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PREFATORY REMARKS

The Audit Report on Revenue Receipts of the Government of West
Bengal for the year 1983-84 is presented in a separate volume. The material
in this Report has been arranged in the following order:—

(i) Chapter 1 deals with the trend of revenue receipts classifying them
broadly under tax revenue and non-tax revenue. The variation
between the budget estimates and the actuals in respect of
principal heads of revenue and the position of arrears of revenue,
etc., are discussed in this chapter,

(ii) Chapters 2 to 6 bring out certain cases and points of interest that
came to notice during the audit of Sales Tax, Taxes on Vehioles,
Btate Excise, Land Revenue and other tax and non-tax receipts,






CHAPTER 1

GENERAL
1.1 Trend of revenue receipts

The total revenue receipts of the Government of West Bengal for the
year 1983-84 amounted to Rs. 1,533.13 crores, against the anticipated
receipts (including estimated net additional yield of Rs. 43.66 crores from
new taxation measures) of Rs. 1,563.86 crores. The total receipts during
the year 1983-84 registered an increase of 25.28 per cent over those in
1981-82 (Rs. 1,223.756 crores) and an increase of 11.16 per cent over those
in 1982-83 (Rs. 1,379.26 crores). Of the total receipts of Rs. 1,633.13
crores, the revenue raised by State Government amounted to Rs. 926.78
crores, of which Rs. 780.75 crores represented tax revenue and the remaining
Rs. 145.98 crores non-tax revenue. Receipts from the Government of India
amounted to Rs. 606.40 crores.

1.2  Analysis of revenue receipts

(a) GENERAL ANALYSIS

An anulysis of revenue receipts during the year 1983-84, along with
corresponding figures for the preceding two years, is given below:

1981-82  1982-83  1983-84
(In crores of rupees)

I Revenue raised by the State Government—
(a) Tax Revenue.. . .. 632,15 668.95 1780.75
(b) Non-tax Revenue os .. 12345 133.60 145.98

TotalI .. 765.60 802.56 926.78

II Receipts from the Government of India—
{a) State’s share of divisible Union taxes 348.09 379.25  433.92
(b) Grants-in-aid . . 120.08 197.46  172.48*

Total IT 468.15 5§76.71  606.40

III Total receipts of the State (I + IT) .. 1228.75 1379.26 1583.13
IV Percentage of I to III . . 61.7 58.2 60.4

*For details please sse Statement No.II “Detailed Accounts of Revenue by Minor
Heads” in the Finance Accounts of the Government of West Bengal 1983.84.



2
(b) TAX REVENUE RAISED BY THE STATE

Receipts from tax revenue constituted 84 per cent of the State’s own
revenue receipts during the year 1983-84. An analysis of the tax revenue
for the year 1983-84 and for the preceding two years is given below:

1981.82 1982-83 1983-84 Increase(+-)
or

Decrease(—)
in 1983-84

with re-
ference to

1982-83

(Tn orores of rupees)

(1) Taxes on Agrioultural Income .. 1.22 1.35 5.76 (+)4.41

(2) Other Taxes on Income and Expendi- 13.10 15.78 20.79 (+)5.01
ture

(3) Land Revenue . .. 22,39 3576 58.58 (+)22.82

{4) Stamps and Registration Fees .. 3447 30.32 42.32 (+)3.00

(6) *Taxes on Immovable Property .. 0.50 0.53 0.58  (+)0-056
(6) State Exoise . .. 58.06 60.36 69.66  (-)9-30
(7) Sales Tax . .. 379.04 380.63 450.08  (-+)60.43
(8) Taxes on Vehicles . .. 21.79 23.34 25.02 (+)1.68

(9) Taxes on Goods and Passengers .. 63.97 652.54 54.88 (+)2.29
(10) Taxes and Duties on Electricity .. 16.67 14.92 17.86 (+)2.94

(11) Other Taxes and Duties on Commodi-  30.94 35.42 35.29  (—)0.13
ties and Services

Total .. 632.15 668.95 780.75 (-+)111.80

(c) NON-TAX REVENUE OF THE STATE

Interest, Police, Education, Medical, Housing, Social Security and
Welfare, Minor Irrigation, Soil Conservation and Area Development, Dairy
Development, Forest, Industries, Mines and Minerals and Roads and Bridges
were the principal sources of non-tax revenue of the State.

*This head accommodates receipts under the West Bengal Multi-storeyed Buildings Tax
Aot, 1978,
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Receipts from non-tax revenue constituted 16 per cent of the revenue
raised by the State during the year 1983-84. An analysis of the non-tax
revenue for the year 1983-84 and the preceding two years is given below:

(1) Interest

(2) Police

(3) Education

(4) Medical

(6) Housing

(6) Social Security and Welfare

(7) Minor Irrigation, Soil Conservation
and Area Development

(8) Dairy Development
(9) Forest . .
(10) Industries
(11) Mmes and Minerals
(12) Roads and Bridges
(13) Others

Total

1981-82 1082.83 1983-84 Increase (<)

or
Decrease (—)
in 1983-84
with refer-
ence to
1982-83
(In crores of rupees)
17.59 24.38 32.35 (+)7.97
T5.70 4.7 6.06 (+)1.29
346 292 2.92
16.70 11.68 16.00 (+)4.32
2,60 3.07 3.56 (+)0.49
5.59 11.17 9.66 (—)1.61
2.66 2.89 3.29 (+)0.40
18.42 15.96 16.97 (+)1.01
15.61 19.29 21.47 (+)2.18
280 2.9 3.13 (+)0.18
2.96 6.29 3.79 (—)2.50
1.73 1.83 2.33 (+)0.50
27.66 26.40 24.45 (—)1.95
123.45 133.60 145.98 (4)12.38

Reasons for shortfall in collection of non-tax revenue wunder Social
Security and Welfare and Mines and Minerals, called for from the depart-

ments, are still awaited (March 1985).

1.3 New taxation proposals

During the year 1983-84, the State introduced various new measures of
taxation and also granted certain concessions. The net additional resources
of the State during the year 1983-84 were estimated at Rs. 43.66 crores.
Information regarding the actual net yield from these measures, called for
from the departments, are still awaited (March 1985).

2
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1.4 Variations between budget estimates and actuals

(i) The variations between budget estimates and actuals of tax revenue
and non-tax revenue during the year 1983-84 are given below:

Budget Actuals Variation  Peroentage
estimates Excess (+) of
Shortfall(—) variations
(In crores of rupees)
(a) Tax Revenue .. 860.19 780.75 (—)79.44 9
b) Non-tax Revenue . 140.83 145.98 (+)5.18

(i) The_-break-up of the variations under the principal heads of revenue
is given below:

Head of Revenue Budget  Actuals Variation Percentage
estimates Excess(+) of
Shortfall  variation
(=)
(In orores of rupees)

(A) Tax revenue—
(1) Taxes on Agricultural Income 1.33 5.76 (+)4.46 333
(2) Other Taxes on Income and Ex- 18.00 20.79 (+)2.79 16

penditure

(3) Land Revenue .. .. 76.73 58.58 (—)18.15 24
(4) Stamps and Registration . 41.52 42.32 (+)0.8 2
(5) State Excise . .. T4.50  69.66 (—)4.84 6
(8) Sales Tax . .. 498.81  450.08 (—)48.75 10
(7) Taxes on Vehicles .. 26.57 25.02 (—)1.56 6
(8) Taxes on Goods and Pa.s..sengers 62.40 . 54.83 (—)7.57 12
(9) Taxes and Duties on Electricity 23.37 17.86 (—)5.51 24
(10) Other Taxes and Duties on Com- 36.46 35.29 (—)1.17 3

modities and Services

(B) Non-Tax revenue—

(11) Interest .. .. 30.51 32.35 (+)1.84 6
(12) Police .. . . 3.25° - 6.06 (+)2.81 86
(13) Education .. .. 2.95 2.92 (—)0.03 1
(14) Medical. . .. .. 1617  16.00 (—)0.17 1
(15) Housing . 3.16 3.66 (+)0.40 13
(18) Social Security and Welfa.re . 6.89 9.66 (+)2.77 40
(17) Minor Irrigation, Soil Conserva- 4.90 3.29 (—)1.61 33
tion and Area Development
(18) Dairy Development .. 20.57 16.97 (—)3.60 17
(19) Forest .o . 18.23 21.47. (+4)3.24 18
(20) Industries . . 3.87 3.13 (—)0.74 19
(21) Mines and Mmera.ls .. 0.71 3.7 (+)3.08 434

(22) Roads and Bridges .. 183 2.33  (+)0.50 27
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(a) The increase of 333 per cent over the budget estimates under the
head ‘‘Taxes on Agricultural Income’ was stated to be mainly
due to improvement of tea industry which contributes a major
portion of the agricultural income tax revenue.

(b) According to the depurtment, the increase of 86 per cent over the
budget estimates under the head ‘‘Police’’ was due to larger
recovery on account of supply of police to other Governments.

(c) The increase of 40 per cent over the budget estimates under the head
““Social Security und Welfare’’ was stated to be on account of
(i) larger recoveries from the Food Corporation of India in
respect of administrative charges, godown rent, transport hiring,
etc., as also value of asseis transferred from the Food and Supplies
Department to the Food Corporation of India, (ii) larger receipts
from sale of unserviceable stores and (iii) larger receipts from
Government of India on account of irrecoverable loans to displaced
persons written off by the State Government.

1.5 Cost of collection

Expenditure incurred on collection under the principal heads of revenue
during the year 1983-84 and the percentage of cost of collection to revenue
collected during the three years 1981-82 to 1983-84 are given below:

Receipt head Gross Expendi- Percentage of cost of collection to
collection ture on fross collection

during collection
1983-8¢  during

1983-84¢ 1981-82 1982-83 '1983-84

(In crores of rupees)

1. Taxes on Agricultural 5.76 0.34 23.0 23.0 5.9
Income

2. Other Taxes on Income 20.79 0.29 1.6 1.5 1.4
and Expenditure

8. Land Revenue* .. 58.58 9.83 3.1 24.6 16.8

4. Stamps and Registra- 42.32 4.69 12.4 10.8 1.1
tion Fees

B. State Excise .. 69.66 4.31 5.5 6.8 6.2

6. Sales Tax .. 450.06 4.49 0.8 1.0 1.0

7. Taxes on Vehicles .. 25.02 0.91 3.3 3.4 3.6

8. Taxes on Goods and 54.83 2.17 2.6 3.9 4.0
Passengers

9. Taxes and Duties on 17.86 0.4 1.7 1.8 2.5
Electricity

10. Other Taxes and Du- 35.29 0.09 0.4 0.3 0.3
ties on Commodities
and Services

11. Forest* .. .. 21.47 1.95 11.1 8.7 9.1

sForest Department has several functions not directly connected with the sale of forest
produce, Only direot expenditure on forest produte has beep shown, Sumilarly, in respe
of Land Revenue, dirpot cost of collection oply has been shown.
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1.6 Outstanding Inspection Reports

(i) Audit observations on incorrect assessments, under-assessments, non-
levy, or short-levy of taxes, duties, fees and other revenue receipts, etc., and
deficiencies in initial accounts noticed during local audit and not settled on
the spot are communicated to the heads ot offices and to the next higher
authorities through inspection reports for prompt action. The more important
irregularities are also reported to heads of departments and Gtovernment for
initiating immediate correctivé actions. Government have prescribed that
first replies to the inspection reports should be sent by the heads of oflices
to the heads of departments within three weeks from the date of receipt of
the inspection reports. The heads of departments, in turn, are required to
transmit such replies alongwith their comments to the Accountant General
within two months from the date of receipt of replies from their subordinate
offices. Half-yearly statements of audit objections, awaiting settlement for
want of final replies from the departmental authorities, are forwarded to the
Government in June and December every year for expediting clearance of
the outstanding objections.

The number of inspection reports and audit objections issued up to March
1984, which were pending settlement by the departments as on 30th
September 1984, alongside corresponding figures in the preceding two yeuars,
are given below:

As at the end of September

1982 1983 1984

Number of inspection reports not settled .. 2,180 2,551 2,135
Number of outstanding audit objections .. 3,304 2,741 2,369
Money value of outstanding audit objections .. 42.20 62.05 90.72

(In crores of rupees).

Receipt-wise break-up of the inspection reports issued up to March 19384,
but outstanding as at the end of September 1984, is given below:

Head of receipts Number Number Amount

of of out- (In lakhs
inspection standing of
reports andit rupees)
objections

1. Agricultural Income Tax .. .. 31 36 83.30
2. Land Revenue .. .. 117 631 5,176.57
3. Stamp Duty and Regmtra.tlon Fees .. 629 289 26.63
4. Non-judicial Stamps . .. 35 12 1.18
6. State Exoise .. .. .. 162 192 622.20
6. Sales Tax .. . 167 584 1,402.38
7. Motor Vehicles Tax .. . 237 313 26340
8. Entry Tax - . . 481 130 130.21
9. Eleotriocity Duty .. - . 122 21 661.00
10. Amusement Tax .. .. . 81 66  167.48
11. Departmental Receiptd . ve 73 96  538.06

2,135 2,369 9,072.41
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(ii) Out of the 2,135 inspection reports awaiting settlement as at 30th
September 1984, even first replies had not been received (September 1984)
in respect of 1,392 inspection reports, containing 6,774 audit objections.
Receipt-wise break-up of these objections is given below:

Head of receipts Number Number Earliest
of of audit  year(s) to
inspection objections  which

reports inspection

reports.
pertain
1. Agricultural Income Tax . . 23 88 1975-76
2. Land Revenue .. . .. 84 1,489  1970-72
3. Stamp Duty and Registration Fees .o v 289 1,022 1972.73
4. Non-judicial Stamps - .. 28 52 1977-78
5. State Exoise . .. . 145 411 1073-74
6. Sales Tax . . . 95 645 1978-79
7. Motor Vehicles Tax . . 153 839 1972-73
8. Entry Tax . . . 356 1,361 1972-73
9. Electricity Duty .. . . 97 396 1975-76
10. Amusement Tax 65 186  1971.72
11. Departmental Receipts 58 285 1979-80

1,392

814
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CHAPTER 2
SALES TAX
2.1 Results of Audit

During the year 1983-84, test audit of records of Commercial Tax Odices
revealed under-assessment of tax, amounting to Rs. 223.69 lakhs in 62 cases,
which are broadly categorised as under:—

Number Amount

of  (Inlakhs
cases of

rupees)
1. TIrregular grant of exemptions/concessions .. 15 5.73
2. Incorrect determination of gross/taxable turnover . 11 203.76
3. Incorrect computation of tax .. .. . 7 1.83
4. Incorreot classification of goods .. .. 1 0.23
5. Application of incorrect rate of tax . . 4 1.10
6. Non-levy of penalty .. . . 5 4.51
7. Others .. . . . . 19 6.53
62 223.69

A few important cases are mentioned in the succeeding paragraphs.

2.2 Irregular allowance of deductions from turnover

Under the Central Sales Tax Aect, 1936, in determining the taxable
turnover of a dealer, a deduction on account of tax collected by the deaier
is allowed from the aggregate of the sale prices as per a prescribed formula,
provided that the tax collected has not been otherwise deducted from the
aggregate of the sule prices. According to the formula, the amount of such
deduction directly varies with the rate of tax leviable. As per judicial
pronouncement®, the deduction shall not be available unless the dealer con
prove that turnover includes Central sales tax. Sales in the course of
export are not taxable under the Act, while inter-State sales made to
registered dealers are taxable at the concessional rate of 4 per cent (instead
of the normal rate of 10 per cent), provided such sales are supported by the
prescribed declarations. An inter-branch transfer of goods does not
constitute a sale, for the purpose of levy of tax, when the prescribed
declaration is furnished in support.

(i) In three cases, the exemptions claimed by the dealers on account of
sales in the course of export and inter-branch transfer of goods outside the
State during the period from May 1978 to March 1979 (which were not

*Rallis India Limited Vs, the State of Andhra (53/STC/267).



supported by the prescribed declarations), were disallowed by the assessing
authoritv and tax at the rate ot 10 per cent wus levied on the taxable turn-
over determined, only after allowing deductions (Rs. 74,54,014) bascd
on the tax rate of 10 per cent. Apparently, no sales tax had been collecced
by the dealer as he had claimed exewptions on the ground of sales in the
course of export und inter-branch trunsfer ot goods outside the State (in
which cases tax is not leviable). No deduction was, iherefure, admissible
to the dealers. The incorrect deductions allowed resulted in under-assessment
of tax amounting to Rs. 7,45,401.

On this being pointed out in audii (June 1984), the department stated
(June 1984) that steps were being taken for revision of the assessment.
Report ou action taken is awaited (March 1985).

(ii) In ussessing (March 1980) and reassessing (February 1983) u dealer
on nis twinover amounting to Rs. 4,29,49,808 for the year ended March
1976, the deduction on account of tax element to be ullowed for determining
the taxabl e turnover was erroneously computed as Rs. 1,78,36,042, instead
of as Rs. 31,81,467. The error resulted in under-assessment of tax amounting
to Rs. 8,h3,394.

On the mistake being pointed out in audit (August 1983), the department
made (Ap.il 1984) a de novo assessment by accepting further declarations
from the iealer and raised an additional demand for Rs. 1,00,384. The
demand was realised in June 1984.

(iii) A dealer of Calcutta showed his taxable turnover as Rs. 2,33,41,465
for the year ending March 1979 after deducting from his gross turnover
an amount of Rs. 9,28,835 on account of sules tux collected by him. DBut
the assessing officer, while determining the amount of sales tax payable by
the dealer, also allowed a deduction amounting to Rs. 9,54,987, which was
not correct. The mistake resulted in under-assessment of tax amounting

to Rs. 44,093.

On this being pointed out in audit (April 1983), the depurtment admitted
the mistake and agreed (June 1983) to take action in the matter. Report
on action taken is awaited (March 1985).

(iv) In assessments (June 1982 and December 1982) of two other
dealers for the years ended June 1978 and December 1978 respectively,
claims for concessional rate of tax of 4 per cent on account of sales to
registered dealers were disallowed because of non-submission of the prescribed
declarations by the dealers and tax at the normal rate of 10 per cent was
levied. But in determining the taxable turnover, excess deductions were
allowed, based on the tax rate of 10 per cent, instead of at 4 per cent at
which tax was actually collected by the dealers. The mistake revulted in
tax being levied short by Rs. 29,487.
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Un the mistakes being pointed out in audit (May and June 1984), the
department agreed (May and June 1Y84) to take necessary action. Report
on action taken is awaited (March 1985).

