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PREFATORY REMARKi 

TuE Audit Report on Itevenue Rereipts (Civil) of the Government of West 

Bengal for the year 1973-74 is pre1o1ente<l in a separate volume as was done , 
last year. The mnterial in the Report has been arranged in the following 
order:-

(i) Chapter I deals with trends of revenue classifying them broadly 

under tax revenue u.nd non-tux revenue. 'l,he variation l1etween 

the Budget estimates and the actuals in reRpe<·t of principal 

heads of revenue and the position of arrears of revenue, etc., 

are discussed in this Chapter. 

(ii) A review of taxation ancl mobilisation of resource!! by the State 

Government for financiuµ: the Fourth Five-Year Plan, hm1 been 

given in Chapter II. 

(iii) Chapters III to VIII set out certain case11 and points of interest 

which came to notice of Audit during test audit of Sales Tax, 

Land Revenue, Entry Taxes, Electricity Duties, .Stamp Duty 

and Registration Fees and other miscellaneous receipts. 

2. The points brought out in tl1i11 Report are those wh(ch have come 

to notice during the course of test audit. They are not intended to convey 

any general reflection on the financial administration by the departments 

concerned. 





OHAPTER t 

Cenaral 

1. Trend Of Revenue Receipts: 'l'he total revenue receipt of the 
Government of WeRt Bengal for the year 1973-74: was Rs.376.50 crores 
against the antieipated r~venue of Rs.371.54 crores. The total revenue 
realised during the year registered a decrease by 11 5 per cent. against 
that of 1971-72 (Rs.425.4a crores) and an increase by 7.2 per cent. over 
that in 1972-73 (Rs.351.22 crores). Of the fotal receipts of •Rs.376.60 
crores, Rs.191.09 crores represented receipts realised by the State 
Government under '"l'ax Revenue" and Rs.40.30 crores under "Non-Tax 
Revenue". The receiptR from the Government of India (Rs.145.11 crores) 
by way of share of Central taxes and grants-in-a.id accounted for 38.6 per 
cent. of the total revenue rereipts during the year. 

21. (a) Analysis Of Revenue Receipts: An analysis of the receipts 
during 1973-74 along with the corre11ponding figures for the preceding four 
yea.rs is given below: 

I. Revenue raised by tho State Qo. 
vernmon~-

(a) Tax revenue 

(b) Non-tu: revenue 

Total 

n. Receipts from Government of 
India-

(In ororea of rupees) 

1969-70 1970-71 1971-72 1972-73 1973.74 

l B 8 4 6 

180·88 146·04 178·84 191·09 

28·71 81·22 88•03 40·80 

166·96 189·54 177·26 208·87 291·89 

(a) State Bhare of divlalble GO·G& 82•68 78•86 87·60 99·!8 
Uniontuee. 

UI. Total revenue rooeipta of the 261·68 268•02 4215·43 3151•22 876·50 
State (I+ II) 

IV. Peroontageofltom 63·8 119·6 41•7 159·15 61•4 

•Increase in grants-in-aid in 1971-72 was due to the receipt o£ a grant of Ra. 128•89 C1'0NI 
fl'Olll the Government of India for relief of refugMI from the erttwhile Eut Pakistan. 
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Thus taking the average of the five-year period, 1969-70 to 1973-74 

43 per cent. of the State'e total revenue came from the Union Government. 
'l'liP 8tate'H mobilisation amounted approximatPly to 57 per cent. 

'l'he groH11 rerei11ts during the year 1973 .. 74 showed an increase of 
lts.25.28 rrore11 as compared to thoHe of the P,receding year mainly owing 
to inernaRe m the share of Central taxes assigned to the States (Rs.8.66 
crorei.) and inc:rt>ase in reneipt from the taxe11 collected by the State 
(Rid 7 .25 rrore11). The bulk of the mcreu.11e under State taxes was under 
8alt>H Tux (ltH.10.4.5 C'rorel'I), attrihutPd mainly to introduction of certain 
mea:mres to c·hec·k evasion of ta.x, ensure better rollection of dueA and 
speedier disposal of assessment cases, and under Stamp Duty (Rs.3.93 <'rares) 
stated to be due to increased rates on bottomry bonds, conveyances and 
other im1truments relating to immovable properties. The receipts from 
Land Revenue, Rtate Rxcise Duties, TaxeH on Vehic1eA and Registration 
Fees recorded only marginal inf'reases whereas the receipts from Taxes on 
Agricultural Income and Other Taxes and Duties declined compared to the 
previous year. 

(b) Tix revenue raised by the State: Rel'eipts from tax revenue 
during the period of five years from 1969-70 to 1973-74 constituted about 
81.5 per eent. of the State's own revenue receipts during that period. An 
analyRis of the tax revenue for the year 1973-74 and for thf' preceding 
four years, is given below: 

1. Taxes on Income 
Other than Corpora
tion Tax-Taxes on 
Agri<'ultural Income. 

2. Land Revenue 

s. State Excise Duties 

4 . Taxes on :Motor Vehi• 
oles. 

6. SalesTax 

6. Other Taxes and 
Duties. 

7. StBn1pB 

8. ReJistration 

Receipts during the year 

(In <'roret1 of rupees) 

Increase 
(+) or 

l 89-70 1970-71 1971-72 1972-73 1973.74 decrease 

1-118 

10•11 

16·08 

6·25 

63·31 

21·18 

1·08 

5·90 

17·08 

6·58 

67·93 

22·83 

0·92 

5·19 

18·44 

6·98 

74·18 

30·81 

(- l in 
1973-74 
with 

reference 
to 1972-73 

1·01 0•92 -0·09 

5·23 7·32 -! 2•0U 

18·90 20·26 +1·36 

8·71 8·96 +0·26 

91·24 101·69 +10·45 

37·41 36·85 -0·78 

7·75 7·73 8·05 9·48 13•41 +3·9S 

1·56 1·70 1·'7 1·86 1·88 +0·02 

127·82 110·83 148·CU 173·84 191•09 +17·25 
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(c) Non•tax revenues of the State: The principal 1muroes of non-tax 
revenue of the State are Forest, Interest, Agriculture, Industries, 
Miscellaneous Department11, Iiabour and Employment and Public Works 
constituting about 78 per cent. of the non-tax revenues of the State during 
the year 1973-74. An anQlysis of non-tax revenue under the principal 
eources for the year 1973-74 and the preceding four years is given below: 

(In ororea of rupees) 

1969-70 1970-71 1971-72 1972-73 1973-74 (lnoreaae + ) 
decrease 

(-) 1978· 
74 

with refer. 
enoe to 
1972-73 

l. Forlll!lt 1·46 l·llO 1•41S 4·12 4•82 +0·70 

2. Intereat 4·61i 4·04 4·86 IS·28 8·68 +B·41S 

3. MiscellaneoU11 Depart· 2·60 l ·IS7 0·69 3·36 2·26 -1·11 
ments. 

4. Agriculture 4·71S 2·99 2·98 6·46 IS·60 +0·14 

6. Industries 2·1S4 2·61 8·09 2·1S3 2·74 +0·21 

8. Pnblio Works 1·23 0·86 0·87 1·80 1·21 -0·69 

7. Labour and Employ. IS·Ol 3·73 6·112 2·39 6·10 +8·71 
ment. 

8. Othol'fl 111·91 10·71 8·86 10·14 8·90 -1·24 

Total .. 39· 14 28·71 31·22 31S·03 '6·30 +11·27 

3. Variation& b8tween the budget estimates and the actuals: (i) The 
actual receipts, compared to the budget estimates during the five years 
from 1969-70 to 1973-74 were as under-

(In orores of rupees) 

Year Budget Aotuale Variation 
exoeee(+) 
shortfall 

(-) 

A. Tax revenue .. 1969-70 112 ·81 127·82 (+)13 ·01 

1970-71 131·89 130·83 (-) l ·06 

1971-72 141·68 146·04 (+) 4·36 

1972-73 1116•08 173·84 (+)18·76 

1973-74 179·37 191•09 (+)ll •72 

B. Non-tax revenue .. 1969-70 44·91 39·14. (-) ft·77 

1970-71 44·67 28•71 (-)11S•96 

1971-72 113•10 31 ·22 ' - )21 •88 

1972-73 .. 44•60 86•03 (-) 9•'7 

19'78·7• M 18•'78 40•90 (-)18•'' 
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(ii) 'l'he variations belween the budget estimates and the actuals under 

the principal heads of revenue are given below: 

(In oro1'811 of rupeea) 

Head• of revenue y., Budget Aotuall!I Variation Peroen. 
eatimate1 (+)exoeaa tap of 

(-)short· Vari&• 
fall tion 

1 2 II 4 IS 6 

1. Taze1 on Inoome othv than 1969.70 1 ·02 1·118 +0·116 (+)II' •9 
=ration Tu-Taxe1 on 

oultural Inoome 1970.71 1 •llll 1•08 -0·14 (-)11 •4 

1971-72 I ·211 0·92 -0·88 (-)26·4 

197.2-78 0·98 1·01 +0·03 (+)8•0 

1978-74 1 ·00 0•92 -0·08 (-) 8•0 

9. Ur.nd Revenue 1969-70 8·00 10·11 +4·11 (+)88 •II 

1970-71 8·33 11·90 -0·43 (-) 8 ·7 

1971-72 6·96 11•19 -1 ·77 (-)211·4 

1972-73 6·29 IS•23 -l ·011 (-)16·8 

1973-74 9 ·.211 7•32 -1•93 (-)20•9 

a. State E:aeiH DuU.. .. 1969-70 IS ·110 16·08 +2 ·58 (+)19•1 

1970-71 111 •41 17·08 +I ·67 (+)10·8 

1971-72 16·110 18·44 +1·94 (+)11 ·8 

i97la.78 18·08 18·90 +0·87 <+l 4•8 

1973.74 19·611 20·26 +0·61 <+l 8·1 

4. Tane on Motor Vehiolea .. 1969-70 6·110 6•21S -0·2lS (-) 3 •8 

1970-71 6·911 6 ·58 -0•37 (-) 11 •3 

1971-72 11 ·llS 6·98 +0·63 (+) 9·9 

1972-78 6·97 8•71 +1·74 (+)24•9 

1973.74 8 ·llS 8·96 +0·81 (+) 9•9 

6. Br.lei Tu ., .. 1069-70 IS8·84 63·31 +4·97 (+) 8 ·II 

1970-71 70•40 67•98 -2·47 (-) 8•11 

1971°72 78·80 7'•18 +0·38 <+> 0•11 

1972-78 78·80 91 •24 +12·U (+)111•7 

·~ 1978·7' ,, PJ•fO JOl•Oll + 9•111 C+> ll•t 



(In ororea bf rupeea) 

