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PREFATORY REMARKS 

HITHERTO audit of State receipts was confined to Sales Tax audit which wa.8 
being conducted from July 1968 and the results thereof were included. in 
a separate chapter in the Audit Report of earlier years. 

With eft'ect from 1972-73 the audit of other items of State receipts 
(except Agricultural Income 'l'ax which wns taken up in 1973-74) has also 
been taken up and the resu!ts of audit are being presented in a separate 
volume. 'l'he material in this Report has been arranged in the following 
order:-

(i) Chapter I sets out the revenue position and the main heads of 
revenues, classifying them broadly under tax revenues and non
ta:x revenues. The variations between Budget estimates and 
ihe actuals in respect of major heads crl revenue, and the poaition 
regarding arrears of revenue are disrussed in this Chapter. 

(ii) Chapter II mentions points of interest which came to notice in 
the audit of Sales Tax, whirh is the largest single source of 
tax revenue of the State. 

(iii) Chapter III mentions points of interest whi~h came to notice in 
the audit of T1and Revenue. 

(iv) Chapter IV mentiong points of interest which came to notice in 
the audit of taxes on vehicles. 

('Y) Chapter V deals with other revenue receipts. 

2. The pointe brought out in this Report are thol!le which have com& 
to notice during the couri>e of test audit. They are not intended to convey 
or to be understood as conveying any general reflection on the financial 
administration by the departments concerned. 





CHAPTER t 

C•neral 

1. Trend Of Revenue: The total pr'llceeds from taxes for '.the year 
1972-73, including the State's share of Central taxes, amounted to Rs.261.44 
.croree. In addition, Rs.35.03 croree from non-tax revenues and a sum of 
Rs.54.75 crores by way of grants-in-aid from the Central Government were 
received during the year- The tax and non-tax revenues during the four 
years from 1969-70 to 1972-73 were as under-

(In orores of rupees.) 

1969-70 1970-71 1971-7~ 1972-73. 

A. Shares of Central taxes assigneft 
to the State-

I. IV Taxes on Income other 27 • 37 
than Agricultural Income. 

2. V Estate Duty 0·52 

3. LV Union Excise Dutiee 22·67 

Total-I to 3 50·66 

33·88 

0·64 

28·16 

62"·68 

43·56 

0·57 

34·23 

78·36 

46·15 

0•82 

40·63 

87·60 

B. Taxes by the State of West 
Bengal-

4. IV Agricultural Income-tax 1·58 

10·11 

1·08 

5·90 

0·92 

5•19 5. IX Land Revenue 

6. X State Exoise Duties 18·08 17·08 18·44 18·00 

7. XI Taxes on Vehicles 6·25 6•58 6·98 8·71 

8. XI1Sa.lesTax 63·31 67·93 74·18 91·24: 

9. XIII Otherta.xesanddutiea 21•18 22·83 30·81 37·41 

10. XIV Sta.mp '7·75 7·73 8·05 9·48 

-U. XV Registration 1·58 1·70 1•4:7 1·86 

Total-4 to 11 12'7·82 130·83 14:6·04 173•84: 

C. Grants-in-aitt trom the Central 44·16 45·80 169·81 54·75 
Government 

D, Departmental and other no:n- 39·14 28•71 31·22 35·03 
~a;s: Rea~ipts. 

Tot•l-A to D .. 261 ·6' 268•02 ---
I 
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The gros11 receipts during the year 1972-73 showed a decrease of 
Rs.74.21 crores, as compared with those of the preceding year 1971-72, 
mainly due to a reduction in the grants-in-aid received (Rs.115.06 crores) 
partly pff-set by lllC'reased receipti. of the share of Central taxes (Rs.9.24 
.crores), of taxes roHeC'ted by the State (Rs.27.80 crores) and. of depart
mental and other reC'eiptl' (Rs.3.81 crores). During 19'7'1-72, a much larger 
quantum of grant11-in-aid had been received from the Central Governmt>Dtl 
to fin:mre the expenditure on the relief of refugees from Bangladesh priOT 
to it11 liberation. The :-1i~nificant increaAes under the State taxes were under 
Sales Tax (Rs.17.0G croreR) and "Other Taxes and Duties" (Rs.6.60 crores). 
~I111e increased coJlectiou under Sale11 Tax was reported to be due to various 
lei;.al a.ud administrative measures taken during the year to check evasion 
of tax, ensure better collection of due11 and increased aisposal of assessment 
cases. However the rates of tax were also ineree.11ed from August 1972 in 
re11pert of certain commodities with the expectation that the new levie8 
would bring in an additional revenue of Rs.2.45 crores during that year. 
Further, the Sale11 Tax being based on the value of the goods sold, a sizable 
portion of the increa!le would automatically arise from the general increase 
in prices. The inC'n>a11ed collection11 under "Other Taxes and Duties" were 
maillly from-

(1) Entry Ta:a: 

(2) Electricity Duty 

(3) Entertainment Tax (including Betting Tax) 

(Rupeee in crores.) 

3•36 

2·98 

1·16 

7·50 

Leaa-Short fall in other misoo]]aneous taxes 0 · 90 

Total 6·60 

Among the taxation measures adopted in 1972-73 were an enhancement 
in the rates of tax on cinema tickets and new levies on hotels and restaurants. 
'rhe re<'eipts from "Taxes on Vehicles" and "Stamps" were higher during 
the year by Rs.1. 73 croree and Rs.1.4:-J crores, respectively; the rates of 
taxes in both the cases were inrreased during the year Irom 1st April 1972 
and ht November 1972, respectively, anticipating· an extra revenue of 
Rs.100 lakhs and Rs.85 lakhs, respectively, during that year. 

The receipts from Land Revenue, State Excise Duties, Agricultural 
Income Tax and Registration Fee have shown only marginal in<'reases ovPr 
the preceding year. The absence of any appreciable increase in the case 
of land revenue is particularly significant since the land ~ent11, in the case 
of all holdings over 1.214 hectares had been increased to a level of thrice 
the rates of the preceding year in the case of irrigated lands, and twice in 
the CNf of othtr l•\ld• iD add!T.ioll to a surcharge l~vi.d .t W per cent 

• \ I ., 

from lat April 1'~72. 
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2. Resouroe nrottilisatiOft 1 The receipts coll~t~ ·b:t th& Stat& (by 
taxation, and by depart.:mental and other receipls) compared to thei receipt! 
from the Central Government (as shnre~ of Central ta:k:e8 and grant!J-in.aid) 
during tba four years· ending 1972-73, are indicated below-

(In orores of rupees.) 

1969-70 1970-"ll 19'11-72 l97~·'a 

(1) Tote.I revenue receipts of the 261 ·68 268·02 425·43 351·2! 
State. 

(%).Receipts collected by the State 166·96 159·54 177·26 208·87 

(3) R~ceipts from Centre.I. cJovern- 94·72 108·48 248·17 142•35, 
ment. 

., 

E4:) Percentage of (2) ii(> (1) ..... .. :63·8 69·5 41•7 59•5 

The net oortowing• of th~ State GoTel'nment. dutinlJ these years from 
public compared to loons from Central OoVMnment "Were as under-

(In crorea of rupees.) 

UJ69-70 1970-71 1971-72 1972-73 

(I) Net Borrowings by State

(a) Permanent Debt' 

(b) Floating Debt •. 

5·38 

.. 
(c) Others 0·95 

Total~[(a.) to (o).] 6·33 

(2) Nat lolmlf &-om Centr-.1 Govern- 16·8). 
ment. 

(3) Tot&l-(l and 2) . • 22· 14 

(6.) Peroentage of (1) to (3~ 29·0 

7·49 

0·67 

8•16 

67•17 

12·0 

1·90 

ll · 20 t- )11·15 

3·62 2·86 

23·23 (-)0·33 

25·93 109•33 

49· 16 109·00 

47·2 

Thus, during the tleriod of four years from 1969-70 to 1972-73 covered 
by the Fourth Five-Year Plan, oot of a total of Rs.1,554 crores received 
by the State Government fro01 aU:.11ourt.·es (less repa.yment.s of loans), Rs.804 
croreM (51. 7 per cent) were provided by· the Central Go.vernment by way of 
l!ihare tJf taxes, grants and loans and the balance ot Ri.150 crores (48.3 per 
cent) was mobilised by the State. 



3. Varaation between the Budget estimat• and the aotuala: (i) The 
actual r.weipts, <',ompared to the Budget estimates, during the four years 
froµi 1969-70 to 1972-73, were as under:-

Year 

A~ Ta.xes collected by the State 1969-70 
1970-71 
1971-72 
1972-73 

(In crores of rupees.) 

Budget 

112·81 
131·89 
141·68 
133·08 

Variation 
Actuals exceSB( +) 

short.fall 

127·82 
130·83 
146·04 
173·84 

(-) 

( + )15·01 
(-)1·06 

(+ )4·36 
(+ )18·76 

B. Departmental and other receipts 1969-70 44·91 39·14 (-)5·77 
(-)15·96 
(-)21·88 
(-)9•47 

1970-71 44·67 28·71 
1971-72 53·10 31·22 
1972-73 44·50 35·03 

{ii) The details of the va.riat1ons under the principal heads of revenue 
during 19-72-73 are given below:- • 

(In crores of rupees.) 