(v) Under the Bengal Finance (Sales Tax) Act, 1941, in determining
the taxable turnover of a dealer, sales of tax-free goods specified in
Schedule I to the Act are deducted from the gross turnover of the dealer.
“Green tea leaves’” are not included in Schedule I and accordingly their
sale is taxable at the normal rate.

At Calcutta, in assessing (June 1982, and February 1983) a dealer to
tax for the years ended December 1974 and December 1975, his sales nf
green tea leaves aggregating Rs. 2,81,276 and Rs. 90,040 respectively were
wrongly deducted from his gross turnover, treating the item as tax-free
goods. The incorrect deduction resulted in tax and surcharge amounting
to Rs. 23,159 not being realised.

Un this being pointed out in audit (May 1983), the department admitted
the mistake and agreed (May 1983) to reassess the dealer. Report on
reassessment is awaited (March 1985).

The above cases were reported to Government between April 1984 and
August 1984; their reply is awaited (March 1985).

2.3 Irregular grant of exemption from payment of tax

(i) Under the Bengal Finance (Sales Tax) Act, 1941 and the rules
made thereunder, sales of tea made at auctions in Calcutta and Siliguri were
exempt from levy of tax under certain conditions upto August 1977. There-
after, tax on such sales became leviable at the general rate (6 per cent
upto 9th October 1977 and 7 per cent from 10th October 1977 to 31st
March 1979).

In the assessment of a dealer (March 1982) for the year ended 3lst
March 1978, sales of tea aggregating Rs. 1,47,35,865, effected during the
period from 1st September 1977 to 31st March 1978, were exempted from
levy of tax, even though these sales were made after August 1977. The
irregular grant of exemption resulted in under-assessment of tax and
surcharge amounting to Rs. 10.50 lakhs.

On the mistake being pointed out in audit (May 1982), the department
agreed (August 1983) to review the assessment.. Report on action taken is
awaited (March 1985).

(ii) Under the Bengal Finance (Sales Tax) Act, 1941 and the rules made
thereunder, sales of all varieties of textile fabrics made wholly or partly
of cotton, staple fibre, rayon, artificial silk or wool are exempted from levy
of tax. Fibre glass tapes (made of glass fibre) are not textile fabrics and
their sales are accordingly assessable to tax at the rate applicable to sale
of general goods.



At Oalm:m whﬂe assessing (December 1980) a dea.ler on hm salea ioz:’f:k

' the year ended 31st December 1977, sales of fibre glass tapes amou,ntmg -
Rs. 44,97,318 were exempted from levy of tax. Similar sales were, however,

asseSSed to tax during the subsequent assessment years. The irregular .
grant of exemption from tax on sales effected upto 31st December 1977
resulted in tax amounting to Rs. 2,80,498 (including surcharge) not bemg
realised,

On this being pointed out in audit (November 1983), the department‘
admitted (November 1983) the mistake and agreed to review the case.
Report on action taken is awaited (March 1985).

(ii1) Under section 5 of the Central Sales Tax Act, 1056, sale of goods
in the course of export out of India is exempt from tax. The last sale
or purchase of any goods preceding the sale or purchase occasioning the”
export of those goods out of the territory of India is deemed to be the sale
or purchase in the course of export, if such last sale or puvrchase took place
after, and was for the purpose of complying with, the agreement or order
for or in relation to such export. The Commissioner of Commercial Taxes had
clarified in November 1980 that a manufacturer purchasing packing materials
or boxes for use in the packing of the manufactured goods to be exported by
‘bhim out of the territory of India, would not be entitled to the benefit of
exemption from payment of sales tax under section 5(3) of the Central Sales
Tax Act, 1956 read with section 5(2)(a)(v) of the Bengal Finance (Sales
Tax) Act, 1941. v e

In assessing (May 1981 and September 1982) a dealer on his sales for
the years ended December 1977 and December 1978 respectively, turnover
amounting to Rs. 10,84,957 and Rs. 5,45,500, represcnting sale value of
steel drums used as containers for exporting ‘Sal fat oil’ were exempted from
levy of Central sales tax, treating the sales as in the course of export. The
exemption granted was not correct in view of the aforesaid clarification
given by the Commissioner of Commercial Taxes. The incorrect grant of
cxemption resulted in tax amounting to Rs. 1,63,045 not being realised.

On this being pointed out in audit (February 1984), the department
proposed (May and August 1984) to review the assessment. Report on action
taken is awaited (March 1985). ;

(iv) Under the Bengal Finance (Sales Tax) Act, 1941, no tax is leviable
on sale of ‘cotton’. However, on sale of ‘absorbent cotton’ (processed
cotton), which is commercially different from ‘cotton’, tax is leviable at the
general rate. O e

~ In assessing (December 1981) a dealer for the year ended March 1978, no o
tax was levxed on sales of absorbent cotton amounting to Rs. 11 82‘
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On this being pointed out in audit (Smbu 19&3), °nf
admitted (November 1983) the mistake. Report on actmn takahl await
(March 1985). 4

(v) Under the Bengal Finance (Sales Tax) Act, 1941 and the rules mada:ﬁ ]
thereunder, sales of cotton waste were exempt from levy of tax upto ' Oth
July 1978. Tax at the rate of 7 per cent was leviable on such sales
thereafter.

On sales of cotton waste amounting to Rs. 2,26,099, made by a dealer
during the period from 10th July 1978 to 31st March 1979 tax amountmg
to Rs. 16,278 was leviable, but was not levied.

On this being pointed out in audit (November 1983), the department

agreed (December 1983) to revise the assessment order. Report on revision
is awaited (March 1985).

The above cases were reported to Government between January 1983 and
July 1984 ; their reply is awaited (March 1985).

2.4 Irregular allowance of concessional rate

(i) Under the Central Sales Tax Act, 1956 and the rules made thereunder,
inter-State sales to (Government departments are taxable at the concessional
rate of 4 per cent provided such sales are supported by the prescribe:d
declarations from the purchasing departments. Inter-State sales to co-
operative societies and corporations, which are not Government departinents,
are, however, taxable at the rate of 10 per cent.

(a) In assessing (June 1982) a dealer of Calcutta for the year ended
June 1978, sales amounting to Rs. 57,12,912, made to co-operative societies
and a company, were assessed at the concessional rate of 4 per cent, instead
of at 10 per cent. The mistake resulted in under-assessment of tax amounting
to Rs. 3,29,691.

(b) In another case, in assessmg (February 1982) a dealer of (lalcutta
on his sales for the year ended December 1978, sales amounting to
Rs. 10,13,419, made to co-operative societies and a company, were erroncously
assessed to tax at the concessional rate of 4 per cent, instead of at 10 per cent.
The mistake resulted in under-assessment of tax amounting to Rs. 58,466.

The mistakes were pointed out in audlt (June 1984) ; rep'ly of the
department is awaited (March 1985).

(ii) As per the Bengal Finance (Sales Tax) Act, 1941 md mtf,j
'West Bengal Sales Tax Act, 1954 and the rules made th reunds
registered dealer could purchase goods (other than notified c ditie
‘the West Bengal Sales Tax Act, 1954), without payment of f
\“Apnl 1976 and at a/ conceuional rate of tax thmaftet provid
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goods were required by him for use directly in manufacturing, making ot
processing of a notified commodity, and provided also a declaration to that
effect was furnished by him to the seller in the prescribed form. In the
event of incoirect declaration being furnished by the dealer, he was liable
to punishment, which could be compounded on payment of a sum uot
exceeding double the amount of tax.

At Calcutta, a dealer, engaged in the manufacture of biscuits, purchased
(during the period from October 1973 to November 1977) groundnut oil
valuing Rs. 49,68,804, by furnishing a declaration to the effect that the oi.
was intended to be used by him directly in the manufacture of biscuits.
The oil so purchased was, however, given by him to another manufacturer
in exchange for a different commercial product (viz., bakery grade vanaspati)
having distinctive name, churacter and use, though derived from groundnut
oil. It was confirmed by the dealer that specially-made bakery grade
vanaspati only could be used for manufacturing biscuits. As the groundnut
oil puvchased was not directly utilised in the manufacture of biscuits, tax at
the normal rate of six per cent amounting to Rs, 2,81,719 was leviable, 1s
against Rs. 19,115 actually levied. The irregular grant of concession
resulted in tax being levied short by Rs. 2,62,604. For furnishing incorrect
declaration, the dealer was also linble to punishment which could lLe
compounded on payment of an amount not exceeding Rs. 5,25,208.

On this being pointed out in audit (September 1980), the department
stated (June 1983) that the groundnut oil was required by the dealer in
counection with the manufacture of biscuits and that groundnut oil was
converted into hydrogenated vegetable oil (by processing it at another
manufacturing firm) which was used in the manufacture of biscuit. The
issue ot declaration form was, therefore, stated to be in order. The reply
given by the department is not tenable because groundnut oil as such was
not used by the dealer for the manufacture of biscuits and vanaspati which,
in fact, was used Ly him for this purpose, was an entirely different commercial
product.

(1i) As per the Bengal Finance (Sales Tux) Act, 1941, on sale of goods
made by one registered dealer to another registered dealer, tax js leviable
at the concessional rate of 3 per cent if the goods are to be used by the
purchasing dealer directly in the manufacture (in West Bengal) of goods
for sale in the State and if a declaration in the prescribed form is furnished
by the purchasing dealer; otherwise, such sales are taxable at the rate of
7 per cent.

At Calcutta, on sales amounting to Rs. 82,65,721, made by a registered
dealer during the year ended Aso Bodi 2034 GD (1977-78), tax was levied
(May 1982) at the concessional rate of 3 per cent, although sales amounting
to Rs. 77,29,642 only were supported by preseribed declarations. Tax levied
short on sales amounting to Rs. 5,36,079, which were not supported by the
prescribed declarations, amounted to Rs. 21,391.



14

On this being pointed out in audit (July 1983), the department admitted
(August 1983) the mistake. Report on rectificatory action tauken is awaited
(March 1985).

The above cases were reported to Government between August 1983 and
February 1984; their reply is awaited (March 1985).

2.5 Turnover escaping assessment

(i) Under the West Bengal Sales Tax Act, 1954, all dealers of notified
commodities are required to compu’sorily register themselves with the Sales
Tax authority and all sales of such commodities, irrespective of the quantum
of turnover, are liable to tax. Carrying on business without registration
is an offence, punishable with simple imprisonment or with fine or both.
Bricks (other than fire bricks) and roofing tiles are declured as notified
commodities with effect from lst September 1977,

Cross verification of the records of the Land Revenue department of
Howrah district for the period from 1977-78 to 1983-84 with those of the
Sales Tax department revealed that 89 out of 115 brick manufacturers,
engaged in the business of selling bricks manufactured by them, were not
registered as dealers under the Act and were, therefore, not assessed to tax.
Sale value of the bricks manufactured by such manufacturers during the
period from 1977-78 to 1983-84 amounted to Rs. 82,20,000 (based on the
average value of bricks sold, as determined by the assessing officer in
respect of other registered dealers of the district). The non-registration
of these dealers resulted in tax amounting to Rs. 5.38 lakhs not being
reslised. The dealers were also liable to penal action for their failure to get
themselves registered with the Sales Tax department.

On this being pointed out in audit (March 1984), the department stated
(September 1984) that action had since been initiated for registration of the
89 dealers. Report on action taken is awaited (March 1983).

(1ii) (a) In an assessment (May 1982) of a dealer of Calcutta for the
year ended May 1978, sales of semi-processed and unfinished goods
amounting to Rs. 19,54,776, exhibited in the certified accounts of the
dealer, were omitted to be takeu into account for purposes of levy of tax. The
omisgsion resulted in under-assessment of tax and surcharge amounting to
Rs. 1,40,734.

On the omission being pointed out in audit (May 1984), the department
agreed (May 1984) to revise the assessment. Report on action taken is
awaited (March 1985).

(b) In assessing (March 1983) another dealer of Calcutta for the year
rnded March 1979, sales of stores valuing Rs. 3,39,000, shown in the certified
necounts of the dealer, were not included in his turnover. This resulted
¥n tax being levied short by Rs. 24,406 (including surcharge).
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On the omission being pointed out in audit (May 1984), the department

agreed (June 1984) to examine the cuse. Report on examination is awaited
(March 1985).

(¢) In ussessing (December 1981) a dealer on his sales for the year ended
December 1977, sales of inventories amounting to Rs. 2,97,363 were
erroneously excluded from his gross turnover for purposes of levy of tax.
The mistake resulted in under-assessment of tax and surcharge amounting’
to Rs. 18,747.

On the mistake being pointed out in audit (December 1982), the
department agieed (Febrary 1983) to take necessary action, Report on action
taken is awaited (March 1985).

(iii) Under the Bengal Finance (Sales Tax) Act, 1941 and the Cential
Sales Tax Act, 1956, sales tax is levied on ' the aggregate of the sale
prices received and [or receivable in respect of sale of any goods made during
auy prescribed period. The amount received or receivable on account of
price difference of any goods forms part of the sale price.

(2) In assessing (April 1980 and December 1981) a dealer on his sales
for the periods ended 31st March 1977 and 1978, amounts of Rs. 53,637 and
Rs. 96,232 received by the dealer on account of variation in prices of goods
sold within the State and those sold in the course of inter-State trade or
commerce respectively in earlier years were omitted to be included in the
taxable turnover of the dealer. These were also not considered for levy
of tax in the assessment year to which these sales pertained. The omission
resulted in tax being levied short by Rs. 12,969,

On the omission being pointed out in audit (July 1983), the department
recovered the amount from the dealer in August 1983.

(b) In assessing (March 1983) a dealer on his sales for the year ended
March 1979, sales of raw materials amounting to Rs. 8,08,542 were omitted
to be taken into account, resulting in tax being levied short by Rs. 11,879.

On this being pointed out in audit (March 1984), the department admitted
(March 1984) the mistake. Report on rectificatory action taken is awaited
(March 1985). '

The above cases were reported to Government between June 1983 and
August 1984 ; their reply is awaited (March 1985).

2.6 Incorrect determination of turnover

() Under the Bengal Finance (Sales Tax) Act, 1941 and the rules made
thereunder, if a dealer fails to submit his returns within the prescribed
period or submits incorrect or incomplete returns, the assessing officer shall
proceed to assess the tax due to the best of his Jud‘g'ement after ohserving the
formalmcs prescribed under the Act. '
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As per judicial pronouncements* in best judgement aSsessment, the
estimation of turmover in such cases should be what the assessing officer
honestly believes to be a fair estimate, after taking into consideration the
circumstances and his own knowledge of the previous returns and the
assessments of the assessee and all other matters which would
assist him in arriving at a fair and proper estimate. The order by the
assessing officcr must also disclose the basis for best judgement.

The assessment of u dealer, who had failed to furnish his returns inr
the yeur ended March 1980, was completed (January 1983) on best judge-
ment basis, determining his gross turnover at Rs. 1,00,000. The assessment
order did not indicate the basis on which this figure was arrived at by the
assessing officer. The uverage annual gross turnover of the dealer, as
assessed in the previous three years, amounted to Rs. 40,95,000. There
was, therefore, no rationale in determining the gross turnover of the dealer
at Rs. 1,00,000 only. Based on the same annual average, gross turnover
of the dealer for the year ended March 1980 was determined short by
Rs. 39.95 lakhs, resulting in under-assessment of tax by Rs. 2,96,429.

On this being pointed out in audit (March 1984), the department stated
(October 1984) that the assessment had since been revised and further
demand for Rs. 3,75,000 (including Rs. 5,000 towards penalty) raised. The
department also stated that the dealer was not traceable. Report on recovery
is awaited (March 19856).

(ii) Under the -Bengal Finance (Sales Tax) Act, 1941, tax is payable
by a dealer on his taxable turnover, arrived at after allowing certain
permissible deductions from gross turnover.

At Calcutta, in an assessment (January 1983) of a dealer, his gross
turnover for the year ended March 1979 was determined on best judgement
basis at Rs. 10,00,000 after rejecting the dealer’s return indicating his sales
as Rs. 1,27,400. The audited annual accounts of the dealer (a copy of which
was available in the assessment records), however, showed that his sales
during the year ended March 1979 amounted to Rs. 18,34,374. The taxable
turnover had, therefore, been determined by the assessing officer short by
Rs. 8,34,374. The mistake resulted in under-assessment of tax and surcharge
amounting to Rs. 98,298.

On the mistahe being pointed out in audit (February 1984), the depart-
ment stated (October 1984) that review proceedings had since been initiated.
Report on action taken is awaited (March 1985).

The above cases were reported to Government between February 1984
and June 1984 ; their reply is awaited (March 19856).

*NOTE—(i) Jhagru Shaw and Others Vs. Commissioner of Commercial Taxes, Weat
Bengal (17/STC/1966/130).
(ii) Dewan Hamman Manmohan Vs. State of Andhra Pradesh (11/STC/473)
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2.7 Misclassification of goods

(i) Under the West Bengal Sales Tax Act, 1954, paper of all varieties
and descriptions, other than newsprint, is a notified commodity and on 1its
sale, tax is leviable at the rate of 9 per cent (8 per cent upto 3Ist March
1979). ‘Paper board’ is a separate notified commodity under the Act and,

on its sale, tax is leviable at the rate of 3 per cent with effect from 1st
April 1977,

Tn assessing (between October 1978 and July 1982) a dealer in puper
on his sales amounting to Rs. 30,27,529 made during the years ending
bétween 30th June 1977 and 30th June 1980, tax was levied at the rate
of 3 per cent, treating the commodity as ‘‘paper board’’, instead of at the
vorrect rate of 8 or 9 per cent. The misclassification resulted in under-
ussessment of tax and surcharge amounting to Rs. 1,52,968.

On the mistake being pointed out in audit (April 1984), the department
ugreed (May 1984) to take necessary action. Report on action taken is
awaited (March 1986).

(ii) UUnder the Central Sales Tax Act, 1956, certain specified items made
of iron and steel are declared as goods of special importance in inter-State
trade or commerce. Sales of such declared goods under the Bengal Finance
(Sales Tax) Act, 1941, to registered dealers against prescribed declarations
are exempt from levy of local sales tax, while such sales to unregistered
dealers are liable to tax at the rate of 4 per cent. Shots and grits manu-
factured from iron and steel are not declared goods and, therefore, their
sales are taxable at the rates prescribed for unspecified items.

