizabad,
Fatehpur, G B Nagar, Hamirpur, Jalaun, Jhansitualj Mahoba, Mirzapur, Saharanpur
and Sonbhadra.
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2.4.4 Audit findings

We test checked 681 (587 of stone leases and 94maf leases) out of 1,216
leases (1,122 of stone lease and 94 of sand leasag)eration and our
findings of 7,067 cases involvirg) 939.72 crore are mentioned in following
paragraphs:

Provisions of Environment Act/Rules not observed

Section 15 of the
Environment  Protection
Act, 1986 provides that
whoever fails to comply
with or contravenes any of
the provisions of this Act,
or the rules made or orders
or directions issued
thereunder, shall in respect
of each such failure or
contraventions be
punishable with
imprisonment for a term
which may extend to five
years or with fine, which
may extend to one lakh rupees or with both and asecof failure or
contravention continues with an additional fine ethimay extend to five
thousand rupees for every day during which suchluriaior contravention
continues after the conviction for the fresh suaifufe or contravention. We
examined whether the provisions of Environment Ratés were complied
with by the Department. Our observations on thesees involving 179.57
crore are mentioned in following paragraphs:

Chart 2.4

Provisions of Environment Act/Rules not observed
Total amount involved T 179.57 crore
T in crore (per cent)

m Excavation ofimineral without EC

m Excavation of imineral beyond the
limits fixed m EC

w Excavation of iminerals bey ond
the depth fixed in Rules

m Excavation of Brick earth without
EC

= Failureto monitor the plantation
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2.4.5 Excavation of mineral without Environment Clarance (EC)

To protect the environment, the Government issudérs in May 2011 and
March 2012 for addition of the EC clause in minlagse. According to this
clause, mining lease holder shall get EC from thaidty of Environment
and Forest (MoEF) at their own cost. The quanutyé excavated during the
year is mentioned in EC. If any person excavatesntinerals beyond the
guantity approved in EC it is treated as illegadl attracts royalty, cost of
minerals and penalty under section 21(5) of the MRVAXt.

Under Section 21(5) of the MMDR Act, whenever amyson raises without
lawful authority, any mineral from any land, theatét Government may
recover from such person the mineral so raised lugrgv such mineral has
already been disposed off, the price thereof aleitly royalty. Further under
Rule 21 (2) of UPMMC Rules, the total royalty igdd at the rate of not more
than 20per cent of the pit's mouth value of minerals.

2.4.5.1 Stone lease

The minimum fine of ¥ one lakh and cost of excavated mineral
amounting to X 20.57 crore were not recovered from three lesse&w
excavating 4.16 lakh cubic meters of minor mineralsvithout EC.

We examined (between January 2016 and May 20¥3) éf lease holders of
sampled DMOs and observed that in two DM@sthree cases, the lessees
had excavated 4.16 lakh cubic meters of minor raisewithout EC (May
2011 and January 2016) on which lessees paid yopél¥ 4.11 crore. The
DMOs took no steps to ensure that lease holderebi@inhed EC. The mineral
excavated by the lessees were unauthorised. Thitgenestopped these
mining activities nor imposed the required penalfjle minimum fine of

Z one lakh each to be imposed on lessees for tHataio of environment
rules and the cost of excavated minerals which fixas times of royalty
amounting t& 20.57 crore were recoverable from the lessees.

During exit conference the Department stated thatng leases were running
prior to period for which the EC was compulsoryeTply of the Department
is not acceptable because all these cases peotdire tperiod between May
2011 and January 2016 for which the EC was compulso

2.4.5.2 Sand lease

The minimum fine of X one lakh and cost of excavated miner
amounting to ¥ 46.33 crore were not recovered from one lessee for
excavating 18.73 lakh cubic meters of minor mineralwithout EC.

We examined (between January 2016 and May 201€$ ff sand lease
holders of sampled DMOs and observed that in DM@ngh the lessee had
excavated 18.73 lakh cubic meters of sad/um during the period between
May 2012 and August 2013 without EC for which lespaid3 9.27 crore as
royalty. The mineral excavated by the lessee wasithiorised. The DMO
took no steps to ensure that lease holder hadnalutd&tC. He neither stopped

2 Jhansi and Mirzapur.

20



Chapter-11: Mining Receipts

these mining activities nor imposed the penaltye Tinnimum fine oR one
lakh to be imposed on lessee for the violation mfi®nment rules and the
cost of excavated mineral which was five times oyalty amounting to
% 46.33 crore was recoverable.

#,& &= | During exit conference
G the Department stated
e = | T - | that mining leases were
SR 7 N ; —— running prior to period
i et lﬂgﬂ - ﬁ.:“% .| for wrﬁcrl? the ECIEJ was
DR NPT -:_:1__.:_4;. =5 . = compulsory. The reply
. it S of the Department is not
m——3 , = acceptable because all
| these cases pertain to the
- 2 o e EOA L ' period between May
Sand'mining Ta Thansi #ﬁﬁg"}?j 2012 and August 2013

for which the EC was
compulsory.

2.4.6 Excavation of minerals beyond the Ilimits fix@ in
Environment Clearance

Environment clearance has sufficient safeguardkl o their provisions to
ensure protection of the environment. Further tleveBnment also issued
directions vide order dated 10 April 2014 for igst@ of MM-11 not more
than quantity approved in EC.

2.4.6.1 Stone lease

The minimum fine of ¥ one lakh and the cost of mineral amounting to
X 2.12 crore was not recovered from three lessees fexcavating 58,389
cubic meters ofGitti/pattiya/boulder in excess of the EC.

We examined (between January 2016 and May 201€3 fif stone lease
holders of sampled DMOs and observed that in twoBlthree lessees had
excavated 58,389 cubic meters Gitti/pattiya/boulder (April 2015 and
February 2016) in three cases in excess of thetigpéimed in EC. Thus, the
mineral excavated by the lessees was unauthorisddtl®e cost of the
excavated mineral amountingI®.12 crore was recoverable from the lessees.
Despite records being available which showed regek&ess excavation in
this period, the DMOs neither initiated any actiagainst the lessees for
excess excavation nor took any action for recow#rthe cost of excavated
mineral which was five times of royalty amounting ¥ 2.12 crore and
minimum fine ofX one lakh each for the violation of environmentesul
(Appendix-IIl ).

During exit conference the Department stated thmesthere is no provision
for recovery of cost of minerals and penalty in UR®! Rule 1963 for

excavation by the lessees beyond the quantity meedi in EC, therefore
recovery was not required. The reply of the Departhin not tenable as EC is

% Allahabad and Mirzapur.

21



Audit Report (Revenue Sector) for the year ended 31 March 2016

a necessary condition for any lease, the recoveppst of mineral is also a
condition under section 21(5) of MMDR Act.

2.4.6.2 Sand lease

The minimum fine of ¥ one lakh and cost of the mineral amounting to|
% 41.50 crore was not recovered from 27 lessees focavating 14.94 lakh
cubic meters of Sandmorrum in excess of quantity fixed in EC.

Mining, especially mining of sand, can cause severevironmental
degradation if not done scientifically. Sand is eywimportant medium for
ground water recharge and in the absence of santfalf would result in
runoff. lllegal excavation by way of over exploitat of sand has a negative
impact on environment which not only results in ueed recharging of
groundwater bodies but also affects the qualitgrotindwater.

We examined (between January 2016 and May 2016hgniease case files
and mining plans of sampled DMOs and observed ithat0 DMO$, the
lessees had excess excavated 14.94 lakh cubicsmadteandhorrum in 27
cases during the period between November 2012 andady 2016 against
16.93 lakh cubic meters permitted in EC on whicksé®s paid royalty of
% 8.30 crore. DMOs allowed the excess excavation oferal by issuing
MM-11 forms to these lease holders. Thus, the rainexcavated by the
lessees was unauthorised and the cost of the drdavaneral which was five
times of royalty amounting t& 41.50 crore was not recovered along with
minimum fine oR one lakh eachAppendix-1V).

During exit conference the Department stateat since there is no provision
for recovery of cost of minerals and penalty in UR®! Rule 1963 for
excavation by the lessees beyond the quantity mesdi in EC, therefore
recovery was not required. The reply of the Departhin not tenable as EC is
a necessary condition for any lease, the recovecpst of minerals is also a
condition under section 21(5) of MMDR Act.

Government may ensure that the excavation/ extraain of minor
minerals is allowed only after receipt of the Envionment Clearance
Certificate.

2.4.7 Excavation of minerals beyond the depth fixeoh rules

The lessee excavated 49,360 cubic meters of sangidmel the depth of
three meter, which was unauthorised but the cost othe excavated
mineral amounting to ¥ 1.8% crore wasnot recoveted.

Under Rule 41(h) of UPMMCR 1963, the lessee shatl o any mining
operations beyond the depth of three meters orrdatel whichever is less in
the river bed and no mining shall be carried outhm safety zone so worked
out by the District Officer. Further, Sections 21) @and (5) of MMDR Act
prescribes that the penalty for any illegal minimgjudes recovery of the price

4 Agra, Allahabad, Banda, Chitrakoot, Fatehpuiz&laad, Hamirpur, Jalaun, Saharanpur and
Sonebhadra.
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of the mineral, rent, royalty or taxes as the aqasg be, for the period during
which the land was occupied by such person withoytlawful authority.

We examined (between January 2016 and May 2016hgnirase case files
of sampled DMOs and observed that in DMO Sonebhadsand lease area
for 5.60 acre for the period from March 2010 to 8/aP013 was granted. As
per MM-11 issue register lessee excavated 1,17(Bflc meters against
authorised quantity of 67,990 cubic meters sarelJehse aréaof 22,663 sq.
metres excavated upto depth of three metres bet@éevarch 2013 to 14
March 2013. Thus, the DMO allowed the lessee toaexie 49,360 cubic
meters of sand beyond the depth of three meterhmiess unauthorised and
the cost of the excavated mineral which was fieee8 of royalty amounting to
¥ 1.85 crore was not recovered.

During exit conference the Department stateat mineral had been extracted
after payment of royalty in advance by the les3éerefore recovery of cost
of mineral from lessee was not required. The replyhe Department is not
tenable because the cases of contravention of Rufl® are treated as illegal
mining and the condition of section 21(5) of MMDRtAwill be applicable on
them.

2.4.8 Excavation of brick earth without environmentclearance

The minimum fine of ¥ one lakh each and cost of mineral amounting
to ¥66.80 crore was not recovered from 2,909 brick kis which
operated during the period 2013-14 to 2014-15 withu EC.

Ministry of Environment
and Forests (MOEF) issued
a notification under sub-
rule (3) of rule 5 of the
Environment  (Protection)
Rules 1986, dated 14
September 2006 for
imposing certain
restrictions and prohibitions
on mining projects. Further,
MOEF issued an OM on
dated 24 June 2013

- : - clarifying the ambit of
notlflcatlon dated 14 September 2006 in its appgbeato the activities of
excavation/borrowing of brick earth in connectioithathe operation of brick
kilns. Such type of excavation of ordinary earthsweategorised in B-2
category. Therefore, consent for operation of brkik to the brick kiln
owners could not be granted without obtaining EC.

As per provision of rule 34 of UPMMCR 1963 the ksshall start the mining
operation after obtaining EC if required under theovisions of EIA
notification.

® 1 acre= 4046.8564 square metres
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Under Section 21(5) of the MMDR Act, whenever amyson raises without
lawful authority, any mineral from any land, theatét Government may
recover from such person the mineral so raised lugrgv such mineral has
already been disposed off, the price thereof aleitiy royalty.

We examined (between January 2016 and May 201@&)ipezgisters, bhatta
registers and challans registers of sampled DMQ@k aboserved that in 14
DMO<®, 2,909 brick kilns owners operated their kilns idgrthe period
2013-14 to 2014-15 and paid due royalty withoutaobbhg EC. Thus, the
excavation of brick earth without EC was not otllggal but could also affect
the environment and so was unauthorised. Despéefabt that the mining
activities were being carried out, the Departmadt bt take any action to
stop the business or levy penalty as per Rules.riimémum fine of¥ one

lakh was to be imposed on each kiln owners forvib&ation of environment
rules. The cost of excavated mineral which was ftirees of royalty

amounting t& 66.80 crore was also not recove(@ppendix-V).

During exit conference the Department statkdt requirement of EC for
excavation of brick clay is a new provision andvitl take some time to be
executed completely. It is evident from the repfyttee Department, that the
provision of EC and recovery of cost of mineral e&ns to be implemented.

2.4.9 Failure to monitor the plantation

For violation the provisions of plantation in leasedeed the minimum
fine of ¥ 40 lakh was not levied on 40 lease holders.

The Government issued direction dated 4 June 200&ddition of the clause
of plantation in the mining leases. As per thisuslg any mining lease holder
undertaking mining on one acre or more area shaitit[200 trees per acre at
their own cost.

We examined (between January 2016 and May 20¥8) éf lease holders of
sampled DMOs and observed that in fiM@MOs, between 2011-12 and
2015-16 the mining of stone ballast/boulder/grafgte/sand etc. was carried
out by 40 lease holders in 191.77 acres of landpéscondition of lease,
plantation was required to be done. In all the sa@gel0 lease holders nothing
was found on record regarding plantation work asdpar section 15 of
Environment Act the DMOs took no steps to ensuesdhease holders carried
out the plantation work. They neither stopped theseing activities nor
imposed the required penalty. For this violatiomiaimum fine oR one lakh
on each lessee amountingltd0 lakh was also not imposed. Apart from this,
there was also a provision that an additional ¥uméch may extend t& 5,000
per day during such contravention was leviable wndection 15 of
Environment Protection Act 1986.

During exit conference the Department statat building stone and
sand/morrum are found either in stony area orvarbed where plantation is

® Agra, Allahabad, Ambedkar Nagar, Bahraich, Bd#mahar, Chitrakoot, Faizabad,
Fatehpur, G B Nagar, Hamirpur, Jalaun, Mirzapuha®anpur and Sonebhadra.
" Ambedkar Nagar, Agra, Hamirpur, Lalitpur and éipur
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not practically possible. The reply of the Depantine not acceptable because
for plantation the mining Department should haveuested the Forest
Department to carry out plantation after obtaimfgequisite amount from the
lessees.

2.4.10 Annual environment statement not filed

Lessees had not submitted the environment stateme(form V) during
the period of lease

Rule 14 of the Environment (Protection) Rules, 198pulates that every
person carrying on an industry requiring consendeunSection 25 of the
Water (Prevention and Control of Pollution) Act,7#%r under Section 21 of
the Air (Prevention and control of Pollution) Act981, shall submit an
environment statement (Form V) for the financiaduyending on 31 March to
the concerned State Pollution Control Board (SP&Rvery year. Further, as
per Section 15 of the Environment (Protection) A&86, penalty up t& one
lakh shall be levied for contravention of these sieules and in case of
repeated failures an additional fine which may edte®I 5000 per day shall
be levied.

We examined (between January 2016 and May 20¥3) éf lease holders of
sampled DMOs and observed that in six DMOs, leskadsnot submitted the
environment statement during the period of leagethle absence of the
environment statement, the Board could not keepatclwover issues like
discharge of pollutants, management of solid waste which required
attention on a periodical basis.

During exit conference the Department stated tkptyrwas required from
SPCB, but no environment statement in form V waailalble in SPCB
records.

Grant of mining lease

We examined whether mining leases were granted exs ppescribed
procedure/ system and penal provisions have beeokad wherever
necessary. Our observations on these issues ingoamoun® 282.22 crore
are mentioned in following paragraphs:

Chart 2.5

Grant of Mining lease
Totalamount involved ¥ 282.22 crore
T in crore (per cenr)

2927,
(10%0)

m Excavation of mineral
without mining plan

m Excavation of mineral
without renewal of
mining plan

Excess Excavation
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2.4.11 Unauthorised extraction

Under Rule 34 (2) of UPMMC Rules 1963, mining opierashall in respect
of in situ rock deposits and sandmorrum or bajari or boulder or any of these
in mixed state exclusively found in river bed be&eraken in accordance with
the mining plan, detailing yearly development scbsmwhich is duly
approved by the Director of Geology and Mining Dépent.