Budget Actuals Increase or Percentage 
Estimate short-fall of variation 

(I) Agricultural Income-tax 0·98 1·01 0·03 3·0 
(2) Land Revenue 6·29 5·23 (-)1·06 (-)17·0 
(3) State Excise Dutif's 18·03 18·00 0•87 4·8 
(4') Taxes on vehicles .. 6·97 8·71 1·74 25·0 
(i) Sales Tax 78·80 91·24 12·44 16·0 
(6) Other taxes a.nd duties 33·98 37·41 3·43 10·1 
(7) Stamps 8·44 9·48 1·04 12·0 
(8) Registration 1·59 1·86 0·27 16·0 

The reasons for the variations over 10 per cent are as under-

Taxes on vehicles . . Increase in receipts under the India.n Motor 

Sales Tax 

Other T&lKlS a.nd Duties 

Stamp• •. 

'· Vehicles Aot and the State Motor Vehiclea 
Taxation Aft,. 

Mainly due to increased receipts under 
State Sales Tax Acts. 

Increases under Entertainment Tax, taxes 
and duties on Electricity and increased 
receipts Wider Entry Tax. 

Increased sale of stamps. 

The reasons for the variations in the case of J,a.nd Revenue a.u.d 
Registration are not available. 



4. COst of collect ion : The expenditure incurred by 'the State Govern· 
ment during 1972-73 on the collection of various taxes and the percentage 
of the cost of collection to the tax collected during the last three years, 
are given below:-

(In lakhs of rupees.) Percentage of oost of collection 
to gross collections 

Gros$ Expendi-
collec- ture on 1972-73 1971-72 1970-71 
tions collection 

(I) Agricultural Income 101·00 ll·52 11 ·4 12·0 9·5 
Tax. 

(2) Land Revenue 523·24: 758·50 145·0 140·0 108·3 
(3) State Excise Duties .. 1,889·78 131·41 6·9 7·5 6·4 
(4) Taxes on Vehicles .. 871·22 25·90 3·0 3·6 3·1 
(5) Sales Te.x 9,123·59 85·17 0·9 1·2 0·9 
(6) Other taxes and duties 3,741·05 90·39 2•4 2·7 1·5 
(7) Stamps and 1,134·61 118·92 10·5 13·0 12·0 

Registration. 

Total 17,384·49 1,221 ·81 7·0 8·2 7·6 

5. Arrears of Revenue-( a) Sales T~~ : The '1.frears of ta~ pending 
realisation as on 31st March 1973 amounted to Rs.54.95 crores as indicated 
below-

(In crorcs of rupees.) 

Out- Fresh Amount Amourtt Balance 
standing demand collected remitted out-
as on 1st raised a.s a result standing 

April during of appeal, as on 31st 
1972 the year etc. March 

1973 

~l) Bengal Finance (Sales 28·74 !~·75 3·74 3·17 35·58 
Tax) Act, 1941. 

(2) West Bengal Sales 1·03 0·76 •• O·ll 0·06 l ·61 
Tax Act, 1954. 

(3) Central Sales Tar 13·21 7·03 1·68 1·91 16·65 
Act, 1956. 

(4) Bengal Motor Spirit 0·24 0·09 0·03 0·30 
Taxation Act: 1941. 

.. . .. 
(6) Bengal Raw Jute 1·06' .. 0•25 0·81 

Taxation Act, 1941. 

Total 44·28 21·62 5·56 6·39 64·96 
......---



The increaRed outstandinA·s at thf' end of the year 19'12-"t:l were attributed 
to increase in the additional demaud raised during the year due to the 
disposal of IG,000 more cases than in the previous year. The department 
stated (August 1974) that-

"A. good "part af arrear dues relate to dealers whose Registration Certi
flcnte has been cattcelled, dealers who have gone into liquidation, 
dues covered by stay orders, etc. In a study of about 200 dealere 
with large arrear dues of Rs.1 lakh and above it was found that 
almost 75 per cent of the arrear dues referred to such ra~es." 

(b) Land Revenue: The outstanding balance of land revenue af lihe 
end of 1379 B.S. (1972-73) 11mounted to Rs.18.34 crctres h indicated 
below-

(In crores of rupees.) 

Bala.nee Dematfd Col1trotion Bt1.l&nce 
at the n.iaed in during out-
end of 1379B.S. the year standing 
1378B.S. at the 

end of 
1379B.S. 

Land Revenue - .. 10•14 •·1• !·81 12·'75 

Cess 0·36 0•70 0·4:7 0•39 

Total - 10•60 5·82 :Y.08 13·34 

(c) Agricultural Income-tax: The balance of tax remaining unrealised 
as on 31st March 1973 amounted to Rs.2.28 crores as under-

&Janee as on Jet April 19?2 

~ma.nds refaed during tlie year .. I ·31J " 

Total 3•31 " 

Collection made during the year •• • ti 

Balance outstanding as on 31st March 1973 

Information regarding outsb.nding ar~rs of revl!~ue- in tespect of the othH 
heads was not furnished to audit (Sepfember 1974). 
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6. Arrears in assessmenta: The numbers of cases of assessment of 
1ales tax, pending as on 31st March 1974 compared to the preceding year 
are as under-

Ason As on 
31st 31st 

March March 
1973 1974: 

(1) Bengal Finance (Sa.lea Tu) Act, 1941 78,184 76,42& 

{2) West Bengal Sales Tax Aot, 1954 5,183 5,529 

(8) Central Sales Tax A~t. 1956 48,704 46,66! 

('~ Bengal .Motor Spirit Tuation Act, 1941 2,689 2,628 

(5) Bengal Raw Jute TaxatiCln Act, 1941 171 153 

(6) West Bengal Paddy Parchaee Tax Act, 1970 285 658 

----
Total 1,35.216 1,32,046 

7. Comparative position of aotuat reoeipts under some principal heads 
relating to oertain ltataa: A statement showing the comparative figures 
of revenue receipts under some principal head11 of revenue for the year 
1972-73 in respect of certain States is show.u i11 the Appendi~ lo this report. 
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CHAPTER II 

Sales TIX 

8. Introductory: Taxes on the sales of goods inside the State are 
levied and colJected under two Acts of the I.iegislature, Bengal Finance 
(Sales Tax) Act, 1941, and the West Bengal Sales Tax Act, 1954. While 
the former is the genernl 11ales tax law of the State levying a single point 
tax on the last sale from a registered dealer to an unregistered dealer or 
consumer and a multipoint tax at a small rate of half per cent on sales by 
one registered dealer to another, the latter Act takes out eertain commodities 
(notified by Government from time to time) from the purview of the former 
Act and subject!I them to a levy of tax at a single point at the first stage 
of sale by a manufacturer, produC'er or importer. :Motor spirit, raw jute 
and J1addy are not covered by either of the two enactments mentioned above 
but are subjected to taxation by separate Acts, Bengal :Motor Spirit Taxa
tion Act, 1941 (sin<'e repealed and replaced from 1st April 1974 by the West 
Bengal Motor Spirit Taxation Act, 1974), the Benge.I Raw Jute Taxation 
Act, 1941, and the West Bengal Tax on Paddy purchased by Rice :Mills 
Act,' 1970. While in the case of Motor Spirit,. the tax is levied on sales, 
in the case of Raw Jute and Paddy, the taxes are levied on purchases. 
Tax on inter-State 11ale11 are levied under the Central Sale~ Tax Act, 1956. 
The ma<>hinery available for assesAment and collection of the tax under the 
Bengal Finance (Sales Tax) Act, 1941, is utilised for assessment and 
collection of the taxes under all the other enactments mentioned above. 

9. Incorrect deductions from tumovar: Sales tax is charged on the 
~sale price' whieh is defined in the Bengal Finanl'e (Sa le11 Tax) Act, 1941, 
as the amount payable to a dealer as valuable consideration for the sale. 
This valuable consideration must necessarily incluile taxes and duties 
forming part of the sale price such as, excise or customs duty, etc. In 
three assessments for thll years ending 31st March, 1966, 1967 and 1968 
mGde between January 1970 and :March 1972, deductions amounting 
respectively to Rs.G9,71,595, Rs.5,08,857 and Rs.4,84,947 were allowed to 
nn aAsessee company from the aggregate of sale prices for the three years 
towards customs duty recovered by the company from its customers as a. 
part of the consideration for the sale of goods. A similar claim for the 
year ending 31st March 1969 was, however, diea1lowed by the assessing 
officer in February 1973. The incorrect deductions in the earlier years 
resulted in an under-assessment of tax to the extent of Rs.4,51,632 in the 
lhree years. The assessing officer agreed (August 1973) to take action in 
the matter nfter giving a hearing to the asseRsee. Further development of 
tbe <'ase is awaited (September Ul74). 

(ii) In the ·same case it wn11 noticed that similar wrong deduction11 of 
customs duties aggregating to Rs.96,71,080 were allowed during the pre
<'eding three years endin[l' 31st :March 196.3, 1964 and 1965 assecised during 
\he period from January 1967 to November 1968, resulting in under-assess
m•llt of t11oz amounting to Ba.4,60,686. Though this error in aesessmen1a 
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in respect of the assessment for the year ending 31st March 1963 had I been 
pointed out by the Internal Audit in January 1968, the case was not 
rev~ewed nor was the error avoided in assessments made in subsequent years. 
Failure on the part of the department to rectify the mistake within the 
time limit of four years prescribed under the Act resulted in a loss of revenue 
of Rs.4,60,586. 