In an assessment (March 1983) of a dealer of Calcutta for the year
ending March 1979, sales of shots and grits amounting to Rs. 2,00,022
made to registered dealers were exempted from levy of tax and sales
amounting to Rs. 45,88,891 made to unregistered dealers were assessed to
tax at the rate of 4 per cent, erroneously treating them as declared goods.
The misclassification resulted in under-assessment of tax and surcharge
amounting to Rs. 1,55,883.

On the mistakes being pointed out in audit (April 1984), the department
stated that considering the manufacturing process involved and the merits
of the case, the above items were considered as declared goods. The law,
however, does not permit any scope for deviating from the list of declared
goods specified under the item ‘iron and steel’.

(iii) Under the Bengal Finance (Sales Tax) Act, 1941, sale of calculating
machines (an item specified in Schedule II to the Act) was taxable at the
rate of 12 per cent, while sale of unspecified goods was taxable at the rate
of 6 per cent (upto 9th October 1977).
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In assessing (December 1977) a dealer of Calcutta for the year ending
December 1973, sales of calculating machines amounting to Rs. 16,75,350
were assessed to tax at the rate of 6 per cent (treating these as unspecified
goods), instead of at the correct rate of 12 per cent. The misclassification
resulted in under-assessment of tax amounting to Rs. 86,125.

On the misclassification being pointed out in audit (May 1978), the
department stated (August 1984) that this had been brought to the natice
of the appellate authority, with whom the case was pending in some other
connection. Report on finul action taken is awaited (March 1985).

(iv) Under the West Bengal Sales Tax Aect, 1954, notified commodities
under the Act are subject to single point taxation. Sensitized and specially
processed papers are included in the schedule of notified commodities from
Ist April 1979. Photographic paper is, however, not a notified commodity
and stands included in item 6 of Schedule II to the Bengal Finance (Sales
Tax) Act, 1941. On its sale, tax is leviable at 12 per cent,

In assessing (July 1981) a dealer on his sales for the year ended 31st
March 1980, sales of photographic paper amounting to Rs. 99,062 were
exempted from levy of tax, treating it as a notified commodity, which was
incorrect. The mistake resulted in tax amounting to Rs, 10,609 not being
realised.

On this being pointed out in audit (April 1982), the depnrtment stated
(June 1983) that photographic paper is a specially processed paper, which
is a notified commodity under the West Bengal Sales Tax Act, 1954. The
replv given was not correct, as sale of photographic paper continues to be
taxable at 12 per cent under the Bengal Finance (Sales Tax) Act, 1941.

The above cases were reported to Government between December 1982
and September 1984 ; their reply is awaited (March 1985).

2.8 Application of incorrect rates of tax

(i) Under the Bengal Raw Jute Taxation Act, 1941, the occupier of a
jute mill is liable to pay tax on the purchase turnover of raw jute at the rate
of 4 per cent (3 per cent prior to 1st April 1980).

At Calcutta, the purchase turnover of raw jute of a dealer (occupier of
a jute mill), during the period from January 1981 to December 1981, was
determined (February 1983) on hest judgement basis at Rs. 5,00,00,000. The
assessing officer levied tax at the rate of 3 per cent on the turnover
amounting to Rs. 1,02,43,084 pertaining to the period from January 1981 to
March 1981 and at 4 per cent on the remaining turnover amounting to
Rs. 3,97,66,916 for the period from April 1981 to December 1981, although
tax on the entire turnover was leviable at the rate of 4 per cent. The
mistake resulted in short levy of tax amounting to Rs. 1,02,431.
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Un this being pointed out in audit (June 1984), the department admitted
(June 1984) the mistake. Report on action taken is awaited (March 1985).

(ii) Under the Bengal Finance (Sales Tax) Aot, 1941, sales of goods
inctuded in Schedule II to the Act are liable to tax at rates higher than the
rates applicable to sale of general goods.

(2) On sales of cinematographic und certain other goods (included in
Schedule 1I) amounting to Rs. 7,00,000, made by a dealer during the year
ended March 1979, tax was levied (January 1983) at 7 per cent (which rate
is applicable to sale of general goods), instead of at the correct rate of
i2 per cent. The mistake resulted in tax being levied short by Rs. 32,070
(including surcharge).

Ou the mistake being pointed out in audit (March 1983), the department
agieed (March 1983) to take appropriate action in the matter. Report on
action taken is awaited (March 1985).

(b) Similarly, on sales of truck mounted hydraulic cranes (included in
Schedule II), made by a dealer during the period from 29th May 1978 to
31st December 1978, tax was levied (November 1982) at the rate of 7 per
ceut, instead of at the correct rate of 12 per cent. The mistake resulted in
under-assessment of tax and surchargs amounting to Rs, 13,924.

On the mistake being pointed out in audit (March 1983), the department
agreed (March 1984) to take action in the matter. Report on action taken
is awaited (March 1985).

(1i) As per the Bengal Finance (Sales Tax) Act, 1941, on sales of
paints and varnishes, tax is leviable at the rate of 12 per cent.

On sales of paints and varnishes aggregating Rs. 4,17,386, made by a
dealer during the year ended Chaitra 1385 B.S. (14th April 1979), tax was
erroncously levied at 7 per cent upto 31st March 1979 and at 8 per cent
thereafter (treating the commodities as general goods) instead of at 12 per
cent. The mistake resulted in tax and surcharge being levied short by
Rs. 18,819.

On this being pointed out in audit (February 1984), the department
audmitted the mistake and agreed (February 1984) to review the case.
Report on rectification is awaited (March 1985).

(iv) Under the Bengal Finance (Sales Tax) Act, 1941 and the rules
framed thereunder, sales to registered manufacturers were taxable at the
rate of 2 per cent upto 9th October 1977 and at 3 per cent from 10th October
1977 to” 31st March 1981, subject to production of declarations in the
prescribed form from the purchasing dealers.

4
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In assessing (November 1982) a dealer of Calcugta for the year ended
December 1978, sales amounting to Re. 15,68,460 made to registered
manufacturers were taxed at the rate of 2 per cent, instead of at the correct
rate of 3 per cent. The mistake resulted in under-assessment of tax
amounting to Rs. 16,5620.

Un the mistake being pointed out in audit (May 1983), the department
revised the assessment in July 1984 and raised further demand for Rs. 16,5:20.
Report on recovery is awaited (March 1985).

(v) Under the Bengal Finance (Sales Tax) Act, 1941, on sales of
fertilisers, tax is leviable at the rate of 2 per cent. ‘Dolomite’, being a type
of mineral stone (mainly employed in muking of cement and lime), is
different from fertilisers and sales thereof are chargeable to tax at the rate
(6 per cent upto 9th October 1977 and 7 per cent from 10th October 1977 to
31st March 1979) applicable to sale of general goods.

In the assessment of a dealer of Calcutta for the year ended Chaitra 1384
B.S. (i.e., 15th April 1977 to 14th April 1978), on sales of dolomite amounting
to Rs. 2,98,938, tax was levied at 2 per cent (which rate was applicable to
sale of fertilisers), instead of at the correct rate of 6 per cent upto 9th
October 1977 and 7 per cent thereafier. The mistake resulted in under-
assessment of tax and surcharge amounting to Rs. 14,201.

On the mistake being pointed out in audit (December 1983), the depart-
ment agreed (December 1983) to review the assessment. Report on action
taken is awaited (March 1985).

(vi) Under the West Bengal Sales Tax Act, 1964, with effect from 1st
September 1977, on sale of fans including specified component parts thereof,
tax was leviable at the rate of 12 per cent, which was raised to 13 per cent
from 1st April 1979. With effect from 26th February 1980, the rate of tax
on sale of specified component parts of fans was revised to 3 per cent, when
these were sold to registered manufacturers and to 13 per cent, when sold
to others.

In the assessment (February 1983) of a dealer for the year ended March
1979, on sales of specified component parts of fans amounting to Rs. 1,53,908
and Rs. 30,706 made to registered manufaciurers and other dealers, tax was
levied at the rates of 3 per cent and 7 per cent respectively, instead of at tha
correct rate of 12 per cent. The mistakes resulted in under-assessment of
tax and surcharge amounting to Rs. 13,724.

On this being pointed out in audit (March 1984), the department agreed
(March 1984) to review the assessment. Report on action taken is awaited

(March 1985).
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(vii) Under the Bengal Finance (Sales Tax) Act, 1941, sales of general
goods were taxable at the rate of 6 per cent upto 9th October 1977 and at
7 per cent from 10th October 1977 to 31st March 1979.

In assessing (May 1982) a dealer for the year ended Ashar 1385 B.S.
(17th July 1977 to 16th July 1978), his entire sales of general goods aggregat-
mg Rs. 14,67,694 were assessed to tax at the rate of 6 per cent, although
part of the sales pertaining to the period from 10th October 1977 ta 16th
July 1978 were taxable at the rate of 7 per ceni. The mistake resulted in
under-assessment of tax amounting to Rs. 10,594 including surcharge.

On the mistake being pointed out in audit (November 1983), the
department agreed (December 1983) to take action in the metter. Report
on action taken is awaited (March 1985).

The above cases were reported to Government between August 1983 and
May 1984; their reply is awaited (March 1985).

2.9 Failure to detect errors in declaration and covering statements

Under the Central Sales Tax Act, 1956 and the Bengal Finance (Sales
Tax) Act, 1941, inter-State sales of goods and intra-State sales to registered
dealers and manufacturers are taxable at concessional rates provided the
dealer claiming such concession produces, in support thereof, declarations
in the prescribed forms from the purchasing dealers.

(i) On sales amounting to Rs. 98,29,123 made by a registered dealer, to
a manufacturing registered dealer during the year ended December 1975,
tax was levied (December 1979) at the concessional rate of one per cent.
The supporting declarations contained totalling errors, as a result of which -
sales to the manufacturing dealers had been overstated by Rs. 15,25,488.
The assessing authority’s failure to detect the errors resulted in tax being
levied short by Rs. 78,532.

On this being pointed out in audit, the department admitted (July.1980)
the mistake and agreed to take appropriate action. Report on action taken
is awaited (March 19856).

(ii) On the basis of totals of sales, as shown in the covering statements
of declarations, furnished by a dealer in support of his claim for concessional
rate of tax for the year ended June 1978, tax on sales amounting to
Rs. 47,57,362 and Rs. 1,17,55,671 was levied at the concessional rate of
2 per cent and 3 per cent respectively. The totals in the statements were,
however, overstated by Rs. 3,06,512 and Rs. 14,71,834 respectively; but
the assessing authority failed to notice the same, As a result, tax was
levied short by Rs. 71,239‘. T

c7322
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On the failure being pointed out in audit (May 1984), the department
agreed (May 1984) to revise the assessment. Report on rectification is
awaited (March 1985).

(iii) Under the Central Sales Tax Act, 1966 and the rules made there-
under, any subsequent sale of goods in course of their movement from oune
State to another, effected by transfer of documents of title to such goods,
is exempt from :evy of tax, provided such subsequent sale is supported by
prescribed declarations/certificates.

In assessing (February 1982) a dealer of Calcutta on his sales for the
year ended December 1978, his claim for exemption from levy of tax on
subsequent sales amounting to Rs. 21,70,187 was allowed on the basis of
the total of such sales shown in the covering statement of declaration forms
filed by the dealer. But the total in the statement was overstated by
Rs. 5,15,104. The assessing authority’s failure to detect this mistake resulted
in tax amounting to Rs. 46,828 not being realised.

On the failure being pointed out in audit (May 1984), the department
agreed (May 1984) to take necessary action for realisation of tax. Report
on action taken is awaited (March 1985),

(iv) In the assessment (July 1982) of a dealer for the year ended
October 1978, the dealer’s claim for the concessional rate of tax at 4 per
cent on inter-State sales of Rs. 7,47,908 was allowed on the basis of the
total (Rs. 7,47,903) shown in the statement of declaration forms filed by
him. It was, however, noticed in audit (September 1983) that the total of
the statement was overstated by Rs. 4,32,598. The failure of the depart-
ment to detect this mistake resulted in tax being levied short by Rs. 22,689.

On this being pointed out in audit (September 1983), the department
admitted the mistoke and agreed (November 1983) to realise the amount
short assessed. Report on action taken is awaited (March 1985).

(v) In assessing (October 1981) another dealer on his sales for the year
ended October 1977, the dealer’s claim for concessional rates of tax on sales
to registered dealers for resale and for manufacturing purposes was a'lowed
on the basis of totals of Rs. 4,79.157 and Rs. 4,32.166 respectively shown
in the statements of declarations produced by him. The totals of the state-
ments were overstated by Rs. 99,874 and Ra. 1,21,964 respectively, which
remained unnoticed during assessment. This resulted in tax being levied

short by Rs. 10,119,

On this being pointed out in audit (September 1983), the department
admitted the mistake and agreed (November 1983) to realise the tax short-
assessed. Report on recovery is awaited (March 1985).

(vi) In the assessment of a dealer of Calcutta for the year ended June
1978, made in June 1982, tax was levied at the concessional rate of 4 per
cent on sales ampunting to Rs. 53,43,617 as shown in the covering list of
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declarations filed by the dealer. A scrutiny of this list in audit, however,
revealed that the total had been overstated by Rs. 6 lakhs. Non-verification
of the total of the list by the assessing authority, thus resulted in turnover

amounting to Rs. 5 lakhs escaping taxation and consequent under-assess-
ment of tax by Rs. 26,223,

On this being pointed out in audit (May 1983), the department sdmitted

the mistake and agreed (June 1983) to realise the tax short levied. Further
development is awaited (March 1985).

.(vii) Under the Benga. Finance (Sales Tax) Act, 1941 and the rules
made thereunder, sales of goods (mentioned in Schedule II to the Act),
made by one registered dealer to another registered dealer for resale inside
the State, qualify for deduction from the gross turnover, provided prescribed
declarations are furnished in support of such sales.

In finalising (October 1981) the assessment of a dealer for the year ended
October 1977, a deduction amounting to Rs. 5,15,156 was allowed on account
of sales of goods mentioned in Schedule 1I. A scrutiny in audit of the
covering statement of declarations, however, showed that the total of the
sales shown in the statement was overstated by Rs. 1,45,916, which escaped
the notice of the assessing authority. This resulted in tax (including
surcharge) being levied short by Rs. 17,190.

On this being pointed out in audit (September 1983), the department
admitted (November 1983) the mistake and agreed to realise the tax levied
short. Report on recovery is awaited (March 1985).

The above cases were reported to Government between October 1980 and
August 1984; their reply is awaited (March 1985).

2.10 Mistakes in computation

(i) The sales turnover of a dealer in respect of beer, India-made foreign
liquor and imported foreign liquor for the period from lst January 1978 to
December 1978 was erroneously determined at Rs. 28,75,382, Rs. 3,76,914
and Rs. 33,671 instead of at Rs. 17,74,678, Rs. 8.83,601 and Rs. 1.64.080
respectively. The mistake resulted in tax being levied short by Rs. 1,00.562
(including surcharge).

On this being pointed out in audit (February 1984), the department
admitted (February 1984) the mistake. Report on rectificatory action taken
is awaited (March 1985).

(ii) In the assessment of a dealer of Calcutta for the year ended
2036 R.N. (1978-79), made in March 1983, his taxable turnover was
erroneously determined at Rs. 10,11,931 instead of at Rs. 20,11,931. The
mistake resulted in tax apd surcharge being lpvied short by Rs, 71,995,
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On this being pointed out in audit (February 1984), the department
admitted the mistake and agreed (February 1984) to take action in the
matter. Report on rectification is awaited (March 1985).

(1ii) In Calcutta, in finalising (July 1982) assessment of a dealer for
the year ended July 1978, tax at the rate of 15 per cent leviable on his
taxable turnover of Rs. 26.95.000 was wrongly computed as Rs. 3.37.350
instead of as Rs. 3,89,250. The mistake resulted in tax being levied short
by Rs. 57,090 (including surcharge).

Un the mistake being pointed out in audit (September 1283), the depart-
ment agreed (November 1983) to review the assessment. Report on
rectification is awaited (March 1985).

(iv) In reassessing (July 1983), a dealer on his sales of goods amounting
to Rs. 4.567,281, tax was erroneously computed as Rs. 49,660 instead of um
Rs. 59,332, resulting in short-realisation of tax amounting to Rs. 10,639
(including surcharge).

On the mistake being pointed out in audit (August 1983), the depart.
ment recovered the amount in April 1984.

(v) In assessing (March 1983) a dealer on his sales amounting to
Rs. 4,80,38,603 during the year ended March 1979, tax at different rates was
erroneously computed as Rs. 15,46.219 instead of as Rs. 15,67,446. 'The
mistake rvesulted in undercharge of tax and surcharge amounting to
Rs. 21,227,

On the mistake being pointed out in audit (August 1983), the depart-
ment revised the assessment in June 1984. Report on recovery is awaited
(March 1985).

(vi) At Calcutta, the gross turnover of a dealer and allowable deduction
therefrom for the year ended June 1978 amounted to Rs. 6,61,88,670 and
Rs. 3.84,28,7569 respectively. The taxable turnover thus worked out to
Rs. 2.77,69,911, but by mistake, tax was levied on sales amounting to
Rs. 2.74,69,911. The mistake resulted in under-assessment of sales hv
Rs. 3,00,000 and consequent short levy of tax and surcharge by Rs. 21,599.

On the mistake being pointed out in audit (June 1984), the department
agreed (June 1984) to revise the assessment. Report on rectification is
nwaited (March 1985).

(vii) In respect of the assessment year 1978-79, the deductions admissible
to a dealer amounted to Rs. 12,39,669, but erroneously he was allowed
(January 1983) deductions amounting to Rs. 14,39,669. The excess
deduction of Rs. 2,00,000 resulted in under-assessment of tax (including
surcharge) amounting to Rs, 14,399,
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On the mistake being pointed out in audit (May 1983), the department

agreed (June 1983) to revise the assessment. Report on action taken is
awaited (March 1985).

(viii) In assessing (March 1983) a dealer on his sales for the year ended
March 1979, the amount of tax payable after adjustment of advance tax
paid was erroneously computed as Rs. 1,20,462 instead of as Rs. 1,32,262,
resulting in under-assessment of tax amounting to Rs. 11,800.

On this being pointed out in audit (August 1983), the department
admitted the mistake (August 1983). Report on rectification is awaited
(March 1985).

The above cases were reported to Government between March 1984 aud
August 1984; their reply is awaited (March 1985).