As per Rule 34(5) of UPMMC Rules as amended ondd2aBDecember 2012,
the mining plan once approved by the Director shul valid for entire
duration of the lease.

Rule 22A of Mineral Concession Rules, 1960 provitheg mining operations
shall be undertaken in accordance with duly appmfow@ning plan and
modification of the approved mining plan during theeration of a mining
lease also requires prior approval of competertaaity.

Under Section 21(5) of the MMDR Act, whenever amyson raises without
lawful authority, any mineral from any land, theatét Government may
recover from such person the mineral so raised logrgv such mineral has
already been disposed off, the price thereof aleitly royalty. Further under
Rule 21 (2) of UPMMC Rules, the total royalty igdd at the rate of not more
than 20per cent of the pits mouth value of minerals.

2.4.11.1 Excavation of mineral without mining plan

The mining plan should be prepared by technicakdspscientifically in such

a manner so that it could help in development e&alf the mining activities

are done without approved mining plan, the Depantnvéll not have any

control over it and lessee may extract more migarabn unscientific manner
which would adversely affect the mineral resourpestection of forest, water
courses, and would abet air and water pollution.

» Stone leases

The lessees had excavated 3.26 lakh cubic meters @itti/boulder
without mining plan for which I 15.64 crore was recoverable from
them.

We examined (between January 2016 and May 2016hgniease case files
and mining plans of sampled DMOs and observedithaeven DMOs in 15
out of 587 cases, the lessees had excavated kR6&cldic meter of minor
minerals without approved mining plan (January2@d March 2016), for
which lessees paii 3.13 crore as royalty. Thus, the mineral excavatethe
lessees was unauthorised and the cost of the dérdananeral as assessed by
us, which was five times of royalty, amounting ¥015.64 crore, was
recoverable from the lessees. Thus, in contraverdfothe provisions of the
Rule 34 (2) of UPMMC Rules and Rules 22 A of the R|Ghe lessees were
excavating minor minerals without mining plans. TB&O allowed the
excavation of minor mineral by issuing MM-11 forttsthese lease holders.
For this violation an amount of 15.64 crore was recoverable from the
errant mine owner.
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 Sand leases

The lessees had excavated 43.03 lakh cubic metefssand/morrum
without mining plan for which ¥ 152.43 crore was recoverable from
them.

We examined (between
January 2016 and May
2016) mining lease case
files and mining plans of
sampled DMOs and
observed that in 10 DMOs
in 43 out of 94 cases, the
lessees had excavated
43.03 lakh cubic meter of
sandmorrum during the
period between December
2012 to January 2016,

S : - without mining plan for
which lessees paif@l 30.49 crore as royalty Thus, the mineral excavéated
the lessees was unauthorised and the cost of taaed mineral which was
five times of royalty amounting t& 152.43 crore was recoverable from the
lessees. The DMOs allowed the excavation of mindameral by issuing
MM-11 forms to these lease holders in contraventibthe provisions of the
Rule 34 (2) of UPMMC Rules and Rules 22 A of the RIQAs a result, the
cost of mineral o¥ 152.43 crore was not recover@ppendix-VI).

During exit conference the Department stateat these are not the matter of
illegal mining as they are legal permit holder &xdavating the minerals with
lawful authority. The Department categorised sughbaeation as irregular
mining and it was assured that provision of penalggarding such
irregularities would be introduced shortly.

Reply of the Department is not based on the faetalbse mining operation
beyond the quantity mentioned in the approved ngilan is without lawful
authority and hence attracts recovery of cost ofiemils excavated under
Section 21 (5) of MMDR Act.

2.4.11.2 Excavation of mineral without renewal ofmining plan

The lessees had excavated 17.08 lakh cubic metefs@Gitti/ boulder
without renewal of mining plan for which ¥ 84.88 crore was
recoverable from them.

We examined (between January 2016 and May 2016hgniease case files
and mining plans of sampled DMOs and observedithiate DMOs in 15 out
of 587 cases, the lessees had excavated 17.08uakhmeter ofGitti/boulder
during the period between April 2013 and March 20d@8hout renewal of
mining plan for which lessees p&dL6.98 crore as royalty. Thus, the mineral
excavated by the lessees was unauthorised ando#teot the excavated
mineral which was five times of royalty amounting ¥ 84.88 crore was
recoverable from the lessees. The DMO allowed theaveation of minor
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mineral by issuing MM-11 forms to these lease halde contravention of the
provisions of the Rule 34 (2) of UPMMC Rules anddRW22 A of the MCR.

As a result, the cost of mineral & 84.88 crore was not levied
(Appendix-VII) .

We further observed that the Department renewedrtiméng plans only for
five years, whereas it was required to be reneweetitire period of lease as
per provisions of UPMMC Rules.

During exit conference the Department stateat these are not the matter of
illegal mining as they are legal permit holder @axdavating the minerals with
lawful authority. The Department categorised sugbaeation as irregular
mining and it was assured that provision of penalggarding such
irregularities would be introduced shortly.

Reply of the Department is not based on the faetalbse mining operation
beyond the quantity mentioned in the approved ngiplan is without lawful
authority and hence attracts recovery of cost ofiemals excavated under
Section 21 (5) of MMDR Act.

2.4.11.3 Excess excavation

The lessees had excavated 6.40 lakh cubic meters fone
ballast/boulder/Gitti/khanda/patiya in excess of the mining plan for
which ¥ 29.27 crore was recoverable from them.

We examined (between January 2016 and May 2016hgniease case files
and mining plans of sampled DMOs and observedithiate DMOs in 12 out
of 587 cases, lessees had excavated 6.40 lakh mdier of stone ballast/
boulder/ granite blocks/ granitehanda/ patiya in excess of the approved
mining plan during the period between November 20@1January 2016. Thus,
the mineral excavated by the lessees was unautdoard the cost of the
excavated mineral which was five times of royaltyoainting toX 29.27 crore
was recoverable from the lessees. Despite reccedsy available showing
regular excess excavation in this period, the DM@igher initiated any action
against the lessees even after lapses of five yeaexcavation of the excess
mineral of the mining plan nor took any action fecovery of the cost of
excavated mineral & 29.27 crordAppendix-VIII).

During exit conference the Department stated these are not the matter of
illegal mining as they are legal permit holder @axdavating the minerals with
lawful authority. The Department categorised sugbaeation as irregular
mining and it was assured that provision of penalggarding such
irregularities would be introduced shortly.

Reply of the Department is not based on the faetalsse mining operation
beyond the quantity mentioned in the approved ngiplan is without lawful
authority and hence attracts recovery of cost ofiemls excavated under
Section 21 (5) of MMDR Act.

Government may ensure that the excavation of minomineral is allowed
only after approval of the mining plan and extracton of minerals is
allowed only in accordance with approved mining pla. In case of
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negligence and/or connivance, the Director Geologgnd Mining should
initiate disciplinary proceedings against the offi@ls.

Deficiencies related to Rent, royalty and fines

We examined whether the fixing and collection aftyaoyalty, fees, dead
rent, fines and other charges were being leviedcaflidcted as per provisions
of MMDR Act/Rules and our observations on thes@assare mentioned in
following paragraphs.

2.4.12 Quarterly return not submitted (MM-12)

The 71 lessees had not submitted 538 quarterly ratus, for which
lessees were liablto pay penalty amounting toX 10.76 lakh.

Under Rules 73 (1) of UPMMCR, 1963, lessees shdiivst quarterly returns
for the preceding quarter in Form MM-12 to the BgttMines Officer in the
second week of July, October, January and ApriisTi& the main tool of
control to compare the quantity excavated agaihst ddmissible quantity
indicated in the mining plan. Rule 73(2) provideattwhenever any holder of
mineral concession fails to submit the return wnttiie time specified in Sub-
Rule (1) he shall be liable to pay penalty¥dt,000.

We examined (between January 2016 and May 20¥3) éf lease holders of
sampled DMOs and observed that in 10 Df]O4. lease holders out of 681
lease holders had not submitted 538 quarterlymst(iMM-12) during January
2012 to December 2015. The Department did notaakepenal action against
these defaulters and did not realise the penaRyldf.76 lakh.

During exit conference the Department acceptedotaservation and stated
that the penalty would be realised from the leadddrs.

2.4.13 Short deposit of dead rent

Dead rent of¥ 36.32 lakh was deposited by 30 lessees for the ek
2011-12 to 2015-16 instead & 97.42 lakh which resulted in short levy
of ¥ 61.10 lakh.

Under Rule 72 of UPMMC Rules, mining area can bé&fiad for mining
lease. According to Rule 22 of UPMMC Rules, evagske of mining lease
shall pay every year, dead rent in advance forwhele year at the rates
prescribed in second Schedule for all areas induddhe lease. The rate of
dead rent for san@itti/Boulder was revised with effect from 2 November
2012.

We examined (between January 2016 and May 2016&e lddes and
concerned files of sampled DMOs and observed thatight DMOS, 30
lessees deposited dead ren® @6.32 lakh for the period 2011-12 to 2015-16
instead oR 97.42 lakh. Although the details of payment werailable on
lease files, the Department did not initiate anyoacfor levy and recovery of

® Allahabad, Bahraich, Banda, Chitrakoot, Faizalttairpur, Mahoba, Mirzapur,
Saharanpur and Sonebhadra.
° Banda, Chitrakoot, Faizabad, Jalaun, Lalitpushbba, Mirzapur and Sonebhadra.
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dead rent even after lapses of five years. Thiesd#ad rent o¥ 61.10 lakh
was short levied.

During exit conference the Department accemiad observation and stated
that the balance dead rent would be recovered fhenease holders.

2.4.14 Interest on belated payment was not charged

Interest of ¥ 15.07 lakh was not charged on 11 lessees who defeuki
royalty of ¥ 40.51 lakh with delays ranging from four months to26
years and 11 months

Rule 58(2) of UPMMC Rules provides that interesthat rate of 24 per cent
per annum will be charged for the delay in paymeht@ny rent, royalty,
demarcation fee and any other dues to the Stater@aent after the expiry of
30 days notice period.

We examined (between January 2016 and May 2016&elddes and
concerned files of sampled DMOs and observed thidur DMOs, 11 lessees
deposited royalty o 40.51 lakh for the period May 1986 to August 2015
with delay ranging from four months to 26 years dddmonths. Though the
details of delay in payment were available in rdspthe Department did not
initiate any action for charging of interest on dbebelated payments. As a
result, interest ot 15.07 lakh was not charged as shown beloWwable 2.4.

Table 2.4
Interest on belated payment was not charged
(Amount in)
Sl. Name of Office Period No. of | Period of delay | Amount Interest
No cases in days due and chargeable
deposited

1 DMO Banda 01.02.13 to 16.05.14 1 470 32,67,000 10,09,637
2 DMO Chitrakoot 20.07.13 to 20.03.15 4 112 to 564 2,97,796 66,104
3 DMO Jhansi 11.12.08 to 24.08.15 1 28310 2,385 3,627,50 2,19,322
4 DMO Sonebhadra| 03.05.86 to 29.11.14 5 935 to 9,840 1,23,831 2,12,243

TOTAL 11 40,51,377 15,07,306

Source: Information available on the basis of afiddings.

During exit conference the Department acceptedotaservation and stated
that the interest would be recovered from the |éadaers.

2.4.15 Short levy of royalty due to revision of rees

Eighty one lessees deposited royalty &f1.32 crore at pre-revised rates
instead of ¥2.32 crore at revised rates which resulted in shor
realisation of royalty of ¥ one crore.

Rule 21 of UPMMC Rules provides that the royaltwalsibe payable on the
basis of rate revised from time to time. The rdteogalty and dead rent was
revised from 19 January 2016 by the State Goverhmen
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We examined (between January 2016 and May 2016¢ lgl@s, permit files
and MM 11 issue register of sampled DMOs and olsskthiat in 11 DMOY

in 81 cases, the Department issued Form MM 11 f88,354 cubic meter of
minor minerals to different lessees and permit é@ddrom January 2016 to
March 2016 and levied the royalty & 1.32 crore at pre-revised rates instead
of ¥ 2.32 crore at revised rates. This resulted intsteadisation of the royalty
of X one crorg Appendix-IX).

During exit conference the Department acceptedotaservation and stated
that the balance royalty would be recovered froeléase holders.

2.4.16 Cost of minor mineral not recovered

The Department did not recover the cost of mineralamounting to
¥ 469.07 crore from 3,379 civil works contractors fio not submitting
the MM-11 form.

As per Section 4(1-A) and Section 21(1) to (5)d MMDR Act read with
Rule 70(1) of the UPMMC Rules, 1963 provides thmegt holder of a mining
lease or permit or a person authorised by himimtbhalf may issue a pass in
form MM-11 to every person carrying, consignmentnahor mineral by a
vehicle, animal or any other mode of transport.eRI0(2) provides that no
person shall carry, within the State a minor mihbyaa vehicle, animal or any
other mode of transport, excepting railway, withoatrying a pass in Form
MM-11 issued under sub rule (1). Further, Rule 3Jabr Pradesh Minerals
(Prevention of lllegal Mining Transportation andofige) Rules, 2002
provides that no person shall transport, carry ause to be transported,
carried any mineral by any means from its raisitac® to any other place
without valid transit pass issued by the holdemohing lease. Under the
provisions of Section 21(5) and 21(1) of the MMDZRt Athe recovery of price
thereof is mandatory. If contractors do not produmgalty receipt in form
MM-11 or Form C, the DDO will deduct the royalty caprice of minerals
from the contractor’s bill and deposit the same itite Treasury. This was
reiterated by the Government in its order datedOt®ober 2015, wherein it
was stated that apart from royalty, the cost ofarals (ordinarily five times of
royalty) be deducted from the contractor’s bill ateposited into the treasury.

We examined (between January 2016 and May 2016insetand Treasury
scroll pertaining to period 2014-15 and 2015-16 saimpled DMOs and
observed that in all DMOs, 3,379 civil works coetas did not submit the
MM-11 forms along with the bills. The executive ages deducted the
royalty of ¥ 93.81 crore from the bills and deposited into tfeasury. The
Department did not recover the cost of minor milsandhich was five times of
royalty amounting t&@ 469.07 croréAppendix-X).

During the exit conference the Government/Departmstiated that the
execution of Government order dated 15 October 2tddb been stayed by
Hon’ble High Court by order dated 31 March 2016e Taply was not tenable
as the stay has been vacated by Hon’ble High Gehite disposing of the
Writ Petition on 1 August 2016. Hon’ble High Cotsld that the Government

19 Ambedkar Nagar, Banda, Bulandshahar, Faizabatehpur, G B Nagar, Hamirpur,

Mahoba, Mirzapur, Saharanpur and Sonebhadra.
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order dated 15 October 2015 was just and validhetdbeen issued in public
interest. Therefore recoveries as per the provssadrihe Act may be affected.

2.4.17 lllegal mining/transportation

Under Rule 3 and 57 of UPMMC Rules, no person shadlertake any mining
operation in any area, except under and in accoedavith the terms and
conditions of a quarrying permit or a mining legsanted under these Rules.
Sections 21 (1) and (5) of MMDR Act prescribes tha penalty for any
illegal mining includes recovery of the price oktmineral, rent, royalty or
taxes as the case may be, for the period duringhathie land was occupied by
such person without any lawful authority. FurthRgyle 57 of the UPMMC
Rules prescribes initiation of criminal proceedirggracting punishment of
simple imprisonment that may extend to six monthsvith fine which may
extend t&X 25,000 or both. We observed the following;

2.4.17.1 lllegal transportation

Royalty, cost of minerals and penalty amounting t& 1.30 crore was
not recovered from the lessees for illegal transptation of 8,871 cubic
meters of minerals.