BMda of revenue Year :Budget Aotua.11 Variation Peroen. 
estimates (+ )eX0811 ~of 

(-)ahort· variation 
fall 

l 2 3 ' Ii II 

e. Other TAUi and Dune• 1989-70 17·81 21•18 +3·87 <+ )18 •9 

1970-71 1!2•18 !2·88 +O•llll (+) 2·9 

1971-7ll 27·•9 80·81 +3·82 (+ )lll •O 

1972-73 33•88 87·41 +a·•S (+)10•00 

1978-7' 88·77 36·61i -2 ·12 (-)I·• 

7. Stam pa .. 1969-70 7·11 7•71i +0·20 (+)2·6 

1970-71 7·61 7·73 +0·12 (+) l ·Ii 

1971-72 7·78 8•01i +0·27 (+) S·• 

1972-73 8•4' 9•48 +1·04 (+)12·S 

1973-74 8·46 19·•1 +4·96 (+ )68 ·Ii 

8. Registration .. .. 1969-70 2·00 l ·66 -0 ·113 (- )21i ·3 

1970-71 1·79 1·70 -0·00 (-) I ·O 

1071-72 I ·1111 l ·47 -0·08 (-)li·l 

1872-73 I ·119 1·86 +0·27 (+)16 ·9 

1973-74 l ·119 1·88 +0·20 <+ )18 •2 

4. Cost of collection : The expenditure incurred by the State Govern-
ment during 1973-74 on the collection of various taxes and the percentages 
of the cost of collection fo the tax collected during the last three years, are 
given below : 

(In lakhs of rupeee) 

Grose oolleo· Expendi· Percentage of oaat of oolleotion 
tion. ture on 

oolleotion 
to gross oolleotiona 

1973-74 1972-73 1071-72 

l. Taxes on Agrioultural Income 91•110 12·09 13·2 ll ·4 12•0 

2. Land Revenue 731 ·811 702·011 108•2 Hli·O 140·0 

8. State Excise Duties ,2,026 ·09 140·80 6·0 6·9 7 ·Ii 

'· Tues on Motor V ehiolea 896·12 26·96 8·0 3·0 8·6 

ll. Sales Tu 10,168 ·68 91·83 0·0 0·0 1·2 

6. Other Tues and Duties .. S,661i ·03 88·90 2·4 2·4 2·7 

7. Stamps and Registration 1,1129 ·18 132·02 8·6 10 ·Ii 13·0 

Tot.al 19,108 •43 1,284•7' 8•7 7•0 8•2 
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6. Arrears Of Revenue: The arrears of revenue in respect of 
Sales 'l'ax, Electricity Duty, Entry Tax and Laud Uev.euue pending 
realil!l&t10n as on :Jlet March 1974 amounted to Rs.80.94 crores as indicated 
"ht!low: 

1. Bengal J'inanoe (&lea Tax) Act, 
1941. 

2. We11t Bengal Salea Tax Aot, 1934 

I. Central Sales Tax Aot, 1936 

'· Bengal .Motor Spirit Taxation 
Aot, 1941. 

6. Bengal Raw Jute Taxation Aot, 
1941. 

(a) llltl TU 

Out· 
at.anding 
68 on lat 

April 1973 

33·38 

1·61 

16·61S 

0·80 

0·81 

Freeh 
demand 
raised 

during the 
year. 

0·47 

0·43 

26·31 

(b) EllCtrfcltr DutJ 

Bal&noe as on lit April HTS 

Demands rai11ed during the year (1978·74.) 

(In ororee of rupees) 

Amount 
oolleoted 

8·97 

1·89 

0·03 

Amount 
remitted 
written 
off/redu· 
oedon 

appeal or 
revi11ion 

0 •Iii 

3·26 

•01 

Bal&noe 
outetand· 
ing 68 on 
3111t:Mtiroh 

1974 

1·78 

16·32 

0·31 

1·23 

67·88 

(In ororee of rupees) 

(appros:.) 

8·64. 

11 ·71S 

Total 15·39 

Oolleotion made during the year (1973-74) 

Balance out11tanding 68 on 31st March 1974. 

(o) Entry TH 

:P•lanoe a11 on lat April 1973 

Pemande raised during the year (1973-74) .. 

Oolleotion made during the year (1973·74) .• 

Total 

•• •• 

0·19 

12·00 

12·19 

11 ·96 
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rrhe Department stated (December 1974) that the arrears in the tax 
collection represented short levies deteeted sub11equently or imposition of 
tax and penalty on subsequent detection of eval'lion as uli;o amounts 
11tayed by appellate and other uuthoritie11. 

(d) Lant RHlftll 

The arrears of Land Revenue pending reo.lisation as on last day of 
1380 B.S. amounted to Rs.9.28 rrores us given below: 

(In orore11 of rupee11) 

Balance as on lat Baiaakh, 1380 B.S. 7 •66 

Demand raised during the ytm (10?3-7') . • 7 ·O! 

Total 14 ·68 

Collections made during the year 1380 B.S., i.e. (1973-7') 6 ·40 

Balance outstanding as on laet day of 1380 B.S. 9 ·28 

Information regarding arrears of revenue in respect of other heud1:1 was 
not made available to audit '(March 1975). 
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OHAPTER lI 
Mobilisation of resouroe& 

6. Ceneral: The Fourth Five-Year Plan stressed the :11eed fot 
nwbilumtiou of additional retmurces by the 8tate Government for financing 
plan und non-plan ret1uirements during the plan pE>riod (19G!J-70 to 1973-74). 
This was sought to be a.chitlved by adopting specific mea.sures like-

( i) additional taxation esperinlly of agrknltural inromeH nnd u1·ban 
property value11; 

(ii) efficient nnd profitable operation of publ :c undertakings; and 

(iii) more effe('tive drive for 11mull suvings partirularly in rural areas. 
Eftorts were to ht> direntea to augment resources by-

( 1) mobilising additional resom<'e!! m rural Reetor, especially from 
the agrit>ultural Rector; 

(2) enhancing the rate of taxation and hy ration11lif1ing the tax 
system; 

(3) tapping the HOurce of unearned in1·rement in inrome and wealth 
as a result of int·reuse in land values in and around developing 
urban areaR; 

( 4) withdrnwiug tux im·entives when the purp011es have been served 
hy them and where the return is not l'Ommensumte with the 
revenue loss; and 

(5) raising tlie rate of return on capital employed in electricity 
undertakings, and hy industrial and commercial undertakings 
other than public utilities, as well as by improving financial 
returns from irrigation projerts . .. 

The estimated plan outlay during the Fourth Five-Year Plan for tho 
State of West Bengal was RB.323• crores and wa11 distributed under 
different heads as follows : 

(1) Agricultural and allied 

'(2) Irrigation and Power 

sec tori! 

Transport and Communirntions 

Industry and Minerals 

(In crores of rupees) 

59 

110 

16 

16 

(3) 

(4) 
.(5) Edur.ation, Pub1ic Health and other Social 

Services 69 
10 

44 
'(6)1 Co-operation and Community Development 

(7) 'Miscellaneous 

Total: 323 

•The plan outlay aa approved by the Planning Oommfasion wu Re. 922 •110 orore11. 



.lx81&&/ibortl&H and the reasoas tharefotJ A.ga.i'1111t .the estimated plan 
outlay of Rs.323 crores, the resources ac~ Dlieed \iy th.e State 

Government during the plan period was Rs.366.33 crores. 'l'he target 

set forth in the }lhm and the actual achievement. th.e1?&1a1iainst are iudicated 
below.: 

(In Ol'Ol'811 of rnpeea) 

Tarp~ Aotuala 

1. Additiollal re1oaueee mobiliAtion - - - 70•00 18•10 

I. Borrowing• by the State Government - - 7·00 0•07 

3. Borrowinga by the State enterpri- '"HISO 83''72 

'· Central a1&iatan~ Sl•OO 220·44 

~ ,J22•60 366·33 

Gran ta .. - 86·80 63•H 

Loans 164·70 167•21 

To-1 .221 ·00 220 ... 

.it me,. be wen from the a:bove that the al01ilnll8 ao~ raised 
exceeded the plan outlay by Rs.43.83 crores. The ·~ for ~/ 

shortfall in the different spheres are analysea in the 'following paragrap'ha ~ -

A. Tax and non-tax raoaJpta 

Initially the State Government had indiea~ to the ¥1ml11ling Commiaiian 

that it would be possible to raise approximately lts.80 crores by WB\f of 

additional taxation c;huing the ·Fourth Plan .rieriod. However, a aecision 

having been taken by the State Government to £emit land revenue on 

holdings of less than 3 acres, the target for additional Tevenue was reduc.ed 
to Rs. iO crores in 1970.. 71. The yield from a.di:litional tnatton 'lll8UU1'• 

3 
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actually contemplated was eventually estimated at Rs.53.10 crores only &I 

indicated in the table below: 

(In crores of rupees) 

Year Nature of additional taxation Anticipated yield 

In that In a full Total in 
year year the plan 

period 

1969-70 Increase in the rates of Sales Tax 1·20 6·05 26·03 

Increase in Excise Duty 0·12 0·22 1·13 

Incre~ in Other"laxea . ~. .... 
0·20 0·82 l ·88 

1972-711 Increase in Land Revenue .i·OO 4·00 8-00 
•• .. 