2.11 Non-levy of turnover tax

Under the Bengal Finance (Sales Tax) Act, 1941 and the West Bengal
Sales Tax Act, 1954, a dealer, whose aggregate gross turnover during the
last year ending on or before 3lst March 1979, exceeded Rs. 50 lakhs, is
liable to pay turnover tax at the prescribed rate from 1st April 1979.

(i) No turnover tax was levied and ccllected for the year 1979-80 in
respect of a dealer of Calcutta who became liable to pay tax from 1st April
1979. Turnover tax not levied amounted to Rs. 22,424.

On this being pointed out in audit (September 1983), the department
admitted the omission (September 1933). Report on rectification is awaited
(March 1983).

(ii) On gross turnover of a dealer amounting to Rs. 72,50,090 for the
period ended AB 2036 GD (1979-80), assessed in March 1983, turnover tax
was not levied although his gross turnover in the previous year ending
October 1978 exceeded Rs. 650,00,000.

Similarly, on gross turnover of another dealer amounting to Rs. 26,23,141
for the period ended Chaitra 1386 BS (1979-80), turnover tax was not levied
although his turnover in the previous year ending April 1978 exceeded
Rs. 50,00,000. The omissions resulted in turnover tax amounting to
Rs. 49,366 not being realised in these cases.

On the omissions being pointed out in audit (January 1984), the depart-
ment stated (November 1984) that the matter regarding levy of turnover
tax in the case of first dealer was being taken up and in the case of the other
dealer turnover tax amounting to Rs. 13,116 had since been realised (Angust
1984). Report on action taken in the case of first dealer is awaited (March
1985).
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(iii) In Malda district, in assessments of a dealer, for the years ended
March 1980 and March 1981, made in November 1982, no turnover tax wus
assessed and realised, though his aggregate gross turnover during the year
ending on or before 31st March 1979 exceeded the specified limit. 'I'his
resulted in non-rea’isation of turnover tax amounting to Rs. 22,000 und
Rs. 23,000 respectively (calculated at the rate of one per cent on the taxahle
turnover of Rs. 22,00,000 and Rs. 23,00,000 during the aforesaid periods).

On this being pointed out in audit (August 1983), the department agreed
(August 1983) to levy turnover tax. Report on recovery is awaited (March
1985).

The above cases were reported to Government between January 1984 and
May 1984; their rerly is awaited (March 1985).

2.12 Non-levy of purchase tax

Under the Bengal Finance (Sales Tax) Act, 1941, every dealer, who
purchases goods for use in execution of contracts and whose notified purchase
price paid or payable during the year ending on or before 31st March 1979
exceeded ripees two lakhs is liable to pay a purchase tax at the prescribed
rate from 1st April 1979. The purchase tax is payable in addition to the
tax payably by him under sections 5 and 6B of the Act.

(i) In 1espect of a ship-repairing dealer, whose purchases of goods for
use in the execution of contracts during the year ended 31st May 1978
exceeded rupees two lakhs, purchase tax amounting to Rs. 35,333 on his
notified purchases (amounting to Rs. 35,33,2568), made during the subsequent
period from June 1979 to May 1982, was omitted to be levied.

On the omission being pointed out in audit (August 1983), the depart-
ment stated (September 1984) that the assessments had been reviewed
(November 1983) and the demands were being pursued. Report on recovery
is awaited (March 1985).

(ii) At Calcutta, a ship-repairing dealer, purchased goods for over rupees
two lakhs for use in the execution of contracts during the year ending June
1978. On his notified purchases for Rs. 18,98,477, made during the period
from April 1979 to June 1980, purchase tax amounting to Rs. 18,986 was
leviable but was not levied.

On the omission being pointed out in audit (July 1983), the department
stated (September 1984) that revision proceedings has heen initiated with
respect 1o the assessment year ended June 1979. Further development is
awaited (March 1985).

The above cases were reported to Government in April 1984; their reply
is awaited (March 1985).
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2.13 Non-levy or short-levy of surcharge and additional surcharge

Under the Bengal Finance (Sales Tax) Act, 1941, if the annual gross
turnover of . dealer exceeds Rs. § lakhs, he is liable to pay a surcharge
(including additional surcharge) at the rate of 10 per cent on the total
amount of che sales tax payable by him.

(i) Although the gross turnover ot a dealer for two consecutive assessment
years ended 2034 K.B. (24th October 1976 to 11th November 1977) and
2045 K.B. (12th November 1977 to 31st October 1978) amounted to Rs. 5
lakhs and Rs. 20 lakhs respectively, surcharge (including additional
surcharge) was not levied resulting in surcharge amounting to Rs. 16,867
not being realised.

On the omission being polnted out in audit (March 1984), the department
agreed (March 1984) to revise the assessments. Report on rectification is
awaited (March 1985).

(it) In assessing (February 1983) a dealer for the year ended March 1979,
surcharge and additional surcharge on sales tax amounting to Rs. 1,62,356
was erroneously calculated at one per cent instead of at ten per cent. The
mistuke resulted in surcharge and additional surcharge being levied short by
Rs. 14,657,

On this being pointed out in audit (November 1983), the department
stated (July 1984) that assessment had been reviewed and fresh notice issued
asking the dealer to deposit additional dues. Report on recovery is awaited
(March 198b6).

The above cases were reported to Government between February 1984 and
July 1984; their reply is awaited (March 1985).

214 Non-levy of penalty for concealment of sales

As per the Bengal Finance (Sales Tax) Act, 1941, if a dealer, in the return
submitted by him, furnishes incorrect particulars of his sales with intent to
reduce the amount of tax payable by him. he is liable to pay, by way of
penalty, a sum not exceeding one and a half times the amount of tax payable
in respect of the sales concealed by him. The Central Sales Tax Act, 1956
provides that the same penal provisions, as are contained in the general sales
tax law of the respective State, shall also be applicable in cases where
incorrect particulars are furnished in the returns submitted by a dealer under
the Central Act.

(i) At Calcutta, a dealer, in his returns, had shown his sales during the
year ended June 1970 as Rs. 1,79,349. At the time of assessment, however,
he disclosed the amount of his sales as Rs. 27,89,798. For concealment of
part of his sales in the returns, penalty not exceeding Rs. 1,49,564 was
leviable on the dealer, but was not levied.

6
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On the omission being pointed out in audit (June 1983), the department
stated (November 1984) that a penalty of Rs. 1,12,000 had since been
imposed on the dealer, and that the matter had been referred to the Certificate
Officer for realisation of the dues. Report on realisation is awaited (March

1985).

(ii) In assess\ng Wanuary 1983) a dealer on his sales for the year ending
Aso Sudi 2038 (1980-81), no penalty was imposed for suppression of sales
of poppy seeds amounting to Rs. 1,10,000, although the sales were taken into
account for purposes of levy of tax. Maximum amount of penalty leviable
in this case amounted to Rs. 12,243.

On this being pointed out in audit (September 1983), the depurtment
admitted (May 1984) the mistake and agreed to take action. Report omn
action taken is awaived (March 1985).

The above cases were reported 1o Government between Januury 1984 and
April 1984; their reply is awaited (March 1985).

2.15 Affording of excess credit

Under the Bengal Finance (Sales Tax) Act, 1941 and the rules made
thereunder, a denler is required to furnish, along with his returns, treasury
challans showing the amount of tax deposited by him on the basis of his
returns. The amount so deposited by the dealer is adjusted against the tax
assessed at the time of final assessment.

At Calcutta, in the assessment (February 1982) of a dealer for the year
ended Chaitra 1384 B.S. (14th April 1977 to 14th Apil 1978), credit on
account of tax deposited by the dealer in August 1977 was allowed for
Rs. 1,67,699, although as per the treasury challan submitted by him along
with his first quarterly return, the tax actually deposited amounted to
Rs. 1,16,599. The istake resulted in short assessment of tax by
Rs. 51,000,

On this being pointed out in audit (February 1984), the department
admitted the mistake and agreed (March 1984) to realise the tax short
assessed. Report on recovery is awaited (March 1985).

The case was reported to Government in July 1984 ; their reply is awaited
(March 1985).



28

CHAPTER 3

TAXES ON VEHICLES
3.1 Results of Audit
Test check of the uccounts on motor vehicles tax in various offices under
the Home (Transport) Department, conducted in audit during the year

1983-84, revealed non-realisation or short-realisation of revenue amounting
to Rs. 20.71 lakhs in 575 cases, which may be broadly categorised as under:

Number Amount

of (In lakhs

cases of rupees)

1. Non-realisation or short-realisation of read tax, penalty, 235 7.79
and fees ‘

2. Incorrect fixation of registered laden weight... . 61 1.35

3. Application of incorrect rate of tax . . 108 0.62

4. Unauthorised plying of vehicles without payment of road 20 7.81

tax
5. Others . .. . . . 156 3.64
575 20.71

Besides, motor vehicles records were not produced by the departmental
authorities to Audit in 1,272 cases, involving tax effect of Rs. 26.09 lakhs.

Some of the important cases are mentioned in the succeeding paragraphs.

3.2 Non-levy of road tax from the dates of purchase of vehicles

Under the West Bengal Motor Vehicles Tax Act, 1979, every personm,
who owns or keeps in his possession or ‘control any motor vehicle, is liable
to pay road tax at the prescribed rate. Vehicles maintained for military
purposes are, however, exempt from levy of tax. The tax is payable in
advance and, when a vehicle has not been used for a certain period, on
application of the owner, the taxing authority may, after satisfying itself
about the non-use of the vehicle, refund or remit tax for the perio(! .for
which the vehicle has not been used. Under the rules for claiming remission
of tax, it is obligatory on the part of the vehicle owner to surrender the
registration certificate, etc., to the department. Ex post facto remission. of
tax is not permissible where registration certificate has not been obta.uu?d
for a vehicle. As per the provisions of the Motor Vehicles Act, 1939, in
case of transfer of ownership of a vehicle, it is incumbent upon the transferee
to report such trangfer to the registering authority within 30 days of the
fransfer,
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In three regional offices in three districts [24-Parganas (N), Howrah and
Birbhum], 256 ex-army transport vehicles were purchased by various persons
through auctions held between July 1975 and December 1982. Necessary
information of such transfer or prescribed declarations were not furnished,
nor were any application for remission of tax made by such persons to the
registering authority. These vehicles were produced for registration between
January 1982 and November 1983, i.e., 1} years to 7 years after the dates
of purchuse. Road tax in respect of these vehicles was realised from the
dates of registration instead of from the dates of purchase. The omission to
levy tax from the dates of purchase resulted in tax being levied shori by
Rs. 1,83,400.

On this being pointed out in audit (July-August 1983), the department
stated (August 1983-March 1984) that road tax could not be realised as the
vehicles were not registered and were also not fit for plying on the road.
The reply is not tenable as under thé ‘West Bengal Motor Vehicles Tax Act, 1979,
road tax became payable as soon as the ownership of ex-military vehicles
was transferred on auction sale.

The matter was reported to Government in February-March 1984.
Government directed (6th March 1984) all the registering authorities that
tax in such cases should be collected from the dates of purchase of the
vehicles. Government also stated that the feasibility of making rules for
registration of disposal vehicles was under consideration. Report on action
taken is awaited (March 1985). :

3.3 Short realisation of road tax on seized vehicles

Under the West Bengal Motor Vehicles Tux Act, 1979, a vehicle may
be seized and detained by the authorised officer, if it plies on road withnut
payment of road tax. The vehicle so seized may be released, if payment
of the tax due, together with the prescribed penalty, is made by the vehicle
owner to the taxing officer within 30 days of the detention of the vehicle.
In the event of non-payment of tax and the penalty, the vehicle may be
sold, unless, within a further period of 15 days, five times the annual tax
due is paid by the vehicle owner. '

(i) In Asansol region, two transport vehicles were seized on 15th
Sentember 1982 and 13th Qctober 1982 respectively for non-payment of tax
from February 1980 onwards. The vehicles were detained up to 24th March
1983 and 31st March 1983 respectively. As the period of detention exceeded
45 days, the vehicle owners were liable to pay Rs. 2,02,628 being five times
the amount of annual tax. But the vehicles were released on realisation of
Rs. 80,098 (tax Rs. 40,526 and penalty Rs. 39,572) only. This resulted in
short-realisation of revenue to the extent of Rs. 1,22.530.

On this being pointed out in audit (August 1983), the taxing authority
stated (August 1983) that realisation of five tjmes the annual tax was not
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mandatory. The view of the departinent is not tenable in view of the
specific provision of the Act.-

(ii) Similarly, in Midnapur region, a transport vehicle was seized by the
authorised officer on 18th October 1982 for non-payment of tax from
November 1980. The vehicle was detained up to 7th January 1983, but the
tax due along with penalty was not paid by the registered owner of the
vehicle during the period of detention. As the period of detention of vehicle
exceeded 45 days, the registered owner of the vehicle was liable to pay
Rs. 46,980, being five times the amount of annual tax due. But the vehicle
was released on 8th January 1983 on realisation of only Rs. 18,792 (lax

. 9.396 and penalty Rs. 9,396) from the owner. The non-observance of
the aforesaid provisions of the Act resulted in short-realisation of revenus
to the extent of Rs. 28,188.

On the short realisation being pointed out in audit (July 1983), the
department stated (July 1983) that the matter had been referred to the
concerned registering authority for action. Report on action taken is
awaited (March 1985),

The above cases were reported to Government in March 1984 ; their reply
is awaited (March 1985).

3.4 Irregular fixation of seating capacity in respect of stage carriages

Under the West Bengal Motor Vehicles Tax Act, 1979, road tax in
respect of public service vehicles is assessed at the prescribed rates on the
basis of their seating capacity. The Bengal Motor Vehicles Rules, 1940
lay down the norms for minimum seating space for each passenger. Govern-
ment had instructed the registering authorities in January 1974 that the
mimmum Seating capacity in respect of each vehicle should be fixed in
accordance with the prescribed norms so that variations in seating capacity
in respect of vehicles of the same make, model and wheel base should not
occur.

In West Dinajpur, Midnapore (East) and Midnapore (West), the minimum'
seating capacity was not prescribed beforehand in respect of vehicles having
the same make, model and wheel base. As a result, tax at different rates
was levied, based on different seating capacities adopted by the vehicle
owners. Out of the 73 cases checked in audit, the svating capacity was
found to have varied between 38 and 49 seats in 34 cases and between 39 and
50 seats in 39 cases of vehicles of same categories. Taking the seating
capacity of each of these vehicles as 49/60 seats, the tax levied short for the
periods between July 1976 and July 1983 amounted to Rs. 1.05 lakhs.

On the omission to fix the seating capacity being pointed out in audit
(June-July 1983), two registering authorities agreed (July 1983) to review
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the- cases and one registering authority stated (June 1983) that Governwent
order for fixution of the minimum seating capacity hud not been received
by him. Report on final action tuken is awaited (March 1985).

The matter was reported to (Government in February-May 1984; their
reply is awaited (March 1985).

3.5 Short levy of tax on articulated vehicles

As per the Motor Vehicles Act, 1939, an ‘‘articulated velicle’’ means a
tractor to which a trailer is attached in such a manner that a part of the
trailer is superimposed on, and a part of the weight of the trailer is borne
by, the tractor. The combination of the tractor and trailer is a transport
vehicle as clarified (July 1975) by Government. In terms of the Bengal
Motor Vehicles Rules, 1940, the registered laden weight of a transport
vehicle shall be fixed at 125 per cent of the maximum laden weight, as
certified by the manufacturer. Road tax is leviable on the basis of the
registered laden weight. Rate of tax on transport vehicle is higher than
that leviable on a trailer.

(i) On three articulated vehicles registered at Julpaiguri between January
1980 and April 1980, road tax was levied at the rate applicable to trailers,
instead of at the rate applicable to transport vehicles. The mistake resulted
in under-assessment of tax amounting to Rs. 22,326 for various periods
between January 1980 and December 1983.

On the mistake being pointed out in audit (January 1984), the depart-
ment agreed (January 1984) to realise the tax short levied. Report on
recovery is awaited (March 1985).

(ii) In Calcutta region, an articulated vebicle was registered in March
11981. The maximum laden weight of the vehicle being 32,622 kgs. (as
certified by the manufacturer), the registered laden weight should have been
fixed at 40,652 kgs. (i.e., at 125 per cent of 32,522 kgs.), but it was
erroneously fixed at 28,460 kgs. The mistake resulted in under-assessment
of road tax amounting to Rs. 15,475 during the period from March 1981 to
August 1983.

On the mistake being pointed out in audit (December 1983), Government
ntated that the fixation of the registered laden weight was made inadvertently,
The registering authority also agreed (December 1983) to take necessary
action. Report on action taken is awaited (March 1985).

The above cases were reported to Government in July and August 1984;
their reply is awaited (March 1985).
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3.6 Escapement of road tax

The Motor Vehicles Act, 1939, provides that in case of registration of a
vehicle on transfer ot owner<hip from one region to another, the transfciee
shall report such transfer to the new registering authority within 30 days of
the transfer and shall forward the ceitificaie of registration to the new
registering authority together with a “no objection certificate” issued by the
previous registering authority. The new registering awchority is required

to communicate the fact of transfer of ownership to the previous registering
authority.

«i) A vehicle which was registered in Howrah region was, on transfer of
ownership in January 1980, registered in Calcutia region on the basis of a
“no objection certificate” purporting to have been issued by the registering
authority in Howrah region. The registering authority in Calcutta region,
however, did not intimate the fact of registration to the previous registering
authority in Howrah region. A cross checking in audit of the records of the
registering authority in Howrah region with those of the registering
authority in Calcutta region showed that the previous vehicle owner had not
paid road tax for the period from April 1976 to December 1979, that the road
permit of the vehicle had been cancelled in the year 1977 and that the
registrution had been suspended in the year 1978 for default in payment of
tax. On an enquiry in audit, the registration authority, Howrah, also stated
(April 1982) that he had not issued any ‘‘no objection certificate’” in this
case. The registering authority at Calcutta later reported (February 1984)
that “‘no ohjection certificate’’, on the basis of which he had registered the
vehicle in January 1980 had since been misplaced somewhere and was not
available. Apparently, this ‘““no objection certificate’”” was fake; but this
fact went unnoticed since the registering authority at Caleutta had failed to
communicate the fact of registration done by it on change of ownership of
the vehicle to the previous registering authority in Tlowrah. The failure
resulted in esoupement of road tax amounting to Rs. 25,390 in respect of this
vehicle for the period from April 1976 to December 1979.

The case was reported to Government in August 1984; their reply is
awaited (March 1985).