We examined (between January 2016 and May 2016) IMINksue registers
and files of verification
of MM-11 of sampled

* DMOs and final
~ payment bills in PWD
and RED divisions and
observed that in two
DMOs, the contractors
submitted 393 MM-11

. forms covering the
transportation of 8,871
. cubic meters of
e\ o e minerals (March 2014
" iy S ~. . ..~ to February 2016),
o o R e i SebeEnpur whereas, as per records
of the DMOs the MM-11 forms were issued for tramsgmon of 1,627 cubic
meters of minerals only. Thus, the contractors maégular claim of royalty
of 7,244 cubic meters of minerals, which was nateced by form MM-11.
The Department should have been aware of the gaooy because executing
agencies had sent forms to DMOs for verificatiort bancerned DMOs
neither verified the fact from their lessees resomdr initiated any action to
recover royalty and also the cost of mineral whichs five times of royalty
along with penalty amounting ®© 1.30 crore from them as shown below in
Table 2.5.

. ”] \\ O3 :_""_-_:"".
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Table 2.5
lllegal transportation
SI' Name of unit No. of |Transp |Royalty [Excess |Due Cost of Penalty |Total
oy MM-11 |orted |paid for |Qty.in |Royalty |Mineral |,z amount due
Qty in  [Qty.in cum in¥ in% inx¥
cum cum

1 |DMO Saharanpu 377, 8,605 1,514 7,0915,16,51¢ 25,82,58( 94,25,00¢ 1,25,24,096

2 |DMO Sonebhadr 16| 265.59 112.7§ 152.84 11,463 57,315 4,00,00( 4,68,778

Total 393/8,870.59 1626.757,243.845,27,979 26,39,895 98,25,00¢ 1,29,92,874
Source: Information available on the basis of afiddings.

During exit conference the Department acceptedotaservation and stated
that process of recovery would be initiated withrkitog agencies as per rules
and request for the same would be made to workjegdaes.

2.4.17.2 lllegal excavation

Price of minerals of ¥ 5.63 crore was not recovered from 14 illegal
miners for 2,15,816 cubic meters of minor minerals.

We examined (between January 2016 and May 201&y &hd registers of
illegal mining in sampled DMOs and observed that@Maharanpur detected
14 cases of illegal extraction and storage of 816%,cubic meters of minor
minerals (September 2015 and December 2015) amdisdsied notices to
them. As per Rule 57 of UPMMC Rule, Department comuled the above
cases and issued MM-11 to them on payment of npydI® 1.15 crore and
penalty oR 7.75 lakh but did not recover the cost of mineveltéch was five
times of royalty amounting £5.63 crore.

During exit conference the Department stated thiet 57 of UPMMCR 1963
provides maximum penalty & 25,000. The reply is not tenable as extraction
through illegal mining attracts recovery of costhawiherals excavated which is
five times of royalty under Section 21 (5) of MMD%t.

2.4.17.3 Transit pass (MM-11) not issued by the Partment

Fake 19 MM-11 forms were found in use in the RuraEngineering
Department, Jhansi on which royalty, cost of minerts and penalty
amounting toX 5.88 lakh was not leviec

Minor minerals (sand, stone and stone ballast) va@wn as utilised in
construction works by contractors, who produced MMforms in support of
transportation and utilisation of minerals in constion works with their bills.
As MM-11 forms were furnished by contractors, fodlyment was released to
the contractors.

We examined (between January 2016 and May 2016) ININssue register of
sampled DMOs and observed that 19 MM-11 forms piegato be issued by
the DMO Jalaun (September 2015 and January 201@) fake as the DMO
subsequently denied having issued the said MM-1hdo The fake MM-11

forms were found in use in the Rural Engineeringp@&nent (RED) Jhansi.
As the MM-11 forms were not authentic, it is ob\gdhat no royalty has been
paid on the minerals. There was no system to obdaiails of MM-11

directly/electronically from the DMOs. The Departmedid not take any
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action to levy the royalty at the specified ratel &ime cost of minerals which
was five times of royalty along with the penaltyaocordance with UPMMC
Rules. As a result, the royalty, cost of mineratsl @enalty amounting to
¥ 5.88 lakh was not levied.

During exit conference the Government/Departmenéjpied our observation
and stated that process of recovery was to baitediby RED as per rules and
a request for the same would be sent to RED Jhiangher, it was stated that
the computerisation of MM-11 forms is in progressdnline verification.

2.4.18 Conclusion
We conclude that:

e Extraction of minor minerals were done without HEowment
Clearance (EC) as evident from the facts that kessees and 2,909
brick kiln owners were allowed to extract minenaithout any EC, 30
lessees were allowed to extract minerals in exaegsantity approved
in EC and plantation work was not done by 40 |dasders in 191.77
acres of leased land. Further, the Government didectover the cost
of minerals amounting t 179.57 crore for these violations.

* The necessity for the filing and approval of a mgplan was ignored
iIn the cases of 58 lessees. In addition, 15 lessaees allowed to
extract minerals without renewal of mining plan dftllessees were
allowed to extract mineral much above the quardpyproved in the
mining plan. Thus the mining regulators had no k@nobver the
environmentally sensitive activity of mining andoaded exploitation
of scarce resources unchallenged. It did not evakengood this
violation by recoverin@ 282.22 crore as penalty.

* Department did not monitor the submission of mamgatuarterly
returns, realisation of difference of royalty owiston of rate, assess
the price of minerals and interest on belated pawroé royalty/dead
rent etc. The DMO concerned did not cross checKkabts which led
to unauthorised excavation and transportation. ;Tthes Government
was deprived of revenue 3¥f477.93 crore.

2.4.19 Summary of recommendations

We recommend the following:

e Excavation of minor minerals should be allowed onlyafter
approval of the mining plan/Environment Clearance.

* In case of negligence and/or connivance, the Dirext Geology and
Mining should initiate disciplinary proceedings aganst officials
concerned.

2.5 Audit observations
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Our scrutiny of records in the offices of the Geology and Mining showed cases
of not realising cost of minerals, royalties, permit fee and cases where penalty
was not imposed which are mentioned in the succeeding paragraphs in this
chapter. These cases are illustrative and are based on a test check carried out
by us. We point out such omissions each year, but not only do the
irregularities persist; these remain undetected till we conduct an audit. There
is need for the Government to improve the internal control system so that
recurrence of such lapses in future can be avoided.

2.6 Cost of minerals not realised

The Department did not recover the cost of mineralamounting to
¥ 6.71 crore besides penalty oR 28.00 lakh from 112 civil works
contractors for not submitting the MM-11 form.

As per Section 4(1-A) and Section 21(1) to (5)d MMDR Act read with
Rule 70(1) of the UPMMC Rules, 1963 provides thmegt holder of a mining
lease or permit or a person authorised by himistbhalf may issue a pass in
form MM-11 to every person carrying, consignmentnahor mineral by a
vehicle, animal or any other mode of transport.eRI0(2) provides that no
person shall carry, within the State a minor mihbyaa vehicle, animal or any
other mode of transport, excepting railway, withoatrying a pass in Form
MM-11 issued under sub rule (1). Further, Rule 3Jabr Pradesh Minerals
(Prevention of lllegal Mining Transportation andofige) Rules, 2002
provides that no person shall transport, carry ause to be transported,
carried any mineral by any means from its raisitac® to any other place
without valid transit pass issued by the holdemohing lease. Under the
provisions of Section 21(5) and 21(1) of the MMDZRt Athe recovery of price
thereof is mandatory. If contractors do not produmgalty receipt in form
MM-11 or Form C, the DDO will deduct the royalty caprice of minerals
from the contractor’s bill and deposit the same itite Treasury. This was
reiterated by the Government in its order datedOt¥ober 2015, wherein it
was stated that apart from royalty, the cost ofarals (ordinarily five times of
royalty) be deducted from the contractor’s bill ateposited into the treasury.

We examined (between June 2014 and March 2016nhes&und treasury scroll
of four* DMOs, and observed that executing agencies gotciiiPworks
done through contractors. In all these cases th&amiors did not submit the
MM-11 forms along with the bills. The executing ages deducted the
royalty ofX 1.34 crore from the bills and deposited the amauoiiot treasury.
The Department did not recover the cost of mineralsed aR 6.71 crore and
penalty oR 28.00 lakh.

During the exit conference the Government/Departmstiated that the
execution of Government order dated 15 October 2tdd been stayed by
Hon’ble High Court by order dated 31 March 2016e Taply was not tenable
as the stay has been vacated by Hon’ble High Gehite disposing of the
Writ Petition on 1 August 2016. Hon’ble High Cotsld that the Government
order dated 15 October 2015 was just and validheatdbeen issued in public

1 Amethi, Kannauj, Pratapgarh and Sant Kabir Nagar
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interest and therefore, recoveries as per the gions of the Act may be
affected.

2.7 Royalty and permit fees not realised from brickkiln owners

Royalty and permit fees for the period 2013-14 an@014-15 by 39 brick
kiln owners was not paid, though it was specifiedni the scheme. As a
result, royalty of ¥ 17.48 lakh, interest oR 6.72 lakh and permit fees of
X 78,000 were not realise.

Under the One Time Settlement Scheme (OTSS) aneduruy the
Government time to time, brick kiln owners are rieeg to pay consolidated
amount of royalty at the prescribed rates basedcategory of the brick kiln
areas, after paying an application feeXo2000 per brick kiln. Further, the
OTSS provides that if the brick kiln owner fails tnake payment of
consolidated amount of royalty, the competent effighall stop such business
and initiate certificate proceedings for realisatioof outstanding
royalty/penalty. Besides, interest at the prescritage may also be charged on
the rent, royalty, fee or other sum due to the Gawent as per the OTSS.
New rate of royalty as per notification of 2 Novesnl2012 iX twenty seven
per thousand bricks.

We examined (between June 2015 and July 2015)ribk kiln register and
other relevant records maintained in the individtilEs of the brick kiln
owners in thre® DMOs and observed that 39 brick kilns were in afien
during the period October 2013 to March 2015. Hevethese brick kiln
owners did not pay any royalty and permit feestfar period 2013-14 and
2014-15, as was specified in the scheme. The coedeDistrict Mines
Officers (DMOs) neither initiated action to stoithbusiness nor made efforts
to realise the royalty due &f 17.48 lakh, interest o 6.72 lakh and permit
fees oR 78,000.

We reported the matter to the Government and thmab@ent (July 2015 to
September 2015). During exit conference the GovemniDepartment
accepted our observation and stated that actiohdvamitaken as per rules.

2.8 Short realisation of royalty on clay used for ick making

Royalty of ¥ 22.60 lakh was deposited by 61 brick kiln owners gtre-
revised rate instead of% 33.90 lakh leviable at revised rate. This
resulted in short levy of royalty of 11.30 lakh on clay used for brick
making.

Rule 21 of UPMMC Rules provides that the royaltylsihe payable on the
basis of revised rate from time to time. The rdteogalty and dead rent was
revised with effect from 2 November 2012 by thet&t&overnment vide

GO No. 2974/86- 2012-200/77 T C Il Lucknow dateN&ember 2012. The
rate of royalty for clay used for brick making wasised fron® eighteen per

thousand t& twenty seven per thousand with effect from 2 Noven#®12.

12 Basti, Kannauj and Pratapgarh
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We examined (June 2015) the brick kiln files in DM®annauj and
Pratapgarh and observed that the Department didlewyt the royalty at
revised rate in 61 cases out of 69 cases test eedlring the period from
August 2012 to May 2015. The brick kiln owners dgfed royalty oR 22.60
lakh at pre-revised rate instead083.90 lakh at revised rate. This resulted in
short levy of royalty of 11.30 lakh.

We reported the matter to the Government and theaiD®ent (July 2015).
During exit conference the Government/Departmenepied our observation
and stated that action would be taken as per rules.
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CHAPTER-I1I
TAXESON VEHICLES, GOODS AND PASSENGERS

3.1 Tax administration

The receipts of the Transport Department (Department) are regulated under
the provisions of the Motor Vehicles Act, 1988 (MV Act), Central Motor
Vehicles Rules, 1989 (CMV Rule), Uttar Pradesh Motor Vehicles Taxation
Act, 1997 (UPMVT Act), Uttar Pradesh Motor Vehicles Taxation Rules, 1998
(UPMVT Rules), Carriage by Road Act, 2007(CBR Act), Carriage by Road
Rules, 2011 (CBR Rules) and Notifications, Circulars and G.Os issued by
Government and Department from time to time.

The Principal Secretary, Transport, Uttar Pradesh is the administrative head at
Government level. The entire process of assessment and collection of taxes
and fee is administered and monitored by the Transport Commissioner (TC)
Uttar Pradesh, who is assisted by two Additional Transport Commissioners at
Headquarters and six Deputy Transport Commissioners (DTCs), 19 Regional
Transport Officers (RTOs) and 75 Assistant Regional Transport Officers
(ARTOs) (Administration) in the field. RTOs perform the overal work of
issue and control of permits regarding transport vehicles and ARTOs perform
the work of assessment and levy of taxes and fee regarding transport vehicles
and other than transport vehicles. Overall administration of Sub-Regional
Transport Officesis administered by respective RTOs.

3.2Results of audit

In 2015-16, the Department realised revenue of  4,410.53 crore. We planned
audit of44 annua units and one biennia unit out of the total 76 units of
Transport Department during 2015-16 and test checked all the above planned
units.The basis of selection was collection of revenue and past audit reports of
units. We found short assessment of tax and other irregularities involving

620.70crore in 325cases, which fall under the following categories as
mentioned in Table 3.1.

Table3.1
Results of Audit
( incrore)

Sl. No. Categories Number of cases Amount
1 PA of Working of the Transport Department 1 596.77
2. Shortrealisation of

e Passenger tax/additional tax 65 15.46

e Goodstax
3. Evasion of tax

e Passenger tax/additional tax 100 4.72

e Goodstax
4. Other irregularities 159 3.75

Total 325 620.70

Source: Information available in the Audit office.
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Chart 3.1

4.72

596.17
(96.14%)

1546  (0.76%) 375
(2.49%) (0.60%)

Nature of irregularities
Total amount of ¥ 620.70 crore
Tin crore (per cent)

EPA  of “Working of the
Transport Department™

EShort realisation of passenger
tax/additional tax

E Evasion of passenger
tax/additional tax

B Other irregularities

During the year2015-16 the Department accepted underassessment and other
deficiencies of 569.81 crore in 52 casesof which 44 cases involving
569.76 crore were pointed out in 2015-16 and rest in earlier years. An
amount of  34.06 lakh was realised in 39 cases of which 31 cases involving
29.41 lakh was pointed out in 2015-16 and rest pertainsto earlier years.