Increase in Taxes on Motor Vehicles 1·00 l ·06 2·06 

1978-7' Increase in the rates of Sales Tax 2·45 2·61 5·06 

Increase in Other Taxes 1·70 1·81 3·51 

Increase in Stamp Duty 0·81! 0·91 1·76 

Increase in Sales Tax 0·80 0·80 

Increase in Taxes on Motor Vehicles 0·10 0·10 

Increase in Other Taxes 2·07 2·07 

Increase in Stamp Duty 0·70 0·70 .. . .. 
Total tl3•10 

It will be observed from the table above that no measures for 
additional taxation for financing development expenditure were contemplated 
during 1970-71 and l97J-72. 

Government stated (M;arch 1972) that by 1971 it was apparent that 
measures of additional taxation already undertaken by the 8tate Government 
in 1969-70 would have yielded only about Us.29 crores in five years and that, 
there would be a shortfall in re1murces unless the State Government stepped 
up resources mobilisation in the last two years of the State plan. The 
additional mea11ures of taxation undertaken in the last two years, however, 
totalled up only to about Rs.24 crores, aga~nst Rs.41 crores required to be 
made up. As against the measures to raise Us.53 crores of aclditionul 
revenue undertaken during the plan period, Government stated (Mnn•h 
1974) that Its.54 crores were raif~ed from additional taxes and another 
Rs.33 crores from Octroi, the proceeds of which were used entirely for 
development purposes of the Calcutta ~etropol!tan Development Area and 
certain municipalitiel'!. The actual receipts which al'crued to the Rt.ate as 

-a. result of the additional measures of taxation cannot be ascertained as they 
have not been accounted for separately. 
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f!'he reasons for the excess and shortfall under certain principal head1:1 
of tax revenues are analysed in the following paragraphs: -

(a) Sales Tax: During the plan period an increase under this head 
from Rs.56.89 crores in 1968-69 to Rs.92.50 crores in 1973-74 was 
envisaged. However, the receipt from thiis head was Rs.101.69 crores in 
the last year of the Fourth Five-Year Plan. As against the total receipt!! 
of Rs.373.84 crores envisaged during the plan period, the actuals were 
Hs.a98.35 crores showing a.n increase of Ra.24.51 crores. This was 
attributed by the Government (March 1974) to variom1 legal and 
administrative steps taken for better collection of taxes. Apart from better 
efforts to collect the tax and the increase in the rates of tax made from 
time to time, the general increases in the prices and the increased indu1:1triaL 
production witnessed during the last three years of the plan have apparent]y 
made an appreciable contribution to the increased collection, as this tax is 
based on the prices of the goods sold. 

The percentage increase in collections of Sales Tax in the different yeartl 
of the plan, vis-a-vis the percentagei increase in wholesale price~ and the 
growth in industrial production from year fo year, is indicated below: 

Year 

1969-70 

1970-71 

1971-72 

1972-73 

1973.74 

Percentage increases over the 
previous year 

Collection& Whole-Male Induetrie.l 
of' ealee prioeet •produc-
tax tion 

(Base (Base 
19112-53) 1963) 

11·3 3· l 11·0 

7·3 /Hi 5·0 

9·2 6·0 l •4 

23·0 4·ti 2·4 

11 ·5 16·0 (-)HlO 

Tlie increaRe in rates of Sales Tax effected in 1969-70 and 1973-74 
was expected to yield an additional revenue of lt.-i.!ll .89 crores over the 
plan period. 'fhe actual increase during the plan period was, however, 
to the extent of Hs.24.61 crores. Apart from thiH sl1ortfall, it is apparent 
that the Sales Tax receipts do not refl.eet adequately the effect of rise in 
prices as well us of the growth in production during the yearl'I rovered by 
the plan. 

(b) State Excise Duties: During the plan period on increase under this 
bend from Rs.13.68 crores in 1968-69 to Rs.19.65 crores in 1973-74 was 
anticipated. Against this the receipts under this head rose to Rs.20.26 
crores in the Inst year of the Fourth Five-Year Plan. fl'lie total receipts 

•Piguree are for oalendar years 1969 to 1973. 

tAooording to Eoonomia.Review 1974-73. 
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envisaged in the plan period. were Rs.83.09, crores; the actuals were, 
however, Rs.90.78 crOt'eS, in.dfoating an increase of Rs.7.67 crores. The 

nn1y meaSU1'& «'f addtti.onal uation undel"ta.kien under this head. was 
the enhancement of excise duty on Indian made foreign liquor oy 

Rs.2 per L.P. litre with effect from 1st September 1969 and uy another Rs.7 

from 6t.h1 February 11).74. The reveuue from intoxicating liquors and 

materi&lit other than coomry sJirits, more or less remained stationary 

during the plan period. The rrievnnt figares rersting to country spirih 

are: 

19811-'10 

1970-'11 

1071-U 

tt'1'2-7la 

1971-'14 

(Ia ororee of rupeea) (In. bulk kilo litrm} 

Reftll'Ue PercentapoConsamp- Peraentap 
r~ iDDMaM ~ 0£ il1ol'8ele 

oountry over the oountry over the 
Bpirit9 p.-iaas 8JI°'*' pNviowl 

9·40' 

10·47 

10·89 

ll·36 

12·65 

year. year 

29·9 10·165 

11·4 11·081 

4·0 11·694 

4·3 12·323 

ll·5 12·9H 

It may be observed from the table above that even the increase in 
revenue from country spirit.a has uot been in keeping with the increase 

in consumption of country spirits from year to year excepting for the years 

1970-71 and 1973-74. 

(c) TUii on Motor VehiDles: During the plan period an i:acrea!le under 

this head from Rs.6.24 crores in 1968-69 to R.s.8.15 crores in 1973-74 was 

envisaged. Against this, however, the receipts under this head rORe to 

Rs. 8.96 croreR hi tl1e la&t year of the plan. Ar-, against total receipts of 

Us.34.92 crore• enviAa.ged i.o the plan period, the actuals were Rs.37.48 
rrores, an incre11ee of R.8. 2.66 C?ores. 'fhe growth during the plan 

period wnA Rs.Z. 72 croreA. The collection under this head had shown 

nn increase of 43.6 per cent. A oSurcharge at the rate of 10 per cent. was 

levied on the exiRting rates for . meeting part of the expenditure on 
refugees who ca.me to India in 1971 anil the pro<'eeds of tl1is surcharge 

realised upto 1972-'13 were credited to the C01Jtrul Government, while 
the proceed.ci realised thereafter were retained hy the State. The increased. 

revenue to the State anticipated on this aet'lOunt waR Rs.l crore per annum. 

IncidentaUy, it may be mentioned \lia.~ UJ:ili.ke in most other Ste.tea, lhere 
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W88• no ta:1: Olli pu&engers and goodti in West Bengal. 'l'his, to· some eix:tent 
accounted f.011 the- relati,.el;r paor eolleetion from tax on motor vehicles iD. 
this Stat.e. The 1'9'\Tenue collected as against the number of regis!Mwt.d 
veh·iltl.es plying in the State has been inclfouitecl bel«tW : 

(In ororea of rupees) 

Yeu Revenue collected •Total number or 
registered nhielet1 

in. the Stat.o. 

lDllD·TO 6•18 1,61,280 

111'7Q•'tl 6·88 1,67,986 

1971-72 6·98 1,711,t.J.8 

1972-73 8·71 1,98,094 

1973-74 8·96 2,04,381 

The number of registered vehicles in the States of .Maharashtra. and 
Tamil N adu and the 1·evenue reali11ed in these States from taxes on moto1 
vehicles are indicated in the Annexure to thif1 report. 

The skarp rise in the number of regi11tered vehi1eles in West Bengal 
during 1972-73 orcurred mainly in the category of jeeps (l,660), motor 
cycles (7 ,126), taxis (2,640) and other vehicles (3,4fi9). 

( d) Anw&em•lt Tax I During t~ plan period au increase under this 
head from Rs.5.40 c.rores in 1~6H to U.s.10.15 cnores in 1973-14 was 
envisaged. Against thh1, actual receipliH ulilLier this head ruse to Rs.8.39 
crores in the lust yea:r of the li'oul'th :Five-Y ~r Plan. As against the totat 
receupt& of ..Rs.36.12 crores envisaged dlll'ing tile plan period, the actualt1 
were R.s.3·7.00 crores showing an iu.erel.lllie u£ Rs.0.94 crore. The growth 
during the plan period was Rfl.2.99 crores. ·The collection under this 
.bead had thws sliown an increaHe of ro.4 per cent. ·The- increased 
collection was attrilmted to increai'IC in the rate of tax ou cinema tickets 
from 25th .July 1972. The estimated a~ditiMJ:a1 yieldti on this account for 
the year 1912-73 and 1973-74 were Rs.1.70 crores and Rs.1.81 crores 
respectively. Surcharges at the rate of IO paise per ticket for entertain· 
ment and at ! per cent. of totalisator and betting tax were leTied from 
17th January 1912 and the collections there(1f upto 1972-7:-t were made 
over to the Central Government as the State's contribution for the 
expenditure on refugee relief. These RurchargeM were continued in 
1973-74 as measureR of additional taxation nnd the proreeds thereof 
retained b.v the State. 