The case was reported to Government in January 1974 and reply is 
awaited (September 197'4). 

10. Incorrect determination of taxable turnover: In the assessment 
for the calendar year 19()4 made during 1968-69, a dealer claimed, and the 
assessing officer· allowed, a deduction of Rs.2,66,616 from the turnovel'i 
towards cost of certain goods sold by the dealer in November 1963 but 
actually paid for in l 964. While this amount was deducted from the taxable. 
turnover in the year 19()3, M corresponding adclition was made in the turn
over of 1964, resulting in an under-assessment of tax of Rs.26,662. The 
asses1m1ent order was revised at the instance of audit (November 1971) raising 
an additional tax demand of Rs.20,602. The assessee who was allowed 
to pay this amount in instalments of Hs.2,500 each, paid Rs. 17 ,500 U(J to 
October 197'2. Information regarding recovery of the balance of Rs.9,162 
is awaited (September 1974). · 

11. Incorrect exemption granted for sale of pump sets: In paragraph 4 
of Chapter V of the Audit Report; 1971-72, mention was made of six cases 
of non-levy of tax on sales of pump sets on account of an incorrect order 
treating these· as agricultural implements. Pump ~ets can actually be used 
both for agricultural and non-ugricultural purposes and pump sets used 
to lift water from wells are not agricultural implements. Three more such 
cases involving under assessment of tax of Rs.1.83 lakbs came to notice 
during the yeur 1972-73. In the first case, relating to the year ending 
March 197'1 the assessment order waR passed in September 197'2 with an 
under assessment of Rs.26,000 and in the remaining two cases relating to 
the years ending March 1967 ancl March 1968 the asse11sment orders were 
passed in October 1910 and l\Iarch 1971, respectively, with under 
assessments aggre.guting to R@·.1.57 lnkhs. 

These cases- were reported to GoYernment in .January 1974' and Ma~ch 
197'4 ancl 110 reply hns been received so far (September 1974). 

12. Incorrect ·determination of turnover: In an assessment for the 
period ended 30th ,Tune 1963 made in .June 1967', the gross turno.ver of ru 
dealer was determined at Rs.48, 74.456 on the basis of his returns and 
a.ccount11 produced by him. After allowing certain deductions, the tax pay
able by him was cletermined at Rs.1.,19,218. This assessment was set aside 
'by the. Appellate Authority in .June 1969· on the ground of some discrepancy 
in one of the di:ichrntions from the turnover allowed under section 5(2)(a)(ii) 
of the :Beng-al F'inance (Sales Tax) Act, 1941, nml the case was remanded 
for fresh ns11esinnent on that point. In the fresh asses!lment made in July 
1970, the g:ross turnover wa11 reduced to Rs.46,11,672, though neither the 
deaJ~r h~d ~ppe"led against, nor hp.d the A~pelJ~~ti Authority direrted any 

3 
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revision of, tl1e gro~s turnover of U.s.48,74,456 previously det·ermined, the 
<li11put.e heing only ahout 1-1omt:> de<l1H'tion from the gross turnover. No 
reasons were reecmled for reducing the gross turnover hy Rs.2,02,784. This 
re1mlted in an under-a!lsessment of tax of Rs.11,448, The assessing 
authority had no jurisdiction to revise the figure of gross turnover in the 
ab11encc of n specific rlirection to that effect by the Appellate Authority. 
'J'he depurtmeut admitted (November 197a) that-

"Ordinarily the figure of gross turnover at the fone of original assess
ment un<l rtmAsessment is not likely to be changed when hoth the 
asses1-1mentH were 1nade on examination of books and determination 
of turnover was not the subject matter of appeaL" 

When this was 'Pointed out in audit (March l!l73) the State Government 
stated (Deeember 1973) ,that the as11essing officer had been asked to re
llXamine the records of the dealer to ascertain the correct figure of gross 
turnover and that a further report would follow. No further report hod 
been received (September 1974). 

13. 1noorrect application of rate Of tax: The rate of tax under the 
Central Sales Tax Act, 1956, had been increased to 3 per cent from 1st July 
19H6. But in an assessment made in December 1970 for the year ending 
alRt Murch 19()7, turnover amounting to Rs.5fi,50,658 relating to a period 
after :JOth ,Tune 19()6 wus taxecl at 2 per cent. The resultant underassess
ment of tax after allowing certain deduction allowecl under the law, 
auu.urntecl to Ui-1.26,fi47, 

The urntter was reported to Government in ,January 1974 but reply is 
awaited (September 1974). 

14. Sales of containers not taxed: According· to departmental instruc
tion:;; i8suml in .June 19()9 following a judg·ment of the Supreme Court, the 
assumed value of the containers even where the contents are exempt from 
tux, must be subjectetl to tax if there was an express or implied agreement 
ior the sale of these coutainerR along with the goods contained therein. 
Several ini:;tances callle to notice of audit in which the value of tins and 
bags sold as containers of goods exempt from tax, had not been assessed 
to tax. rrli.e following are two surh instances:-

(i) Iu nn l\R.'!essment made in May 1971 for the year ending March 
1970, the value of 1,03,981 tins sold as containers valued nt 
Rs.3,11,943 for kerosene sold during the 'year bad not been 
assessecl to tax, resulting in non-levy of tax amounting to 
Rs.17,688. 

(ii) In another case of assessment for the year K.B. 2026 (1970) made 
in. February 1972, 5G,809 gunny bag·s valuer! at Rs.1, 13,618 sold 
a;· containers of tax free goods were omitted to he taken into 
account for assessment, resulting in non-levy of tax amounting 
to Rs.6,442. 

'rhese two cases were reported to Government in August 1973 and .January. 
1974. No reply bas been received (September 1974). 



15. Mistakes in computations: (1) In an assessment made in March 
1971 for the year ending 31st March 1967, a deduction of Rs.95,12,840 
towards sales to registered dealeri; was allowed from the gross turnover, 
based on a statement of such sales filetl hy the dealer at the time of assess
mtint, which showed the total as Rs.95,24,034, the balance of Rs,11,194 
being disallowefl. On actual verification, the total of this statement worked 
out to only Rs.91,94,034, thus resulting in an excess allowance of 
Rs.3,30,000. The under-assessment of tax on this account amounted to 
Rs.18,711. 

(2) In another assessment made in the same charge in August 1970 for 
the period Kartick Bodi, 15, 2023 (1967), a similar deduction of Rs.4,92,586 
was allowed based 'Clll the totals of a statement filed by the dealer, while 
the actual total of the statement was Rs.4,02,5H4. 'This excess allowance 
of Rs.90,022 res.ulted in a:a under-assessment of tax to the extent of 
Rs.5,104. 

Both these ear;es were reported to Government in September 1973 and 
reply is awaited (September 1974). 

16. Turnover escaping assessment: (i) In an assessment made in 
19()7-68 for four quarters ending .31 lit October 19fi3 sales of goods amounting 
to Rs.2,00,478 invoh•ed in the execution of repairs to motor vehicles and 
sales of some tyres were omittefl t<> be taxed. On this being pointed out 
in audit, the asse>;smeut wafl reviserl in May 197J and an aclditional demand 
of tax and penalty amounting to Rs.6,281 was raised against the dealer. 
The amount could not, however, be recovered from the dealer and audi~ 

wns informecl (April 1972) that the demand had been referred to the 
Certificate Officer for recovery. No further report hos been received 
(September 1H74). 

(ii) While making- nu assPssment in 1970-71 for the year ending March 
19fi9, the ni;sessiuµ- officer omitted to bring to tax a sale 0£ old plant and 
machinery worth Us.4, 19,804 for which the dealer hai1 realised sales tax 
from his customer,;. Under an mnendment mode to the law in November 
1967 such casual r;nles by a dealer are to he included in his taxable turn
over and assessed to tax. '1111e loss of revenue on this account amounted 
to Us.25,188. 

(iii) In an a.ssesi:;ment made during 1971-72 in respect of a dealer for 
the year ended ;n1'!t Mardi l!Hi8, sules amounting to Rs. 3,82,880 inade by 
the dealer from his retnil sho·p out 0£ the stocks transferred from his whole
sale business, were omitt.ed to be taxed and taxation was restricted to his 
wholesale i;aleM. '!'he muler-asi'lessment of tax on this account amounted to 
Rs.21,709. 

rrhese eases were reported to Government in November 1972, August 
1973 and Septmnher Hl7~t. No reply hai;! been received (September 1974). 

17. Failure to check evasion of tax: A contractor supplying boulders 
to the P.\V.D. wns nsses~ed in April 19GG for sales tax on these supplies, 
for the periods 1963-04 ancl Hl64-05 an<l on determining tl1e turnover for 
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both the :yearg at Us.1,00,000, a tux amounting to Rs.4, 762 was realised. 
No action was taken either to register the contractor as a dealer or to 
at1sess him for the suhsetiuent periods. In September 19G9, it came to the 
notice of the department that the contracto.r received Rs.1,17,101 from one 
division of the l'.W.D. during 1964-65. In Aug·ust 1971, further infonna
tion Wa!'I received that he received Rs. rn, 73,293 from another Divisiorn 
during the years 19{;;3-64 and 19Ci4-65. Thus, as against an established 
turnover of Rs.17 ,90,394 during the two years, assessment was made only 
on a turnover of Us.l,00,000. lly the time the· information from the 
P.W. Division was received (August 1971), the prescribed period of limi
tation of six years reckoned from the end of the year in respect of which 
assessment is made had expired and consequently the recovery of tax 
amounting to Rs.85,267 on the balance of turnover of Rs.16.90 lakhs 
became time-barred. The assessing officer had referred the case· to higher 
authorities in December 1971 seeking instructions for further actiou in the 
matter whil'h were awaited. The case was reported to Government in 
June 1973. No reply has been received (September 1974). 