Performance Audit of Working of the Transport Department

involving

596.77 crore and a few illustrative cases of compliance deficiency involving
15.69crore are discussed in the following paragraphs.
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3.3 Performance Audit of Working of the Transport
Department
Highlights

Onetime tax of 26.79 crore was short levied on 26,592 light four
wheeler goods vehicles and school maxi cabs between November 2009
and March 2016.
(Paragraphs 3.3.9& 3.3.10)
Additional tax and penaty of 25.77 crore was not levied on 721
JNNURM buses found plying outside the Municipal Corporation area
and Additional tax of 360.33 crore including penalty of
174.42 crore not levied on UPSRTC buses between November 2009
and March 2016.
(Paragraphs 3.3.14)
Fitness fee of 4.56 crore including penalty was not levied on 9,942
vehicles which plied without valid fitness certificates between
February 2014 and March 2016. Plying of such vehicles aso
compromised public safety.
(Paragraphs 3.3.15)
Not creating the Uttar Pradesh Road Transport Accident Relief Fund
(UPRTARF) by the Department led to 109.06 crore not being
credited for accident victims between April 2012 and March 2016.
(Paragraphs 3.3.17)
The Compounding Fees amounting to  4.76 crore on violation of
permit conditions was not realised on contract and stage carriage
vehicles between October 2012 and March 2016.
(Paragraphs 3.3.18)
Department did not impose penaty amounting to  2.58 crore under
Carriage by Road Act in 839 cases for different categories of vehicles
which were seized for overloading during the period from July 2014 to
March 2016.
(Paragraphs 3.3.19)
The transport offices had no database/information of vehicles plying
with or without PUC certificate as well as absence of infrastructure for
testing of pollution of vehicles.
(Paragraphs 3.3.22)

There were 12,441,085 vehicles involving cost amounting to
43,564.38 crore hypothecated to banks. The Department did not get
inspected hypothecated documents from Stamp and Registration
Department with a view to ascertain actua amount of stamp duty.
Thus, the Government was deprived of revenue of  162.70 crore.
(Paragraphs 3.3.26)
The inspection of field offices was not done as per norms fixed. Acute
shortage of ancillary staff against the sanctioned strength led to excess
workload and adversely effected collection/recovery of revenue.
(Paragraphs 3.3.29& 3.3.31)
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3.3.1 Introduction

The receipts of the Transport Department (Department) are regulated under
the provisions of the Motor Vehicles Act, 1988 (MV Act), Central Motor
Vehicles Rules, 1989 (CMV Rule), Uttar Pradesh Motor Vehicles Taxation
Act, 1997 (UPMVT Act), Uttar Pradesh Motor Vehicles Taxation Rules, 1998
(UPMVT Rules), Carriage by Road Act, 2007(CBR Act), Carriage by Road
Rules, 2011 (CBR Rules) and Notifications, Circulars and G.Os issued by
Government and Department from time to time.

The main function of the Department is to issue Driving Licence, Certificate
of Registration, Certificate of Fitness, Trade Certificate, National Permit,
Contract Carriage Permit, Stage Carriage Permit etc. to ensure greater control,
quick monitoring and provide better citizen services.

Motor vehicles tax in respect of other than transport vehiclesis realised as One
Time Tax (OTT) for 15 years, whereas tax and additiona tax from transport
vehicles is realised monthly/quarterly/annually at the rates specified in the
UPMVT Act.

3.3.2 Organisational setup

The Principal Secretary, Transport, Uttar Pradesh is the administrative
headofthe Transport Departmentat Government level. The entire process of
assessment and collection of taxes and fees is administered and monitored by
the Transport Commissioner (TC) Uttar Pradesh who is assisted by two
Additional Transport Commissioners at Headquarters and three Additiona
Transport Commissionersin field.

There are six Deputy Transport Commissioners (DTCs) in zones, 19 Regional
Transport Officers (RTOs) in regions and 75 Assistant Regional Transport
Officers (ARTOs) (Administration) in sub-regions at the field levels. RTOs
performs the overall work of issue of permit and its control regarding transport
vehicles and ARTOs perform the work of assessment and levy of taxes and
fees regarding transport vehicles and other than transport vehicles. Overal
administration of sub-regional transport officesis with respective RTOs.

The organisationa chart of the Department is as under:
Chart 3.2 Organisational setup

i Principal Secretary 1
(Transport Department)

Transport Commissioner

Additional Transport
Commissioner (HQ)

Additional Transport
Commissioner (Field)

Additional Transport
Commissioner (Enforcement)

| I T

Deputy Transport Commissioner

Regional Transport Officer Regional Transport Officer

(Admimstration) (Enforcement)

Assistant Regional
Transport Officer
(Administration)

Assistant Regional
Transport Officer
(Enforcement)
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There are 114 Enforcement squads consisting of one ARTO (Enforcement),
one supervisor and three Enforcement constables in the State attached to the
Headquarters and deployed at district level. Two special Enforcement squads
are posted at Headquarters and 09 Regional Transport Officers (E) are posted
at district level, under the control and supervision of an Additional TC
(Enforcement) at the headquarters and six Deputy TCs at zonal* level.

3.3.3 Audit objectives
The Performance Audit was conducted with a view to ascertain whether:

» the provisions of Acts/Rules for levy and collection of revenue were
complied with and creditedtimely into Government Account;

» working of Enforcement Wing was effective to check/control the leakage
of revenue as well as vehicular pollution; and

» adequate internal controls existed for proper budgeting/fixing of targets
for the redlisation of revenue and for arresting pilferage/leakage of
revenue.

3.3.4 Audit criteria
The audit criteriawere drawn from:

* Motor VehiclesAct, 1988 (MV Act),

e Central Motor Vehicles Rules, 1989 (CMV Rules),

» Carriage by Road Act, 2007 (CBR Act),

» Carriage by Road Rules 2011 (CBR Rules),

e Uttar Pradesh Motor Vehicles Taxation Act, 1997 (UPMVT Act),

e Uttar Pradesh Motor Vehicles Taxation Rules, 1998 (UPMVT Rules),
and;

e Circulars and Notifications issued by the Department and Government
from timeto time.

3.3.5 Audit scope

The Performance Audit covering the working of Transport Department with a
view to ascertain the efficiency and effectiveness of the Transport Department
in ensuring levy/collection of the taxes/fees in accordance with the provisions
of the Act/Rules during the period 2011-12 to 2015-16 was conducted between
October 2015 and May 2016. We selected 19 out of 75 District Transport
Offices (DTOs) (RTOSARTOs) aong with office of the Transport
Commissioner, Uttar Pradesh, Lucknow, for scrutiny in performance audit.

For the purpose of the Performance Audit we segregated the units into high,
medium and low risk? on the basis of average annual revenue realised by the
RTOS/ARTOs covering the period from 2011-12 to 2015-16. In 19DTO s,
nine® out of 13 DTO sof high risk, eight* out of 31 DTO s of medium risk and

! Agra, Bareilly, Kanpur Nagar, Lucknow, Meerut and Varanasi.

2 High risk : where the revenue collection was above 50 crore annually.
Medium risk : where the revenue collection ranged between 20 croreand 50 crore.
Low risk : where the revenue collection wasbelow 20 crore.

¥ RTO Agra, Allahabad, Bareilly, Ghaziabad, Kanpur Nagar, Lucknow,Varanasi and ARTO
Gautambudh Nagar, and Mathura,
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two® out of the remaining 31 DTO's of low risk which werethe basis of
selection on random sampling.

3.3.6 Audit methodology

We test checked taxation registers, registration registers, files, permit registers,
certificate of fitness registers, etc. in sampled districts offices and in the office
of the TC. Further, we obtained the computerised data of the sampled DTO s.
The computerised data wascross-checked with manual records maintained in
the districts offices.

An entry conference was held with the Government and the Department on
20 January 2016 in which Special Secretary Transport represented the
Government and Transport Commissioner represented the Department. They
were apprised of the scope and methodology of Performance Audit. An exit
conference was held on 16 August 2016 with the Government and the
Department in which audit findings were discussed with the Deputy Secretary
Transport, Government of Uttar Pradesh and Transport Commissioner. The
response of the Government/Department has been incorporated in the relevant

paragraphs.

3.3.7 Trend of revenuereceipt

The budget estimates and actual receipts under the head (0041 and 0042)
Taxes on vehicles, goods and passengers during the period 2011-12 to
2015-16 aregivenin Table 3.2:

Table 3.2
Variations between budget estimates and actual
(_incrore)
Y ear Budget Actual Variation between Per centage of
estimates Receipts budget estimate shortfall
and actuals

2011-12 2,329.95 2,380.67 50.72 2.18
2012-13 3,093.90 2,993.96 -99.94 -3.23
2013-14 3,713.00 3,442.01 -270.99 -7.30
2014-15 3,950.00 3,797.58 -152.42 -3.86
2015-16 4,658.00 4,410.53 -247.47 -5.31

Sour ce: Finance Accounts of the Government of Uttar Pradesh

* RTO Jhansi, and ARTO Balia, Firojabad, Hardoi, Jalaun, Raebareli, Shahjahanpur, and
Unnao.
® ARTO Hathrash and Mau.
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Chart 3.3
Variation between budget estimates and actuals
100.00
50
000 AN years
g 2011-12 2013-14 2014-15 2015-16
S -100.00
= -152.42
~ -200.00
-300.00 -270.99 2y
——Variation between budget estimate and actuals

The above chart shows that the Department could not achieve the budget
estimates except in 2011-12.

During exit conference, the Department accepted our observation and stated
that reason for the difference between Budget Estimates and actual receipt is
due to finalisation of budget estimates five months prior to the next financial
year. We do not agree with the reply of the Department because the
preparation of budget estimates was not realistic. The Department could not
achieve the budget estimates fixed in any year except in 2011-12.

3.3.8Acknowledgement

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

Audit findings
Provision of Acts/Rules not complied with

No transport vehicle of State Transport Undertaking/transport vehicles/other
than transport vehicles shall be used in any public place in Uttar Pradesh unless
additional tax/tax and various fees have been paid. Our findings on violation of
various sections of Act and rules involving tax effect of 420.65 crore have
been mentioned in the following paragraphs.

3.3.9Short levy of onetime tax on light four wheeler goods vehicles

Onetime tax of 24.73crore on 25,435 light four wheeler goods
vehicleswas short levied.

Section 4 sub-section (1), provided for onetime tax at the rate of 7 per cent of
the cost of the vehicle with unladen weight exceeding 1000 kgs but not
exceeding 5000 kgs to be levied on the four wheeler Goods vehicles.The
Departmentviolating the provisions of Section 4(1), levied onetime tax of

7,600 per metric ton on the four wheeler Goods vehicles instead of 7per cent
of the cost of the vehicle. Section 4(1-A), of UPMV Taxation Act, provides
for levy of onetime tax 7,600 for every metric ton of the gross vehicles
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weight of the vehicle or part thereof on the three wheeler motor cab and goods
vehicles carrying total weight of 3,000 kg.

We examined thevehicles files,
vehicles database, receipt books
and

cash-books of sampled
RTOS/ARTOs and observed that
25435 out of 54,636 four
wheeler goods vehicles were
registered during from April
2011 to March 2016. The
Department,violating the
provisions of Section 4(1), levied onetime tax of 7,600per metric ton on the
four wheeler Goods vehicles instead of 7 per cent of the cost of vehicle. As a
result, the onetime tax amountingto 24.73 crore was short levied.

During exit conference the Departmentstated that provision of Section 4(1-A)
are applicable to al the vehicles having GVW not exceeding 3000 kgs.

We do not agree with reply of the Department because the provision 4(1-A)
are applicable only on three wheeler goods vehicles whereas our observation is
on four wheeler goods vehicles for which provision of Section 4(1) is
applicable.

3.3.10 Short levy of tax on school maxi cab vehicles

Tax of 2.06 crore on school maxi cab vehicleswas short levied due to
levy of onetimetax instead of the rates prescribed for such vehicles.

Under Section 4(2) ofthe UPMVT Act, no transport vehicle shall be used in
any public place in Uttar Pradesh unless prescribed tax has been paid. The rate
of tax applicable to motor cab (excluding three wheelers motor cab) and maxi
cab was 550 per seat/per quarter upto7 November 2010 and 660 per seat
per quarter from 8 November 2010. It was aso provided that rate of tax on
motor vehicles, which is exclusively used for the conveyance of pupils of
educational institution and employees of factory to and from the institutions
shall be half therateof 550and 660.

We examined thevehicles files, vehicles database, receipt books and
cash-booksof sampled RTOS/ARTOs and observed that in13 RTOs ARTOS’,
1,057 out of 2,209 vehicles were registered (November 2009 to October 2015)
for the conveyance of pupils of educational institution and employees of
factory but Department levied onetime tax instead of the rates prescribed
forsuch vehicles as per Section 4(2) of UPMVT Act.As a result, due to
application ofincorrect rates of taxamounting to  2.06 crore was short levied
(Appendix-XI).

During exit conference the Department did not give specific reply relating to
levy of tax applicable to maxi cabs.

® RTO Agra, Ghaziabad, Lucknow, Varanasi and ARTO Firozabad, GB Nagar, Hardoi,
Hathras, Jalaun, Mathura, Reabareli, Shahjahanpur, Unnao
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3.3.11 Registration of other than transport (private) vehicles not
renewed

Reregistration fee, penalty, fitness fee, certificate fee and green tax
amounting to 72.771lakh was not realised from 5,597other than
transport vehicleswhoseregistration had expired.

Under Section 39 of the MV Act, every vehicle is required to be registered.

Section 41 (7) of the Act ibid provides that registration of other than transport’

vehicle is valid for the period of 15 years and registration can be renewed for

subsequent period of five years. Fitness is also required to be checked and

issue certificate for the same at the time of re-registration of vehicle for which
200 asfitness fee and 100 for issue of certificate is leviable. Re-registration

fee for other than transport light motor vehicle is 200 and in case of delay
100 isaso leviable as penalty under Section 177 of the Act.

As per G.O. dated 27 January 2015 no motor vehicle other than a transport®
vehicles shall be used in any public place after expiry of validity of
registration under the MV Act unless a green tax at the rate 10 per cent of due
onetime tax at time of registration has been paid in respect thereof. As per
Section 192 of the MV Act, if the Enforcement wing finds that anyvehicle is
used in contravention of the provisions of the Section 39 it shall be punishable
for the first offence with a fine which may extend to five thousand rupees but
shall not be less than two thousand rupees.

We examined thevehicles files, vehicles database, receipt books and
cash-booksof sampled RTOS/ARTOs and observed that in 16 RTOY ARTOs
5,597 out of 15,276 other than transport light motor vehicles were registered
during January 1990 to February2001 for the period of 15 years. The
registration of the said vehicles lapsedbetween January 2005 and March 2016.
In none of these cases, change of address of the owners under relevant Act or
the cancellation of registration under section 55 of MV Act 1988 was found on
records but none of these vehicles were re-registered and the Enforcement
wing failed to detain the vehicle in police custody.Also Demand, Collection
and Balance (DCB)/other registers were not being reviewed periodical by the
Department. As aresult, re-registration fee, penalty, fitness fee, certificate fee
and green tax amountingto 72.77 lakhwas not realised (Appendix-XI1).

During exit conference the Department stated that generally when the vehicles
owners come forre-registration after inspection by the registration authority all
the dues are levied. However, the contention of the Department is not tenable
aswe did not find levy of fee and tax in any of the case test checked.

Government may consider periodic review of registered other than
transport vehicles (private vehicles) to identify vehicles whose validity of
registration has expired.

" Other than transport vehicle/private vehicles do not used for public purpose.
8 Transport vehicles used for public purposes.
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3.3.12 Registration mark not assigned to vehicles of other States

Vehiclesarrived from other States were not assigned registration mark
of State as such, assignment fee amounting to 7.70lakh was not
realised from 1,621 other State vehicles which were found plying on
roads.

Under Section 47 (1) of the MV Act, and Rule 81 of CMV Rules, when a
motor vehicle registered in one State has been kept in another State for a
period exceeding twelve months, the owner of the vehicle shall apply to the
registering authority, within the jurisdiction of that State for the assignment of
a new registration mark and shall present the certificate of registration to that
registering authority. The fees payable for assignment of new registration in
case of heavy, medium, light and other than transport vehicleis 600, 400,
300and 200 respectively.

We examined thedata base and files of vehiclesofsampled RTOS/ARTOs and
observed that in 11° RTOSARTOs,1,621 out of 2,461 vehicles registered in
other Statesbrought and registered into Uttar Pradesh (UP) (January 2011 to
March 2015) were plying in UP for a period of more than one year. Though
the owners of the vehicles were paying tax in UP for more than one year, they
had not applied for assignment of new registration marks. The Department did
not issue notices for new assignment of registration marks and Enforcement
wing did not detain these vehicles.Thus, the Government remained deprived of
revenueof 7.70 lakh.

During exit conference the Department accepted our observation and stated
that the vehicle wise details are being prepared in the district.

3.3.13 Tax/additional tax from surrendered vehiclesnot realised

The taxation officers did not realise the tax/ additional tax amounting
to 1.18crore from 458 out of 2,433 vehicles which were surrendered
for the periodbeyond three calendar months.