A new tax on entertainment11 and luxurie~ in hotels and restaurants in 
Caleut.ta was in1posed with effect from 25tb ,July 1972, the annual yield 
anticipated on thil1 acronnt bein~ Rs.IO lakh" per annum. The levy of the 
hrxuriel'I tax t'Onld not, however, be enforl'"ed rlnr=ng the plnn period owing 
to a Couri injunction. 
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(e) Land Revenue: During the plan period an increase under this head 
from Rs.7.47 crores in 1968-69 to Rs.9.25 crores in 1973-74 was envisageu. 
,Against this, receipts under this head decreased to Rs. 7 .32 crores in the 
last year of the Fourth Five-Year Plan. As against the total receipts of 
Its.34.83 crores envisaged during the plan period, the actual receipts were 
Rs.33.7b crores, a decrease of Rs.1.08 crores. 'rhe growth during the plan 
period was minus Rs.0.10 crores. As may be seen from the folJowing table 
indicating the yearwise cost of collections against the revenue collections, 
the cost of collection has been quite substantial. 

(In croree of rupee& 

Year Collection Cost of collection 

1969-70 10• ll 7·02 

1970-71 3·90 6·39 

1971-72 5·20 7·27 

1972-73 IH!B 7·18 

1973,74 7·82 7·92 

Thus the cost of collection had exceecled the collection during the years 
1970-71 to 1973-74. The sharp fall in collections W70-71 Wa.'l 

attributed by Government (l•'ebruury 1!}70) to exemption from land 
revenue granted from 1969-70 fpr holdin.gs upto 1.214 hectares (3 
acres). The increase of Rs.2.09 crores in 1973-74 over the preceding year 
was mainly due to the receipt of a provisional payment of Rs.2.47 crores 
from the Coal Mines Authority towards royalty on coal. Substantial 
increase in the rates of rent made from 1st Baisakh 1379 B.S. (1972-73) at 
thrice the previous rates. in the ca!'le of irrigated land, and levy of a sur
charge at 10 per cent. on raiya.ta holding 4 hectares (about 10 acres) or 
more land in one mouza, wel'e expected to yield additional revenue to the 
extent of Rs.4 crores per annum in 1972-73 and 1973-74; but this target had 
not been achieved. Government stated that the full beneifit of revi11ion of 
land revenue effected in 1972 could not he realiseid hecause of drought 
<:onditions prevailing in the State and other difficulties. 

(f) Electricity Duty: During the Jllan period an increase under this 
head from Rs.9.23 crores in 1968-69 to Rs.12.84 croreH in 1973-74 was 
envisaged. Against thiH, however, the receipts under this head ror<e to 
Rs.U.56 crores in the last year of the plan. A total receipt of Rs.49.83 
crores was estimated during the plan period, but, the actuals were Rs.48.81 
crores showing a decrease of Rs.1.02 crores. 'l'he collection increased by 
about 25 per cent. during the plan period. There was no r.l1ange in the rates 
of duty during the plan period. In 1971, n duty was levied on the 
consumption in WeRt Bengal of energy generated, distributed, sold to or 
consumed by an Inter-State River Valley Authority. This measure 
validated past levies from let February 1958. Anticipated yield from this 
levy was Rs.40 lakhs per annum and in addition, aTTears in this duty relating 
to the period 1st February 1958 to 31st March 1970 were also expected to he 
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realised at the rate of R.s.40 lakhs in each year, spread over seven years. 
'1.'he increase in the collection of electricity duty vis·a-vis the increase in the 
sale of electrical power during the plan period i1o1 lletailed below: 

(In orores of rupeeH) 
Year Collection of elootri· Sale of power 

city duty. (In million K W H) 

1969-70 8·34 4668 
1970-71 8·86 4699 
1971-72 8·53 4934 
1972-73 11·52 5244 

1973-74 11·56 (Not available) 

(g) Btamp Duties: 1Juring the plan period an increase under this head 
from Rs. 7 .34 crores in 1968-69 to Rs.8.46 crores was envisaged. .Against 
this, the receipts under this head rose to Rs.13.41 crores in the last year 
of the plan. .As against the total receipts of Ui;i.39.84 crores envisaged during 
the plan period, the actual receipts were Rs.46. 42 crores, an increase of 
Rs.6.58 crores. 'fhe growth during the plan period was Rs.6.07 cr01·es 
01· 82.7 per cent., much of it having occurred in 197:3-74. Government 
informed the Sixth Finance Commission (December 1972) that the receipts 
under this head had reached saturation point. A surcharge of 10 paise on 
aH deeds under the Indian Stamp Act, was levied from 17th January 1972 
to 31st March 1973 for the purpose of the State's contributions to the Centrah 
Government for refugee relief. This surcharge was continued for Stats 
purposes from 1973-74. In addition, by an amendment of the Indian Stamp 
Act, made in 1972, certain basic rates in respect Qf bottomry bonds, 
conveyances a11d other instruments relating to immovable property had been 
increased from 1st November 1972 and this was estimated to yield additional 
revenue of Rs.85 lakhs in 1972-73 and Rs. 91 lakhs in 1973-74. 

(h) Agrioultural Income-tax: The ~ollectio~s under this head had shown 
a clPclining trend during the plan perioc1 even though tlMre was no reduction 
either in the rat~s of taxation· or in the number of assessees as per details 
given below: 

(In crores of rupees) 

Year Collection Number of &111-

1968-69 1·78 22,1119 

1969-70 1·68 23,072 

1970-71 1·08 23,796 

1971-72 0·92 24,607 

1972-73 l ·01 25,106 

1973-74 0·92 25,105 

According to the State Government, the declining yield from this tax was 
due to larger collections in 1968-69 and 1969-70 owing to inrlusion of 
arrears and extra statutory advances, and smaller collections in the 
subsequent years due to flood damages to the tea gardens in succeSC1in 

year1 .. 



{i) Tax• on t1111181Dtlons relating to agrlcutuwal .preMe: The Paddy 
P1ttoho.11e Tax was lev.iecl from :14th ,J a;nuary .J.970 on all purchases (}f t>nddy 
by rice mills at the il'&te of 2 per OBO.t. on the plol.rohase priee and it was 
expected to yield Rs.l crore per annum. 1.'he actual collection under this 
head during the plan period was considerably lower, though the .production 
of paddy in the State lmd shown incl'easing trends during the first three 
years of the plan and the fall in production in the last two years was only 
marginal, as ~ndicated below : 

Year 

1989-70 
1970-'71 
1971-72 
19'72-73 

(In crO\'el! of rupees) 

Tu: collected 

0·"19 
0·31 
0·31 
0·23 

Paddy production• 

(in million toon88) 

1973-74 O·IR 11·80 

Thus this tax bad failed to .provide an appreciable revenue to the State. 

l'he other two tax.es 011 transaotions relating to agricultural produce, vii'., 
'J.~x 011 Raw .T ute- and Talres on Entry of Hootls iuto local areas had not sh.mm. 
my major variations. The yield from tax on raw jute purchal!les hati been 
practically stationary during the period, the area under jute cultivation and 
the iproduotion of jute duTing the period being as under: 

Year 

1969-7.0 

1970-71 

1971-72 

1972-78 .• 

1973-7• 

-· 

... 

Rcccipt Area• 
:from Hiltllll 

(ln<>rortlif) (Lakh 
hectares) 

1•60 6•00 

2•1' '•76 

2•82 8•30 

ll•.18 4•JO 

2·46 ,.92 

B. B01'1'9WJ .. 

Production• 

41-a.kh 
kga.) 

67'0 

6160 

6899 

1131'1 

'1290 

(i) Negotiated loans by the State Covern111811t: The plan document 
provided for Rs.7 crores towards negotiated loans (loans from the Life 
Insurance Corporation of India and the Reserve Bank of India) to be raised 
by the Government. The actuals were, however, Rs.9.07 crores. 

(ii) Negotiated loans and market borrowings by the State ·Enterprises: 
'l'he Planning Commission approved the borrowing of a total amount of 
Rs.24.50 crores by State Enterprises during the plan period. The f'ltate 
Government, however, proposed to fix this limit at. Rs.60.35 crores against 
which the actual borrowing amounted to Rs.83. 72 crores during the period, 
the entire amount being borrowed by the State Electricity Board. 

•According to the Economic Review oft.he respective years. · 
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c. Central A1sf1tat101 

(i) Central assistance to the extent of Rs.221 crores was provided for in 
the plan document for the Rtate plan sehemes. The artual central assistrtnre 
received was Rs.219.:J4 crorl•s (lts.(12.89 crorel'I as grants and Rs.156.45 
crores as loan11). Jn addition, asi.istanc:e for ee11trally-sponso1·ed schemes to 
the extent of Rs.5.li9 cr01·es as Joun and RH.26.47 crores as grant was 
rereived during the plan period. Assistanl'e to the extent of Rs.1.10 crore~ 
(Rs.0.33 crore as grant a1ul Rs.0.77 C'rore as loan) was received by the State 
ns Central aid for scheme11 in the co-operative sector througll the Nntfonai 
Co-operative Development Corporation. ThuR the total rentral as11istanoe 
received by the State for its plnn srhemeR amounted to Rs.220.44 crores as 
against Rs.221 crores envisaged. 

(ii) Transfer of resources from the Centre to the State: The following 
table shows the rising trend in the transfer of resourreN from Central 
Government to the Rtate during the plun period : -

Yee.r 

1969-70 

1970-71 

1971.72 

1972-73 .. 