18. Loss of revenue.: While making an a!iSessment for the year 1966 
in respect of n dealer, in December 1970, when the statutory limitation 
of four years was about to expire, the assessing officer notfoed that the 
dealer had marle a voluntary disclosure under the Income 'rax Act and 
brought to account in 1966 an income of Rs.3,15,670, being· the profits on 
sales admittedlv concealed d1.uing the period 1960-64. Ba!-led on this dis
closed income, ·the assessing officer eRtimated the Ruppression of sales at 
UR.22,27,148 and taxed this amount. · On appeal, this assessment was set 
aside (September 19"1) with a direction to reassess the tax for the precedini: 
years 191)0 to HW4 by nUocnting t.he suppressed tmnsactions to the respective 
years ini~tead of taxing- the entire amount in the year 1966. 'rhis could 
not however be done as by tlwn the revision of the assessments for the years 
19!)0 to 196:l had become barred by limitation. A reassessment in respect 
of the year 1964 .! is st.ated to have been macle by a revision in September 
1973 and a demand was then issued (December 1973) for additional tax 
amounting to Rs.2,82,982. 'l'he delay of four years in making the original 
asses11ment for the year ] 96fi th11s resul t.ed in non-recovery of tax on a large 
turnover relating to the years 1960 to 1963, admitted by the asseesee a1 

having been suppressed. 

The case waR reported to Government in September 1973 and no reply 
has been received (September 1974). However, in a reassessment for the 
year 19G4 made by the assessing officer (December 1973), the addition of 
Rs.22,27,000 wns again made to the gross turnover of the year on the ground 
that the dealelo failed to appear and produce his books of account. The 
matter is pending in appeal (July 1974). 

19. Omission to follow up cases of evasion of tax: On the basis of 
searches conducted during 1969-70 in the places of business of two un~ 
registered dealers, and further investigations made in the matter, informa
tion was received by the department in August 1969 that these two dealers 
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had made purchases of salable goods amounting to lls.7.31 lakhs during 
the period 1966-67 to 1967-68 in the first case and to Rs.8124 lakhs during 
the period 19fl4-65 to 1966-67 in the second case. .Reporls on the result• 
on these investigations were sent by the investigating officer on 6th November 
W69 to the concerned assessing officer for initiating proceedings f~r deter· 
mining the tax liabilities of the two dealers. No further action was taken 
Ill the matter to assess the tax due from the two dealers and also to 
investigate whether they continued in business beyond 1967-68 ancl 19fi6-67, 
respectively. The period of limitation of six years prescribed by law for 
making assessments· for the period 19G7-68 and 1966-(i7 expired in March 
.1974 and 197a, respecfa·ely and hence further action in the matter has 
become time-barred. The investigating o-fficer stated (January 1973) that 
he had no respon1'ibility in the matter after submitting the fin&l investiga
tion reports and the assessing officer stated (February 1973) that the relevant 
reports could not be traced .. 

On the basis of the fig·ures of purchases of goods mentioned in the 
investigation reports, the amounts of tax due fmm the twb dealers for the 
two periods would have been over Rs.78,000 and Rs.47,000, respectively. 

The matter was reported to Government in May 1973. No reply has 
been received (September 1974). 

20. Non-realisation of correct amount of sales tax on sale of timber, 
etc, by the Forest department: Sales of timber etc, by the• Forest 
tlepartmeut are taxable under the Sales tax law at 6 per cent of 
the value but where the purchasers produce valid declarations in the· 
prescribed formi; at tl1e time of ta king delivery or subsequently that th~ 
goods purchased hy them were for manufacture or resale, the tax to be: 
coJlected by the ForeRt department on the sales may be reduced to 1 per 
cent and i per cent, respeeth·ely. It was noticed in audit that the con
ceRsional rates of tnx had been allowed in Revera! cases without the purcha.'lers 
producing the pre!'lcrihed cleclarntions and many of these caseR were over 
two years old (.January 1974). In two of the divisions alone the tax short 
real isecl in 242 such mses umounte<l to Rs.68, 708. 

The inatter wns rpported to Govemment in March 1974. Reply is 
awaiterl (September 1974). 
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CHAPTER III 

Land Revenue 

21. Introductory: Land Uevenue, the traditional source of revenue 
for a State Gr1vermnent, comprises the following items of receipts:-

(1) Land rent collected from tenants of lands owned by, or vested 
with, the Government under the Ji~states Acquisition Act, 1953 
and the West Bengal Lund Reforms Act, 1955 as well as cesses 
collected, along with land revenue, under the Oess Act, 1880 
and the Bengal (Hural) Primary Education Act, 1930. 

(2) Income from leases of sairati interests like fisheries, ferries, marketl!I, 
etc. 

(3) Royalties received from coal and other minerals under leases and 
licences granted by the State under the Mines and 
Minerah (Regulation and Development) Act, 1957 and the rules 
framed thereunder. 

The permanent settlement made in the eight.eenth century was the orig·inal 
basis for ]a.nd revenue collection in Bengal, and the Zamindars with whom 
the land was settled were liable to pay the land revenue to Government. 
This syaem was replaced by the 'Vest Bengal :Estate Acquisition Act, 1953 
according to which the actual cultivator became a direct tenant of the 
Government. Under the 1Vest Bengal Land Reforms Act, 1955 the 
cultivator has hecome the owner of laml and is liable for payment of 
revenue to Government for each holding. 

22. Loss of revenue due to delay in taking possession of vested lands: 
Under the provisions of the Estates Acquisition Act, 1953 all estates and 
rigats of intermediaries, rniyats and under-raiyats (except certain lands, 
subjt~ct to ceilings prescribed in the Act, allowed to be retained by them 
as direct tenants. of the State) vested in the State from 1362 B.S. (15th 
April 1955) in the case ..of intermediaries and 1363 B.S. (10th April 1956) 
in the case of raiyats and under-raiyats. In the case of Purulia distrfo~ 

alone, the Act came into effect from 1st March 1964 and the properties in 
that district accordingly vested with the St.ate from that date. 

· Considera b]e delays, l'anging up to 18 years in some cases, were noticed 
in the taking over of actual possession of the properties by the State 
Government. It was estimated in June 1972 that out of 24.04 1akh acres 
veste.d in the Government under the provisions ()If the Act, 9.21 lakl1 aeres 
constituted agri('ultural lands, the remaining 14.8.'3 lakh acres being 
non-agricultural and forest lands, and that out of the agricultural lands, 
possession had been taken of only 6.84 lakh acres by the end of March 1972 
with another 0.97 lakh acres being under court injunctions. The law 
prov~ded for the rePovery of Rs.10 per acre per annum as damage feeli from 
the e~~-intermediaries and others for the period they were in posse11sion of 
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the lnnds after the date of vesting. In six of the districts, no Aystematic 
or prompt action was taken for Hie nsi,wssment und recovery of the damage 
fees leviable under the law and the total amount of such fees not realised 
amounted to Us.81.01 lakhs in respect of 77 ,298 acres, for which 
information was nvailab1e. 

The matter was first brought to the notice of Government in J'une 197'0 
and it was stated by the department (April 1972) that steps were being taken 
for i·ealisation of the outstnn<ling nmou~ts. 

23. Outstanding rent from tea-garden owners: Lands comprised in tea 
gardens were also vested in the State with effect from April 15, 1955 under 
the ·west Bengal Estate Acquisition Act, 1953. Under the provisions of 
this law, the respective tea gardens were allowed to hold such lands as 
tenants on the hasis of summar;y settlements to be made by the Collector 
Rpecifying the terms and conditions thereof. Thereafter, the extent of 
vested lands that could be retained by tea gardens was to be determined 
and lease deeds e:s.eC'uted specifying, iukr alia, the ~:t:lt finally p1tyable from 
the date of vesting in respect of such lands. No time limit was prescribed 
for execution of the lease deecls. 

Considerable delays occurred in determining the extent of lauds retninable 
by the tea gardens and in entering intc1 leaRe <leech with them nfter fixing 
the rents to be realised from them. 'l'he following table shows the progress 

in this respect during· the 19 yearR that have elapsed (upto April 1974) 

from the date the lnnds were vested in t.he Government:-

(1) Total number of tea-gardens vested in the 
Government. 

(2) Number of tea-garclens transferred from 
Bihar in .August 1972. 

(3) Less-Nul!lher of tea gardens cloRed in 1969 
and proposed to be resumed by Govern
ment .. 

(4) Tote.I 

(5) Number of tea gardens (out of 4 above) in 
which the lands to be retained by the 
owners had been determiner!. 

(6) Balance (4-5) 

(7) Numbf'r of tea gardens (out of 5 above) in 
which rents have bel"n finally fixed and 
lease deetl.s ex~cuted. 

