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ACT:

Uttar Pradesh Sales Tax Act, 1948- - Sec. 8(9),
8(1A) - -Demand notice for tax assessed--Subsequent reduction
in tax liability in appeal and revision.If fresh demand
noti ce necessary--Liability to pay interest on tax due.

HEADNOTE:

The respondent firm was assessed to sales tax under the
Utar Pradesh Sales Tax Act 1948 for the assessnment year
1958- 59. On an appeal filed by the respondent the quantum
of tax was reduced. On arevision filed by the respondent
made various paynments towards the anount of tax found due
from tine to tine. ’'the Revenue initiated proceedings for
recovering the bal ance of (the tax and realising interest at
the rate of 18 per cent. The Revenue did not issue any
fresh notice of demand after the tax was reduced but ' origi-
nally demand notice for the entire sumfor which the re-
spondent was assessed was issued.

In a Wit Petition filed by the assessee the Hi gh~ Court
guashed the recovery proceedi ngs on the ground that a fresh
noti ce of denand should have been issued to the  respondent
in respect of the ambunt as reduced- in appeal and the revi-
si on.

Al'l owi ng the appeal by special |eave,

HELD: (1) Section 8 of the Act was anmended by |adding
sub-section (9) thereto by U P. Sales Tax Anendnent Act (3
of 1971). The said sub-section provides that /notwithstand-
ing any judgnent, decree etc. where any notice of assessnent
and denmand in respect of any tax or other dues is served
upon a dealer by an Assessing Authority and where as a
result of appeal or revision filed by the assessee the
amount of tax is reduced it shall not be necessary for - the
Assessing Authority to serve upon the dealer a fresh notice.
The Hi gh Court judgment was, therefore, erroneous. [135F, H
136 A-E]

Firm Parshuram Raneshwar Lal v. State of U P. 33, STC 540
appr oved.

(2) Section 8(1A) of the Act provides for paynent of
interest at the rate of 18 per cent on the tax ampunt re-
mai ning due from the expiry of the tine specified in the
notice of demand, till the. date of paynent. The «court in
Haji Lal Mphammad vs. State of U. P. has held that the [Ii-
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ability to pay the interest under section 8(1A) is automatic
and arises by operation of law and that it is not necessary
to nmention the anobunt of interest in the recovery certifi-
cate.

[134 E-H, 135 A-E]
Haji Lal Mhd. Biri Wrks v. State of U P., 32 STC 496
fol | owed.

JUDGVENT:
ClVIL APPELLATE JURI SDICTION: G vil Appeal No. 2061/1971

(From the Judgnment and Order dated the 13th May, 1970 of
the Allahabad Hi gh Court in Cvil Msc. Wit No. 1249 of
1970).

S.C. Manchanda and O P. Rana, for the Appellant.
J. Ramamurthi, (am cus curiae) for Respondents.
The Judgrment of the Court was delivered by

134

KHANNA, J. This appeal on certificate is against the
judgrment of Allahabad H gh Court whereby the H gh Court
accepted petition under article 226 of the Constitution of
India filed by the respondent and quashed the recovery
proceedi ngs initiated by the appellant.

The respondent-firmwas assessed to sales tax under the
U P. Sales /Tax Act, 1948 (hereinafter referred to as the
Act) for the assessnment year 1958-59. The respondent went
up in appeal and the tax demand was reduced in appeal
On revision filed by the respondent the total demand of
sal es tax was further reduced. The respondent made various
paynments towards the anmount of tax found due fromhim The
sal es tax authorities initiated proceedings for’ recovering
the balance of the tax and realising interest at the rate of
18 per cent from February 1, 1964 on part of the tax demand.
These recovery proceedings were chall enged by the respondent
by means of wit petition on the ground that a fresh notice
of demand shoul d have been issued to himin respect of the
amount as reduced i n appeal and revision. Unl ess that
was done, the respondent could not be treated'as a default-
er. The liability for paynment of interest of the respond-
ent was al so questi oned. The Hi gh Court -accepted the first
contention and quashed the recovery proceedi ngs.

We have heard M. Manchanda on behal f of the appel-
lant. No one appeared on behalf of the respondent. M.
Ramarmurt hi, however, argued the case anicus curi ae. After
giving the matter our consideration, we are of the opinion
that the judgnment under’ appeal cannot be sustai ned.

Two questions arise for determination in this appeal
The first question is whether the respondent is liable to
pay interest on the amount due from himas sales tax. The
answer to this question, in our opinion, should be in the
affirmative in view of the provisions of sub-section (1A) of
section 8 of the Act. The aforesaid sub-section as also
sub-section (1) and (8) of that section read as under

"8. Paynent and recovery of tax.--(1) The tax
assessed under this Act shall be paid in such
manner and in such instalnents, if any, and
within such tinme, not being less than fifteen
days fromthe date of service of the notice of
assessnment and demand as may be specified in
the notice. In default of such paynment, the
,, Wwhol e of the anpunt then renai ni ng due shal
becone recoverable in accordance wth sub-
section (8).