(In orores of rvpeea) 

Tre.n~fer Grants-in.a.id Tote.J 
Col. 2 to 

4 
ofshal'tlll 

of Central For expen· Othel"fl 
taxes diture on 

2 

110·56 

62·68 

78•36 

87·60 

State ple.n 

3 

ll·27 

ll ·39 

12•99 

13·76 

6 

3N19 94·72 

34·41 108•411 

32·93 •124·28 

40·99 142·38 

1973-74 96·26 13·48 U·37 146· ll 

(iii) Per capita revenue and per oapita income in the State: One way 
of looking at the tax performance of a State may be to see the ratio of 
per capita revenue to the per capita income of the State. ll'he following 
table indicat~s the ratio of per capita re~enue to the peT rapita inrome of 
the State during the five years of the plan period : -

Year 

19119-70 

1970-71 

1971-72 

1972-73 

1973-74 

PopuJ.a. Per ca.pita. Per capita Percent11!f8 
tiont (in revenue income in ofCGl. S 
lakha) in rupees rvpeee e.t to 3 

from te.xea 011Tl"Mlt 
J>ri-t 

1 2 3 " 
437·7 29·2 5111·6 5·6 

4'9·8 29·1 546•1 5.3 

443•1 32·0 584·6 5·6 

4/itl•ll 38·0 573·8 6·6 

467·2 40·9 661·5 6·2 

------ -- ·-- ---
- ;Ex~ludes Rs. 123. gg ~re~ received for relief of refugees from erstwhile East Benpl . 

tAccording to Economi<' Review of the respective y~re. 
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(iv) Non-plan pp in the ltate's flnanoes: While the receipts from 
additional taxation during the plan pel'iod were to be earmarked for plan 
expenditure, the receipts from taxet1 at the levelt1 in 1968-fi!J, ufter allowing 
their normal growth, were. to be applied for meeting committed non-plan 
expenditure. 'l'he Fifth Finance Commission, wl1ile dealing with the 
devolution of Central taxes to the State for the period of five years 19H9-70 
to 197~-74, untidpated that the budgetary requirements of West Bengal for 
non-plan expenditure during the period would not he l'Overed hy its own 
resources in spite of the increased devolution of Central taxes (Us.296.64 
crorei; aR agaiw;t Rs.197 crores recommended by the previoui; Co1111nission) 
1rnd recommended that in order to bridge the gap between normal rece?pts 
and non-plan expenditure, a grant of Jts. 72.62 croreli mig·ht be given to the 
State by the Centre under Article 275(1) of the Constitution. The actual 
receipts of the share of Central taxes during the plan period r.onsiderably 
exceeded the estimates based on the recommendations of the Finanr.e 
Commission and the rer.iepts by way of grnntr.i under Article 275(1) were 
also higher than those indicated in the rec~ommendEttions as 11hown below: 

Recommended by the Finance Commission •• 

Actually received by the Sta.to 

ExcesR .. 

(In crores of rupees) 

Share of Central 
taxes 

296·64 

3711·48 

711-79 

Grants under Article 
275(1) 

72·62 

73·95 

1·33 

in addition to the above, a cash grant of Rs.110.57 "crores was given by 
the Centre to the State in 1971-72 for meeting the expt!nditure on the relief 
of .gees from erstwhile East Bengal against which the expenditure by 
the State amounted to Rs.83.07 crores, thus making available to the State 
an extra amount of Rs.27.50 crores. In spite of the lnrg·e increase in the 
sha.re of Central taxes and the additional amounts received as grants-in-aid 
by the State the non-plan gap expected to be bridged by the Central grants 
under Article 275(1) was n<lt actually bridged, necessitating a special loan 
accommodation being obtained by the State to meet the gap. It was 
estimated by the Government (Marcl1 1974) that the gap in non-plan 
expenditure during the Fourth Plan amounted to Rs.155 crores, as agaim1t 
R.8.73 crores anticipated by the Fifth Finam•e Commission, the inrrea11e 
being attributed mainly to pay revision of Government employees (Hs.42 
croreA) and payment of increased dearneRR allowanre to them (Rs. rn 
crores). Based on these estimates, a special loan of Rs. 134. 73 r.rores was 
obtained by the State from the Central Government during the plan veriod 
to cover the gap in the resources for non-plan expenditure. 
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CHAPTER III 

Bales Tax 

7. Results of test audit: As a re1mlt of test audit during 1973-74 of the 
usAessments relating to Sales Tax, )120 l'ases involving under-assesRment of 
tax amounting to Rs.30.58 lakhs and one case of over-assessment of tax 
amounting to R11.5,670 came to notice. The details of the cases of 
under-assessment are as under: 

(In lakhe of rupees) 

Nature of irregularity Number Amount 
of cases of tax 

under 
BB~d 

1. OmiBBion to tax certain &Cales 58 tl·94 

2. Irrogula.r exemptions 32 18·26 

3. Incorrect determination of taxable turnover 7 1·14 

4. Incorroct computation of tax under CentTal Sales Tax Act, 3 0·47 

Ii. MiRta.kes m computation of taxable turnover 6 0·73 

6. Mistakes in al10111. ing deduotions or irregular deductions 9 3·25 

7. ln<'orrect computation of tax Ii 2·80 

---
Total 120 30·68 

8. Irregular exemption for pump sets: Mention was made in pam. 4 of 
Chapter V of the Audit Report, 1971-72, and para. 11 of the Audit Uepo1t 
(lteceipts), 1972-73 of several instances of non-levy of tax on sales of pump 
sets due to an erroneous order treating them ns agricultural implements .. 
Several more cn!les rame to tl1e noti<'e of audit during 1973-74 in whirh 
sales of pump !lets had heen irregularly exempted from tax. In 14 such 
c•aRefil relatinl.I' to various periodfil in 1966-67 to 1969-70 assesRed during the 
period .lanuary ]9(),1) to Muri·h 1974, turnover aggregating Rs.18:-:J.:J4 lukhs 
on sales of pump 11et!I was exempted from tax reRulting in under-assessment 
of tax amounting to Its.10.35 lakhR. 

'rlicse rases were reported to the State Oovernmeut during tJ1e periud 
April 1974 and .Tune 1974. Reply has not yet been re<·eived ('Marc11 
1975). 

!). Sales not subjected to tax: As a result of certain amendments made 
in 1H67 to tlie Bengnl Finnnre (SaleR Tux) A1·t, 1941, all transaction!! by 
a dealer in f•onnef•tion with, or ancillary or incidental to, trade, commerce, 
mannfol'ture, adventure or ronrern became liable to tax. Several cases 
rame to notire of Audit where surh transa<·tion!I whkh were taxable by 
virtue of the nmendments made in 1967, hRcl not hcen 11ubjerted to tax, 
resulting in under-asseBsment11, In the course of test audit of IS!3 Buch 
c11e1, it wa1 noticed that 011ual and n0Ji·reour:ri1Dg saleil asS'rOS'ating 
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Rs.41 lakhs in respect of ancillary materials and goods i,;old during various 
periods in 1968 to 1970 were not assessed to tax, leading to under
assessments of tux aggTegating Rs.2.89 lakhs. 

'l'he cuses were reported to the State Government (May 1974 to ,July 
1974). No reply has been received so far (March 1975). 

10. Sales of sleepers not taxed: In an assessment for the year 1968 
made in respert of a dealer in August 1972, sales nmounting to Rs.6,69,024 
of e.leepers to the Railways for which cast iron scrap of equal value was 
to be rereived by him from the Railways, were omitted to be included h.b 
the taxable turnover of the assessee, resulting in under-assessment of tax 
to the extent of Rs.:n ,934. 

The ca8e was reported to Government (August 1974). No reply has 
been received so far (March 1975). 

11. Omission to include certain sales for purposes of taxadon: In three 
a.ssesHments for the year ending aIRt M areh 19(;9 ma<le in Ji'ehruary 1973, 
sales amounting to Rs.37.17 lakl1s relating to previout-1 yeurs but billed for 
and included in the accountK of the year under aMsessment (1968-69) were 
omitted to he taken into al'count in arriving at t11e tuxable turnover for the 
year, though these sales had not been taxed i.n the previout-1 periods. 1'hi1o1 
omh1sion resulted in under-assessment of tax to the extent of Rs.2.11 laklu1 
in the three cases. Jt was reported to Audit (April 1974) that in ull these 
cases (one of which was under appeal) the q11el'ition of reopening tl1ese 
asseR11ment11 would be taken up. 

12. Under-assessment due to wrong classiftcation of non-agricultural 
implements: Under the Bengal Finance (Sales Tax) Act, 1941, agricultural 
implements are exempt from taxatiou. The agricultural proce11s is over 
after tl1e harvesting of 1mgarrane nod the suh11equent preparation of cane 
juire, gur, etc., witl1 the use of "~me rrmihers, jui•ee boiling pans, gram 
dryers, etc., does not involve any a~riculturnl pror·eHs. It waH, however, 
noticed in three assessments relating to three denler11 made during J9i7a-74 
(for variouii periods in 1970-71) thnt turnover amounting in all to Rs.5.36 
lakhs on sales of suv,-arC'ane crusl1er11, juke hoiling panfl, gram dryers, etc., 
was exempted from tux treating them a11 Rgricultural implements, though 
the1'1e items rlid not figure in the list of such implements eliidhle for 
exemption, rirculated hy Government in May 1971. Th~ tax under-al"se!IHed 
in these cases was to the extent of Rfl.35,426. 

The matter was reported by the Department (.Tune 1974) to 
enquiry. The caRes were reported to Government in Augu11t 1974. 
has been received so fnr (March 1975). 

be under 
No reply 

13. Non-levy of tax on bye-product of cott'Dn: Sales of cotton are 
exempt from tax but once cotton bas been used in the process of 
manufacture, a bye-product resulting from the manufacture, viz., cotton 
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waste, ct:umo.t be considered as ootton but is a difl:erent commodity. Cotton 
waste is, thus, not exempt from tax. >Several instances were noticed in 
audit iu which salet1 of cotton waste had not been subjected tu levy of tax 
treating it as rotton. In 112 atJsessments relating to three dealers for vurious· 
periodis in 1967 to 1972, made during .Tuly 1970 to March 1974, turnover 
aggregating lts.80. 72 lakl1s on sales of 1·otton waste was not 1m lijected to 
tax, resulting in under-al'sess1uent of tax amounting to Rs.5.34 lakhs. 