(8) Ba.la.nee (5-7) 

Jalpaiguri Darjeclir'g 
district district Tof.e.1 

189 

9 

180 

180 

84 

96 

144 

3 

38 

109 

103 

6 

34 

69 

333 

3 

47 

289 

283 

6 

118 

165 

• 
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It will thus be observed that even after 19 years in 6 out of 333 coses, 
the extent of lands to be allowed to be retained on lease by the tea gardens 
hRd not been -determined and in 165 the rent recoverable has not been 
determined and lease deeds have not been executed so far (September 1974). 
'l1he delay led to heavy accumulation of arrears in the collection of rents 
and such arrears amounted to Rs.2.66 crores as on 31st March 1974 as 
under:-

SI. District No. of Amount of Amount Out-
No. tea assessed. realised standing 

gardens rent as upto3lst] as on 31st 
on 31st March March 
March 1974 1974 
1974 

(In lakhs of rupees) 

(l) (2) (3) (4) (5) (6) 

1. Ja.lpaiguri •• 189 206·80 61·93 144·8 J 

2. D&rjeeling 144 130·00 8·98 121•02 
----

333 336·80 70.91 265.89 

Certificate cases were instituted only in respect of 38 gardens in the 

<listrict of Darjeeling upto March 1974 for the recovery of Rs.38.90 lakhs 

due from them, The position of certificate cases in 1·espect of tea gardens 
in J alpaiguri district was not available but it was stated by the department 
(April 1974) that Government had directed (December 1973) the withdrawal 
of the certificate cases in the case of tea gardens willing to execute the 1£-aae 
deed11 after making necessary payments. 

According to the Estates Acquisition Rules, arrear rent was realisable 
"'ith interest at 6t per cent. per annum. Government decided (December 
19'U) not to change interest as a concese.ion to the tea industry, provided one 
year's arrea.r rent was paid along with current year's rent till the entire arrear 
rent was paid oft, though there was no provision in the statutory· rules for 
g··anting this concession. Tea gardens numbering 152 ( 117 gardens covered 
by lea11e deeds nn<l 35 gardens of .T alpaiguri district under summa1·y settle
ment) availed of this concession. The total amount of interest due from the 
ubove gardens and from other vested gardens was not ascertainable, as the 
r@lated books of accounts were stated (April 1974) to he in the process of 
reconstruction. 

24. Non.raoovery of royalty for use of minor minerals: Under the 
provisions of the West Bengal Land Reforms Act, 1955, every raiynt is 
required to obtain a permit from the Government for allowing the u~e of 
earth or day in his holding for manufaeture of bricks, tiles, eto, nnd the 

person manufacturing them ie required to execute lease oeP<lR ·with 
Government and pay royalty to Government with effect from the 29th .Tune, 
)969 at rates prescribed iD the Weet Remra\ Yinea and. }fine~Als Rules. H\,1)9\ 
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reatl with Government of W eHt Heng al 11ot1fication No. 4695-:Mines, dated 
29th June 1969 ranging fro:dl. Rs.1.50 to R11. 2,50 per 100 cubic leet of 
brick earth. It was noticed in audit th.at no lease deeds had been •uxecuted 
by any of tl}.e manufacturers ond no amountH hacl so far been realised as 
royalties from such brick manufacturers. In 30 out of 52 circles in one 
district alone for which information wac; available, there were 510 'manu
facturers of bricks and tiles and the royalty recoverable from 29th .June 1969 
upto 31st March 1973 on the hasiR of hrit•ks manufactured worked out to/ 
about Rs.12 lakhs. , 

The matter was brought to the 11otice of Government in December 1973. 
No reply has been receiveJ so far (September 1974). 

25. Non-recovery of increased rent: Under the provisions of West 
Bengal Non-agricultural Tenancy Act, 1949, rent at double the normal rate 
is recoverable whenever any agricultural land was converted into 
non-agricultural/homestead land. A review of such coses in one district 
disclosed th1\t the increased rent had not been recovered in several suC'h 
1·ac;es and in two circles of the dishict alone, over 11,500 acres of agric11ltural 
land had been converted to non-agricultmal purposes during the period 
1962 to 1968. The increased rent reali<1ahle but not recovered in these !'l\Res 
upto 31st March 1972 amounted to about Rs.9 lakbs. In four other cases 
in another circle of the District, 26~.49 acres of agricultural land were 
converted years ago (actual date not available) and the rents had not been 
revised in accordance with the law so for (March 1974). 

The matter was brought to the notiCf' of Government in DeC"ember 197:1. 
No reply has been received (September 1974). 

26. Loss due to non.presentation of claim in a case of land acquisition: 
Khas Mahal land to the extent of about 5 bighas belonging to Govel'Ilment 
was on a long-tenn lease to a tenant till 14th February 1988. ln 1967. it 
was proposed to acquire about 3 bighas out of that land for the use of an 
Jmpl'Ovement Trust and a notice was received in June 1967 by the Oollec:tor 
of the district from the Land Acquisition Officer to file a claim for compe11-
1.1ation. Thie was followed by five more notices to the same effect during 
the period April 1969 to May 1969. No action was taken to file any claim 
on this arcount, nor did any one appear from Government side before the 
Lnnll AC'qnisition Officer to repre<tent the interest!'! of Government even 
when a notice was received in May 1969 that ;.tn award was going to be 
nutde in the case. 'l'he Lancl Acquisition Officer awarded in .June 1969 a 
11um of Rs.4. 78 lakh11 to the lessee towards the value of the land and 
R11.22.200 to the Government towards C'apitalised value of rent, While the 
1e11~Pe had drawn the umount in August 1969, Government hRd not yet 
rlr:iwn the amount (:Uaroh 1973). In terms of the long-term lease, the 
fosc;pe hacl to givr u11 the land in l'ase it was required bv Government for 
any public purpose and was entitled to compen11ation only for any building~ 
or improvements effected by him on the ]and. The payment of R<i.4.78 lakhs 
to the tenant as compeuation for the land was elesrly not admisqible 

' 
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in term~ of the lense and this loss occurred due to the om1es1011 to take 
&Jlpropriate action on behalf of Governmeirt in the land acquisition 
11roceeclings. According to a report marle by the department in June 1971, 
un appeal against the award had become time-barred by then. However, 
the Additional Collector stated in March 1973 that if there had heen any 
negligence responsihility would be fixed. 

Tlie case was reported to Government in Deoember 1973. No reply has 
been received (September 1974). 

27. Loss of revenue due to delay in entering into fresh lease or 
non-renewal of leases: (i) A piece of non.agricultural Khas Mahal land 
mea1mring about 3 bighns wns settled on a temporary basis from 4th .Tune 
1948 at an annual rent of Us.4,800. The land continued in the occupation of 
the leRsee till 1963 when a no-tice to vacate the lancl by ht October 19(i3 was 
issued followed by an eviction suit filed by Government. By a compromise 
arrived at in February 1967, the lessee wa11 allowed to 110111 the land on the 
same terms and conditions till 5th February 1970, wlien the eviction 'vas to 
become effective. No action was, however, ta}ten (March 1973) to take 
11osseR11ion of the land or to enter into a fresh lense with the tenant from 
Gth February 1970. rrhe tenant continued to pay rent at the old rate up to 
March 197:1. According to an estimate made by tl1e department in 1973 
the value of the laud was ahout Rs.IO lakhs in 1970 and on this valuation, 
anuunl rent, according to the rules, came to Rs.40,000. As a result of 
delay in entering into a fresh len11e, Government suffered a los11 of rent of 
Rs.1.l 1 Jakhs upto Marrh 1973 and R11.35,200 per annum thereafter. 

(ii) Another piece of land measuring about 3 highas was given on a lease 
of 30 yenrs from lst December 1907. The lease was thereafter renewed 
upto 30th November 1967 on a monthly rental of Rs.746.56 p. Afier the 
e;11iry of the lease the lessee applied for its renewal and though it had not 
been renewed, the lessee not only continued in occupation but also ceased 
to pay the rent from April 1967. According to a valuation of the property 
made by the department in .June 1968, the annual rent was to be fixed nt 
R11.6.!H8. Though the le11see however refm1ed to execute the fresh lease 
on this basis and continued not only to occupy the property but also to 
sublet it against the terms of the lease to six others, no action hail been 
taken t.o evict him (March 1!17!1). The lol's of rent in this rase from 
December 1967 to March 1973 amounted to Rs.36,896 nt the annual rate of 
Rs.6,918. 

28. Loss of revenue due to failure of the department to take possession 
of Khas Mahal tand and to realise rent: (i) Eight plots of land measuring 
about 8. 7 ncre11 were leased to an individual from 1358 B.8•. to 1363 TI.S. 
(1951 to 1956) on a total rental of Rs.5,060 per annum. The leases were 
not extended when they ex11ired in 1363 B.S. (1956) but the "holding over 
charge" at the same rate was reali11ecl upto 1366 B.S. (1959). Thereafter 
Hither had the leases. been extended nor the arrears of rent realised, thougl\ 



the leasee offered in August 1966 to pay up the dues. The lessee had 
weanwhile expired in August 1968. The anea1·s of rent remaining 
unrealised upto Marl'h 1973 amounted to over Rs.55,000. The department 
stated (March 1973) that there was every possibility of recovering the. 
arrears by instituting certificate cases but the matter was not pursued as t.he 
lessee had expired. It has pot been stated why the lands were not taken. 
possession of at least after the lessee expired in 1968 and resettled at rt"nts 
based on the their current value. 