(1-A If the tax payable under sub-
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section (1) renmains unpaid for six nonths
after the expiry of the time specified in the

notice of assessnent and demand or, t he
comrencenent of the Uttar Pradesh Bikri-Kar
(Dwitiya Sanshodhan) Adhi ni yam 1963,

whi chever is later, then, without prejudice to
any other liability or penalty which the de-
faulter may, 1in consequence of such non-
paynment, incur under this Act, sinple interest
at the rate of eighteen per cent for annum
shall run on the anmount then remain-

135

ing due fromthe date of expiry of the tine
specified in the said notice, or from the
comencenment of the said Adhiniyam as the
case may. be, and shall be added to the anount
of © tax and be deened for all purposes to be
part of the t ax:

Provided that where as a result of
appeal , revision or reference, or of any other
order of a conpetent court or authority, the
amount of tax is varied, the interest shall be
recalcul ated accordi ngly.

Provided further that the interest on
the excess amount ~of tax payable wunder an
order of enhancenent shall run fromthe date
of such order if such-excess remains unpaid
for six nonths after the order ......

(8) Any tax or other dues payable to the
State Government under tiffs Act, or any
anmount of noney which a person is required to
pay to the assessing authority under sub-
section (3) or for which he ' is personally
liable to the assessing authority under sub-
section (6) shall be recoverable as arrears of
| and revenue.”

This Court considered the above provisions /in the case of
Haji Lal Mhd. Biri Woxks v. State of U P.(1) and held that
the liability to pay interest under section 8(1-A) is  auto-
matic and arises by operation of law~ It was further ob-
served in that case that .it is not necessary for the sales
tax officer to specify the amount of interest in the recov-
ery certificate. We nay add that there is no dispute in
the present case that the notice of assessment -and denmand
was served upon the assessee-respondent. The respondent
cannot, therefore, escape liability for paynent of interest:

The second question which arises for consideration /is
whether it was necessary for the sales tax authorities to
issue a fresh notice of demand to the respondent after the
tax assessed by the sales tax officer was reduced on appea
and further reduced on revision. So far as this questioniis

concer ned, we find that sub-section (9) has been added in
section'"8 of the Act by the U P. Sales Tax (Amendnent) Act
(3 of 1971). The af oresai d sub-section reads as under

"(9) Notwithstandi ng anything contained in
sub-section (1) and (1-A) and notw thstanding
any judgnent, decree or order of any court,
tribunal or other authority, where any notice
of assessnent and demand in respect of any tax
or other dues under this Act is served upon a
dealer by an assessing authority and an
appeal , revision or other proceeding is filed
in respect of such tax or dues, then-
(a) where as a result of such appeal

revi sion or proceedi ng the anbunt of such tax
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or other dues is enhanced, the assessing
authority shall serve upon the dealer a fresh
notice only in respect of the anpbunt by which
such tax or other dues are enhanced and any
proceeding in relation
(1) 32 S.T.C. 496.
136
to the anpbunt specified in the notice already
served upon him before the disposal of such
appeal, revision or other proceeding may be
continued from the stage at which it stood
i medi ately before such di sposal
(b) where as a result of such appeal
revi sion or other proceeding the anount of
such tax or other dues is reduced,--
(i) it shall not be necessary for the
assessing authority to serve upon the dealer a
fresh notice
(ii) if any recovery proceedi ngs are
pendi ng, the assessing authority shall-give
intimation of the fact of such reduction to
the Collector who shall thereupon take steps
for the recovery of only the reduced anount.;
and
(iii) any proceedings initiated on the
basis of the notice or notices served upon
the deal er before the di sposal of such appeal
revision or_other proceeding, including any
recovery proceedings nmay be continued in
relation to the amount so reduced from the
stage at which it stood inmediately before
such di sposal
(c) no fresh notice shall be necessary
in any case where the amount of the tax or
other dues is not varied as a result of such
appeal , revision or other proceeding."
It is apparent fromcl ause (b) of sub-section (9) that where
as a result of appeal, revision or other  proceedings the
amount of the tax or other dues is reduced, it shall not be
necessary for the assessing authority to serve wupon. the
dealer a fresh notice. The Al | ahabad High Court has also
taken the same view in the case of Firm Parshuram Rameshwar
Lal v. State of U P.(3)

In view of the above, we accept the appeal, set aside
the judgnent of the High Court and disnmiss the wit petition
filed by the respondent. The parties in the circunstances
shal | bear their own costs throughout.

P.H P. Appeal al -
| owed.

(1) 33 S.T.C. 540
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