(i1) A vehicle registered at Jalpaiguri was removed to Ilaryana in
Septewnber 1976 without payment of road tax for the period from 1st January
1975 to 31st August 1976. Before issuing the ‘‘no objection certificate’’ for
registration of the vehicle in Haryann, the registering authoxity at Jalpaiguri
did not insist upon the realisation of road tax for the above period from the
vehicle owner. The omission resulted in road tax and penalty amounting to
Rs. 10,719 not heing realised.

On the omission being pointed out in audit (December 1980), Government
stated (Tanuary 1984) that the case had heen referred to the concernod
registering authority in Haryana for realisation of the dues. Report on
recovery is awaited (March 1985).
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3.7. Short realisation of road tax on temporary permits

Under the West Bengal Motor Vehicles Tax Act, 1979, road tax at
prescribed weekly rates is payable in respect of vehicles which are registered
in other States and are brought into West Bengal under temporary permits.

1n Calcutta region, in respect of 172 transport vehicles, which were
registered in other States, and were brought into West Bengal on temporary
pernits between October 1981 and March 1983, tax amounting to Rs. 16,458
was recovered short owing to mistakes in calculation of tax.

On this being pointed out in audit (December 1983), the department
admitted (February 1984) the mistakes and agreed to take necessary steps
for realisation. Report on recovery is awaited (March 1985).

The case was reported to (Government in August 1984; their reply is
awaited (March 1985).

3.8 Shorc realisation of road tax due to non-verification of demands

As per the West Bengal Motor Vehicles Tax Act, 1979 and the rules
made thereunder, owners of motor vehicles are required to deposit snch
amounts of tax as are certified by the taxing officer to be correct with
1eference to the tax demand register in which demands and collections of tax
are recorded.

In Calcutta region, in respect of 60 transport vehicles, tax was accepted
without proper verification of the demands resulting in short realisation of
tax amounting to Rs. 13,043.

On this being pointed out in audit (October 1983), the department
admitted the mistake and realised (October 1983—August 1984) Rs. 2,154
«from owners of ¢ transport vehicles. Report on recovery of the balance
amount is awaited (March 1985).

The matter was reported to Government in August 1984; their reply is
awaited (March 1985).

3.9 Non-realisation or short-realisation of penalty for belated payment of
road tax

Under the West Bengal Motor Vehicles Tax Act, 1979, the registered
owner of a motor vehicle is required to pay road tax within the prescribed
period, including a grace period of 15 days. In the event of delay in making
the payment, penalty is leviable at varying rates, ranging from one-fourth
of the amount of tax to the full amount of tax, depending upon the period
of delay in payment.
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In five districts (Tamluk, Darjeeling, Cooch Behar, Purulia and
24-Parganas), penalty for delay in payment of tax was not levied in 116
cases, while it was levied at incorrect rates in 2 cases. The omission resulted
in non-realisation or short-realisation of penalty amounting to Rs. 29,999.

Un this being pointed out in audit (between June 1983 and January 1984),
the department agreed (June 1983—January 1984) to realise the penalty.
Report on recovery is awaited (March 1985).

The matter was reported to Government (March 1984—May 1984); their
reply is awaited (March 1985).

3.10 Irregular grant of rebate on road tax

As per the West Bengal Motor Vehicles Tax Act, 1979, the registered
owner of a vehicle is required to pay road tax in respect thereof within the
prescribed period, including a grace period of 15 days. If in respect of
transport vehicles, road tax for a full year is paid in advance, a rebate at
the rate of 5 per cent of the tax is allowed to the vehicle owner. As
clarified by the department in March 1981, the rebate is not admissible in

cases where road tax for full year is paid by the vehicle owner during the
grace period of 15 days.

In three regional offices (Cooch Behar, Siliguri and Calcutta),  per cent
rebate 1n tax was allowed in respect of 72 vehicles during May 1980 to
October 1983 even though the annual road tax had been deposited by the

vehicle owners during the grace period of 15 days. The rebate irregularly
granted to the vehicle owners amounted to Rs. 11,972.

Ou this being pointed out in audit (November-December 1983), two taxing
authorities admitted the mistake and agreed (December 1983) to take
necessary action. Report on recovery and the action taken by the third
taxing authority (at Calcutta) are awaited (March 1986).

The matter was reported to Government in April-August 1984; their
reply is awaited (March 1985).
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CHAPTER 4

STATE EXCISE
4.1 Results of Audit

Test check of records of the excise offices, conducted in audit during the
year 1983-84, revealed short collection of excise duty amounting to
Rs. 12,064.28 lakhs in 27 cases, which may be broadly categorised as under:

Number Amount
of (In lakhs
cases  of rupees)

1. Non-levy or short-levy of excise duty/fee .. - 10 11,950.25
2. Non-levy of duty on chargeable wastage of spirit . 4 6.77
3. Loss of spirit in redistillation '.. . . 4 94.56
4. Others .. .. .o . - 9 12.71

27 12,064.28

Some of the important cases are mentioned in the following paragraphs.

4.2 Excise duty on rectified spirit produced in distilleries

Levy and collection of State excise duties are governed by the provisions
of the Bengal Excise Act, 1901 and the rules framed thereunder. Revenue
from the State excise duties during the years 1981-82, 1982-83 and 1983-84
amounted to Rs. 68.06 crores, Rs. 60.36 crores and Rs. 69.66 crores
respectively. About 86 per cent of this revenue came from duty levied on
liquor produced in the distilleries situated within the State or imported from
outside the State.

(a) Loss of revenue due to short-fall in production of rectified spirit

Production of spirit in the distilleries is dependent on allotment and
availability of molasses. The table below indicates the intake capacity of
*five distilleries for consumption of molasses, quantities of molasses actually
allotted by Government and quantities lifted by the distilleries for
consumption during the years 1980-81 to 1982-83:

-

*]1. M/s. Carew & Co. Ltd., Asansol.

2. M/s. Shaw Wallace & Co.Ltd., Hooghly.

3. M/s. Serampore Distillery & Chemical Co. (P) Ltd., Hooghly.
4, M/s. Prakash Distillery & Chemical Co. (P) Ltd., Darjeeling.
6. M/s. Eastern Distillery (P) Ltd., Calcutta,
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Year Intake Molasses Molasses Short fall Percentage Percentage
capacity allotted* lifted for inconsum- ofallot-  of consu-

consump- tion of ment to  mption to
ption* molasses capacity capacity

(Metric tonnes)

1980-81 .. 50,000 12,950 10,650 2,400 26 21
1981-82 60,000 30,624 23,328 7,196 61 47
1982-83 . 60,000 50,319 13,040 37,279 101 26

No proper records showing the quantities lifted by the distilleries agamnst
allotments made by Government had been maintained by the department.

Intake capacity of the distilleries was utilised to the extent of 21 to 47
per cent only. By reference to allotment of molasses, shortfall in
consumption of molasses resulted in 175.08 lakhs London proof litres of
spirit not being produced by distilleries, on which duty amounting to
Rs. 106.79 crores would have accrued to Government. The Excise
Directorate attributed the shortfall in consumption to lack of adequate
storage facilities in the distilleries and transport bottlenecks.

(b) Transit|storage loss of molasses

There is no provision in the West Bengal Molasses Control Act, 1973,
or the rules made thereunder, laying down any limit for losses to be allowed on
molasses in transit or in storage. The Public Accounts Committee in their
Report for 1976-77 (Part II) had recommended that the department should
consider the question of laying down a statutory percentage of allowable loss,
in transif, of molasses and arrive at a suitable decision without any further loss
of time. However, no such percentage of allowable loss has been prescribed
so far (March 1985).

In one distillery (Asansol), during 1981-82, 1426.6 metric tonnes of
molasses were lost in storage and 78.1 metric tonnes were received short
out of 631.2 metric tonnes of molasses imported from other States. The
quantities lost in storage and transit could have yielded 5.62 lakhs London
proof litres of spirit at the normal yield rate, on which duty amounting to
Rs. 3.43 crores could have been realised by Government.

(c) Low yield of spirit

Spirit is recovered by distillation of fermented wash (i.e., diluted molasses
acidified with sulphuric acid) prepared out of molasses. The Central Board
of Molasses had fixed a noim of recovery of 373.5 T.ondon proof litres of spirit
from every tonne of molasses. No norm had, however, been laid down in
West Bengal so far (March 19885).

- -

'FxgureT as per retupps furnuehed by the distillerigs.
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During the years 1980-81 to 1982-83, in the five distilleries on}y 124.28
lakhs* London proof litres of spirit were recovered from 37,289 metric tonnes*
of molasses, as against 139.27 lakhs London proof litres of spirit recoverable
as per the norms laid down by the Central Board of Molasses. The shortfall

of 14.99 lakhs London proof litres of spirit involved excise duty amounting to
Rs. 9.14 crores.

. Similar instances of low yield of spirit from molasses having duty effect
of Rs. 31.79 lakhs were also reported in paragraph 84 of the Report of the

Comptroller and Auditor General of India (Revenue Receipts) for the year
1975-76.

The department stated (June 1983) that the low yield was mainly due
to—

i) low sugar content in molasses;
(ii) continued use of old machinery; and
(iii) deterioration in quality of molasses due to long storage.

(d) Loss of revenue on wastage of spirit in process of re-distillation

There is no provision in the rules for allowing any wastage on accouut
of re-distillation of rectified spirit for manufacture of India-made foreign
liquor in the various distilleries in West Bengal. However, in Maharashtra
a norm of 2 per cent wastage in fé-distillation has been fixed for amriving
at the quantity used in manufacture. In three distilleries** in West Bengal,
the percentage of wastage in re-distillation during the years 1980-81 to
1982-83 ranged between 0.3 and 18.56 per cent. Even after allowing a
wastage of 2 per cent, as applicable in Maharashtra, the excess wastage in
these distilleries amounted to 1.50 lakhs London proof litres involving excise
duty amounting to Rs. 91.62 lakhs.

(e) Under-assessment of duty on rectified spirit

(i) As per the West Bengal Excise Compilation Part 1I, the allowalle
percentage of wastage of spirit while in storage in a distillery is 1.5 per
cent per annum. Any wastage beyond this limit is chargeable to duty,
unless waived by the Commissioner of Excise for sufficient reasons. The

rate of duty on spirit was raised from Rs. 35 to Ra. 61 per T.ondon proof
litre with effect from 1st April 1980.

In a distillery (Asansol), the total wastage, allowable wastage and
chargeable wastage for the year ending March 1982 were determined at
46,090, 38,471 and 7,619 London proof litres respectively. But due to an

*Excludes figures for 1880-81 in respect of Shaw Wallace & Co. Ltd., Hooghly, which
were not available.

**M/s. Carew & Co.; M/s. Bengal Distillery and M/s. Eastern Distillery.
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arithmetical mistake, the allowable wastage had been determined 1n excess
by 3,235 London proof litres which, in turn, had resulted in the chargeable
wastage being determined short to that extent. Further, even on the
mcorrect chargeable quantity of 7,619 London proof litres, duty was levied
at the old rate of Rs. 35 per London proof litre, instead of at the revised

rate of Rs. 61 per London proof litre. The mistake resulted in duty being
realised short by Rs. 3.95 lakhs.

(ii) During the years 1980-81 and 1981-82, 45,989 and 1,32,722 London
proof litres of rectified spirit were tiansferred from rectified spirit warehouse
for re-distillation and manufacture of India-made foreign liquor. On
transfer, these quantities were duly shown as issued fram stock. However,
after re-distillation, 31,463 and 65,685 London proof litres of re-distilled
spirit were wrongly shown as receipts in the stock account of rectified spirit
warehouse, thereby inflating the stock of spirit by 97,148 London proof
litres. While determining the allowable wastage, the inflated quantities
escaped notice of the department, resulting in the wastage being allowed in
excess of the permissible limit by 1,457 London proof litres and consequent
short realisation of excise duty amounting to Rs. 88,877.

On this being pointed out in audit (April 1984), the department admitied
the mistake. Report on rectificatory action taken is awaited (March 1985).

(f) Loss of revenue from bottling of foreign liquor at strength higher than
that declared

! Gnder the Excise Rules, duty on India-made foreign liquor is realisable
on the basis of the alcoholic strength declared by the Government Chemical
Examiner. For this purpose, samples of every batch of India-made foreign
liquor manufactured in a distillery are sent to him. Owing to delays in
receipt of the report from Government Chemical Examiner, the Commissioner
of Excise permitted issue of the foreign liquor from the distillery on
realisation of duty on the basis of alcoholic strength, as declared by the
distillery’s chemist, subject to recovery of the difference, if any, of the duty
realisable on the hasis of the alecoholic strength of liquor, as certified by the
Government Chemical Examiner. This procedure of collection of differential
duty was, however, discontinued from 1st April 1980.

Under the revised procedure, India-made foreign liquor is bottled in the
bonded warehouse of the licensee at the nominal strength of either 25 U.P.
or 35 U.P., which is printed on the label of the bottle (subject to 0.2 degree
proof above or below the actual strength as declared by the manufacturer).
The duty is finally realised on the basis of the strength as declared on the
label of the bottles.

A test check of some hatches of India-made foreign liquor manufactured
bv two distilleries during December 1980 to June 1982 revealed that the
strength of the foreign liquor, as certified by the Government Chemical
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Exuminer, was higher than that declared by the maufacturers even afler
allowing for the permissible tolerance limits. This had resulted in issue of
10,331 London proof litres of liquor without payment of duty. The duty
lost to Government amounted to Rs. 6.30 lakhs. No action was taken
against the distillers for misdeclaration of the strength of liquor on the labels
of the bottles.

The above points were reported to Government in August 1984; their
reply is awaited (March 1985).

4.3 Short levy of license fee on poppy capsules

(i) Under the Opium Act, 1878, read with West Bengal Opium Rules, 1967,
a person possessing or dealing in poppy capsules within the State is required
to obtain a licence from the excise authority for each financial year or any
shorter period on payment, in advance, of a fee of Rs. 100 per quintal of
capsule authorised for possession, irrespective of actual imports. No capsule
shall be imported into West Bengal by a licensee without first obtaining a pass,
which is granted on realisation, in advance, of an import pass fee of Rs. 100
per quintal. :

No uniform procedure regarding realisation of licence fee was followed by
the department. In two districts, licences were issued or renewed at the
beginning of the financial year without realisation of licence fee in advance.
The licence fee was, however, realised subsequently at the time of issuing
import passes. The licence fee charged was also based on the quantity covered
by the import passes and not on the quantity authorised in the licence for
possession or sale. The licence fee realised short (on the basis of actual
imports) during 1981-82, 1982-83 and 1983-84 amounted to Rs. 3.43 lakhs.

(ii) Although there was no provision in the rules for direct export out of
India, a licensee of Calcutta district imported from other States (during 1981-82
to 1983-84) 1,327.5 quintals of poppy capsules for direct export out of
India through Calcutta port. Poppy capsules were imported against import
permits issued by the Collector of Excise, Calcutta, without realising any
import pass fees. Fees not realised amounted to Rs. 1,32,750.

In the case of another licensee in 24-Parganas (N) district (Barasat),
licence fee and import pass fee during 1981-82 were realised at the old rate
of Rs. 50 per quintal, instead of at the revised rate of Rs. 100 per quintal,
resulting in under-realisation of revenue to the extent of Rs. 12,500.

The above cases were reported to Government in Aﬁgust 1984; their
reply is awaited (March 1985).

4.4 Short or non-realisation of additional licence fee

(i) Under the Bengal Excise (Foreign Liquor Licence Fee) Rules, 1942,
the holder of a licence for sale of foreign liquor for consumption off the
licensed premises (OFF Shop) is liable to pay an. additional licence fee at the
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prescribed rates based on the quantity of liquor sold during a month. Priot
to 1st April 1980, the additional licence fees in respect of such sales of India-
made foreign liquor and imported foreign liquor were Rs. 25 and Rs. 50 per
bulk litre respectively. From 1st April 1980, the rules were amended. with-
drawiag the fee on India-made foreign liquor, but enhancing the fee on
imported foreign liquor to Rs. 200 per bulk litre.

In Siliguri, the Canteen Stores Department sold 1,184.1 bulk litres of
imported foreign liquor through its various unit canteens during the period
from April 1980 to February 1984, for which no additional licence fee was
realised. The additional licence fee not recovered amounted to Rs. 2,36,820.

(ii) Under the Bengal Excise (Foreign Liquor Licence Fee) Rules, 1942,
the holder of a licence for sale of foreign liquor for consumption on his licensed
premises (ON shop) is liable to pay, besides the prescribed annual licence fez,
an additional fee at the prescribed rate (based on the quantity sold) by the
20th of the month following the month of sale of such liquor. By a Govern-
ment notification issued on 20th March 1980. the rate of additional licence fee
was revised from Rs. 7.50 to Rs. 25 per bulk litre in respect of India-made
winc and from Rs. 7.50 to Rs. 250 per bulk litre in respect of imported
overseas wine.

On 694.76 bulk litres of India-made wine and 144.185 bulk litres of
overseas wine sold by three “ON Shop”-licensees in Darjeeling district during
the period from April 1980 to March 1984, additional licence fee was levied
at the old rate of Rs. 7.50 per bulk litre, instead of at the revised rates. The
mistake resulted in additional licence fee being levied short by Rs. 47,123.

On this being pointed out in audit (April 1984), the department admitted
the mistake (April 1984) and agreed to take necessary action. Further
progress is awaited (March 1985).

The above cases were reported to Government in August 1984; their reply
ts awaited (March 1985).

4.5 Short realisation of storage fees

Under the provisions of the Opium Act, 1878 and the rules made there-
under, in respect of licences granted to poppy capsule dealers by an Excise
Authority, a fee (called possession or storage fee) at the prescribed rates, based
on the quantities authorised to be kept by the dealers during the licensing
period is leviable. No dealer can possess capsules in excess of the quantity
authorised in the licence.

In Burdwan (Asansol) district, licensees of poppy capsules possessed
capsules in excess of the authorised quantity. Although this constituted a
oreach of the conditions in the licence, not only was no action taken by the
department for suspension or cancellation of the licences, but the storage fee
for the excess quantity was also not realised. The omission resulted in short
realisation of fee amounting to Rs. 44,500 during the years 1980-81 to 1983-84,
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On this being pointed out in audit (March 1984), the department agreed
(March 1984) to take necessary action. Report on action taken is awited
(March 1985).

The matter was reported to Government in August 1984; their reply is
awaited (March 1985).