(ii) 11.91 acres of Khas Mahal lands were leased to 125 persons 
for a period of 5 years ending 1367 B.S. (1960) a't a total annual rent of 
Rs.3,115. The rent was collected up to 1367 B.S. but thereafter neither 
had the leases been renewed nor possession over the lands taken. 1'he 
arrears of rent outstanding upto 1378 B.S. (1971 and 1972) amounted to 
Il11.34,269. 

The cases mentioned above were r~porte<l to Government in December, 
1973-January 1974. Reply is awaited (September 1974). 

29. Outstanding dues from the lessee after the expiry of the lease: 
A fi~hery covering an area of about 498 acres was taken possession of in 
July 1963 from an ex-intermediary and leased to two individuals from 
November 1004 to December 1967 at an annual rental of Rs.65,199. 'l'he 
lessee defaulted in the payment of the lease amounts and certificate. 
proceedings filed in July 1967 resulted only in a recovery of Rs.21,200 out 
of the dues amounting to Rs.90,544. When the lease expired, the lessees 
obtained a court injunction against the termination of the leal!le·, but the 
in,iunction was 1mbsequently vacated in August 1969 and possession wa.11 
then taken over by Government. 'rbe lease rent amounting to Rs.1,03,232 
which had accrued dm·ing the period the injunction was in force, had not 
heen 1·ealised from the lessees, though no such, relief was given to the. 
lessee by court. No action has so far been taken to reali11e the amoun1: 
(Septemher 1974). 

In August WG9, the fishery was handed over to the Fisheries Department 
f01' intensive piscieulture but that department relinquished it in January 
1972 on the ground that the scheme had been abandoned. Thereafter, tha 
urea covered by the fiRhery was forcibly occupied by local people and sbouti 
:163 acres out of the total of about 498 acres were stated (Deoomber 1971) 
to have been cultivated aR agricultural land and a nominal rent of Rs.IO 
per acre per annum was levied on the occupants from 1378 B.S. (1971). 
1'he actual recoverieR from the occupants umounted to only RR.2,000 as 
agaiw1t Rs.7,2G!i <lue on the above basis. '11he department stated (:May l9i3) 
that the question of distributing the land for agriC1ultural purpose11 to lomtl 
landless c·ultivntors was under consideration. 

'l'he case was reported to the Government in December 1973. Reply is 
awaited (September 1974). 
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30. Omission to take possession of leasehold property afte' the expiry 
of lease and to realise arrear rent: A fishery covering an area of 20.28 acres 
wn11 Rettled on a person in 1366 B.S. (1959) and 1367 B.S. (1960) at an 
mmual 1·ental of Rs.1,600 for the first year and Hs.2,14)) for the seoonc1 
year. The lease was proposed to be transferred from 1368 ll.S. (1961) to 
a co-operative society hut owing to an interim injunction from a court, the 
proposal was not implemented. The previous lessee had paid the lease reut 
of RH.2, 145 per annum upto rn72 B.S. (1965-66). 'I1he injunction was 
vucated by the court in October 1969 but even thereafter,. neither had the 
posse~sion of the property been takt-n over from the ex-lessee nor any rent 
from 1373 D.S. recnvered from him. The arrears of rent upto l::J80 R.S. 
(1973-74) amounted to R1d7,lfi0. 

The case was reported to Government in December 1973 b11t no reply 
hns so fur been received (September 1974). 

31. Loss due to suspension of recovery of rent: A fishery which was 
under sub-lease by a person from an ex-intermediary, was taken over by 
Government in April 1955 on the vesting of the interests of the ex-inter
mediaries with Government under Estates Aeqni.sition Aet. As a result of 
a court orcler in September 19Ci4 the sub-lessees became direct lessees of 
Government and rent amounting to Rs.2.58 lakl1s was realised from the 
lessees for the period from April 19;;5 to Mnrch 19G7. Recovery of intere!!t 
amouutiug to Hs.AA,502 on the arrenri:. of rent has been kept pending hy 
an order of the Board is1med in January 1967. On a representation from 
Rmne perRons in Mnrch 1967 for distributing the land covered by tl101 
fi"lheries for cultivation, the Board of Revenue called for a report i1! April 
W07 and also ordered suspenAion of the collection of rent. 'J'he report wa.i 
sent to the Board in 1967, but no decision has been taken (:March 1974) 
ill the matter. As a result, recovery of rent and ceAses amounting to about 
ltR.1.20 lakhs for t.he period up to April 1973 was pending in Ma:v 197:~. 
'l'he case was reported to Government in January 1974 but no reply has 
Leen received (September 1974). 
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OHAPTER IV 

Taxes on vehicles 

32. Introductory: The receipts under this head include fees for 
licences, permits, etc, collected by the State under the Indian Motor Vehicles 
Act;- 1939, as well aH the tax on motor vehicles levied under the Bengal 
Motor Vehicles Tax Act, 1932. 'Vhile the asseRsment and collection of the 
fees and taxes under these two enactments are done by the Directorate of 
Public Vehicles under the Home ('frnnsport) Department of ths State 
Government in Calcutta and suburbs, the District Magistrates are responsible 
for the work in the othe1 districts. 

33. Defective maintenance of primary records for watching recovery of 
tax : The e:ff ective collection of taxes on motor vehicles depends upon a 
close and continuous watch being kept for ensuring prompt recovery of the( 
taxes as and when they fall due. For this purpose the provisions of the 
West Bengal Motor Vehicles Tax Rules, 1957, require the maintenance of 
Registration Registers recording all particulari; such as description, seating 
capacity, laden weight, names of owners, etc. and Tax Demand and Collection 
Uegisters recording the rates of tax payable, the particulars of collections 
of the taX, etc. A review by audit of these register!!• in Calcutta and in some 
of the districts, disclosed that adequate attention liad not been paid to the 
c·orrect ancl upto date maintenance of these registers and other document!'!, 
with the result that no check had heen or could be exercised to ernmre that 
all vehicles registered had been taxed regularly and that the taxes due in 
all cases had been collected. Tlie following· were some of the major defects 
noticed by audit:-

( l) The columns in tl1e registers showing the names, or the changes 
in the names, of owners and the basic data for determining the 
rate of tax leviable (such as seating capacity or registered laden 
weight, the rates of tax determined, etc.) had either been lef11 
blank or the entries made therein . were incomplete and 
unattested. 

(2) Notings regarding removal or transfer of the vehicles from one 
jurisdiction to another had not been either made or if made, had 
not been attested. 

(3) 

(4) 

(5) 

No systematic record had been maintained of commercial vehicles 
registered in another State plying in a district to watch thei 
realisatio11 of taxes, validity of the permits, etc. 

Many pages in the registers liad heen left blank without any 
reason being recorded, though they bear the registration numbers 
of vehicles. 

The taxes realised had not been posted in the registers regularly 
with the result that correct information on arrears of tax due 
in each case was not available from the registers, 



(6) Where taxes were in a·rrears, there was no record in these registers 
of the action taken to recover them. For instance, in a particular 
series of heavy vehicles, public and private carriers, registered in 
Calcutta, over 100 cases were· noticed in which tax had not been 
paid for several years past, some of them dating from 1956, 1958, 
etc., but the action taken to realise the tax had not been noted in 
any of these regist~rs. 

(7) 'fhe rules require tax tokens in Form D, showing the period upto 
which the tax had been paid, to be displayed in the vehicles and 
these tokens have to he surrendered in lieu of fresh tokens at 
the time of payment of tax for the next period. It was observed 
that in several cases, the tax tokens had not been delivered to 
the owners of the vehicles though they had paid the tax. There
fore the vehicles might have been plying without displaying the 
tokens. Several cases were noticed where tax for subsequent 
periods was accepted without the tax token for the preceding 
period liaving been surrendered. 

These defects in the maintenance of the initia.J records were brought to 
the notice o.f Government in November 1973 and again in March 
1974. No reply, has been received from. Government so far (September 
1974) except an interim reply received in November 1973 saying that thesei 
lapses were being taken lllp with the Transport Commissioner. However, 
uo steps have been taken so far (September 1974) to remedy these 
ii-regularities which, besides preventing audit from carrying out effective 
checks, are fraught with risk of loss of revenue. 

34. Under.assessment of tax on vehicles Clue to incorrect application of 
rates, etc.-

( 1) In course of review of two out of 23 series (each series comprising 
of 9,999 ve.11icles) in Calcutta it was noticed that there were 
several cases of under-assessment of tax due to the enhanced 
rates of tax effective from August 1972 having not been enforced, 
mistakes in calculations, omission to verify the actual amount 
of tax due before accepting payments, etc. In 423 such cases 
relating to the years 1971-72 and 1972-73, the total under
assessment worked out to Rs_.1.18 lakhs. The departmentl 
admitted the under-assessments in these cases and stated (June 
1973) that the amounts were being recovered from the owners of 
the vehicles. In one district, 60 such cases were noticed in 
which the total tax under-assessed up to 1972-73 amounted to 
about.• Rs.6,000. The report regarding the collection of these 
amounts is awaited in attdit (September 1974). 