14. Irregular exemption of transmission beldng: Sales of cotton 
fabrics are exempt from levy of tax under the Bengal Finanre (Sales Tax) 
Act, 1941, provided they come within the definition of thut term in the 
Central Excil'les and Salt Act, 1944. 'l'ransmh1sion belting' does not come 
wid1in the definition of 'cotton fabrics' in the !utter Act lm~ is n separate 
item and hence sales of this C'Ommoclity are not eligible for the exemption 
from tax giYen to 'cotton fabrics'. In respect of two dealers, tnruover 
amounting to Rs.2.47 lakhs in respect of sules of tramnnit!sion helting was 
ex.empted from tax by taking them to he sules of 'rotton fabric11' in 
assessment for the year 1968 and a re-asses1<meut for the year 19Ci.1 made iu 
December 1972 and February 1973 respertively, result~ng in short levy of 
tax to the extent of Us.21,IS:l. 

The matter was reported to Oovemment 1974. No reply has been 
rereived (March 1975). 

15. Under-asseS6ment of tax due to non-inclusion of freight lftd 
delivery charges in the sale price: In five 11.ssessmenti1 rnnde during the 
period November 1970 to May 1973 in reHpect of a deuler for the years 
ending March 1967 to 1971, Railway freigl1t and delivery chargei; amounting 
to Its.15,30,406 incurred by the seller for delivering the goods to the purrhaser 
were not charged to tax, though in respect of the earlier year ending 
Marrh J9fi(i 11uch d1arge11 were Auhjec·ted to tax on the ground that they 
were part of the iqa]e pri1•e and the contentiow~ of tl1e m;~essee to the 
rontrary "'ere rejertecl in appeal and in revision. f!'he under-asMeHRment: 
of tax on this account a.mounted to Us.8.5,462 in the five years. Audit wu11 
informed (August 1974) that action was being taken to review the cases. 
No further report has been received Hince (Mardi 1975). 

16. Sales Of surplus raw materials not taxed: In an asse11sment for the 
year 19G9 maile in Der·emher 1973, a turnover of R!!.9,88,1152 ~hown in t11e 
ar.C'ounts of the den ler towards l'lale of "redundont ra."· mnterinls" "'aR not 
F!uhjected to tox b:v being included in 'the taxable turnover, resulting in 
under-asse1mnent of tax to the extent of Rs.56,051. Aud:t wa11 informed 
('M'ay 1974) that the matter would be invel'tig-ated; no furtl1er report ha.11 
been rereived h:v Audit <MarC'h 1975). 

17. Mistakes in computations Df taxable turnover: Several cases wer~ 
noticed in audit In which arithmetical and other mistakes in the f•Omputation 
of ta:uble turnover l~d to Incorrect 'detennina.tion of tax due and short 



recovery of tax from the assessees. The following are some or the 
important instances : -

;(i) In an asseHment for the year 1377 D.S. (1970-71) made in .Tanuary 
1973, the turnover of Rs.1,02,587 shown in the tax return was enhan<'.ed by 
Rs.3 laklis by the assessing officer according to the "best of his judgement" 
on the ground that the hook11 of accounts produced by the dealer were not 
correct and complete. After allowing from the gross turnover of, 
Rs.4,02,587 so determined a deduction of Rs.1,00,007 towards sales of goods 
exempt from tax, the taxable turnover we.s wrongly arrived at as Rs.6,680 
instead of Rs.3,02,580 i·esulting in short levy of tax to the extent of 
Rs.16,880. The case was reported to the State Government '(June 1974); 
no reply has been received so far (March 1975). 

(ii) In an assessment for the year K.B. 2026 (1970) made in October 
1973, the assessing authori.ty disbelieved the accounts produced by the dealer 
and decided to assess according to the "best of his judgement" by enhancing 
the turnover of Rid] ,92,409 returned by the dealer by 20 per cent. 
However, in calculating the actuu.1 amount of enhancement a sum of 
Ih.23,848 only was added to the turnover returned instead of Rs.2,38,482, 
resulting in under-assessment of tax to the extent of Rs.12,170. Audit was 
informed ('May 1974) that the intention was to enhance the turnover only 
by 2 per cent. and not by 20 per cent. as shown in the assessment order 
by mistake. It may, however, he Atated that the assessment order clearly 
indicated that the enhan<'.ement waA to be made by 20 per cent. and a mistake 
in calculation was sought to he explained by bringing up a reference to an 
intention not supported by any record. 

The matter waA reported to Government in August 1974; no reply has 
been received so far (March i975). 

(iii) T1re gross turnover of a dealer for the year ended 31st :March 1969 
was determined, in an assesAment order passed in July 1972, as Rs.12,85,000 
but while working out tl1e taxable turnover, the gross turnover was 
erroneously taken as Ra.9,R.'l,000, reAulting in a short levy of tax 
amounting to Rs.32,J:-JO. The miAtake in the asAessment was admitted 
(January 1974) and i1t wa.!! stated tliat n revision of the nsMesAment would 
he considered. No furtl1er report has been receh·ed (March 1975). 

(iv) In a re-assessment for the year 106!l made in February 197'!l as a 
result of an order in appeal, a deduction of Rs.9, 70, 11,894 was to be 
allowed towards sales of tax-free goods, etr.., from n gross turnover of 
Rs.10,73,73,257 but in11tead, a deduction of Rs.9,72,11,894 was allowed, 
resulting in nn under-a11sessment of tax amounting to R11.l8,200. Tn 
addition, there wn.s another error in apportioning the taxable turnover 
ac<'ording to the different rate11 of tnx levia hle as a result of which a 
turnover of Rs.47,33,29:.J was subjected to tax a'ti 5 per cent. instead of nf 10 
per c.ent., leading fo a flurtbor sliort reco'V'ery of tax to the extent of 
Be.2,23,607. .Audit w111 h1fonned (~roh 1914) that the former error 



would l!e rectified in the pending appeul and that the latter error was due 
to the break-up of sales according to different rates of tax being shown 
wrongly in the assessment order. No further repol't has been received 
so far .(.March 1975) whether the case had been i·eviewed for rectifying the 
errors. 

(v) In an assessment under Central Sales Tax A.ct for the year 
A.S. 2026 (1970) made in l!'ebruary 197:3, the taxable turnover of the 
dealer was determined at Rs.5,53,2<Jl of which a tumover of Us.a,21,80a 
was held liable to tax at the concessional rnte of a per cent. wl1ile the 
balunce was to be taxed at 10 per cent. In arriving at the tax payahJe by 
the dealer, only the tax at 3 per eent. was levied on the tumover of 
Rs.3,21,803 and no tax was levied on the balance, retmlting in an under
assessment of tax amounting to lts.23,149. Audit waR informed (Novembel' 
1973) that the mistake would be rectified at the appeHate stage where the 
case was pending. No further report has been received (March 1975). 

(vi) In the case of four dealers, assessments relating to the years 2<Y~ 
S.Y. '(1969), 2026 S.Y. (1970), years ending March 1972 and July 1970 
respectively were completed in October 1972, .May 1972, November 197:1 and 
April 1974 respectively. It was noticed in audit that while making the 
assessments the taxable turnover had been computed wrongly, resulting 
in the turnovers being understated by Rs.I lakh in each case and 
consequent under-assessment of Rs.5,670 in each case (i.e., a total under
assessment of Rs.22,680). In the first three cases alone, the erro·rs were 
accepted (December 1973, March 1974 and .lune 1974) nnd ;t was proposed 
to rectify them; no further report has been received (Mareh 1975). 

18. Mistakes in allowing deduotfons from tumover: In para. 15 of the 
:Audit Report (Receipts) for 1972-73, two cases were mentioned in which 
certain mistakes in the totals of the statements filed by assessees in support 
of their daims for deductions led to under-assessment of tax. Several more 
such cases have come t.o notice of audit, some of which are detailed below : -

'( 1.) In an assessment made in March 1973 for the year ending March 
1969, a deduction of R.s.17,85,953 towards sales to l'egistered dealers was 
allowed from the gross turnover based on a statement contained in 
'deelaration forms produced by the dealer, the correct total of which worked 
out to Rs.15,64,953 thus resulting in an excess allowance of Rs.2,21,()(X). 
The under-assessment of tax on this account amounted to Rs.23,669. 
Audit was informed :(April 1974) that the matte1· would be re-examined 
and a final report sent in due course; no report has so far been received 

(March 1975). 

(ii) In an assessment made in January _1972 for the y~ar e~ding June 
19H8, a statement: of the prescribed declaration forms, runnmg to 12 pages, 
the grand total of which was shown as _Rs.26,42,262, was filed ~Y the 
dealer in support of the claim for deductions towards sales to registered 



dealerR and manufacturers and a ded.•-rtion. to that extent was allowed 
by tl1e UHMeRsing officer. On tte'tttal verifi.eittion by audit, it was f'ouncl that 
the totals in three of tht! pages of the statement had been inflated by 
RR.50,000, HR.l ,00,fO'I 11Bd lts.1,00,000 reHpel'tively, re1mlting in exl'es11 
alJownnl'e of Rs.2,50,000 in the clnim for dedm·tionM. ·The tax under
aRRCssed on this ncc•ount umounted to Hs.14, 1!.12. In the assct-annent for the 
same period for the same dealer under the Central Sales 'l'ax A1·t made 
!limultaueously, there was a similar over-statement of the total of the 
statement of declaration forms by RA.!l')O,MO, resulting in under-asse.~sment 
of tux of Hs.:l,12a. 

'l'he matter was reported to the Stnte Oovernn1ent in March 1974. No 
reply has been received (Morrh 191'5). 