Rule 22 of the UPMVT Rules, provides that when the owner of a transport
vehicle withdraws his motor vehicle from use for one month or more, the
certificate of registration, tax certificate, additional tax certificate, fitness
certificate and permit, if any, must be surrendered to the taxation officer. The
taxation officer shall not accept the intimation of not using of any vehicle for
more than three calendar months, within a calendar year, however, the period
beyond three calendar months may be accepted by the RTO of the region
concerned,if the owner makes an application with requisite fee to the taxation
officer. If any such vehicle remains surrendered for more than three calendar
months during a year without extension of acceptance of surrender by RTO, it
shall be deemed to be revoked and the owner shall be liable to pay tax and
additional tax, as the case may be. Further, subject to the provision of
sub-rule (4), the owner of a surrendered vehicle in respect of which intimation
of not using the vehicle has aready been accepted, shall be liable to pay tax
and additional tax for the period beyond three calendar months during any

® RTO Allahabad, Ghaziabad,Varanasi and ARTO Ballia, Firozabad, Hardoi, Hathras, Jalaun,
Mathura, Mau, and Raebareli.
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calendar year, whether the possession of the surrendered documents have been
taken from the taxation officer or not.

We examined thesurrender registers, vehicles files, passenger tax registers and
goods tax registers of sampled RTOS/ARTOs and observed that in
16 RTOYARTOs,4580ut of 2,433 vehicles were surrendered for periods
beyond three calendar months in a year during the period from January 2014
to November 2015. Thoughextension of acceptance of surrender beyond three
months was not granted by concerned RTO, the taxation officers did not
initiate any action to realise the tax/additional tax due thereon, and the
Enforcement wing failed to detain the vehicle in police custody. As a resullt,
tax/addition tax amountingto 1.18 crore was not realised (Appendix-XI11).

During exit conference the Department accepted our observation and stated
that all the RTOS/ARTOs have been directed to initiate action in such cases.

3.3.14 Additional tax not levied on InNURM and UPSRTC buses
3.3.141  Additional tax on INNURM buses not levied

Additional tax of 25.77 crore was not levied on 721JnNURM buses
under City Transport Services Limitedfound plying outside the
municipal corporation area.

No transport vehicle of State Transport Undertaking shall be used in any
public place in Uttar Pradesh unless additional tax prescribed under
sub-section (1) of Section 6 of UPMVT Act, has been paid. Motor Vehicles of
State Transport undertaking operating within the limits of Municipal
Corporation or Municipality shall be exempted from the payment of additional
tax.

We examined theroute and
tax files returns and challan
submitted by the Uttar
Pradesh State Road
Transport Corporation
(UPSRTC) in sampled
RTOsARTOs and found
that in six'’RTOS/ARTOs,
721out of 1,020 Jawaharlal
Nehru Nationa  Urban
Renewal Mission
(INNURM) buses under City Transport Services Limited were plying outside
the municipal corporation area between November 2009 and March 2016 and
were liable for payment of additional tax of 25.77 crore.The transport
officers did not initiate any action i.e. issue notice to deposit the additional tax,
detain the vehicle in police custody by Enforcement wing of the Department
or issue RCs for not depositing of additional tax on these vehicles. As aresult,
additional tax of 25.77 crore was not levied.

9 RTO Agra, Allahabad, Kanpur Nagar, Lucknow, Varanasi and ARTO Mathura.
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During exit conference the Department accepted our observation and directed
all transport officers to initiate action against such buses which are found
plying outside the municipal corporation area.

3.3.14.2 Additional tax and penalty onUPSRTC buses not
levied

Additional tax of 185.91crore and penalty of 174.42crore not
levied on UPSRTC buses.

No transport vehicle of State Transport Undertaking shall be used in any
public place in Uttar Pradesh unless additional tax prescribed as per
Section 6(1) of UPMVT Actread with Rule 9 and 24 of UPMVT Rules has
been paid. Principal Secretary vide letter 20 February 2006 directed Managing
Director, UPSRTC to remit the total additiona tax due directly to the
treasuries and to submit the original challan to the headquarters office. In case
of delayed payment of tax or addl. tax made after 15" of a month, penalty at
the rate of five per cent of the due tax/additional tax wasto be leviable.

4+ We examined
therecords of
tax/additional
tax files, tax
returns  and
challans
ofsampled
RTOSARTOs
and TC office
and observed
that
tax/additional
tax should be
assessed and
levied by
Motor Vehicle
Department as
per UPMVT
Act 1997
andthe order of Principal Secretary was applicable to remit tax only upto
March 2007. UPSRTC was not authorised to assess and remit the tax into
treasury after March 2007. But in these cases additional tax on buses plying on
road is assessed and deposited by UPSRTC against the provisions of the Act
and subsequently created a pendency of 745.27 crore for recovery upto
March 2011. Due to continuous short assessment/payment of additional tax on
the 44,674 buses plying on road during April 2011 to March 2016, the
additional pendency of recovery amounted to  185.91 crore. Besides, penalty
of 174.42 crore was also imposable. Even after lapse of ten years the
Department made no effort to assess and recover the additiona tax from the
vehiclesplying under UPSRTC. As a result, besides imposition of penalty of
174.42 crore, additional tax of 185.91 crore was not levied. The details are
shown in Table 3.3.
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Table3.3
Additional tax and penalty onUPSRTC Busesnot levied
(_incrore)
Sl. Y ear Total Addl. Tax due Addl. Tax Addl. Tax Penalty due as
No. number of |duringtheyear | deposited during balance during on 31.03.2016
vehicles the year the year
1. 2011-12 8,325 222.61 124.00 98.61 98.61
2. 2012-13 8,634 220.95 176.16 44.79 44.79
3. 2013-14 9,318 230.84 200.54 30.30 30.30
4. 2014-15 9,128 22743 227.22 00.21 00.12
5. 2015-16 9,269 225.00 213.00 12.00 00.60
Total 44,674 1,126.83 940.92 185.91 174.42

Source: Information available on the basis of audit findings

During exit conference the Department assured us of issuing notices for
realisation of additional tax and penalty from UPSRTC buses.

Government may institute a mechanism for periodic review of DCB
register to monitor collection of revenue from defaulter vehicles/vehicles
plying under UPSRTC and ensure strict adherence to provisions of
Acts/Rules.

3.3.15 Fitness certificate of vehicles not renewed

Thereis no system in the Department to check whether thereis valid

fitness certificate while accepting payment of tax due. As a result

9,942 vehicles plied without valid fitness certificatesand were liable

for levy of fitness fee of 57.69lakh and imposition of penalty of
3.98 crore.

Under Section 56 read with 84 and 86 of MV Act, and Rule 62 of CMV Rules,
1989 made thereunder, a transport vehicle shall not be deemed to be validly
registered unless it carries a certificate of fithess. A fitness certificate granted
in respect of a newly registered transport vehicle is valid for two years and is
required to be renewed every year and in case of failure his permit is likely to
be cancelled or suspended for a certain period. Payment of the prescribed test
feeof 100, 200, 300and 400 for three whedlers, light, medium and heavy
vehicle respectively is required to be made.ln addition to this, renewal fee of

100for issuing certificate of fithess is aso leviable for al category of
vehicles. In case of default, an additional amount equal to the prescribed feeis
also leviable. Plying a vehicle without certificate of fitness is compoundable
under Section 192 of the MV Act, 1988 at therate of 4,000 vide notification
dated 25 August 2010

We examined thetax registers, vehicles files, vehicles database, receipt books
and cash-books in sampledRTOS/ARTOs and observed that9,942 out of
30,457 vehicles plied between February 2014 and March 2016 without valid
fitness certificate although the tax due was redlised.In VAHAN software
information regarding expiry of fitness was available but Department failed to
identify such cases. Specific feature to prevent vehicle owners to pay tax
where fitness had expired was not available.The Department neither initiated
any action to issue to notices for cancelling the permit of these vehicles whose
fitness certificate had become overdue nor levied any fine on defaulting
vehicle owners as per provisions of the MV Act. It was the responsibility of
ARTO (Administration) to identify and stop these vehicles with the help of
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Enforcement wing. Plying of such vehicles also compromised public safety.
These vehicles were liable for levy of fitness fee of 57.69lakh and
imposition of penalty of 3.98 crore(Appendix-XIV).

During exit conference the Department accepted our observation and stated
that the vehicle wise position is being prepared and penalty would be levied on
vehicles found plying without fitness. Thus the Department was aware of such
defaulting vehicles but failed to prevent them from plying on road which could
compromise public safety.

Department should take immediate steps to verify the fithess of all
vehicles while accepting payments towards tax due, to avoid loss of
revenue and in theinterest of public safety.

3.3.16 Irregularitiesin permit

3.3.16.1 Permit fee, application fee and penalty not levied on
vehicles plying without per mit

Permit fee, application fees and compounding fee amounting to
45.43 lakh was not realised from 625 vehicles found plying on roads
without renewal of permit.

Section 66 of the MV Act provides that no owner of a motor vehicle shall use
or permit the use of the vehicle as a transport vehicle in any public place
without permit. As per Section 81 of MV Act a permit other than a temporary
permit is valid for a period of five years. Rule 125 of the UPMVT Rules,
prescribed rates for issue of new permit and its renewal and application fees.
Plying avehicle without permit is compoundable under Section 192 of the MV
Act, at therateof  4,000.

We examined vehicle files, permit registers, receipt books and cash-books of
sampled RTOSARTOs and observed that in TC office and five"'RTOs, 625
out of 10,358 contract carriage, auto/three wheeler vehicles, stage carriage,
school vehicles and goods vehicles were plying on roads (February 2010 to
March 2016) without renewal of permit even after expiry of validity period.In
VAHAN software information regarding expiry of permit was available but
Department failed to identify such cases. The Department neither realised
permit fees, application fee and penaty nor initiated any action i.e. issue
notices to permit holders for cancellation of permit to seize and detain these
vehicles under section 66(1), 192 of MV Act and rule 125 of CMV Rules. Asa
result, permit fees application fee and penalty amounting to  45.43 lakh was
not realised.

During exit conference the Department stated that penalty would be imposed
and realised only when the vehicle is found plying on road without permit and
it is not imposable on the basis of not renewing permit by the vehicle owner.

The fact remains that the audit noticed and assessed on the basis of records
available that 625 vehicles were plying on roads without renewal of permit
even after expiry of validity period. Despite the information being available
with the Department, it failed to provide data of such vehicles to Enforcement

" RTO Agra, Ghaziabad, Kanpur Nagar, Lucknow and Varanasi
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Wing. As aresult, the Enforcement Wing failed to carry out its duty to detain
such vehicles and impose penalty.

3.3.16.2 Authorisation of National Permit and All India Tourist
Per mit not renewed

Section 81 of MV Act provides that a permit is valid for five years. As per
Rule 83 and 87 (3) of CMV
Rules, authorisation for All
India Tourist permitand
National Permit is for one
year. As per orders of TC
(February ~ 2000) the
authorities concerned shall
issue notice to the permit
. holder within 15 days of
| expiry of authorisation
& caling his explanation as
= e to why the permit should
iy RS | S8 not be cancelled if
theauthorisation was not renewed and cancel the permit in case no explanation
being received within the prescribed time.

e Authorisation of National Per mit was not renewed

Composite and authorisation fees amounting to 68.78 lakh was not
realised from 393 goods vehicles found plying on roads without
renewal of authorisation of national permit.

The Composite fee of 16,500 per annum for authorisation along with
application fee amounting to 1,000 was to be deposited in the Government
account for authorisation of national permit.

We examined thevehicle files, permit registers, receipt books and cash-
booksof sampled RTOSARTOs and observed that in eight'®> RTOs, 393 out of
3,150 goods vehicles covered under national permit were plying on roads
(March 2015 to March 2016) without renewal of authorisation of national
permit even after expiry of validity period. All this information was also
available in VAHAN software which was required to be analysedat State level
by an officer not below the rank of Deputy Transport Commissioner and at
RTO level by ex-officio Secretary of the Regiona Transport Authority of the
Transport Department as per rule 55(7), 56(7) of UPMV Rules 1998. However
the Enforcement wing of the Department neither traced these vehiclesas
provided under section 192 of MV Act nor did the Departmentissue notices to
those permit holders for cancellation of permits. The physical check of records
and scrutiny of digital data was absent. Thus there wasabsence of mechanism
for monitoring of the subsequent authorisation during currency of national
permits in those RTOs. As a result, composite fee and authorisation fee
amountingto  68.78 lakh were not realised.

12 RTO Agra, Allahabad, Bareilly, Ghaziabad, Jhansi, Kanpur Nagar, Lucknow and Varanasi
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e Authorisation of All India Tourist Per mit not renewed

Authorisation fee and court fees amounting to 6.57 lakh was not
realised from 938 tourist vehicles found plying on roads without
renewal of authorisation.

The authorisation fee of

500 per annum for
authorisation aong with
court fee amounting to
200 was to be deposited in
the Government account for
authorisation of al India
tourist permit.

We examined thevehicle
files, permit  registers,
receipt books and cash-
booksofsampled RTOs and
observed that in
five"RTOs, 938 out of 6,000 tourist vehicles covered under all India permit
were plying on roads (June 2014 to March 2016) without renewal of
authorisation of al India permit even after expiry of validity period. All this
information was aso available in VAHAN software which was required to be
analysedat State level by an officer not below the rank of Deputy Transport
Commissioner and a RTO level by ex-officio Secretary of the Regional
Transport Authority of the Transport Department as per rule 55(7), 56(7) of
UPMV Rules 1998. However the Enforcement wing of the Departmentcould
neither trace these vehicles under provision of section 192 of MV Act nor
could the Department issue notices to these permit holders for cancellation of
permits. The physical check of records and scrutiny of digital data was also
absent. Thus there was on absence of any mechanism to monitor of the
subsequent authorisation of theAll India permits in those RTO s.As a result
authorisation fee and court fee amountingto  6.57 lakh was not realised.

During exit conference the Department accepted our audit observation.
3.3.17 Accident Relief Fund not established and itsimpact

Due to not creating of Uttar Pradesh Road Transport Accident Relief
Fund (UPRTARF) by the Department, 109.06 crore could not be
credited for accident victims between April 2012 to March 2016.

As per provisions of Section 8(1) of UPMVT Act, 1997 as amended in 2009,
for the purpose of providing relief to the passengers or to heirs of such
passengers or other personsor other persons suffering casualty in any accident
in which a public service vehicle is involved, the State Government shall
establish a fund to be known as the Uttar Pradesh Road Transport Accident
Relief Fund (UPRTARF). The amount equivalent to two percent of the tax

¥RTO Bareilly, Ghaziabad, Kanpur Nagar, Lucknow and Varanas.
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levied under Section 4 and two percent of the additional tax levied under
Section 6 shall be credited to the said fund.

We examined theMonthly statement of revenue receipts of the office of the
Transport Commissioner and found that the Department had realised a sum of

5,453.04 crore as tax and additiona tax from goods and passenger vehicles
during the period between April 2012 and March 2016. Two per cent of this
amount  109.06 crore was to be credited to the UPRTARF but could not be
credited to the fund by the Department as no such funds had been established.
We further noticed that compensation amounting to  49.02 lakh was paid
from the budget major head 2235 Social Safety and Welfare during the year
2012-13 to 2015-16 to the passengers or heirs of such passengers against
334cases of accident from public service vehicles. The failure to create a fund
negated the very purpose of the provision of the Act and the compensation had
to be paid out of revenue budget of the State.

During exit conference the Government/Department accepted our observation
and stated that process of amendment in Rules for creation of UPRTARF isin
progress.

Effectiveness of Enfor cement wing

The regulatory functions of the Enforcement Wing in the State comprise
ofchecking of offencesforplying of unregistered vehicles/vehicles without
permit/driving license/certificate of fitnesss/norms of pollution/overload
vehicles/evade tax and violation of Act/Rules.The deficiencies found in
working of Enforcement Wing on the above functions involving 8.85 crore
have been discussed in the following paragraphs.