35. Under-assessment due to incorrect determ,ination of registered 
laden weight: According to the Motor Vehicles Rules, the Registering 
Authority cun, in the absence of maker's documents, determine a registered 



laden weight (RLW) equal to the unladen weight (UJ,W) o' the vehicle 
plus 125 per cent or 150 per cent thereof, according as the vehicle is four
wheeled or six-wheeled. A review. of some of the asRessments of tax OB 

the vehicles registered in the Calcutta regiou disclosed that in 15 cases,. 
the RL W had not been determined in this mnnner .and the tax had thus. 
been unqerassessed to the extent of RR.12, 764 up to 31st March 1973. In 
9 such cases noticed in a district, the under-assessments up to March 1973 
amounted to Rs.9,821. In two more cases in that district, the RL'V was 
reduced in June 1969 and October 1969, respectively, based on 
1·e<luced unladen weights without recording any valid reasons for 
effecting such reductions, though the reductions involved an 
appreciable reduction in the tax in each case amounting 
to Rs,1,200 per annum in one case and about Rs.700 per 
annum in the other case. In another in11tance, the RLW of a vehicle was 
re~uced from 30,468 lbs. to 24,375 lbs, on 2nd Marolt 1970, but this order 
was cancelled a week later on 9th March 1970. In spite of this cancella
tion, the tax was levied as per the reduced RL W •from March 1970, the 
reduction in the rate of tax being Rs.880 per annum. 

These cases were reported to Government in September 1973, November 
1973 and March 1974. No reply has been received (September 1974). 

36. Loss of revenue due to under-assessment of tax on temporary 
permits: VehicleH registered in other States ancl brought to West Bengal 
for temporary u11e on temporary permits, are required to remit the tax 
levia ble for the period of their stay before they enter the State, hy mean~ 
of bank clrafts sent through the respective State authorities. The records 
relating to such vehicles, such a.s copies of the temporary permits, 
forwarding letters, etc., have not been maintained in a syRtematic manner 
and the amounts of tax received have not been subjected to a check with 
reference to the temporary permits. A review by audit (1972-73) disclosed 
that in 650 such cases received in 1971-72, the tax realisable for the period 
of stay of these vehicles in West Bengal had been underassessed to the 
extent of Rs.24,863. 

The matter was brought to the notice of Government in September 1978 
and March 19i4. No reply has been received (September 1974). 

37. Non-realisation of fees for oertincate of fitness: Under the Motor 
Vehicles Act, public carriers must be in possession of certificate of fitness 
and under the Uengal Motor Vehicles Rules, the prescribed fees for 
renewal of these certificates have to he realised before tht! expiry of the 
current certificates. A review oi the Registration Registers in the 
Calcutta region disclosed that in numerous cases there was no evidence of 
the fees having been realised in cases where they were due and in 243 such 
cases, the amount of fees due worked out to Rs.16,325. 

The matter was reported to Government in September 1973 and March 
l9T4. No reply has been received (September 1974). 



38. Change of ownership acaepted without realising tax-arrears.: 
In the matter of assessment of Motor Vehicle Taxation it has to be ensured 
that there ie - a proper co-ordination l>e·tween collection of tax and 
registration of vehicles where the owner11hip changes as otherwise there 
would be a risk of loss o'f revenue by permitting c_hanges of ownership 
before the selll"rH of the vehicle11 had cleared the f:~x dues. An instance 
came to light in Audit where in respect of a heavy motor vehicle tax was 
pai<l only up to March 1969, and the claim from exemption from tax on 
account of non-use was rejected in Apri] 19Cl9. Thus the owner of the 
vehicle was in arrears of tax, right from April 19fi9. Without paying 
these arrears of tax, he sold the vehicle in December 1970 to another 
person and the transfer was registered from 1st :March 1971, the tax being 
realised only from that date. Under the 1aw, when the owner of a vehicle 
was in arrears of tax, the registration of the vehicle could ha"Ve been 
suspended by "the taxing auth~rity 110 that the transfer could not have been 
valid1y made. 

39. Irregular acceptance of claims for non-payment of tax: (a) Under 
the proviitions o·f Bengal Motor Vehicles Taxatien Aot, if a taxing officer 
:is satisfied that a motor '·ehicle had not been used for any complete 
calendar month in a year, the tax a11sessed or due for that month may he 
refunded or waived. It was observed in audit that in several cases claims 
for wniver of tax for long periods were aclmitted without adequate scrutiny 
and without any record of verification of the claims to the satisfaction o'f 
the tu.xing officer. The following are a few instances:-

(1) The tax token and other documents of a vehicle were surrendered 
by its owner in June 1967 on the ground that the vehicle was 
oft the road for repairs. More than five years later, in July 
1972, the vehicle was sold to another pet'son, who applied for 
the trnnsfer of ownership and also paid the tax from 1st J"uly 
1972. The tax due for the period July 1967 to June 1972, 
amounting to Rs.10,076 was waived by the taxing authority 
without ,·erifying e\•en once during the period whether the 
vehicle was actually o:ff the road as claimed. The department·· 
l'·tated (June 1973) "that tax was charged from only 1st July 
1972 in consideration of the fact that the non-use of the vehicle 
was not reported by the new owner." 

(2) The owner of a vehicle claimed remission of tax from 1st February 
1970 to 31st ~lay 1970 on the fl'round that it was out of order. No 
further request was received from him but no tax we.a realised 
from 1st June 1970. In July 1970, t.hough the vehicle was 
founit' ·."idle' by the departmental inspecting officer there was 
no finding t.ba.t it was unfit for the road. Over a yea.r later, in 
August 1971 the vehicle was not found at the· place where it 
was reported to have been kept but was stated to have been 
sent out for repnirR. The remission of t.ax WM extended upto 
31st December 1971 withou~ any request from the owner, a11d 



in the absence of any positive evidence that the vehicle was 
unfit for the road. 1.,he department stated (June 1973) thai 
on a declaration by the owner in January 1972 that the vehicle 
was then ready for use, the remission in tax was allowed up to 
December 1971 as no evidence to the contrary was found. Tho 
tax foregone in this ca11e amounted to Rs.2,426. 

(3) A vehicle, which was reported to be under repairs from 30th 
January 1971 was sold in March 1972 to an.other person, uho 
applied for change of ownership and paid tax from 1st March 
1972. Remission of the tax for the period February 1971 to 
February 1972 amounting to Rs.2,183 was provisionally allowed 
by the taxing officer in March 1972 pending receipt of an 
enquiry report. No such report was either called for or received. 
The department stated (June 1973) that the papers in this case 
were not available. 

(b) Tax under the Act is payable in advance. In several cases it was 
noticed that claims for remission of tax, supported by surrender of 
documents, were accepted, though they were made long after the tax fell 
due and remission of tax allowed retrospectively. In eight such instances, 
the delays in preferring the claims ranged from one to six months. 

In November 1973, Audit had taken up with Government that in several 
cases exemption from tax was being allowed without adequate proof 
having been obtained or verification having been made that the vehicles 
were really unfit for use, and that the verification very often took place 
long a:fter the periods for which claims were made. Except for an interim 
reply (November 1973) saying that the matter was being taken up with 
the Transport Commissioner, no final reply has been received (September 
1974). 

40. Irregularities in realisation of cheques and drafts received in 
payment Of tax: In a vehicle registration office, it was noticed that as on 
31st March 1973, l'JO cheques for a total sum""of Rs.28,113 and ·58 bank 
drafts for a total amount of Rs.8,337 received from private parties as 
payment of tax dues, were remaining uncashed !or a long time. The year
wise details for these amounts are as shown below :_. 

Cheques Drafts 
Year ,.----.>..-----i 

No. Amount No. Amount 
Rs. Rs. 

1969-70 5 2,321S 10 1,412 
1970-71 18 9,312 6 1,085 
1971-72 .. 12 4,304 4 526 
1972-73 .. 16 12,172 33 IS,314 

60 28,113 58 8,337 -
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The cheques represent those that were dishonoured on presentation and 
the department stated (July 1973) that most of tlieee cases related to 
private parties whose whereabout& were not known 'but that necessary 
action had been taken for ·'realisation of the -am01mt.. The ·bank draft& 
represent those which had not been presented within the period o·f their 
validity and in many of the cases, efforts to get ,them revalidated could 
not succeed. It is likely that a major port~on of this Rs.36,450 will turn 
out to be a loss . 

.Audit also noticed in that office that no systematic record had been 
kept o~ the receipts of these cheques and drafts liond in. some of the cases, 
even the names of the parties from whom they were received were not 
available. There were inordinate delays in depositing these cheques and 
drafts in the bank for credit to G0overnment, the delays ranging from six 
months to two years in most of the cases. For instance, bank drafts for 
a total sum of Rs.2.80 lakhs received during the period October 1969 to 
June 1971 were deposited only in December 1971. 

The matter was brought to the notice of Government in September 
1973 and March 1974. No reply has been received (September 1974), 



CHAPTER V 

Other Reven111 Receipts 

This chapter covers the results of audit of receipts of State E.xc~se, 
Amusement Tax and the receipts of the Forest Department. 

Section A-State Excise 

41. Introductory: The receipts under this head comprise mainly duty 
and licence and permit fees levied on the production, possession, transport, 
purchase and sale of intoxicating liquors as well as sale .price including 
duty and licence fees on opium and other drugs·. The duties and licence 
fees are levied under the following enactments and the rules framed 
~hereunder :-

(1) Bengal Opium Act, 1878. 
(2) Bengal Excise Act, 1909. 