4.6 Percentage of allowable wastage of spirit in manufacturing process not
prescribed

Under the Medicinal and Toilet Preparations (Excise Duties) Act, 1955
and the rules framed thereunder, excise duty is levied with reference to the spirit
content of the final product and the State Government is authorised to fix the
percentage of wastage of rectified spirit in the production of any particular
medicinal and toilet preparation.

Mention was made in paragraph 4.7.3 of the Audit Report (Revenue
Recepits) of the Comptroller and Auditor General of India for the year 1980-81
about non-fixation of the percentage of wastage of rectificd spirit by the State
Government. In January 1982, the department agreed to take necessary
action to fix upper limits of wastage of spirit in the manufacturing process.

‘The allowance for wastage of spirit in the manufacturing process has,
however, not been fixed so far (August 1984). In the meanwhile, in two
laboratories using rectified spirit in the preparation of homoeopathic medicines,
wastage of 6,212.08 Londqn proof litres (comprising 2.54 per cent to 7.3 per
cent of the quantity utilised) occurred during 1980-81 to 1983-84. The excise
duty involved in respect of this wastage amounted to Rs. 3,78,937 (at Rs. 61
per London proof litre).

The matter was reported to the department in July and October 1982 and
to Government in April and May 1983; their replies are awaited (March 1985).

4.7 Under-assessment of duty due to application of incorrect rate

By a Government notification issued in March 1980 under the Bengal
Excise Act, 1909, with effect from 1st April 1980 the rate of excise duty
on rectified spirit intended to be used for manufacture of India-made foreign

liquor (other than rum) was revised from Rs. 35 to Rs. 61 per London proof
litre.

In a distillery-cum-foreign liquor manufacturing unit at Asansol, on 712.3
London proof litres of rectified spirit intended to be used in manufacture of
foreign liquor, but reported to have been lost in storage during the year 1981-82.
excise duty was levied at the old rate of Rs. 35, instead of at the revised rate

of Rs. 61 per London proof litre. The mistake resulted in duty being levied
short by Rs. 18,520.

The matter was reported to the department and Government in August
1984; their replies are awaited (March 1985).
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4.8 Non-realisation of differential duty and import pass fee on beet

Under the Bengal Excise Act, 1909 and the rules framed thereunder, on
imported liquor excise duty was leviable at the rate of Rs. 3.80 per bulk litre
up to 31st October 1982 and at Rs. 4.80 per bulk litre thereafter. Besides, a
privilege fee at the rate of 20 paise per bulk litre was imposed on the import
of bezer into West Bengal with effect from 1st November 1982. Under the
law, no such beer can be 1mported without an import pass, which is issued
on payment of the duty and fees in advance.

In Darjeeling, a consignment of 9,360 bulk litres of beer, in respect of
which import pass was issued prior to 31st October 1982 on realisation of
_ duty at the rate of Rs. 3.80 per bulk litre, was imported in the State after that
date and received by the licensee on S5th November. 1982. But differential
duty and import privilege fee were not realised from the licensee. The omission
resulted in excise duty and privilege fee being levied short by Rs. 11,232.

The matter was reported to the department in April 1984 and to Govern-
ment in August 1984; their replies are awaited (March 1985).
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CHAPTER 5
LAND REVENUE

5.1 Results of Audit

Test check of the records of land reforms circles in West Bengal,
conducted during the year 1983-84, revealed non-realisation or short-
realisation of revenue amounting to Rs. 350.65 lakhs in 946 cases, which
may be broadly categorised as under:

Number Amount

of (In lakhs
cases  of rupees)

1. Non-realisation of rent and salami due to non-settlement 88 106.39
of vested khasmahal lands

2. Non-recovery or short recovery of cesses .. .. 260 64.48
3. Non-assessment and non-realisation of enhanced rent .. 54 0.87
4, Non-realisation of damage fee .. . . 18 39.27
6. Unauthorised extraction of minor minerals .. .. 95 29.82
6. Non-settlement or irregular settlement of sairati interests 134 33.55
7. Others .. . . . .. 297 76.27

946  350.656

Some important cases are high'ighted in succeeding paragraphs.

5.2 Settlement of khasmahal land

*““Khasmahal’’, a term used for Government Estates in West Bengal, has
been described as ‘‘an Estate which is managed by the Collector of the
District in direct communication with raiyats.”

Mention was made in paragraph 60 of the Report of the Comptroller and
‘Auditor General of India on Revenue Receipts for the year 1975-76 about
non-maintenance of proper records of khasmahal properties by the district
land reforms offices. The Board of Revenue had issued (April 1979) instruc-
tions to various land reforms offices for maintenance of circle-wise record in
the prescribed register (No. VIII) in respect of all kinds of (Government
lands, including khasmahal lands on the basis of records of rights prepared
by the settlement department. Although, pursuant to these instructions,
some registers were maintained, a test check in audit (February 1981 to
February 1984) revealed that these records were incomplete and did not give
a oorrect and complete position of the khasmahal lands in the various
districts. For instance, in four circles of Tamluk (LR) district, only an area
,of 324,60 acres of non-agricultural khasmahal land had been recorded in the
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prescribed register, as against 552.15 acres of such lands shown in the record
of rights maintained in the circle offices. Similarly, in two circles of
24-Parganas district, no record of khasmahal land was kept in the prescribed
register, while the record of rights showed existence of non-agricultural
khasmahal land admeasuring 68.82 acres in those circles.

As .on 31st March 1984, the position of settlement of khasmahal land in
32 circles of six districts, as furnished by the departmental offices, was as
under:

District Total Total  Area not Percentage
area of area settled  of non-
khasmahal settled from settled
land 1956 to  area to

1984  total area
(Acres)  (Acres)  (Aores)

1. Jalpaiguri - - 36,823 1,936 34,887 91.89
2. Midnapore . - 490 256 234 46.94
3. Tamluk (Midnapore East) - 35,690 28,917 8,773 19.44
4. Darjeeling .o - 27,716 1,342 26,374 96.30
6. Hooghly .. - - 376 366 9 2.40
6. 24-Parganas - . 567 196 31 66.43

1,01,661 33,013 68,648

The table shows that nearly two-thirds of the available khasmahal land
remained unsettled for more than 29 years, with the result that no land
revenue could be derived from these unsettled lands.

5.2.1 Non-renewal of leases

Under the West Bengal Non-agricultural Tenancy Act, 1949 and the
West Bengal Land Management Manual, 1977, all non-agricultural lands are
ordinarily to be settled on long-term lease basis for a period of 30 years
unless any land is not sufficiently developed or suitable lessees are not forth-
coming. On granting a long-term lease, rent is required to be fixed at 4 per
per cent of the market value of the land and, in addition, salami at ten times
the amount of rent is chargeable. On expiry of the period of lease, the
tenant has the option to get the lease renewed. On renewal, the rent for the
land is required to be settled on such fair and reasonable conditions as may
be agrecd upon between the Collector and the tenant. The Manual ibid
provides that ‘it will be fair to fix the rent at the same percentage (i.e.
4 per cent), as at the initial settlemept, of the market value of the land at
the time of renewpl”. Where long-term pettlement of non-agricultural lapd
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is not possible, either because the land is not sufficiently developed or a
suitable lessee is not forthcoming, the land is to be settled on short-term lease
basis, ordinarily for a period of five years subject to a maximum of ten years,
Rent for a short-term lease is fixed by the Collector having regard to the
principles of fixation of rent in respect of long-term leases and the prevailing
rent for lands in the vicinity with similar advantages. No salami is, however,
to be charged in the case of short-term leases.

The rules provide for maintenance of prescribed registers (Registers X
and X1I) with a view to watching settlement or re-settlement of land (on the
expiry of lease) and for annual review of these registers by the prescribed
officers.

Prior to May 1982, the prescribed registers were not maintained properly
by the land reforms offices in the various districts, with the result that no
action for renewal of the expired leases could be taken in a number of cases.
On the omission being pointed out in audit from tjme to time, the Board of
Revenue issued (May 1982) instructions for immediate updating and propor
maintenance of the prescribed registers and also for regularisation of all
expired leases by 31st August 1982.

As per the standard form for grant of long-term lease, prescribed under
Rule 163 of the West Bengal Land Management Manual, 1977, ‘‘in the
event of the lessee holding over after the expiration of the period of this
demise, the lessee shall be held liable on account of any year subsequent to
the expiry of the period of this demise for the rent at such rate as may be
assessed upon the demised land at the revision of settlement’’.

The Board of Revenue decided (August 1982) that in respect of all leases,
which had expired and had not been renewed till December 1981, rent for
tht period between the dates of expiry of the leases and their renewal should
be realised after increasing the rent previously paid by 12} per cent per
annum. This ad hoc enhancement of rent was not correct, as the rules do
not authorise fixation of rent (after expiry of the leases) at a rate lower
than 4 per cent of the market value of the land. Mere 12} per cent increase
in the existing rent meant only a 0.5 per cent appreciation of the market
value of land in 30 years, which was obviously too low.

A test check in audit showed that in six districts (Jalpaiguri, Midnapur,
Tamluk, Darjeeling and 24-Parganas) 2,033 leases covering 614.94 acres of
holding area had expired, mostly by the end of the year 1981 and in some
cases during the years 1982 and 1983. The leases had not been renewed,
even by increasing the rent by 12} per cent of the existing vent, as decided
by the Board of Revenue, T
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In 1,994 cases alone, revenue amounting to Rs. 2.24 lakhs was lost to
Government due to non-renewal of the long and short-term leases of non-agri-

cultural khasmahal land (as per the instructions of the Board of Revenue),
as indicated in the table below:

Name of Circle Particulars of leases Period dur- Loss of re-

ing which venue due
lease to non-re-
expired  newal of le-
ases even
by increas-
ing the rent
by 124 per
cent of the
existing
rent
Rs.
(A) Long-term leases :
1. 9circle ofﬁces in Jalpsl- 471.57 acres of land leased Between 64,050 (up-

guri, ore and  to 1683 personsduring the 1949 and  to March
24-Pargam.s glstncts years 1919 to 1953 at 1983 1984).
total rental of Rs. 14,643
per annum.
2. Sadar circle in Dar- 91.46 acres of land leased Between 56,717 (upto
jeeling district. (during the years 1911 to 1941 and March 1984)

1949 at & rental of Rs. 1979
10,6561 per annum.

3. Contai Land Reforms 45.08 acres of land leased to Between 1,221 (upto

Circle (Tamluk) 208 persons during the 1970 and Mareh
years 1941 to 1946 at total 1975 1984)
rental of Rs. 698 per
annum.

(B) Short-term leases :

4. Circle offices in 24-Par- 8.8l acres of land leased to Between  1,02,179
ganas (North) L.R. dis- 86 persons during the years 1948 and  (upto Ma-
trict 1944 to 1964 at total ren- 1969 rch 1984)

tal of Rs. 4,618 per annum
in 51 cases and Rs. 3591
per month in 35 cases

Taking the rent of the lands as 4 per cent of the market value of lands
at the time of renewal, as required to be fixed under the Manual ibid, the
loss of revenue would amount to Rs, 79.96 lakhs in the cases listed at
serial nos. 2, 3 and 4 alone (market value of the lands at serial no. 1 above
was not available).

On the above lapses being pointed out in audit (June 1983—February
1984), the department agreed (June 1983—February 1984) to take necessary
a.ctlon for renewal of leases, except in 269 cases pertaining to the circle
offices mentioned at sl. no. 1 above, where no replies were furnished by the
department, Report on final action taken is awaited (March 1985),
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5.2.2 Lands under unauthorised occupation

Large traots of land were reported to be under unauthorised occupation
of various parties for the last several years. Action taken or proposed to be
taken to get these lands vacated and for their settlement with the eligible
parties were not intimated by the department. A few instances of unauthorised
occupation of lands involving substantial loss of revenue are indicated below :

Name of district Area of Period Approximate loss
land under for of revenue
unauthori- which

sed occu- under ——A———
pation unautho-
rised Rent Salams
occupation

(acres) (In lakhs of
rupees)

1. 24-Parganas (South) 196.93 About21 1.21 12.12 Apart from the
years per loss of revenue
annum the department
had to pay mu-
niocipal taxes am-
ounting to Ras.
2.85 lakhs in
respeot of the
lands under un-
authorised occ-
upation.

2. Jalpaiguri, Tamluk, 184.48 For 11 to 7.7 3.95 Government wo-

Darjeeling  and 28 years uld ocontinue to
Hooghly sustain loss at
the rate of Rs.
0.40 lakh per

annum until the
lands are vaoa-
ted and se-
ttled.

3. Midnapur (West) 19.18 Informa-  0.79
tion not per
available annum

On the unauthorised occupations being pointed out in audit (between
March 1981 and May 1983), the department stated in June 1983 that
necessary action for vacation of the unauthorised occupations and for settle-
ment of land to the eligible parties woud be taken,
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5.2.3 Ilrregular settlement of town khasmahal land

Under the provisions of the West Bengal Land Management Manual,
1977, khasmahal land under the administration of the Land Revenue depart-
ment, but placed in permissive possession of another department of the
State Government, cannot be leased out by the latter department. The Board
of Revenue alone is competent to grant lease of such land to a local body.
There is no provision in the Manual for lease of any such land at a concessional
rate of rent.

The Irrigation and Waterways department, holding permissive possession
of 8.04 acres of khasmahal land in a mouza, handed over 4.02 acres to the
Contai Municipality in September 1972 on annual lease basis at a nominal
rent of Re. 1 per annum, for eventual allotment to unemployed youths (for
opening shops by erecting temporary structures). But in violation of the
conditions of allotment, the Municipality itself constructed a pucca market
or this land and let out the shops to various partjes on monthly rental
basis and after collecting heavy amount of salami in lumpsum.

Leasing out of the land to the Municipulity at a nominal rent, apart
from being irregular, resulted in loss of revenue amounting to Rs. 4.02 lakhs
by way of salami to Government.

On the irregularity being pointed out in audit (January 1983), the depart-
ment admitied (February 1985) that the Municipality had violated the
conditions of allotment and had also not executed any agreement with
Government so far.

The above points were reported to Government between January 1982
and June 1984; their reply is awaited (March 1985).

5.3 Short realisation of rent and cesses

Tnder the West Bengal Lund Reforms Act, 1935, with effect from 1379
B.S. (1972-73), a raiyat holding land exceeding 1.214 hectares shall pay
land revenue in respect of irrigated area at thrice the rate and in respect
of non-irrigated area at twice the rate prevailing at the end of 1378 B.S.
(1971-72). 1In addition, various cesses at prescribed rates are leviable based
on the amount of land revenue assessed.

In two land reforms circles in Midnapore district, 272 mouzas covering
68.905 acres of land were declared (September 1975) by Government as
irrigated area with effect from 1381 B.S. (1st July 1974), but assessment of
land revenue for the period from 1381 B.S. to 1384 B.S. (1974 to 1978) wus
erroneously made and realised at twice the rate of land revenue, instead of
at thrice the rate prevailing at the end of 1378 B.S. (1971-72). Various
cesses were also assessed short. The mistakes resulted in short realisation
of rent and cesses aggregating Rs. 13,27,162.
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On the mistake being pointed out in audit (March 1983), the department
agreed (March 1983) to realise the amount of Rs. 13,27,162. Report on
recovery is awaited (March 1985).

The matter was reported to Government in August 1983; their reply is
awaited (March 1985).

5.4 Non-realisation of cesses from raiyats exempted from payment of rent

Under the provisions of the West Bengal Land Reforms Act, 1955, a
raiyat is exempted from payment of land revenue in respect of his holdings
not exceeding 1.214 hectares (3 acres) with effect from 1st Baisakh [376
B.S. (14th April 1969) and not exceeding 1.619 hectares (4 acres) with
effect from lst Baisakh 1385 B.S. (14th April 1978). No exemption from
payment of public works and road cesses (leviable under the Cess Act, 1880)
and education cess [leviable under the Bengal (Rural) Primary Education
Act, 1930 and the West Bengal Primary Kducation Act, 1973] is, however,
admissible.

In 73 circles of six districts, viz.,, Cooch Behar, Bankura, Birbhun,
Burdwan (East), Burdwan (West) and 24-Parganas (South), public works
cess, road cess and education cess amounting to Rs. 9.85 lakhs, leviable in
respect of holding up to 1.214 acres for the period from 1980-81 to 1982-83
(1387 B.S. to 1389 B.S.) were not demanded and realised.

On this being pointed out in audit (May 1983 and February 1984), the
department agreed (between May 1983 and March 1984) to realise the dues.
Report on action taken is awaited (March 1985).

Similar cases of non-realisation of cesses amounting to Rs. 17.26 lakhs,
Rs. 8.70 lakhs, Rs. 6.88 lukhs and Rs. 6.54 lakhs were also reported in
pgragraphs 38, 62, 3.17 and 3.5 of the Audit Reports for the years 1974-75,
1975-76, 1977-78 and 1982-83 respectively.

The matter was reported to Government between December 1983 and
July 1984; their reply is awaited (March 1985).

5.5 Short-realisation of education cess

As per Government notification issued in March 1981, provisions of
Section 78 of the West Bengal Primary Education Act, 1973 came into force
in the whole of West Bengal with effect from 1st April 1981. According to
another notification issued (April 1981) by Government, primary education cess
became leviable at the rate of 10 paise per rupee of the annual value of lands
with effect from 1st day of Baisakh 1388 B.S. (14th April 1981). Prior to
this, education cess was leviable at the rate of 6 paise per rupee of the annual
value of lands.
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In 122 circle offices in the land revenue districts of Midnapore, Tamluk,
Bankura, Hooghly, Howrah, Birbhum, Burdwan (East), 24-Parganas (South)
and 24-Parganas (North), during the years 1388 B.S. and 1389 B.S. (1981-82
and 1982-83), education-cess was continued to be levied at the old lower rate
of 6 paise per rupee on the annual value of land. The mistake resulted in
short-realisation of cess amounting to Rs. 5,09,856.

On the mistake being pointed out in audit (December 1982—December
1983), the department stated (between January 1983 and February 1984) that
Government’s orders enhancing the rate of education cess had been received
late. The department, however, agreed to assess the cess as per the revised
rate. Report on action taken is awaited (March 1985).

The matter was reported to Government between July 1983 and July 1984;
their reply is awaited (March 1985).