3.3.18 Compounding fee not levied on contractand stage carriage
vehicles

3.3.18.1 Compounding Fee not levied on contract carriage
vehiclesin violation of permit conditions

Compounding fee amounting to 4.10crore was not realised from
10,241 contract carriage vehicles found plying on roads in violation of
per mit conditions.

Under Rule 70 of the UPMV Rules, the owner of the contract carriage vehicle
other than motor cab is liable for submission of passenger s list and quarterly
abstract of the vehicle log book as required under the terms and conditions of
the permit issued by the competent authority. Section 192A of MV Act defines
the penalty for violation of conditions of permit which attracts imposition of
compounding feeof  4,000.

We examined the files and database of vehiclesof contract carriage of sampled
RTOS/ARTOs and observed that in TC office and five™RTOS/ARTOs,10,241
out of 11,983 contract carriage vehicles were covered under contract carriage
permit and wereplying during the period October 2012 to March 2016 but no
vehicle owner submitted passenger list and logbook as per above provisions.

¥ RTO Barreilly, Ghaziabad, Kanpur Nagar, Lucknow and Varanasi
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As aresult, compounding fees amountingto  4.10 crorewas neither levied nor
realised by the Department.

During exit conference the Department stated that not producing of log book
and/or passengers list does not attract penalty as this is not a violation of
permit conditions.

We do not agree with the reply of the Government as all the vehicles were
plying and paying tax regularly without submitting passenger s list and
quarterly abstract of the vehicle log book violating the condition of permit, but
the Department did not impose penalty on these vehicles.

3.3.18.2 Compounding Fee not levied on stage carriage vehicles in
violation of permit conditions

Compounding fee amounting to 65.92 lakh was not levied in
violation of permit conditions by 1,648 stage carriage vehicles.

Section 72 of MV Act, provides different conditions for grant of stage carriage
permit. Sub section 2(iii) ibid specifies that the minimum and maximum
number of daily trips to be provided in relation to any route or area generaly
or on specified days and occasions may be provided after issue of such permit.
Further as per Rule 17 of the UPMVT Rules, every operator of the stage
carriage shall within seven days of coming into force of the Act or being
possessed of the vehicle, as the case may be, furnish to the Taxation Officer a
table regulating timing of arrival and departure of his stage carriage, as well as
the number of single trips made in a quarter and such other particulars
connected with this business, as the Taxation Officer may by order, from time
to time require. Violation of permit condition attracts imposition of
compounding fee 4,000 per case.

We examined the route files of stage carriage vehicles of sampled
RTOYARTOs and observed that in 13 RTOSARTO s, al 1,648 stage
carriage vehicles test checked were covered under stage carriage permit and
plying during the period from September 2011 to March 2016 but none of the
vehicle owners submitted their time table for arrival and departure of vehicle
as required under Rule. Thus, due to this the Department not only remained
deprived of compounding fee amounting to  65.92 lakh but also in case of
any accident in the absence of details of trips and passengers the Department
will not be able to work out the actual victims, the compensation payable to
them and it will also affect the law and order issues.

During exit conference,the Department accepted our observation and stated
that in the cases of violation of permit conditions, if the owner of the vehicle
applies for compounding the charges, a his request the compounding fee is
imposed and in case where the vehicle owner does not turn-up, cases are
referred to court.

We do not agree with the reply of the Government asthe Enforcement wing
was entrusted with identification and penalisation for violation of permit
conditions. Audit noticed that all the vehicles were plying and paying tax

> RTO Agra, Allahabad, Ghaziabad, Jhansi, Kanpur Nagar, Lucknow, Varanasi and ARTO
Firozabad, G B Nagar, Jalaun, Mathura, Mau, and Unnao.
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regularly without submitting time table and number of trips but not a single
vehicle for violating the conditions of permit was identified and detained by
the Enforcement wing.

3.3.19 Penaltyunder Carriage by Road Act not imposed

The Department did not impose penalty amounting to 2.58 crore
under Carriage by Road Act on 839 vehicles which were seized for
overloading.

Section 5 (3) of Carriage by Road Act, stipulates that if the registering
authority or any other authority so authorised under the MV Act, has received
proof of such violation of provision of sub-section (8) of Section 4, it shall
be competent to impose the penalty prescribed under Section 194 of the MV
Act, on the common carrier, notwithstanding the fact that such penaty has
already been imposed on and realised from the driver or the owner of the
goods vehicle or the consignor, as the case may be.

Section 18 (1) of Carriage by Road Act, regarding not registering common
carrier provides that if any one contravenes the provisions of Section 3,
Section 13 or notification issued under Section 14 shall be punishable for the
first offence with fine which may extend to four thousand rupees, and for the
second or subsequent offence with fine which may extend to seven thousand
five hundred rupeses.

We examined the prosecution books, crime and seizure registers and files in
sampled RTOs ARTOs and observed that 839 out of 8,161 cases of different
categories of vehicles were seized for overloading during the period from July
2014 to March 2016. The Department levied pendty of 2.25 crore under
Section 194 of the MV Act, and released the vehicles. In al the 839 cases the
Department did not initiate any action under Section 5(3) of the CBR Act to
impose penalty of 2.25crore. Further penaty amounting to  33.08 lakh
under Section 18 (1) of the Act for failure to register would have aso been
imposed on 839 cases but,the Department imposed penalty under Section
18(1) only on 12 cases. This shows that the Department was aware of the
provision but the ARTO Enforcement failed to impose penalty of 2.58 crore
which would has been avoided if the RTO (Enforcement) could have taken
action against those officers because they were not competent to exercise their
discretion (Appendix-XV).

During exit conference the Department accepted our observation and stated
that penalty would be imposed on common carrier, as information from the
Regional Offices was being called for to indentify these common carriers to
workout actual dues.

The Government may consider initiating disciplinary proceedings against
the errant officersin case of negligence and/or connivance.

18 As per provision of section 4(8) of CBR Act, a common carrier shall not load the motor
vehicle beyond the gross vehicle weight mentioned in the registration certificate whose
registration number is mentioned in the goodsforwarding note or goods receipt and the
common carrier shall not allow such vehicle to be loaded beyond the gross vehicle weight.
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3.3.20 Tax and additional tax from seized vehicles not realised

Under Section 22 of the UPMVT Act, a motor vehicle seized by the
Enforcement wing of the Department, the vehicle owners are liable to pay
dues and compounding fee imposed thereon and get it released. Where owners
of vehicles did not turn up to pay dues, these vehicles may be auctioned after
45 days from the date of seizure and revenue redlised should be adjusted
towards the tax, additional tax, penaty and the expenses of such auction. The
balance, if any, shall be refunded to the owner of the vehicle.

3.3.20.1 Revenue not realised due to not auctioning of seized vehicles

The Department could notrealise 1.05 crore dueto not auctioning258
seized vehicles.

We examined the seizure registers and concerned files of sampled
RTOS/ARTOs and observed that in 11 RTOSARTO"Y s, 258 out of 297
vehicles were seized under the provisions of the UPMVT Act during the
period from July 2008 to November 2015 against which dues of

1.05 crorewas to be realised. The owners of these vehicles did not pay the
dues within 45 days from the date of seizure. The concerned offices aso did
not initiate action to realise the dues of 1.05 crore from seized vehicles
through auction of these vehicles despite the lapse of five months to seven
years eight months from the date of seizure.

During exit conference the Department accepted our observation and stated
that the officers have been directed to auction the seized vehicles from time to
time.

3.3.20.2 Short realisation of revenue from auction of seized vehicles

There was short realisation of 30.16 lakh by the Department from
theauction of 124 seized vehicles.

We examined the seizure registers and concerned files of sampled
RTOS/ARTOs and observed that in five®® RTOSARTOs, 124 out of 284 test
checked vehicles were seized by the Enforcement wing from May 2006 to
September 2014 under the provisions of the UPMVT Act for not depositing
dues of 43.04 lakh. The defaulters failed to deposit the due amount within
the prescribed period of 45 days. The Department auctioned the seized
vehicles between February 2014 and March 2016 and recovered an amount of

12.88lakh against the due amount of 43.04lakh. Thus,an amount of

30.16 lakh could not be recovered from seized vehicles. The concerned
offices did not issue recovery certificates for realisation of the balance amount
of 30.16 lakh.

During exit conference the Department accepted our observation and stated
that in cases of vehicles where the amount is short realised the process of
recovery is under process.

YRTO Barreily, Ghaziabad, Kanpur Nagar, Lucknow, Varanas and ARTO GB Nagar,
Hathras, Jalaun, Mathura, Shahjahanpur, and Unnao.
8 RTO Agra, Allahabad, Ghaziabad and ARTO G B Nagarand Hardoi.
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3.3.20.3 Excess amount received from auction of seized vehicles
not refunded to owners

Owners were not refunded excess amount of 10.90 lakh received
from the auction of 128 seized vehicles.

We examined the seizure registers and concerned files of sampled
RTOS/ARTOs and observed that in five®® RTOS/ARTOs, 128 out of 284test
checked vehicles were seized by the Enforcement wing from January 2009 to
August 2014 under the provisions of the UPMVT Act for not depositing dues
of 11.33lakh. The defaulters failed to deposit the due amount within the
prescribed period of 45 days. The Department auctioned the seized vehicles
between January 2014 and February 2015 and recovered an amount of

22.23 lakh against the due amount of 11.33 lakh. Thus excess amount of

10.90 lakh recovered from the auction of seized vehicles was not refunded to
OWners.

During exit conference the Department accepted our observation and stated
that instruction has been issued to concerning district officers to refund excess
amount received in auction to owners of vehicles.

3.3.21 Commercial use of vehicles registered as private/agriculture
vehicles

Tax and fine amounting to 16.04lakh was not realised from93
tractors engaged in commer cial activities.

Under Section 4(2) of UPMVT Act, on tractors used for commercial purposes
other than agriculture purposes, tax is leviable at the rate of 500 per quarter
or 1,800 per yearupto 18 October 2012 and 525 per quarter or 1,890 per
year from 190ctober 2012, for every metric ton of the unladen weight of the
vehicle or part thereof.Further under Section 66(1) read with 192 of the MV
Act, use of a motor vehicle in contravention of provisions shall be punishable
for the first offence with a fine of 2,500 which was raised to 4,000 with
effect from 25 August 2010.

We examined the seizure registers and concern files of sampled RTOsS/ARTOs
and observed that in six*’RTOS/ARTOs, 93 tractors registered for agricultural
purposes engaged in commercia activities of transporting sub-mineral (sand
and ordinary soil). This fact was verified from relevant records of respective
District Mines Officers. We observed from the prosecution registers, that the
Department did not initiate any action for the levy and collection of the
differential rate of tax from these vehicles being put to commercial use and
also did not impose fines for violation of provision of Act. As a result, the tax
and fineamountingto  16.04 lakh were not realised.

During exit conference the Department accepted our observation and stated
that notice has been issued in one out of six ARTOs.

9 RTO Agra, Ghaziabad, Jhansi and ARTO Hathras, and Unnao.
PARTO Ballia, Firozabad, Hathras, Mathura, Shahjahanpur and Unnao
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3.3.22 Vehicular Pallution

3.3.22.1 Lack of information of polluting vehicles

Transport offices had no database/information of vehicles plying with
or without PUC certificate.

Under the provisions of Rule 115(7) of the CMV Rules, after the expiry of a
period of one year from the date on which the motor vehicles was first
registered every such vehicle shal carry a valid Pollution Under Control
(PUC) certificates issued by an agency authorised for this purpose by the
StateGovernment. The validity of the certificate shall be for six months. Under
rule 115(2) if the standard of pollution of vehicles is found within the
prescribed limit the pollution testing centers will issue PUC certificate on
payment of prescribed fee.

We  examined the
records related to
pollution in sampled
RTOJARTOs andTC
office and observed that
the Department had
authorised 787 private
pollution testing centers
in 70 RTOS/ARTOs of
the State and the rest
five ARTOs had no
centre. There were 507
pollution testing centers
in sampled
RTOS/ARTOs. The TC and RTOS/ARTOs offices did not have any
database/information regarding vehicles plying with or without PUC in
VAHAN software, which has been confirmed by the Department in their reply
stating that information from field offices are being collected.

3.3.22.2 Absence of infrastructure for testing of pollution of
vehicles

We examined the records in sampled RTOSYARTOs andTC office and
observed that in eight RTOs/ARTOs the necessary equipments for checking of
smoke emission of vehicles were out of order. There was no such equipments
in 10 out of remaining 11 RTOS/ARTOs and 19 Enforcement wings. In the
absence of infrastructure testing of pollution of vehicles could not be carried
out in accordance with the prescribed norms.

During exit conference the Department accepted our observation and stated
that the detailed information is being called for from the districts.

Government may consider deployment of adequate traffic personnel
along with required equipmentsto ensure the implementation of pollution
standards.
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I nternal Control mechanism

The Department should develop an effective internal control mechanism to
ensure proper implementation of Act/Rules. This also helps in the creation of
reliable financial and management information system for prompt and efficient
decision making and adequate safeguard against short collection and evasion of
revenue. This should also be reviewed and updated from time to time to
maintain their effectiveness. Our findings on the efficacyofinternal controls in
the Department involving 167.27 crore have been mentioned in the following

paragraphs.
3.3.23Analysis of arrearsof revenue

The arrears of revenue as on 31 March 2016 amounted to 118.11 crore. The
Table 3.4 depicts the position of arrears of revenue during the period 2011-12
to 2015-16:

Table3.4
Analysis of arrears of revenue
(_incrore)
Y ear Opening balance Addition during Amount collected during Closing balance
of arrears the year the year of arrears
2011-12 29.67 786.76 786.74 29.69
2012-13 47.44 949.83 943.43 53.84
2013-14 87.94 1125.91 1088.21 125.64
2014-15 124.94 1187.74 1175.87 136.81
2015-16 146.70 1180.81 1209.40 118.11

Sour ce: Information provided by the Department

We observed that there was an arrear of  29.67 crore against private parties at
the beginning of 2011-12 which increased to  118.11 crore (298 per cent) in
2015-16. The detall of arrears outstanding for more than five years is not
available with the Department. This shows that the Department did not take
concerted efforts to reduce the arrears. Opening balance of a year must tally
with the figures of closing balance of the previous year, which did not as the
abovetable shows. The opening balance of each year differs from the closing
balance of the preceding year. Thus, it can be inferred that the information
maintained by Department regarding arrears was incorrect and that the
Department was unaware of the actual amount of arrears that needed to be
recovered.

During exit conference the Department accepted our audit observation and
stated that the reason for variation in year to year is due to digitisation of old
vehicular records. The details of arrears outstanding for more than five years
are still not available with the Department, hence they could not furnish stages
under which recovery is pending.

3.3.24 Realisation of arrears

Under the provisions of Section 20 of the UPMVT Act, 1997 arrears of any
tax or additional tax or penalty shall be recoverable as arrears of land revenue.
The taxation officer shall raise a demand in the form as may be prescribed
from the owner or operator, as the case may be, for the arrears of tax and
additional tax and penalty of each year, which shall aso include the arrears of
tax, additional tax or penalty, if any of preceding years and RRCs will be
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initiated within 45 days from the date of expiry of the period of the notice of
30 days.

Section 22 authorises the taxation officer to seize and detain the vehicle and to
get the dues recovered by auction of the vehicleif the dues are not paid within
45 days from the date of seizure or detention of the vehicle.

3.3.24.1 Absence of monitoring and follow up mechanism for
realisation of arrears

Dueto the absence of follow up and monitoring, revenues amounting to
2.21 crorewerenot realised in 336 cases.