(3) Dangerous Drugs Act, 1930. 

( 4-) Bengal Opium Smoking Act, 1932. 

(5) West Bengal Molasses Control Act, 1949. 

(6) :Medicinal and Toilet preparation"'. (Excise Duties) Act, 1956. 

42. Loss of Molasses in transit and resultant loss of duty therefrom: 
Molasses, for production of spirits is imported from other .States on the 
basis of permits issued by the Commissioner of Excise, West Bengal, who 
is ex-officio Controller of Molasses, West Bengal, under the provisions 
of the Molasses Control Act, 1949. Although transit losses 
of molasses have been provided for, there is no prov1s1on 
in the departmental Manual or in the Molasses Control Act, 1949, laying 
down the admissible limits for the loss of molasses in transit or otherwise. 
It was. soon from the Stock account of molasses maintained by one of the 
distilleries that there were large discrepancies between the quantities 
noted in the railway receipts (5,048 MT) and the quantities actually 
received (4,534 MT), the 'lhort receipt amounting to a total of 514 
m~tric tonnes during the year 1972-73. No standard or ratio of production 
of alcohol in proportion to the molasses consumed had been laid down in 
the departmental manual. It was ascertained from the authorities of the 
distillery, that the rate of production of spirit from molasses varif'd owing 
to varyjng percentages of sugar contents in molasses consumed but that 
the average yield of alcohol would be 210 L.P. litre per metr1C' tonne of 
molasses. Accordingly, 514 metric tonnes of molasses could have produced 
about 107940 L.P. litrf's of spirits and duty payable on such a quantity 
would have amounted to Rs.22.67 lakhs. 

A similar loss of 403.9 metric tonnes of molasses out of 4342.6 M.T. 
despatched as per railway receipt was also noticed in the accounb of 
another distillery during the period August 1972 to :March 1973. Ou the 
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bnsiR of monthly production statement of that distillery during the year 
1972-73, t.he rate of production of spirits varied from 326 to 290 L.P. 
litres on an average per metric tonne of molasses. The Government thus 
suffered loss of duty amounting to about Rs.24.60 lakhs on this account. 

TheBe cases were brought to the notice of Government in IJecember 
1973. No reply has been received (September 1974). 

Section &-Amusement Tax 

48. Introductory: Amusement tax is levied under the Bengal 
Amusement Tax Act, 1922, on uH entertainments including exhibitions, 
cinemas, performances and games or sports to which persons are admitted 
on payment. The same Act also levies taxes on betting and tot.alisators 
in racing clubs. While the tax on cinema shows is collected by requiring 
the tickets for admission to be affixed with stamps of appropriate 
denomination, the taxes in respect of other entertainments are collected 
in cash. The assessment and collection of 1.he tax are carried out by the 
District Magistrates of the respective districts inchuling Calcutta . . 

44. Non-recovery of •'Show tax": Jly an mnendment to the Dengal 
Amuseme-ot Tax Act, 1922, made in February 1968, and re-enacted in 
October 1969, n show tax, separately recoverable from the proprietors of 
cinemas, was levied with effect from 11th March 1968 calculated on the 
basis of number of persons admitted to the cinemas in each show. A 
review by a.ud~t of the assessments made during 1972 in the Calcutta. area 
disclosecl that in one case, the tax liacl not llef:'n recovered from the date 
the Jevy came into force, viz., March 1968, the arrears amounting to 
Rs.64,318 upto December 1972 and in 13 other cases, the collection of the 
tax amounting to Rs.56,439 was in arrears ranging from 2 to 9 months. 
'l'he department stated {February 1973) that repeated efforts were made 
to .zecover the arrear dues from the defaulters and that the orders of 
Government sought in April 1971 for taking pen.al action against the 
defaulters were awaited. 

The case wns reported to Government in Octoher 1973. No reply has 
heen received so :far (September 1974). 

46. Exemption from fevy of tax: Uncler the provisions of the 
A'.musement Tax Act, exemptions :from tl1e levy of tax may be allowed 
under certain conditions and in addition Government is empowered to grant 
general or Apecia] exemptions in any case. On a review of the cases in 
which conditional exemptions were granted by Government during 
1971-72 in the. iCalcutta region, it was observed that in most of the cases 
the organisers had not Rubmitted their accounts and other evidence even 
after more than n year, to prove that the conditions prescribed in the law 
had been fulfilled by them. In 1 'T such cases the amount of tax foregone 
worked out to Rs.28,608. On this being pointed out the department 
atated (February 1973) that repeated reminders had been issued to t'he 
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parties concerned to submit the statements of accounts, except in one of 
the cases, which had since been closed. None of the defaulting parties 
were however called upon to pay the tax due for non-fulfilment of the 
conditions governing the exemption from tax. 

Section C~Forest receipts 

46. Introductory: The forest receipts comprise non-tax revenue 
arising mainly out of sale of forest produce, fees for licenses, etc. 

47. Loss of revenue in a sale contract: In October 1969, Govern
ment issued orders that, as several complaints were received about the sale 
of forest produce to paper mills, match factories, etc., at rates not in 
conformity with market rates, all cases of allotment of forest produce to 
the mills or factories otherwise than on the basis of open tenders or 
auctions should be referred to Government for approval before agreements 
for sale were executed. In November 1969, Government further directed 
that the schedule of rates for sale of forest produce should be revised as 
frequently as necessary but at least once in two years to bring it in 
conformity with the market rates. 

An agreement with a match factory for supply of matchwood from the 
forest divisions in a circle became due for renewal from 1st April 1970 and 
it was renewed in June 1970 for a further period of 5 years from 1st April 
1970 on the old terms and conditions, without referring the case to 
Government and obtaining their prior approval. The renewed agreement 
provided for supply of 5,G60 cubic metres of timber per annum at Its.33.54 
per cubic metre, a rate fixed in the previous agreement, though the market 
price of matchwood had increased meanwhile. The increase in markl•t 
rates necessitated an upward revision of the schedule of rates by Rs.10 per 
cubic metre and this was adopted m November 1970. Had the lea1>e 
taken into account the increase in market price, the Government could 
have bene:fitted during 'the period of contract to the extf'nt of Rs.2.83 
lakhs, based on the schedu]e of rates of November 1970. 

The matter wBR reported to Government in July 1971 but no final reply 
had been received so far (September 1974:)~ 

In another division, 5,695 tonnes of pulpwood were supplied to a paper 
mill during the years 1970-'71 to 1972-73 at Rs.17 and Rs.12 per metric 
~onne, for two types of pulpwood which were considerably lower than the 
rates fixed in the schedule 0£ rates of November 1970 (Rs.21.43) and the 
average auction rate (R'l.26.80). Prior approval of Government required 
ito be taken under the orders of Government issued in 0l'tobn 19G9 was 
not taken before entering into an agreement with the paper mill in 1970. 
The loss to Government on these sales amounted to over Rs. 78,000. 

The case wa'l reported to Government in September 1973. No reply 
has been received (September 1974). 
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48. Loss in the sale of right to collect Kendu leaves: Tenders for the 
right of collection of Kendu leaves from a forest di"ision for the period 
ht September 1970 to 31st July 1973 were invited in September 1970. 
The highest three offers were for RA.1,55,555, Rs.1,23,636 and Rs.1,11,111, 
respectively, but none of these offers could be accepted by the department 
as the tendere1s did not ngree to the i.tipulntion that the entir~ amount of 
offer shouhl be deposited in a single instalment within a specified date. 
No information was available a'! io why such a stipulation was made in 
this case, when generally tenders involving sales of forest produce 
exceeding Rs.5,000 in value used to provide for payment in convenient 
instalments. 'fhe matter was referred for legal opinion and based on the 
opinion received in January-March 1971, H was decided to reject all the 
tenders received earlier and invite freRh tenders with a. stipulation for 
payment of the hid amounts in three instalments. Tenders were again 
invited in April 1971 for the period 1st May to 15th July 1971 alone 
and tbe highest liid for Rs.6,666 was ac>cepted in May 1971. The right 
of collection for the period 1971-72 (a±ter 15th July 1971) to 1973-74 was 
auctioned in September 1971 for a total sum of Rs.41,500. Thus, as 
againRt the highest offer of Rs.1,55,555 recei"ed in September 1970 for 
the entire period up to July 1973 only a total sum of Rs.48,166 could be 
realised for the period up to March 1974. 

I The matter was reported to Government in November 1973. No reply 
has been received (September 1974). 
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APPENDIX 

Statement showing the comparative position of collcctic n llairir [ 1$72-73 

(Figures in crores of rupe{IB.) 

Name of the State Total Sales Taxes State Land Agri-
tax Tax on Excise Revenue cu tural 

revenue Vehicles Dutie11 Income-
tax 

( 1) West Benge.I 173·84 91·24 8·71 18·90 5·23 1·01 

(!) Maharashtra .. 302·67 174·66 16·33 10·12 10·25 (-)0·14 

(3) Tamil N&du 222·48 114 02 26·15 39·15 3·68 2·18 

(4:) J{arnataka 130·96 58·01 11·16 29·65 5·42 2·09 

(5) Andhra Pradesh 130·72 54·69 15·83 34·19 11·26 
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