5.6 Non-assessment of rent of erstwhile rent-free lands held by a company

Under the West Bengal Land Reforms Act, 1955, as amended in 1965, all
tent-free holdings were abolished with effect from 1st November 1965 and
raiyats of such holdings became liable to pay rent as might be fixed by the
prescribed authority, having regard to the rent that was generally being paid
for lands of similar descriptions and with similar advamtages in the vicinity of
the respective holdings. By a notification issued in October 1974, circle officers
of the Land Revenue department were empowered to function as revenue
officers for the purpose of fixing rent of erstwhile rent-free holdings. On such
lands, various cesses such as road cess, public works cess, education cess, etc.,
are also leviable, based on the rent fixed.

In 24-Parganas (South) district, an area of 287.58 acres of land held by a
private company continued to be shown in the official records as “rent-free”
and no assessment of rent leviable thereon was made. The omission resulted in
rent amounting to Rs. 2,13,067 not being realised for the period from
November 1965 to March 1984, calculated on the basis of mouza rent intimated
by the department. In addition, various cesses amounting to Rs. 87,924 could
aot also be realised.

On this being pointed out in audit (November 1983), the department
admitted (November 1983) the mistake and agreed (February 1984) to take
necessary action. Report on action taken is awaited (March 1985).

The matter was reported to Government in July 1984; their reply is awaited
(March 1985).

5.7 Short or non-realisation of rent and cesses due to defective maintenance
of records

Under the prescribed procedure for exercising control over realisation of
land revenue, rent rolls are to be maintained indicating inter alia names of
the tenants, the area and class of land held by them, land revenue, rent, etc.

8
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For watching demand and collection of land revenue, tenant-wise ledgers are
also required to be maintained in which annual demands are to be noted from
the rent rolls.

On cross verification of the tenants’ ledger with rent rolls in two circles in
Jalpaiguri district, it was noticed (February 1983) that in 6 cases, demands of
rent and cesses had not been noted in the ledger and in 14 cases the amounts
of demands recorded therein did not agree with those shown in the rent rolls.
Improper maintenance of these records resulted in short or non-realisation of
tent and cesses amounting to Rs. 36,864 during the years from 1362 B.S. to
1390 B.S. (calendar years 1955 to 1984).

On this being pointed out in audit (February 1983), the department agreed
(February 1983) to realise the amount. Report on recovery is awaited (March
1985).

The matter was reported to Government in August 1983; their reply is
awaited (March 1985).

5.8 Irregular conversion of agricultural land into non-agricultural land

Under the West Bengal Land Reforms Act, 1955, if a raiyat without any
reasonable cause uses agricultural land for purposes other than agriculture,
such land excluding his homestead, shall be sold in the prescribed manner.
However, under the West Bengal Non-Agricultural Tenancy Act, 1949 and
the West Bengal Land Management Manual, 1977, a raiyat intending to use
his land for non-agricultural purposes may apply to the Collector for conversion
of such land into non-agricultural land, and the Collector shall, by an order
in writing, direct such conversion subject to payment of such rent, not exceeding
twice the amount of rent for the time being payable for such land, as the
Collector may fix.

In two circle offices under the Additional District Magistrate (LR), 24-
Parganas (North) district, 160 acres of agricultural land were recorded as being
unauthorisedly used lor ngn-agricultural purposes since 1970. No action was
taken by the departruent either to sell these lands or to regularise their use
for non-agricultural purposes after recovery of the difference of rent from the
raiyats concerned. Additional rent not exceeding Rs. 20,160 (for the period
from April 1970 to March 1984) was recoverable in case these lands were
converted into non-agricultural lands.

The matter was reported to the department in July-August 1981 and to
Government in May 1982; their replies are awaited (March 1985).
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CHAPTER 6

OTHER TAX AND NON-TAX RECEIPTS
A—Mines and Minerals

6.1. Under-assessment of royalty on coal consumed in collieries

Under the Mines and Minerals (Regulation and Development) Act, 1957,
the holder of a mining lease is liable to pay royalty at the prescribed rates for
any mineral removed or consumed by him, his agent, manager or employee
from the leased area. As per clarifications issued by Government in May 1978,
coal used in a boiler or workshop of a lessee is to be treated 43 coal consumed
by the lessee for purposes of payment of royalty. No royalty is, however,
payable on any coal consumed by the workmen engaged in a colliery, if such
consumption does not exceed one third of a tonne per month per worker.

As per the returns for the quarters ending June, September and December
1982 submitted by seven collieries, 55,810 tonnes of coal were consumed partly
by workmen in excess of the statutory limit and partly by the lessees in the
boiler. But royalty was levied only on 24,611 tonnes of coal consumed.

Royalty not levied on the remaining quantity of 31,199 tonnes amounted to
Rs, 1,95,200.

On the under-assessment being pointed out in audit (October 1983), the
department revised (November 1983) the assessments. Report on recovery is
awaited (March 1985).

The case was reported to Government in May 1984; their reply is awaited
(March 1985).

6.2 Under-assessment of royalty due to failure to detect mistakes in returns

Under the Mines and Minerals (Regulation and Development) Act, 1957
and the rules framed thereunder, royalty is payable in respect of any nineral
removed or consumed by a lessee from the leased area at the rates prescribed
from time to time. For assessment of royalty, the lease holders are required
to furnish quarterly returns to the Mining Officer.

In the returns furnished by three collieries for the quarters ended June 1982
and September 1982, coal excavated had been accounted for short by 58,782
tonnes (owing to mistakes in arriving at the closing balances), which escaped
notice of the assessing officer. The mistake resulted in royalty being charged
less by Rs. 3,58,346.

On the mistakes being pointed out in audit (October-November 1983), the
department revised (November 1983) the assessments. Report on recovery is
awaited (March 1985).

The case was reported to Government in May 1984; their reply is awaited
{March 1985), '
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6.3 Non-assessment of cesses on quarries

The Cess Act, 1880, as amended in 1964, provides that road cess and public
works cess shall be levied (on quarries) at the prescribed rates on annual net
profits of the quarries. The Act requires the Collector of the district to issue
notices to the quarry-owners on or before the close of each year, requiring
them to submit within two months the prescribed returns, showing the net
annual profits of the quarries for purpose of assessment and levy of cesses.
In the event of non-submission of the returns, the quarry-owners are liable to
pay fine which may extend to Rs. 50 for each day of default after the expiration
of the notice period. The Collector is also authorised to determine the value
of property by such ways and means as would seem expedient to him and
determine the annual net profit of the property at 6 per cent of the value of
the property. Under the West Bengal Primary Education Act, 1973 and the
West Bengal Rural Employment and Production Act, 1976, pimary education
cess and rural employment cess respectively are also leviable at prescribed rates
on annual net profits of the quarries.

In seven districts (Malda, Tamluk, Murshidabad, Bankura, Howrah, West
Dinajpur and Nadia), against 588 quarry permits issued by the district authori-
ties to various parties during the years from 1976-77 to 1982-83 for extracting
and removing brick earth and sand, about 19.16 lakh bricks were manufactured
and 28,27,794 c.ft. of sand removed. As per records of the Commercial Tax
Officers of the concerned districts, the value of the brick earth and sand
extracted amounted to Rs. 3.41 crores. However, the district authorities did
not issue any notice to the quarry owners for submission of returns of net
profit.

Even if the net profit was taken to be only 6 per cent of the value of the
quarry material (Rs. 3.41 crores), the net profit of the quarries amounted to
Rs. 20.47 lakhs. Based on this, the public works cess, road cess, rural employ-
ment cess and primary education cess leviable amounted to Rs. 6,14,111
approximately.

On the omission to levy the ccsses being pointed out in audit (January-
September 1983), one district office (Malda) agreed (January 1983) to realise
the dues. Four district offices (Murshidabad, West Dinajpur, Howrah and
Bankura) stated (January-September 1983) that there was no scope for realisa-
tion of the arrear dues in cases where the quarry operation were already closed.
Another district office (Nadia) stated (September 1983) that necessary action
could not be taken pending specific instruction. The reply of the district
authority (Nadia) was not tenable as the Cess Act specifically lays down the
procedure for levy and recovery of the cess.

The matter was reported to Government between July 1983 and March
1984; their reply is awaited (March 1985).
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6.4 Incorrect assessment of rural employment cess on despatches of coal

Under the West Bengal Rural Employment and Production Act, 1976,
rural ewployment cess is leviable in respect of all immovable properties on
which public works and road cesses are assessed according to the provisions
of the Cess Act, 1880. On coul despatched from the coal mines during ihe

year 1979-80, rural employment cess was leviable at the rate of Rs. 2.50 per
tonne of coal despatched.

From three collie_ries in Purulia district, 4,11,781 tonnes of coul were
despatched during the year 1979-80. But rural employment cess was levied

only on 4,01,042 tonnes of coal, resulting in under-assessment of cess amount.
ing to Rs. 26,847,

On the under-assessment being pointed out in audit (February 1983),
the department stated (March 1983) that the levy of rural employment cess
was based on the average quantity of despatches of coal made during the
previous three years, as provided in the Cess Act, 1880, for recovery of public
works and rond cesses, The reply of the department is not correct, as the
West Bengal Rural Employment and Production Act, 1976, provides for
assessment of rural employment cess on actual annual despatchen of coal

from the coal mines. This was also confirmed by the Board of Revenue in
July 1981.

The case was reported to Government in July 1983; their reply is awnited
(March 1985).

B—Entry Tax

65 Non-levy of entry tax on sugar

TUnder the Taxes on Entry of Goods into Calcutta Metropolitan Area Acf,
1972, sugar is taxable at the rate of 1.5 paise per kilogram on its entry into
Calcutta Metropolitan Area for consumption, use or sale therein.

At a railway entry tax checkpost, 19,07,480 kgs. of sugar brought by
the Food Corporation of India during the year 1982-83 were allowed to be
vemoved for sale in Calcutta Metropolitan Area without assessment and
collection of eniry tax. Enquiries in audit from the Food Corporation of
Tndia revealed that the Corporation had also imported, without payment of
tax. another 8,17,15,578 kilograms of sugar into the Calcutta Metropolitan
Area through four other railway checkposts. Entry tax mnot collected
amounted to Rs. 12,54,346.

_ On the omission to levy tax being pointed out in audit (Ooctober 1983),
the department raised (June 1984) a demand for Rs. 28,613 in respect of the
import of 19,07,480 kilograms. Report on recovery and action taken in the
remaining cases is awaited (March 1985).
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The matter was reported to Government in March, 1984 und September
1984 ; their reply is awaited (March 1985).

6.6 Non-levy of tax on entry of specified goods into Calcufta Metropolitan
Area

As per Government notification issued in April 1979, under the Taxes on
Entry of Goods into Calcutta Metropolilan Aiea Act, 1972, with effect from
20th April 1979, on entry of groundnuts (shelled or unshelled) into the
metropolitan area for consumption, use or sale thereof, entry tax is leviable at
the rate of one per cent ad valorem,

OUn 71 consignments of groundnuts with shell valuing Rs. 68,89,721,
imported by a dealer (an oil mill company) into the Calcutta Metropolitan
Area during the period from 2nd August 1979 to 16th June 1981, entry tax
was not levied. The omission resulted in entry tax amounting to Rs. 68,3u7

not being realised.

On the omission being pointed out in audit (October 1983), the checkpost
authorities stated (October 1988) that no amount was paid by the dealer,
though he was asked to collect the demand notice and pay tax. The law
provides for issue of demand notice (after assessment) before entry of the
specified goods in the area, which was not done by the department.

The case was reported to Government in February and August 19584;
their reply is awaited (March 1986).

6.7 Short-levy of tax due to under-valuation of specified goods

Under the Taxes on Entry of Goods into Calcutta Metropolitan Area Act,
1972 and the rules made thereunder, for the purpose of determination of value
of any specified goods for assessment of tax leviable at ad valorem rates,
if the assessing officer is not satisfied about the reasonableness of the value
of the goods as declared by the dealer, their approximate saleable value in the
Caloutta Metropolitan Area shall be determined by him according to the best
of his judgement. From time to time, the department circulates market
bulletins showing the saleable value of different specified gnods in the area
for information of the assessing officers.

On 26,032 kgs. of terene suiting cloth of various lengths, brought by a
dealer into the Calcutta Metropolitan Area during December 1982, entry tax
was levied, taking the value of the goods us Rs. 51,46,356 as declared by
the dealer, working out to a rate of Rs. 198 per kg. of the material.
According to the Departmental Bulletin issued in January 1976, the average
market price of the materials at that time was as high as Rs. 300 per kg.
Thus there was prima facie under-valuation of goods amounting to not less
than Rs. 26,63,244, resulting in tax being levied short by Rs, 26,632,
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On this being pointed out in audit (February 1984), the department
stated (February 1984) that the assessment was made on the basis of the
value declared by the dealer. The reply of the department is not tenable,
since the value declared by the dealer varied substantially from the
approximate saleable value of the goods as per the rates indicated in the
departmental bulletins.

The case was reported to Government in May 1984; their reply is awaited
(March 1985).

C—Stamps and Registration -

6.8 Excess allowance of discount to the licensed stamp vendors

The non-judicial stamps are sold by Government either direct from the
Treasury or through licensed vendors. As per Government notification
(February 1981), licensed vendors who purchase non-judicial stamps from
Government in cash are allowed discount at the rates of (i) 2.5 per cent on
purchase of stamps in the municipal areas of Calcutta, Baranagar, Dum Dum,
South Suburban, Garden Reach, Jadavpur, Howrah, Bally, Hooghly and
Chinsurah; (ii) 4 per cent on purchase of stamps within the limits of head-
quarters of districts and subdivisional towns excluding those mentioned in
(i); and (iii) 5.5 per cent on purchases of stamps in other areas.

In Alipur Treasury, during the period from September 1982 to March
1984, 35 licensed stamp vendors in the municipal areas mentioned at (i)
above were allowed discount at the rates of 4 per cent and 5 per cent in 2(G9
and 63 cases respectively, instead of at the correct rate of 2.5 per ecent.
The mistake resulted in discount being allowed in excess by Rs. 1,26,273.

On the mistake being pointed out in audit, the local office stated (April
1984) that the point required clarification from the Finance department.
The reply of the local office is not tenable as there is no ambiguity in the
Government notification dated 23rd February 1981.

The case was reported to Government in January-June 1984; their reply
is awaited (March 1985).

6.9 Loss of non-judicial stamps

Non-judicial stamps are printed at the India Security Press, Nasik and
these are supplied by the Central ‘Stamp Store, Nasik to various State
Governments according to their requirements. Consignments of stamps are
despatched from Nasik by rail and, after their despatch, these stamps hecome
the property of the State Governments concerned. Any loss of stamps
during transit are required to be horne by the State Governments concerned.
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Fifteen consignments containing 3,46,000 sheets of non-judicial staraps
of the face value of IRs. 2,91,65,000 were despatched by the Central Stawmp
Store, Nasik, to various stations in West Bengal between May 1981 and
February 1984. Out of these, 41,669 sheets of stamps of the total face value
of Rs. 22,72,670 were accounted for short at the destination. Five Treasury
Officers (Howrah, Hooghly, Arambagh, Sreerampur and Uluberia) stated
that non-judicial stamps of the face value of Rs. 22,02,670 had been lost in
transit, while one Treasury Officer (West Dinajpur) did not specify any
reason for the short accountal of stamps of the face value of Rs, 70,000.
Compensation for loss of stamps of the value of Rs. 3,75,000 only had been
claimed from the Railways. No payment had, however, been made by the
Railways so far (March 1985). The reasons for non-preferring any claim
for the loss of remaining stamps of the face value of Rs. 18,97,670 were not
on record.

The possibility of misuse of the stamps could not be ruled out in such
cases. As per the State Government rules, in cases where stamps are
transferred from one place to another by rail within the State, this is done
under police protection, but no such procedure is followed in the case of
despatch of stamps from the Central Stamp Store, Nasik to various placss
in the State.

The lots of non-judicial stamps was reported to Government in November
1984 ; their reply is awaited (March 1985).

D—Eleotricity Duty

6.19 Noun-realisation of electricity duty from owners of unregistcred generating
sets

As por the Bengal Electricity Duty Act, 1935, in cases where any energy
is generated and supplied by a person other than a licensee, electricity duty
at prescribed rates is leviable on the energy so generated and supplied in
excess of two and a half kilowatts. Under West Bengal Electricity Duty
(Amendment) Act, 1979, with effect from 1lst June 1979, energy generated
by owners of private generating sets for their own consumption in any
industrial or manufacturing process or for other specified purposes is exempt
from levy of electricity duty, provided such generating sets are registered
under the provisions of the Act. '

In Calcutta, in the case of seven industrial units, which had registered
their private diesel generating sets during October 1979 to December 1980,
electricity duty on the energy generated and consumed by them prior to the
dates of registration had not heen assessed and collected.
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On the omission being pointed out in audit (August 1982), the depart-
ment stuted (June 1984) that electricity duty had since been assessed at
Rs. 1,12,5868, out of which an amount of Rs. 4,623 had also been realised

in May 1984. Report on recovery of the remaining amount is awaited
(March 1985).

The case was reported to Government in November 1983; their reply is
awaited (March 1985).

E—Irrigation

6.11 Assessment and collection of water rate

The levy of water rate in areas where water is supplied from irrigation
works executed, maintained or controlled by the State (fovernment, is
regulated by the West Bengal Irrigation (Imposition of Waier Ratle) Act,
1974, while the "evy of water rate in areas where water is supplied by the
Damodar Valley Corporation is regulated by the West Bengal Irrigation
(Imposition of Water Rate for Damodar Valley Corporation Water) Act,
1958. The assessment and collection of water rate under both the Acts
have been entrusted to nine Revenue Divisions and two TRevenue Tnits,
which function under the administrative control of the Irrigation and Water-
ways department.

6.11.1 Trend of revenue

The collection of water rate vis~a-vis the estimated receipts d iring the
period 1978-79 to 1982-83 were as given below:—

Year Estimated  Actual Shortfall
receipts collection in
collection
Inlakhs of Rupees
1978-79 . .. .. 541.32 74.77 466.56
1979-80 . . . 471.50 70.58 400.92
1980-81 . .. w T 488.50 37.41 449.09
1981-82 . .. .. 486.50 26.95 459.55
1982-83 . .. . 92.00 22.59 69.41

The actual collection of water rate fell short of the estimated receipts by
75.45 to 94.46 per cent. The reasons for the shortfall, called for (March
1984) from Government, are still awaited (March 1983).