We examinedthe RCs registers and files of vehicles of sampled RTOs/ARTOs
and observed that in 13*RTOSARTOs there were arrears of tax/additional tax
amounting to  2.21 crore in 336 cases for which Recovery Certificates (RCs)
were issued during the period November 2012 to July 2015.We noticed that
these RCs were issued with the delay of one month to 14 year six months after
the date when revenues become due and recovery of these outstanding dues
could not be made. No evidence of regular follow up with the revenue
authorities for the recovery of these outstanding RCs was seen on files. The
taxation officers of the districts did not initiate any action for seizing the
vehicles of the ownerwho had defaulted on their dues under Section 22. We
noticed that no provision for atime frame regarding issue of RCs was made in
the rules and the Department also had no system to monitor the issue of the
RCs within a specified time frame. In the absence of follow up and monitoring
mechanism, revenue amounting to  2.21 crore was not realised(Appendix-
XVI).

During exit conference the Department accepted our observation and stated
the efforts of recovery of such arrears are being made.

3.3.24.2Return of Recovery Certificate without realisation of
revenue

Recovery Certificate amounting to 1.86crore in 179 cases were
returned without realisation of revenue.

We examined thetax registers, arrear registers, recovery certificate issue
registers and vehicles filesof sampled RTOSARTOs and observed that in
12RTOYARTO?s, there were arrears of tax/additional tax amounting to

1.86 crore in 179 out of 727 cases for which Recovery Certificates (RCs)
were issued during the period October 2007 to December 2015 to concern
District Magistrate (DM) for recovery of outstanding dues. Audit noticed that
after laps of one to nine years of issue of RCs, the dues could not be recovered
and the RCs were return by DM to Department with the comment of incorrect
address /death /no-property /father s name of defaulter not mentioned whereas
it was the responsibility of the RTOSARTOs to maintain full details. Further,
as per rule the Department should have examined the reason of its return and

2L RTO Agra, Allahabad, Bareilly, Ghaziabad, Lucknow and ARTO Ballia, Firozabad, GB
Nagar, Hathras, Mathura, Mau, Shahjahanpur, and Unnao.
2 Magjor defaulting RTOSARTOs: Firozabad, Ghaziabad, G.B. Nagar and Unnzo.
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make active efforts for reissuance. Audit noticed that in none of the case of
return of RCs the concerned RTOS/ARTOs examined the reason and made any
further correspondence with the respective District authority.

Department failed to re-issue R.C.s for recovery of the outstanding dues and
did not take any action against the defaulters. Thus, due to ineffective follow-
up as per act and rules the recovery of dues amounting to 1.86 crore could
not be recovered (Appendix-XVI1).

During exit conference the Department accepted our observation and stated
the efforts of recovery of such arrears are being made.

3.3.25 Delayed compliance of office order

Revenue amounting to 49.75lakh was short levied due to delayed
compliance of office order.

Under Rule 115 (7) of CMV Rules, the TC vide letter dated 23 September
1993, prescribed 20 as fee for pollution certificate of various Diesel/Petrol
vehicles. Of which 2 (10 per cent) was to be remitted to Government
Treasury by the Private Pollution Test Centers. Further these rates were as
well as format of PUC were revised vide order no. 109 pravi./
2013-01/sa.su./2012 dated 21 January 2013. The new rates were 30 for
two/three Petrol/CNG/LPG vehicles, 40 for four wheeler Petrol vehicles and
50 for Diesel vehicles. Similarly an amount equa tol0 per cent of the fee
was to be remitted to the Government Treasury vide order 4 December 2013.

We examined the records relating to the pollution certificates viz receipts and
issue registers, payment registers in TC Office and observed that the
Department continued to realise the fees at pre-revised rates and issued
certificates in old format upto 31 December 2013 for Petrol vehicles and upto
24 January 2014 for Diesel vehicles. A tota of 20,96,000 certificates for Petrol
vehicles and 9,59,500 certificates for Diesel vehicles (Tota 30,55,500
certificates) were issued to Private Pollution Test Centers and on these
certificates an amount of 61,11,000 (at the rate of 2 for each certificate)
was remitted to Government Treasury whereas 1,10,85,500 (at the rate of
minimum 3 for each Petrol vehicle and at the rate of 5 for each Diesel
vehicle) should have been remitted as per office order dated 21 January 2013.
Asaresult, there was ashort levy of  49.75 lakh.

During exit conference the Department accepted our observation and state that
matter is under investigation and recovery will be ensured if due. The
Department did not furnish any specific reason for delayed compliance of
order.
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3.3.26 Stamp Duty not levied on vehicles registered with
hypothecation agreements

The Department did not get hypothecated documents inspected from
Stamp and Registration Department for ascertaining actual amount
of stamp duty. Thus, the Government was deprived of revenue
of 162.70crore.

As per provisions of Section 73 and Schedule 1-B (6) of Indian Stamp Act
1899, the pawn, pledge or hypothecation of movable property, where such
pawn, pledge or hypothecation has been made by way of security for the
repayment of money advanced by way of loan or an existing or future debt;
0.5 per cent of the amountsecured subject to a maximum of 10 thousand
towards stamp duty, shall be levied, if such loan or debt is repayable on
demand or more than three months from the date of the instrument, evidencing
the agreement. Further, every instrument has to be properly stamped as per the
provisions of the Act. Also, every public officer shall at al reasonable time,
permit any officer whose duty is to see that proper duty is paid, or any other
person authorised in writing by the Collector to inspect for such purpose.
Further, the Chief Secretary vide letter dated 9 June 2010 addressed to all
Principal Secretaries, Commissioners, and District Magistrates emphasising
that every Public Servant shall submit photo copy of al unregistered
documents to Assistant Commissioner, Stamp for inspection of chargeability
of stamp in prescribed format with all details, before the 10" day of every
month.

We examinedthedata base and files of vehiclesofall sampled RTOS/ARTOs
and observed that 12,41,085 vehicles involving cost amounting to
43,564.38 crore were hypothecated to banks during the period April 2011 to
March 2016on which stamp duty was not levied. The Department neither got
the hypothecated documents inspected nor submitted themto Stamp and
Registration Department with a view to ascertain actual amount of stamp duty.
As the amount of loan secured was not available in the vehicles registration
files/data, audit adopted 80 per centminimum which is normally allowed by
the bank of the cost of the vehiclesamounting to  34,851.51 crore as the total
loan amount.As a result, the Governmentremained deprived of revenue of
162.70 crore(Appendix-XVII1).

During exit conference the Department accepted our observation and assured
these directionswould be issued to Regiona Officer for inspection of
hypothecated documents for levying stamp duty in future.Stamp and
Registration Department has also circulated instructions to their Field Offices
for levy of stamp duty on hypothecated vehicles.

3.3.27 Departmental manual not in existence

For the effective and efficient working of any Department, a manual
prescribing duties and responsibilities of staff, procedures to be followed and
details of different registers/returns to be maintained is essential.

We observed that no Departmental manual exists in the Department. The
Department constituted a committee in August 2008 for preparation of a
Departmental manual but even after a lapse of seven years from the date of
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constitution of the committee; not a single meeting was held till March 2016.
The absence of alaid down system of duties, responsibilities, procedures and
internal control would result in the Department not being aware of weaknesses
in areas of its functioning and inhibit its ability to take timely remedial action.

During exit conference the Department accepted our observation and stated
that the meeting of the committee for preparation of Department manual is
proposed to be held.

However the fact remains that even after a lapse of seven years, the
Department had not made any concerted efforts for the preparation of
Departmental manual.

Government may consider preparing and adopting a Departmental
manual at the earliest.

3.3.28 Internal Audit

Compliance by the Department against the casesraised by the lAW is
very low resulting in pendency of paras and amount year after year.

Internal Audit of an organisation is a vital component for effective internal
control in an organisation and is generally defined as the control of all
controls. It enables the organisation to assure itself that the prescribed systems
are functioning reasonably well.

Internal Audit Wing (IAW) is controlled by Finance Controller. One Assistant
Audit Officer and three Auditors have been posted against the sanctioned post
of One Assistant Audit Officer and six Auditorsin IAW.

The details of Internal Audit planning such as number of units planned for
audit, number of units audited and shortfall are shown in Table 3.5.

Table 3.5
Audit planning by internal audit wing
Y ear Total number of Number of units | Number of units | Short fall | Percentage
units available for planned for |A | audited during the of shortfall
1A year
2011-12 101 36 22 14 38.88
2012-13 101 40 19 21 52.50
2013-14 101 31 22 09 29.03
2014-15 101 31 27 04 12.90
2015-16 103 36 30 06 16.77

Source: Information provided by the Department.

This shows that the audit planning of the IAW is not realistic as shortfall inthe
number of units auditedranged between 12.90per cent and 52.50 per cent
during the year from 2011-12 to 2015-16.

The Internal Audit conducted by the IAW, number, amount of objection raised
and settled during the year is shown in Table 3.6.
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Table 3.6
Details of outstanding paras and amount

(_inlakh)

Year Opening balance Addition during the year Clearanceduring theyear | Closing balance
No.of | Amount | No. of cases Amount No. of cases Amount | No. of | Amount

cases | involved involved involved | cases | involved
2011-12 4582 | 2,283.00 204 81 0 0| 4,786| 2,364.00
2012-13 4,786 | 2,364.00 137 73 12 13| 4911 2,424.00
2013-14 4911| 2,424.00 198 54 19 21| 5,090| 2,457.00
2014-15 5,090 2,457.00 276 115 8 2| 5358| 2,570.00
2015-16 5358 | 2,570.00 157 58 10 26| 5505| 2,602.00

Source: Information provided by the Department.

It is evident from the above table that on one hand the compliance made by the
Department against the cases raised by the IAW is very low, whereas on the
other hand pendency of paras and amount are increasing year to year.

During exit conference the Department accepted our observation stated that
Department also realises the necessity of astrong IAW.

3.3.29I nspection by Departmental officers

Theinspection of field offices was not done as per nor msfixed.

Inspection is an important part of the internal control for ensuring proper and
effective functioning of a Department and for timely detection of loopholes
and to stop their recurrences.

The Transport Commissioner of Uttar Pradesh vide instructions dated
2 May 2014 fixed the periodicity of inspection to be conducted by the DTC,
RTO(A), RTO(E), ARTO(A) and ARTO(E) of their own and subordinate
offices. The periodicity ranged between one month and six months of their
own and subordinate offices. The details of inspection carried out are shown
inTable 3.7.

Table3.7
Details of inspection carried out of offices by higher authorities

S Name of officer Number of | nspection
No. Due Carried Shortfall | Percentage
out of shortfall
1. |Dy. Transport Commissioner 76 30 46 60.53
2. |Regional Transport Officer(Admn.) 228 52 176 77.19
3. |Regiona Transport Officer(Enforcement) 228 23 205 89.91
4. |Asstt. Regiona Transport Officer(Admn.) 228 67 161 70.61
5. |Asstt. Regiona Transport Officer(Enforcement) 228 43 185 81.14
Total 988 215 773 78.24

Sour ce: Information provided by the Department.

66




Chapter-111: Taxes on Vehicles, Goods and Passengers

Chart 34

Detail of inspections by authorities
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It may be seen from the above table that shortfall in inspections ranged from
60.53 to 89.91per cent at different levels during these years. The maximum
shortfall was recorded at the level of Asstt. Regional Transport Officer (E).
We found that no norms have been fixed for inspection by TC and Addl. TC at
any level. This could have an adverse impact on monitoring cases of
short levy of tax, additional tax and fees.

During exit conference the Department stated that the monthly meetings are
being held by the Transport Commissioner and Addl. Transport commissioner
has conducted inspection once in January 2016.Further,they did not give
anyreply on our observation regarding shortfall in inspection by DTC,
ARTO(A)/ARTO(E), RTO(A)/RTO(E).

3.3.30Follow-up of recommendation of Audit Report 2009-10

Neither PAC discussed the 11 paragraphs and nor any action was
initiated by the Department.

The StatePublic Account Committee discussed 17 out of 28 sub-paragraphs
pertaining to the Audit Report for the year 2009-10.

During exit conference the Department stated that the reply on pending paras
will be collected and submitted.

3.3.31 Human resour ce management

Acute shortage of ancillary staff against the sanctioned strength led to
excess wor kload and adver sely effected collection/recovery of revenue.

Human resource management is very important for efficient implementation
and monitoring of the Act/Rules and effective working of internal control of
the Department/Organi sation.
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Sanctioned strength and men-in-position of sampled districts as furnished by
the TC and RTOs/ARTOs offices are shown in Table 3.8.

Table-3.8
Human r esour ce management

Sl. | Name of unit Administrative wing Enforcement squad
No. ARTO(A)| RI |Others No. of Super- | Cons

Enfor cement visor table

squad/ ARTO(E)

1. |Sanctioned Strength 19 43 767 37 47 285
2. |Men-in-position 19 18 578 36 13 175
3. |Shortage 0 25 189 1 34 110
4. |Shortagein per cent 0| 58.13| 24.64 2.70 72.34| 38.59

Source: Information provided by the Department

The above table shows that there was acute shortage of ancillary staff in the
RTOs/ARTOs Offices. Further, we observed that:

» Regional Inspectors (RIs) assist the Assistant Regional Transport Officers
in all technical matters relating to road transport. They are responsible for
checking the fitness of vehicles and granting/renewal of certificate of
fitness. There were 18 RIs against the sanctioned strength of 43. Shortage
in this cadre led to excess workloads which couldadversely affect their
performances.

« Against 37 Enforcement squads that were sanctioned, 36 were functioning
similarly against 47 post of supervisor and 285 post of constable
sanctioned, 13 supervisor against 47 and 175 constables were posted.
These shortages of manpower could adversely affect the
recovery/collection of taxes and compounding fees as shown in Table 3.9.

Table-3.9
Details of recovery ranged against target fixed
Y ear Number of RTOSYARTOs Per centage of recovery ranged against target

fixed
2011-12 13 13.35t0 97.07
2012-13 15 39.11 t0 96.97
2013-14 16 29.24 10 98.37
2014-15 18 13.87 t0 98.82
2015-16 18 19.26 t0 94.31

Source: Information provided by the Department

During exit conference the Department accepted our observation and stated
that the filling of vacant post is under process.

Government may consider to strengthen their Internal Audit wing and to
achieve the targets fixed for inspection of field offices by the
Departmental authorities. Human resources management needs to be
strengthened by deployment of staff to these vacant positions.
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3.3.32Conclusions
We observed that:

Department/Enforcement wing could not detect the vehicles plying without
payment of tax and penalty, renewal of fitness, without permit, without
renewa of permit, overload vehicles, vehicles plying without PUC. The
Government remained deprived of revenue amounting to  596.77 crore.
Department failed to provide the information regarding vehicles plying with or
without PUC and to equip the Enforcement wing with the necessary apparatus
for checking of pollution of vehicles. Interna control mechanism of the
Department was deficient and internal control tools such as internal audit and
inspection were not working efficiently. There were shortage of ancillary
staff/Enforcement squads staff and absence of Departmental manual for
internal control and realisation of revenue.

3.3.33 Summary of recommendations
We recommend that Government may consider:

* periodic review of registered other than transport vehicles (private
vehicles) to identify vehicles whose validity of registration has
expired.

» taking immediate steps to verify the fitness for all vehicles which are
due, to avoid loss of revenue and in theinterest of public safety.

e instituting a mechanism for periodic review of DCB register to
monitor collection of revenue from defaulter vehicles/vehicles plying
under UPSRTC and ensure strict adherence to provisions of
Acts/Rules.

* in case of negligence and/or connivance the Department should
initiate disciplinary proceedings against the errant officer.