(iii) In a re-as11cssment f<>r the yeaI' ending March 19ti8 made in 
l>ecember J.973, a deduc·tion of R1<i. to,a8,09!l wati allowed from the turn
over toworcl!1 snleR to registered dealers, bal'1ed on a statement of der1nrntion11 
furni~hed by the assei;iRee. 'fhe f'Orre('t total of thii;i statement was found by 
audit to be only Hs.9,26,9!i0. 'l'here wus thu11 an exce11s n11owatlC'e of daim 
to the extent of Hs.1,:H,16!l re1rnlting in under-1~11eR1o1ment of ta:x of 
·R...7,437. Audit was informed (.htne 1974) that the dealer had been 
direrted to appear a~11in with the records for verifiration of c1a~·ms and 
to ai-wertain the nctual pasition. No further report has heen re1·eived 
(Mnrrh 11975). 

(iv) In an asse1<1smeut made in Keptember 1972 for the year J.008, a 
similar totalling mistake of Rs.90,000 wuR found in a staterueut of 
declarations for Hs.3, 72,854 filed hy the denler in support of his rlaim 
towards !lRles to registered «Mal~. As M 1-el'lllllt of thi111 mistake, whirh was 
not. detected at the time of as;teMment, there was under-assessment, of 
tax to the extent of Rs.5,103. 'l'he case wa.s reported to the State 
Government ( .Tuly 1974); no reply ba!l heeaa rec.eived (Marrh 1975). 

(v) In two aMseHRments relating to the yenrs A1o10 Dodi 202G (1970) 
and Kartik Rodi 2026 (1970-7]) made in one charge in 1978-74, mistakes 
in totals of tl1e statementi;i filed by the dealer11 in support of their claiam1 
for deductions nmountin~· to lls.l,12,02:3 in one ca!le and Rs.9-9,940 in the 
another ca11e came to the notice of audit. 'fhe under-aRsessment11 of tax 
in the two case" amounted to R.111. ll,20'l ancl Rs.Fi,667 respertivel~·. While 
in the first ral"e, audit was informed ('May 1974) that the matter wa11 
lill~ing looked into, in the second ea.He, it was sfatecl that on a review of 
the case, t11e arnount of R11.5,661 stood att ad.d.itionn..l tax due from the 
dealer. No further report haR heen received (March 1975). 

19. Inadequate scrutiny of claima fll' -deduction: (i) In an assessment 
under the Central Sa.leR Tax Act fOi' the y.ear WOO. ma.de in November 1978,. 
the dealer claimed the concie1ui.ional rate of 3 per cent. tax on a turnover 0£ 
Rs. 72, 78,688 (out of his total turnower af Rs. 74,64, 747) on account of sales 
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to registered dealers and Uoverument departmentti. Out of this claim, 
claims to the extent of Us.2/18,17:1 "·ere disallowed aR declaration forms 
were either not furnishecl or thm1e which were furni~hed were found 
defective. .'J'he hnlauce amount eligible for the <'Once1-111ional rate of tax 
worked out to Rs .. 70,40,515 hut the conce!lsional rnte was <'hnrged for 
R.~. 70,75,0.15 for reasons not recorded, thus granting a henefit of about 
RH,2,400 to the dealer. In addition, it was noticed by audit that e.s againet 
a cla~m of Rs.67,53,48fi towards sales to regi~tered dealers, the sales reported 
in the def'laration formR produced by the dealer amounted only to R1:1.30,37 ,450 
and against a dnim of Hs.2,87,029 towarchi sales to Government department$, 
no declarations or statements in 1mpport thereof were found in the records, 
though the 11tatute required the dealer to furnish eertain 11tatements and 
cler1nration form11 in 1mpport of his claims. Thus a conceS8ion in tax 
amounting to R.H.2,47,321 wa~ allowed to the dealer without there bei·ng any 
evidence of the presr.rfbed proofs l1aving heen furnished. 

The Department stated (June 1974) that tl1e assessing officer was being 
instruC'ted to obtain from the denler a complete list of claims made by the 
dealer with nU relevant pnrtirulars. No further repart has been received 
(March 1975). 

(ii) In another case re]ating to an assessment for the year ending March 
1970 made in February 1974, the dealer made a claim for a deduction of 
Rs.1,20,692 towards erePtion charge" which the a~sessing officer did not 
accept as the dealer f:ould not produce documentary proof therefor. Still, 
80 per cent. of the claim was allowed without any proof being produced and 
without the assessing officer being sathdied about the correctness thereof. 
The tax benefit thus allowed irregularly in this case amounted to Rs.5,475. 

The case was reported to the State Government (July 1974). No reply 
has been received (March 1975). 

20. Incorrect computation of tax: Several instances were noticed· in 
audit in whiC'h the amounts of tax payable by the assessees on completion.a! 
the a!ll!e1:1sments were incorrectly determined resulting in over or under
assessment of 1mbstantial amounts aR taxes. The following are some of the 
instanres : -

(i) In an assessment for the year ending 31st March 1969 made in 
March 1973, the total tax payable by the dealer was determined at 
U1d ,60,064 ngainst which the dealer had paid Rs.39,214 along with his 
quarterly returns. The demand raised for the balance of tax due from the 
dealer wal'! for only R1o1.l,10,850 instead of Rs.1,20,850 thus resulting in a 
short rerovery of tax to the extent of lt.q.10,000. Audit was informed 
'(Octolier 197!1) that a review of the case had heen started hut no further 
report of reC"overy of the amount has been re<'eived so far (March 1975). 

'(ii) In an aF1sessment for the year ending l:lth April 1969, made in April 
1972, the ossesilee was held liable for a tax of Rs.2,04,120 and a penalty of 
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R&.501000 1u1 against which the dealer Wbs 11tated to have paid lts.89,000 
prior to the ussessment. On a scrutiny, by audit of the amounts 11tated Lo 
have been paid by the asse:lsee, it wa11 noti1·ed that two pa.}ments of 
Its.10,(){K) and ll.8.1,500 mude iu May 1970 and Augmt 1970 were included 
twice over and in addition, the total of the payment was al110 found to have 
been inflated by Rti.1,000. As u result, the balanre of tax (including 
penalty) recoverable from the assessee was wrongly determined to be 
Rs.l 1G4,520 instead of Us.1,77,020. 

The tnititake wa1> admitted (January 1974) und audit wu11 informed that 
the assessment would he revi11ed. No further report has been received 
(March 1976), 

'(iii) In an assessment made in November 1972 for the period ending 
Chaitra 1375 B.S. tax was levied on a turnover of Rs.6,87,996 as against 
the taxable turnover of Rs.5,87,996 determined in the a~Hessment order, 
resulting in over-assessment of tax to the extent of Rs.5,670. ·'l'he error 
was admitted (January 1974) and it was stated that it would be re<'ti.fied 
while disposing of the appeal preferred by the assessee. No further report. 
ha~ been received by Audit (March 1975). 

(iv) In an assessment under the Central Sales '.!'ax Act for tl1e year 
1968 made in December 1972, the tax payable hy the assessee was 
determined us Rs.32,242 and the total of tl1e payments made by llim before 
the assessment was shown as Rs.27 ,94:1. On a 1.owrutiny by audit, it wa,s 
:found that the latter amount included a sum of Ib.:1,f>37 paid by the assessee 
towards the tax due under the State Sales 'l'ax Art and already taken into 
account in the assessment made under tlrnt A<'t. The correct amount paid 
by the assessee under tl1e Central Art was thus Rs.24,406 and tl1e balance 
of tax due from him amounted to Us.7,8a6. Another mh;take was 
committed in taking tl1e total of the puyments made as Hs.84,110 and 
ordering a refund of Rs.1,868 to the as11es11ee. As a result of these two 
errors, the tax payable '6y the assessee was under-assessed by Hs.9, 704 
A~dit was informed ('.March 1974) that the· errors would be rPctified. No 
furtI1er report has been reeeived (Mar<"h 1975). 

21. Under-assessment of tax on cotton yarn: While 'cotton yarn'· h1 
specifically exempt from tax under the Rengal FinanC'e (Rules Tax) Act, 
1941, yarn other than c·otton yarn berame l'nbject to tax from 15th 
November 19G!l. In an as11eAsment for the year 196fl made on a dealer in 
August 197~, 11 turnover of Rs.1,26,97,602 shown hy the ilealer in l1is 
accounts as sale of weaving yarn wai;1 wholly exempted from tax, though the 
dealer had applied to the department in .J.uly 19118 for reg!Atering him as a 
dealer in yarn other than cotton yarn also. 'rl1e exart amount of s11le11 of 
yam other than cotton yarn for the period l5t11 November to :n11t De<'ember 
1969, the period during which it became taxable, was not determined and 
taxed. 
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The matter was reported to he under investigation (May 1974). The 
case was reported to Government (June 1974). No further report has been 
received hy Audit in the matter (March 1975). 

22. Under-assessment of Central Sales Tax: In an assPsR'Jnent under 
the State Sales ·'L'ax Act for the year 1969 made in August 1972, a deduction, 
of lts.45,28,18t> was made from the gro1i~ turnover of the dealer as the total 
of inter~8tate sale11 taxable under the Central Sales Tax Art. In the 
assessment under the Central Act for the same period made simultaneously, 
the turnover "'as wrongly taken as Rs.42, 72,172 and tax assessed on that 
hasil'I. There was thus under-assessment of tax amounting to Rs$3,274 
on a turnover of Rs.2,56,014 relating to Central Sales Tax. 

Tl1e ca11e was reported to the State Government in .Tuly 1974. No reply 
has been received (March 1975). 

23. Incorrect exemption allowed under the Central Sales Tax Act: 
In an aases1nnent under the Central Sales Tax Act for the year ending 30th 
.June 1968 made in '\fay 1972, sailes of 'shaving cup soap' amounting t0o 
H!!.2:1,712 were usseRAed to tax while the dealer had shown Rs. l,20,159 as 
inter-State sales of this commodity for the 11eriod in the statements of sales 
furnishPll by him in connection with his assessment under the West Bengal 
So.les 'l'ax Act, 1954. In n report of local enquiry conducted by an Inspector 
of Commercial Taxes in July 1968 also, the total of inter-State sales of this 
commodity wns determined as Rs.1,20,159. TherP was thus under
a11KesRmPnt of tax amounting to Rs.8, 768 on a turnover of Rs.96,447. 