9
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6.11.2 Arrears of revenue pending collection

The arrears of water rate have been mounting from year to year. As at
the end of 1982-83, the arrears stood at Rs. 9.36 crores, as per year-wise
break-up indicated in the table below:—

Year Opening Demand Total  Collection  Arrears
balance  raised demand during
during the ycar
the year

(In crores of rupees)

1978-79 . 4.69 1.29 5.98 0.40 5.68
1979-80 .. 5.68 1.04 6.62 0.4 6.18
1980-81 6.18 1.46 7.64 0.22 7.42
1981-82 .. 7.42 1.33 8.75 0.23 8.62
1982-83 . 8.52 1.04 9.56 0.20 9.36

As per the provisions of the West Bengal Irrigation (Imposition of Water
Rate) Act, 1974 and the West Bengal Irrigation (Imposition of Water Rate
for Damoder Valley Corporation Water) Act, 1958, arrears of water rate can
be recovered from the parties concerned along with interest as public demaud.
For this purpose, tle Revenue Officers have been vested with powers of
realising the arrears by resorting to certificate proceedings. But out of the
aforementioned arrears of Rs. 9.36 crores, certificate proceedings has been
initiated in respect of arrears amounting to Rs. 0.31 crore only. Even in
those cases where the certificate proceedings had been initiated, there were
inordinate delays in the disposal of those cases. For instance, out of 78,259
cases in which certificate proceedings had been initiated during 1979-80 to
1982-83, only 9,866 cases (12%) were disposed of till the end of March 1983.
Further, 7,035 certificate cases relating to the period from 1964-65 to 1973-74
yere transferred from one Revenue Division (Burdwan) to another Revenue
Division (Hooghly) in August 1981, but these cases were not pursued by the
latter Division.

On the omissions being pointed out in audit (March 1984), the Revenue
Divisions stated that certificate proceedings could not be initiated or pursued
due to (i) non-vesting of certificate powers in the Revenue Officers in time and
(ii) shortage of staff.

6.11.3 Failure to finalise assessment of water rate

(a) As per the instructions issued by Government in July 1977, the
Engineering Divisions are required to forward test notes (indicating particulars
of plots irrigated in each mouza) to the Revenue Division within two months
from the end of each watering season and the Revenue Divisions are required
to assess water rate within two months from the date of receipt of these test
notes, after verifying the individual irrigated plots with the settlement records
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available in the settlement office or local land reforms office. In four divisions
(Midnapore, Burdwan, Birbhum and Hooghly), an area of 2,05,485.94 acres
was irrigated during the three kharif seasons between 1971-72 and 1983-84.
Due to non-maintenance of any control register in the Engineering Divisions,
test notes in respect of water supplied to 61,924 acres of land were omitted to
be forwarded by the Engineering Divisions to the Revenue Divisions. In
respect of water supplied to certain other lands admeasuring 1,43,561.94 acres,
irrigated between 1977-78 and 1982-83, the test notes were forwarded by the
Engineering Divisions to the Revenue Divisions after a lapse of 1% year to
7 vears from the dates of irrigation. In one case (Burdwan Division), although
the test notes were received by the Revenue Division from the Engineering
Divisions in respect of water supplied to 6,04,853 acres of land during .rabi
and boro seasons between 1965-66 and 1980-81, the Revenue Divisions took
as long as 14 years to 7 years to verify the individual irrigated plots with the
settlement records available in the settlement office or local land reforms office.
As a result, the assessment of water rate in respect of the aforementioned
lands was not completed till May 1984. The inordinate delay in finalisation

of the assessment resulted in revenue amounting to Rs. 2.02 crores not being
realised by Government,

On the omission being pointed out in audit (May 1984), the Revenue
Officers agreed (May 1984) to takc steps for expediting the assessment work.
The report on action taken is awaited (March 1985).

(b) In Midnapore district, 4,35,940.76 acres of land were irrigated during
the kharif seasons between 1975 and 1978. The assessment of water rate
was, however, made in respect of an area of only 2,52,697.65 acres of land,
leaving an area of 1,83,243.11 acres for which assessment had not been done
til April 1984, although 5 to 8 years had elapsed since these lands were
brought under irrigation. In another case, in the same district, assessment in
respect of 21,107.23 acres of land irrigated during 1974-75 to 1978-79 had
not been completed till April 1984, although 5 to 7 years had elapsed since

the commencement of water supply to these lands, resulting in non-realisation
of revenue amounting to Rs. 26.09 lakhs.

On the omissions being pointed out in audit (March-April 1984), the
Revenue Officers agreed (April 1984) to take necessary steps for finalisation
of the assessment. Reports on action taken are awaited (March 1985).

«¢) In Midnapore district, about 2,655 acres of surplus agricultural and
non-agricultural land were under the management of Midnapore Caral
Revenue Division and upto the year 1972-73 that Division had leased out
those lands on the basis of rents fixed at the public auctions. As per the
Government's orders issued in January 1974, the management of those lands
was to be transferred to the Midnapore Irrigation Division (East and West)
and that Division was to arrange for lease of these lands on annual licence or
lease basis, in consultation with the District €pllector. But these lands were
actually not transferrod to the congerned Engineerjng Divisions, nor were these



62

leased out after the issue of the aforementioned Government orders in
January 1974. Failure to hand over these lands to the Imganon Division
and to lease them out from January 1974 onwards resulted in loss of revenue
amounting to Rs. 1.09 lakhs approximately for the period from 1973-74 to
1983-84 (calculated on the basis of average annual lease rent of Rs. 9,915).

On the omission being pointed out in audit (March 1984), the department
stated (March 1984) that the conccrned Engineering Division was reluctant to
take over the surplus lands. The reply was, however, silent regarding the
steps taken or proposed to be taken to sort out this matter with the Engineering
Division and to lease out the lands on licence or lease basis, to avoid further
loss of revenue.

(d) Assessment and collection of water rate in respect of 1,099.25 acres
of land (Hooghly district), which had been receiving irrigation water for kharif
seasons from 1977-78 onwards, were stayed by the Calcutta High Cour! in
1976. Though the stay order was vacated in favour of the State in March
1982, no actiop was taken by the department for assessment and collection of
water rate for the period 1977-78 to 1982-83, resulting in non-realisation of
revenue amounting to Rs. 98,931.

On the omission being pointed out in audit (April 1984), the department
agreed (April 1984) to take action for assessment and collection of water rate.
Report on action taken is awaited (March 1985).

6.11.4 Loss of revenue due to non-issue of notifications for imposition of
water rate

As per the West Bengal Irrigation (Imposition of Water Rate) Act, 1974,
whenever the State Government is of opinion that lands in any area are likely
to be benefited by irrigation during kharif season, rabi season or summer season
by water supply from any irrigation work, the State Government may, by noti-
fication, declare its intention to impose in such area a water rate for every
kharif season, rabi season or summer season, as the case may be.

In Midnapore district, 48,486 acres of land were irrigated for kharif, rabi
and boro crops during the period 1974-82 (11,304 acres during 1974-77,
36,197 acres during 1977-80 and 985 acres during 1980-82). Test notes
showing the area brought under irrigation were duly forwarded by the Engi-
neering Divisions to the Revenue Division between 1975 and 1981; but no
notifications for imposition of water rate were issued by Government. Non-
issue of notifications resulted in revenue amounting to Rs. 26.98 lakhs not
being realised in respect of water supplied to these areas -during the aforc-
mentioned period.

On the omission being pointed out in audit (August 1984), the department
stated (August 1984) that the necessary actxon ‘'would be taken, Report on

‘action taken is awaited.
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The above points were reported to Government in November 1984; their
reply is awaited (March 1985),

F—Departmental Receipts
6.12 Loss of revenue due to delay in finalisation of auction bid

In Howrah Division (Construction Board), quotations for dismantling and
sale of a public building (declared condemned) were invited in August 1982
and the highest offer received was for Rs. 71,000. On 21st September 1982,
the bidder intimated his unwillingness to undertake the work as per the proposed
offer unless its acceptance was communicated to him within scven days.
However, it was in December 1982, after a lapse of 4 months, that the depart-
ment forwarded the offer of Rs. 71,000 to Government for approval which was
not received. Since no acceptance was communicated to the bidder by
Dccember 1982, he requested the department to refund the earnest money
deposited by -him. The Department cancelled (January 1983) the bid and
refunded the earnest money to him. On a fresh auction held in January 1983,
the highest offer received was for Rs. 30,778, which was not accepted by the
department being on the low side. In January 1983, quotations were once
again invited and the highgst «ffer for Rs. 41,787 accepted in June 1983.

The non-acceptance of the highest offer of Rs. 71,000 received in the first
auction thus resulted in loss of revenue amounting to Rs. 29,213.

The matter was reported to Government in October 1983; their reply is
awaited (March 1985).

6.13 Non-levy of toll charges

By three notifications issued in October 1974, January 1975 and
October 1974 respectively under the Indian Tolls Act, 1851, Government
prescribed toll charges to be realised from 1st December 1974, 1st
February 1975 and 1st December 1974 in respect of the various types of
vehicles crossing the Rosulpur Bridge (Midnapore), Bhairab Bridge
(Murshidabad) and Darakeswar Bridge (Bankura) respectively. The vehicle
owners, however, did not pay the toll charges and obtained between December
1974 and July 1981 temporary injunction orders from the Calcutta High Court.
But these injunction orders were vacated by the Court in favour cf Government
in July 1975 (in the case of vehicles crossing Rosulpur and Darakeswar
Bridges) and March 1981 (in the case of vehicles using Bhairab Bridge). On
an average, 2066 buses were allowed to cross the Rosulpur Bridge per month
during the period from 1st December 1974 to July 1975, and 265 lorry owners
and 33 bus owners of the Automobile Association used the Darakeswar and
Bhairab Bridges per day during the periods from 7th December 1974 to 21st
July 1975 and 2nd August 1975 to 18th July 1983 respectively. But no
action was taken to recover toll charges from them. Toll charges not recovered
amounted to Rs. 48,138, Rs. 4,59,608 and Rs. 5,75,982 in respect of the

vehicles using the Rosulpur, Darakeswar and Bhairab bridges respectively,
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On the omission being pointed out in audit (between November 1983 and
August 1984), the department stated (between December 1983 and August
1984) that necessary demand in respect of the vehicles, which used the Bhairab
Bridge was being raised and also agreed to look into the matter regarding
vehicles which used the Darakeswar Bridge. Report on action taken and the
reply in respect of the vehicles which used the Rosulpur Bridge are awaited

March 1985).

The matter was reported to Government in October 1984; their reply is
awaited (March 1985).

6.14 State Lotteries

(i) The Government of West Bengal introduced State lotleries in
January 1969 as a measure for mobilising additional resources for develop-
mental activities in the State. The working of State lottery is regulated by
the West Bengal State Lottery Rules, 1968 and is administered by the
Director of State Lottery under the overall supervision of the Finance
(Taxation) Department, Government of West Bengal. The tickets are sold
departmentally (at sale centres in treasuries /sub-treasuries), Liasion
Commissioner, New Delhi and through agents who are paid commission
ranging between 20 and 25 per cent, depending upon the number »f tickeis
purchased by them.

(i1) The financial results of 199 weekly and bumper draws held during
ths years 1979-80 to 1982-83 are given below:

1979-80 1980-81 1981-82 1982-83
(Amount in crores of rupees)

Total number of draws held - 49 50 50 650

Total receipts (less commission allowed) 4.41 4.68 4.42 3.86

Total expenditure . . 2.86 2.70 2.97 2.86

Net feceipts .. .. 1.56 1.98 1.45 1.00

Percentage of expenditure to total re- 75 58 68 74
ceipts

Percentage of net receipts to total 35 42 33 26
receipts

The percentage of net receipts came down from 42 in 1980-81 to 26 in
1982-83. The decrease in net receipts was stated to be due to difficulties in
printing of tickets and keen competition offered by other State lotteries.

In respect of Bumper Draw No. 441 held in November 1983, the target
for sale of tickets was fixed at 45 lakhs of Rs. § each, as against the target of
45 lakhs, 51 lakhs and 42 lakhs of Rupee 1 each of similar bumper draws held
in 1980, 1981 and 1982 respectively. The basis on which the price per ticket
of Draw No, 441 was fixed at a higher figure of Rs, 5 was not on record,
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Government anticipated a profit of Rs. 56 lakhs (estimated receipts Rs. 2.28
crores less estinated expenditure Rs. 1.69 crores). Actually, however, Govern-
ment sustained a loss of Rs. 27.89 lakhs (actual expenditure Rs. 103.19 lakhs
less receipts Rs. 75.30 lakhs), as only 15.06 lakhs tickets could be sold against
the target of 45 lakhs. The department stated that the loss was due to keen
competition offered by the contemporary bumper draws of other State lotteries.

At Asansol sale centre, no tickets were supplied for draw No. 269 held in
May 1980. For fifteen other subsequent draws held between May 1980 and
April 1982 also, the tickets supplied were short of the actual requirement of
the centre by 3,03,900 tickets (the number of tickets requisitioned by the sale
centre and the tickets actually supplied to it being 9,47,900 and 6,44,000
respectively). It is not clear why full requirements of tickets of this centre
were not met, specially because there was a surplus stock of 18,44,460 tickets
with the Divectorate in respect of these draws. Having regard to the fact that
this centre had sold out al} the tickets supplied to it in respect of 138 draws
out of 167 draws held between May 1980 and September 1983, the short
supply of tickets for the aforementioned draw No. 269 and fifteen other draws
deprived Government of revenue amounting to Rs. 3.04 lakhs approximately.

6.14.1 Losses due to delays in printing of lottery tickets

(a) On 22nd August 1979, an order was placed on the Government Press
for printing of 13.60 lakh tickets for draw No. 240 to be held on 22nd October
1979. The press supplied only 6 lakh tickets and that too only 2 to 5 days
before the date of the draw. Due to delay in supply of tickets, the draw had
to be cancelled, resulting in loss of revenue amounting to Rs. 3.04 lakhs
approximately, apart from the expenditure of Rs. 0.66 lakh incurred on printing
of tickets being rendered infructuous.

(b) In respect of five other draws held between 24th May 1980 and 4th
November 1981, there was delay ranging between 7 days and 17 days trom
the stipulated dates of supply of tickets by the press. This also adversely
affected the sales of tickets for these draws. Kstimated loss of revenue in
these cases amounted to Rs. 9.67 lakhs.

(c) In respect,.of eleven weekly draws held between May 1981 and
August 1981, 151.80 lakh tickets were to be printed, but the press supplied
97.26 lakh tickets only. Short supply of tickets (54.55 lakhs) resulted in
estimated loss of revenue of Rs. 13.85 lakhs, based on the average salc
proceeds of tickets for draws held during 1981.

6.14.2 Overpayment of agency commission

As per the terms and conditions for payment of commission on sale of
tickets for the 441st super bumper festival draw 1983, the selling agents
were to be allowed agency commission of 20 per cent of sule proceeds for
selling tickets up to 1 lakh. Additional half per cent commission was
admissible for every additional sale of 1 lakh tickets, subject to maximum
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commission of 25 per cent of sale proceeds, provided the selling agents
furnished a guarantee for purchase ol such minmimum number ot tickets.
In the event of the agent’s failure to sell the minimum guaranteed number
of tickets, he was liuble to pay penalty amounting to Rs. 2,000, as
contemplated in the executive order dated 22nd August 1983,

At the request of two agents, the department agreed to supply 11 lakhs
tickets to each of them in respect of the said bumper draw, but the ageuts
actually purchased 3.37 lakhs and 3.48 lakhs tickets only. Nevertheless,
they were allowed commission at the rate of 25 per cent of sale proceeds,
as against the commission of 21 per cent admissible under the scheme,
resulting in excess payment of commission of Rs. 1.37 lakhs. No penaltv
was also levied for the agents’ failure to purchase tickets to the extent rhese
were reserved for them,

6.14.3 Unauthorised utilisation of sale proceeds

As per the departmental instructions issued in April 1977 and May 197¢.
the District officer, the Subdivisional officer und Liasion Commissioner, New
Delhi were suthorised to retain prescribed percentage (24 to 5 per cent) of
the sale proceeds of lottery tickets sold through them, for paymens of
honorariag to the staff (gazeited and non-gazetted) under them, for their
meritorious efforts for increasing the sale of tickets. The surplus amount,
after payment of the honoraria, was required to be deposited by the officers
concerned along with the sale proceeds of lottery tickets before the end of
the financial year.

A test check in audit of the records of 12 sale centres revealed that the
sale centres had not deposited surplus revenue amounting to Rs. 10.21 lakhs
(relating to the period January 1980 to March 1984) in Government account.
Of this, an amount of Rs. 8.30 lakhs was unauthorisedly spent by the sale
centres for meeting expenditure on certain items, which were not covered

by 4bove instructions.

On the irregularity being pointed out in audit, the department stated
(July 1984) that the expenditure had to be incurred for conducting
meetings, seminars, etc., for the purpose of sale promotion, for which no
separate allotment was made by the Directorate.

6.14.4 Delay in remittance of sale proceeds

Sale proceeds of lottery tickets hy sale centres are required to be remitted
promptly to the Directorate of State Lotteries for deposit into Government
account. Some cases of delay in remittance of sale proceeds of lottery
tickets by the New Delhi sale centre were pointed out in paragraph 7.6 of
the Report of the Comptroller and Auditor General of India (Revenue Receipts)
for the year 1977-78. Such delays, however, continued to persist, During the
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period between May 1980 and December 1983, sale proceeds amounting to
Rs. 22.63 lakhs were remitted by the sale centres to the Directorate atter
delays ranging between 18 days and 164 days.

6.14.5 Other points

As per Government orders (March 1983), some selected selling agents
of tickets enjoyed the facility of getting fresh tickets for sale in exchange
for prize-winning tickets of other draws, claims for bonus, additional com-
mission, etc., subject to the condition that an amount equivalent to the value
of such claims should be deposited forthwith with the prescribed authority
on demand, if any such claims were subsequently found to be doubtful or
mvalid. There was no provision of obtaining security deposits from the
agents concerned.

A test check of the records of the Directorate showed that fresh tickets
for Rs. 35.80 lakhs were issued to eight agents in exchange of the said
claims for the period from 1lst June 1983 to 4th January 1984. But these
claims had not been finally admitted by the Directorate till July 1984.

The above points were reported to Government in August 1984; their

reply is awaited (March 1985).

Calcutta, (R. CHANDRASEKARAN),
The @ 2 SEP 1985 1985. Accountant General 11
‘West Bengual.

Countersigned.

TN. Lhatun edr

New Delhi, (1. N. CHATURVEDI),
The 2 SEF 198 1985, Comptroller and Auditor General of India.
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