* deploying of adequate traffic personnel along with required
equipment to ensure theimplementation of pollution standards.

e preparing and adopting a Departmental manual at the earliest.

e strengthening their Internal Audit wing and to achieve the targets
fixed for inspection of field offices by the Departmental authorities.
Human resources management needs to be strengthened by
deployment of staff to these vacant positions.
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3.4Audit observations

Our scrutiny of records in the offices of the Transport Department showed that
in some cases of compounding fee, application fee, tax, additional tax, permit
fee, fitness fee, registration fee and penalty was not levied as mentioned in the
succeeding paragraphs in this chapter. These cases are illustrative and are
based on a test check carried out by us. We point out most of the observations
each year, but not only do the irregularities persist; these remain undetected
till we conduct an audit. There is need for the Government to improve the
internal control system so that recurrence of such lapses in future can be
avoided.

3.5Irregularitiesin permit

3.5.1Authorisation of National Per mit not renewed

Composite and authorisation fees amounting to 8.23 lakh was not
realised from 47 goods vehiclesfound plying on roads without renewal
of authorisation of national permit.

Section 81 of MV Act provides that a permit is valid for five years. However,
as per Rule 87 (3) of CMV Rules, authorisation for the National Permit is for
one year. As per order of Transport Commissioner (February 2000) the
authorities concerned shall issue notice to the permit holder within 15 days of
expiry of authorisation calling his explanation as to why the permit should not
be cancelled in case of his not renewing authorisation and cancel the permit in
case no explanation being received within the prescribed time. Composite fee
of 16,500 per annum for authorisation along with application fee amounting
to 1,000 was to be deposited in the Government account for authorisation of
national permit.

We examined thevehicle files, permit register, receipt books and cash-bookof
three RTOs (Basti, Lucknow and Varanasi) out of 13 RTOs between May
2015 and August 2015 and found that during the period from July 2014 to
December 2015, 47 out of 206 goods vehicles covered under national permit
were plying on roads without renewal of authorisation of national permit even
after expiry of validity period.As a result, composite renewal fee and
application fee amountingto  8.23 lakh were not realised.

All thisinformation such as date of expiry of authorisation, tax paid and other
details of vehicles with National Permit was available in VAHAN Software
which is designed for keeping vehicles details such as registration certificates,
permit and taxes etc.These datawere required to analyse at State level by an
officer who shall not below the rank of Deputy Transport Commissioner and
at RTO level,by an ex-officio Secretary of the Regional Transport Authority as
per rule 55(7), 56(7) of UPMV Rules 1998. However the enforcement wing of
the Department neither traced these vehicles as provided under section 192 of
MV Act nor did the Department issue notices to these permit holders for
cancellation of permits. The physical check of records and scrutiny of digital
data was absent. Thus there was absence of mechanism for monitoring of the
subsequent authorization during currency of national permits in those
RTOSARTOs.
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We reported the matter to the Department and the Government (May 2015 to
August 2015). During exit conference the Department accepted our
observation and stated that notices have been issued to concerned vehicle
ownersand in 18 cases amount of  3.05 lakh has been recovered.

3.5.2 Permit fee from school buses not realised

In sub regions of three RTOSARTO 177 school vehicles were plying
without permit. As a result, permit fees and application fees of 7.60
lakh was not realised.

Under the provisions of the UPMVT Act, as amended in 2000 in respect of
Notification number 27/2000 of Government of India, no Educational Institute
shall use vehicles for transportation of students without proper permit. Further,
Rule 125 of the UPMVT Rules, 1998 (as amended on 31 December, 2010)
prescribes 3,750 for issue of new permit, its renewal and
countersignatureand 1,000 for application fees.

We examined (between May 2015 and January 2016) the vehicles files, permit
register and vehicles database of two RTOs (Basti and Lucknow) and ARTO
Jaunpurand found that during the period June 2014 to December 2015, 177 out
of 281 vehiclesof educational institutions were plying in sub regions without
permitand compromising on the safety and security of thelr wards.As a result,
permit fees and application feesof  7.60 lakh were not realised.

We reported the matter to the Department and the Government (July 2015 to
February 2016). During exit conference the Department accepted our
observation and stated that notices have been issued to concerned vehicle
owners and in 142 cases amount of  5.63 lakh has been recovered.

3.6 Additional tax onJnNURM buses not levied

Additional tax of 9.92crore was not levied on 84InNURM buses
under City Transport Services Limited which were found plying
outside the municipal corporation area.

No transport vehicle of State Transport Undertaking shall be used in any
public place in Uttar Pradesh unless additional tax prescribed under sub-
section (1) of Section 6 of UPMVT Act 1997 (as amended on 28 October
2009) has been paid. Motor vehicles of State transport undertaking operating
within the limits of Municipal Corporation or Municipality shall be exempted
from the payment of additional tax.

We examined (October 2015) theroute and tax files returns and challan
submitted by the Uttar Pradesh State Road Transport Corporation (UPSRTC)
to transport offices of RTOs Meerut out of seven” RTOs and found that 84
JNNURM buses out of 120 JNNURM buses under City Transport Services
Limited were found plying outside the municipal corporation area from
February 2009 to September 2015 and were liable for payment of additional
tax of 9.92 crore.The transport officers did not initiate any action i.e. issue
notice to deposit the additiona tax, detain the vehicle in police custody by

% Agra, Allahabad, Kanpur Nagar, Lucknow, Mathura, Meerut and Varanasi.
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enforcement wing of the Department or issued RCs for not depositing
additional tax on these vehicles. As aresult, additional tax of 9.92 crore was
not levied.

We reported the matter to the Government and the Department
(February 2016). During exit conference the Department stated that the
vehicles were plying within the municipal corporation area. The reply of the
Department is not tenable on the ground that the vehicles were plying outside
of the municipal corporation area as per list provided by municipal corporation
Meerut.

3.7 Fitness certificate of vehicles

3.7.1 Fitness certificate of transport vehicles not renewed

There is no system in the Department to check whether there is a
valid fitness certificate while accepting payment of tax due. 6,304
vehicles plied without valid fitness certificates and were liable for levy
of fitnessfeeof 35.50 lakh and imposition of penalty of 2.52 crore.

Under Section 56 read with 84 and 86 ofMV Act, and Rule 62 of CMV Rules,
1989 made thereunder, a transport vehicle shall not be deemed to be validly
registered unless it carries a certificate of fitness. A fitness certificate granted
in respect of a newly registered transport vehicle is valid for two years and is
required to be renewed every year and in case of failure his permit islikely to
be cancelled or suspended for a certain period.Payment of the prescribed test
feeof 100, 200, 300and 400 for three wheelers, light, medium and heavy
vehicle respectively is required to be made.ln addition to this, renewal fee of

100for issuing certificate of fitness is also leviable for al category of
vehicles. In case of default, an additional amount equal to the prescribed feeis
also leviable. Plying a vehicle without certificate of fithess is compoundable
under Section 192 of the MV Act, 1988 at therate of 4,000 vide notification
no. 1452/30-4-10-172/89 dated 25 August 2010

We examined (between April 2015 and January 2016) thetax register, vehicles
files, vehicles database, receipt books and cash-book of 17out of 45
RTOs/ARTOsand found that6,304out of 12,510 vehicles plied between March
2008 and December 2015 without valid fitness certificate although the tax due
was realised. In VAHAN software information regarding expiry of fitness was
available but Department failed to identify such cases. Specific feature in
software to prevent vehicle owners to pay tax where fithess had expired was
not available. The Department neither initiated action for cancelling the permit
of these vehicles whose fitness certificate had become overdue nor levied any
fine on defaulting vehicle owners as per provisions of the MVAct besides
endangering the lives of the passengers. It was the responsibility of ARTO
(Administration) to identify and stop these vehicles with the help of
enforcement wing but they failed to identify such vehicles during their
checking. Plying of such vehicles compromised with public safety. These
vehicles were liable for levy of fitness fee of 35.50 lakh and imposition of
penalty of 2.52crore(Appendix-XI1X).
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We reported the matter to the Department and Government (May 2015 to
February 2016). During exit conference the Department accepted our
observation and stated that notices have been issued to concerned vehicle
owners and in 2,486 cases amount of  14.01 lakh has been recovered.

3.7.2 Private vehicle plying without certificate of fitness

Without valid fitness certificate 1,805 private vehicles plied between
June 2014 and December 2015 were liable for levy of fitness fee of
9.03 lakh and imposition of penalty of 72.20 lakh.

As per TransportCommissioner s office order dated 12 December 2005 omni
buses are classified as transport vehicles. All vehicles having more than six
seats excluding driver will be known as transport vehicleunless concerned
vehicles registered as private vehicles. Now fitness is compulsory for each
vehicle having more than six seats but upto nine seats excluding driver. These
vehicles are classified as light vehicles.Under Section 56 read with 84 and 86
ofMV Act, and Rule 62 of CMV Rules, 1989 made thereunder, a transport
vehicle shall not be deemed to be validly registered unless it carries a
certificate of fithess. A fitness certificate granted in respect of a newly
registered transport vehicle is valid for two years and is required to be renewed
every year and in case of falure his permit is likely to be cancelled or
suspended for a certain period.Payment of the prescribed test fee of 200is
required to be madeln addition to this, renewa fee of 100for issuing
certificate of fitnessis also leviable for al category of vehicles. In case of
default, an additional amount equal to the prescribed fee is aso leviable.
Plying a vehicle without certificate of fitness is compoundable under Section
192 of the MV Act, 1988 at the rate of 4,000 vide notification no. 1452/30-
4-10-172/89 dated 25 August 2010

We examined (between May 2015 and January 2016) thetax register, vehicles
files, vehicles database, receipt books and cash-book of six*’out of 44
RTOs/ARTOsand found that1,8050ut of 3,144 vehicles plied between June
2014 and December 2015 without valid fitness certificate although the tax due
was realised. The Department neither initiated action for issuing notices to
these vehicle owners whose fitness certificate had become overdue nor levied
any fine on defaulting vehicle owners as per provisions of the MV Act besides
endangering the lives of the passengers.Commissioner, Transport Department
also accepted that plying of such vehicles compromised with public safety.
These vehicles were liable for levy of fitness fee of 9.03 lakh and imposition
of penalty of 72.20 lakh.

We reported the matter to the Department and the Government (between July
2015 and February 2016). During exit conference the Department accepted our
observation and stated that notices have been issued to concerned vehicle
owners and in 320 cases amount of  1.60 lakh has been recovered.

2 Ambedkar Nagar, Jaunpur, Kannauij, Pratapgarh, Basti and L ucknow.
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3.8Registration of other than transport vehicles not renewed

Registration of 1,272other than transport vehicles whose registration
had expiredwere not renewed. As a result, green tax, re-registration
fee, penalty, fitness fee and certificate fee amounting to  10.64 lakh
was not realised.

Under Section 39 of the MV Act, every vehicle is required to be registered.
Section 41 (7) of the Act ibid provides that registration of other than transport
vehicle is valid for the period of 15 years and registration can be renewed for
subsequent period of five years. Fitness is also required to be checked and
issue certificate for the same at the time of re-registration of vehicle for which

200 as fitness fee 100 for issue of certificate is leviable. Re-registration fee
for other than transport light motor vehicleis 200 and in case of delay 100
is aso leviable as penalty under Section 177 of the Act.As per Section 192 of
the MV Act, if vehicleis used in contravention of the provisions of the Section
39 shall be punishable for the first offence with a fine which may extent to five
thousand rupees but shall not be less than two thousand rupees. As per
Notification No. 1587/30-4-2014-8(79)/2013, Lucknow dated 27 January
2015, at the time of re-registration of a motor vehicle, other than a transport
vehicle, Green Tax has been fixed at the rate of 10 percent of onetime tax paid
at the time of registration.

We examined (May 2014 to March 2015) thevehicles files, vehicles database,
receipt books and cash-bookof four®out of 44 RTOs' ARTOs and found that
out of 1,799 other than transport light motor vehicles 1,272 vehicles were
registered duringJuly 1998 to December2000 for the period of 15 years. The
registration of the said vehicles lapsed during July 2013 to December 2015,
but none of these vehicles were reregistered. As a result, green tax, re-
registration fee, penaty, fitness fee and certificate fee amounting to
10.64lakh was not realised.

We reported the matter to the Government and the Department (June 2014 to
May 2015). During exit conference the Department accepted our observation
and stated that notices have been issued to concerned vehicle owners and in
155 cases amount of  1.03 lakh has been recovered.

3.9 Penalty under Carriage by Road Act not levied

The Department did not impose penalty amounting to 1.42crore
under Carriage by Road Act on 591 vehicles which were seized for
overloading.

Section 5 (3) of Carriage by Road Act, 2007 stipulates that if the registering
authority or any other authority so authorised under the MV Act, has received
proof of such violation of provision of sub-section (8) of Section 4, it shall be
competent to impose the penalty prescribed under section 194 of the MV Act,
on the common carrier, notwithstanding the fact that such penalty has already
been imposed on and realised from the driver or the owner of the goods
vehicle or the consignor, as the case may be.

% Deoria, Jaunpur, Basti and Lucknow.
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Section 18 (1) of Carriage by Road Act, 2007 regarding failure to register of
common carrier provides that if any one contravenes the provisions of section
3, section 13 or notification issued under section 14 shall be punishable for the
first offence with fine which may extent to four thousand rupees, and for the
second or subsequent offence with fine which may extend to seven thousand
five hundred rupees.

We examined (April 2015 to February 2016) the prosecution books, crime and
seizure register and concern files in the offices of 23 out of 45 RTOs/ ARTOs
and found that 591 out of 5,711 cases of different categories of vehicles were
seized for overloading during the period from October 2013 to December
2015. The Department levied penalty of  1.19 crore under Section 194 of the
MV Act, and released the vehicles. In all the 591 case the Department did not
initiate any action under Section 5(3) of the Carriage by Road Act 2007 to
levy penalty of 1.19 crore. Further penalty amounting to 23.64 lakh under
Section 18 (1) of the Act for not registeringthe vehicles as common carrier,
was a so leviable in these cases. As aresult, penalty amountingto  1.42 crore
was not levied (Appendix-XX).

We reported the matter to the Department and the Government (May 2015 to
February 2016). During exit conference the Department stated that
compounding fees has been recovered by the enforcement officer under MV
Act. Department did not reply for not taking action under CBR Act.

3.10 Tax/ additional tax from surrendered vehiclesnot realised

The taxation officers did not realise the tax/ additional tax amounting
to 38.95lakhfrom 214 out of 763 vehicles which were surrendered
for the periodbeyond three calendar months.

Rule 22 of the UPMVT Rules, 1998 (modified in October 2009) provides that
when the owner of a transport vehicle withdraws his motor vehicle from use
for one month or more, the certificate of registration, tax certificate, additional
tax certificate, fitness certificate and permit, if any, must be surrendered to the
Taxation Officer. The Taxation Officer shall not accept the intimation of not
using of any vehicle for more than three calendar months, within a calendar
year, however, the period beyond three calendar months may be accepted by
the Regional Transport Officer of the region concerned, if the owner makes an
application with requisite fee to the Taxation Officer. If any such vehicle
remains surrendered for more than three calendar months during a year
without extension of acceptance of surrender by RTO, it shall be deemed to be
revoked and the owner shall be liable to pay tax and additional tax, as the case
may be. Further, subject to the provision of sub- rule (4), the owner of a
surrendered vehicle in respect of which intimation of not using has aready
been accepted, shall be liable to pay tax and additiona tax for the period
beyond three calendar months during any calendar year, whether the
possession of the surrendered documents have been taken from the taxation
officer or not.

We examined (between May 2015 andJanuary 2016) thesurrender register,
vehicles files, passenger tax register and goods tax registerof 10 out of 44
RTOs/ ARTOs and found that 214out of 763 vehicles were surrendered for
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periods beyond three calendar months in a year during the period from June
2014 to June 2015. Thoughextension of acceptance of surrender beyond three
months was not granted by concerned RTO, the taxation officers did not
initiate any action to realise the tax/ additional tax due thereon
of 38.95lakh(Appendix- XXI).

We reported the matter to the Government and the Department (June 2015 to
February 2016). During exit conference the Department accepted our
observation and stated that notices have been issued to concerned vehicle
owners and in 20 cases amount of  4.09 lakh has been recovered.
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