The matter was reported to the State Government (.Tune 1974). No reply 
has been rPc•eiverl (.March 1976). 

24. Excess deduction from tumover relating to inter-State sales: In 
the 1·ourSP of an assessment for the year 1968 made in May 1972, the acc~ouutR 
produl'ecl h;v tht' dealer indicated sale11 of canvn11 (including watt'r-proo:fing 
rbarg·e~), a commodity treated as exempt from tax, 1o be R!l. l l,93, 70i> of 
whirh sales to th<> extPnt of Rs. 7 ,73,546 were detPrmined to be inter-State 
sales and the balance as Roles inside the State. In the assps~mf'nt made 
:;imrultnnPously under the Central Tax Act, exPmption toward11 snle!I of 
rnnvas wa!I allowt>cl for R11.9,51,1174, resulting in an exrt>SS cledudion of 
Jls.1,77 ,628 being allowed from other Rales taxahle under the Act. 'l'hi<1 
excess deduct1011 led to an under-assessment of tax amounting to U1<1.16,148. 

Tbe case was reported to the State Government (.June 1974). No reply 

haR l>een rereived (March 1975). 
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CHAPTER IV 

Land Revenue 

25. Non-recovery of rent of Covernment land:-Pt)ssession of Govern
ment land measuring 1 bigho 10 katha 11 chataks :n.5 sq. ft. in Howrah 
district was given to a private Club since 1957 without any fee or rent being 
charged or any lease agreement having been entered into. As the Club was 
found to have put up pucca structures on the land, a proposal to ent.er into 
a long-term lease of ao years with the Club was sent to the llbard of ltevenue 
in March 1965. The Board approved in August 1966 the grant of licence 
onily on year to year basis. The annual licence fee payablt! by the Club 
was fixed at Ra.6,146 from ht January 1957 but no demand for payment 
of the fee was issued till November 1972, by which time the arrears of rent 
tlue from the Club amounted to Rs.98,340. Even the demand made in 
November 1972 for the restricted period from 1st April 1965 had not been 
rel\lised so far (November 1974) in spite of demund notices i.esued from time 
to time, the last notice being issued in November 1972. 'l'he interest at 
6! per cent. per annum due from the date of default in t.he payment of fees, 
hacl not been computed, demanded or realised. The Deptirtment i;ta,ted 
(.Tune 197a) that attempt was being made to realise the du&S and after the 
dues were paid Government would be moved to issue an order in relaxation 
of the Rules, to allow the (pucca) coni>tructiou as a Rpecial case and the 
con11tructi<>n would be demolished in the event of Board's order being to the 
contrary. 

'J.lhe Club had a.lso taken posse11sion of a tank contiguous to the Govern
ment land and by mistake paid rent to a municipa.lity at Rs.400 per 1innmn 
till 1962-63. When the Club was informed in 1963 that the tank also 
belonged to Government, it ceased to pay any rent either to the municipality 
or to Government. The arrear,~ of rent due from the Club on this account 
amounted to Rs.6,800 up to 31st December 1973. 

The matter was reported to Government (September 1974); no reply has 
been received (March 1975). 

26. Non-realisation of rent of Ccvernment land leased to a Corporation= 
9 bighas IO kathas of Government land were ]eased for 99 years to a 
transport undertaking of Government in accordance with an order of Govern. 
ment is..'iued in May 1956 at a ·conce~sional annual rent of Rs.9,29f> subject 
to the condition that the rent would be doubled if the undert.akiug was 
converted into a (.,'1rporation. The undertaking was converted into a 
Corporation from 15th .Tune 1960. No rent had been realised either from 
the transport undertaking or the Corporation so far (November 1974). The 
arrears of rent relAJisable on this account amounted to Rs.3.84 lakhs up to 
the ~ud of 1972. Tho Department t1tated (June 1973) th~t no agreeiuenti 



was executed as no rent was paid by the lessee even at the initial stage, and 
that no payment has been made by the Corporation though demand nojjioes 
"'ere isaued in August 1967 and April 1971. 

'!'he matter was brought to the notice of Government in September 1974. 
Ueply is awaited (-March 1976). 

27. Loss Of Rs.1.70 lakh& u rtM due on a lease; In accordance with 
a lease for a period of 30 years from 1st April 1967 renewable for f.urthe1 
r•eriods of 30 years each, entered into with a private company in 1937, rent 
for a piece of land leased to it was recoverable, after the expiry of ea.ch 
}Jeriod of 30 yea.rs, at 70 per cent. of the rentaJ. value determined under the 
law for the time being in force. The original lease expired iu March 1967 
and rent for the next period of 30 years from lat April 1967 wam reu.liBu.ble 
ui Um.27,870 1>er annum in accordance with the terms of the lease. The 
company, however, actually paid rent only at the original rate of ltti.7,800 
pt>r annum even after March 1967, the amount of rent short recovered up to 
Jl!lt March 1974 amounting to Rs.1.40 lakhs, which ham µot yet been 
recovered from the company (November 1974). In addition, a fu.rther .sum 
of Us.12,590 aud a salami of Rs.17,986 was payable by the con1pany £or the 
period up to March 1974 for an additional area of 10 cottahs taken pos11ession 
of by it from 1st April 1967. 

'fhe Department stated (June 1973) that the recovery of the amounts was 
nuder corre.~pondence with the lessee. The matter was re1mrted to Govern
ment in September 1974. Ueply is awaited (lfarcl1 1975). 

28. Loss due to non-leasing of Khas Mahal lands: A review by audit 
of the records of Khas Mahal lands (Government lands} in one of the 
districts disclosed that the record of these propertie11 hud not been kept i.u 
the prescribed fonnM, nor had the land11 been promptly or properly leased 
or settled and rent11 bad not beeu recovered regularly. For instanre, even 
though leases of 86 acre11 of agricultural .land nncl 41 acres of non-agricultural 
land had expired in 1966 ancl 1971 re.'411er.tively, the lenses were not 
suh11equently renewed on the basis of fre1d1 valuation and rents recovered 
on that basis. The non-realisation of rent in thesu cases amounil'cl to 
Rs.4.08 lo.khl:I upto 1973, which had not been recovered so far (November 
1H74) from the occupants. The Depart.ment stated (June 1973) that llf! there 
was no clear order for re11ettlement of these lands with the exi8ting lessees, 
a reference had been ma.de to the Board of Revenue for orders a..s to how 
the matter would be &t11ttled and that Board's order was awaited. 

Several more cases were noticed in the same district in which settlements 
whi<'h had expired as far baek as 1952-53 and 1958-59 had not been renewed 
und revised rents fixed or recovered. 'l'he Department stated (July l 97a) 
that the current demand or the arrear dema.nd for these holdings could not 
be furnished in the absence of certain prescriberl registers not being 
inain tained. 

The matter was brought to the noti~ e>f Government (September 1974), 
Reply i11 awa.ite4 (:March 1976), 
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29. Loss due to delay in settlement of a ferry: The right to ply a ferrY. 
service between Kanchrapara and Bansberia was being auctioned each year 
and it brought in a revenue of R1:1.10,500 in 1375 B.S. (1968-69) and 1376 B.S. 
(1969-70) and U.s.12,600 in 1377 ll.S. (1970-71). In 1378 ll.8. (1971-72), 
the Jessee whose.J)icl for Hs.10,HOl was a(J('epted for the year, surrendered it 
from 1st Sravan 1378 B.S. (15th July 1971) und 110 sett1Pment was made for 
two months. Lease for the two subsequent months was given to another 
person on a negotiated amount of Rs.858 and the same person was allowed 
to continue for the remaining five month!! of the year by paying R11.2,142. In 
December 1971, it was decided by the Commissioner that the right to ply the 
ferry should not be leased beyond by ]:1th April 1972 (13i9 B.S.) for more than 
three months at a time as a high-level bridge W88 proposed to' be constructed 
on the spot. The ferry was, therefore, 11ettlecl on the same perwn who took 
the lease in the preceding seven months for a rent of U.s.1,286 per quarter 
during the yea.rs 1379 B.S. (1972-73) und 1!380 (197:i-74), the rent being 
fixed by negotiation with that person and not hy :rn<>tion. In September 
] 973 it was noticed that tile site l•f the proposed bridge was more than half 
a mile away from the ferry service and that the con11trurtion of thP briclge 
was also not likely t.o affect the plying of the ferry. The proposed bridge 
had also not come up so far (Dt>cemher 1974). "I1he loss of revenue <luring 
the two years 1379 D.S. and la80 B.R. on account of the decision to lease 
out the ferry for short periods at a time amounted to about R11.12,000. 

The matter was reported to Government in September 1974; reply is 
awaited (March 1975). 

30. Short recovery of Public Works and Road Cesses: According to 
a notification of Government issu~d in April 1968, the rate1:1 of Public Works 
and Road CeB!les were doubled with effect from 1375 B.S. (1968-69). In one 
of the districts (Howrah), it was noticecl in audit that the incre1u1ed rates 
of tlie cesseR had not been given effect to till 1a79 B.8. (1972-7:1) ancl the 
amounts to be recovered upto 1972-7::J in nine of the 14 Circles in that 
district, amounted to Us.4.99 lakh11, for which no rlema111ls had been issued 
till July 1973. The departmental olflicers conf'.erned 11tatPd (.Tune and ,July 
1973) that the recoveriea at the enhanced rates were not made owing to- non
receipt of the Government notification of April 1968 in time. 

In another district (Dirbhum), thP :-!hurt-recovery of tlw 1•P11ses for the 
same reason amounted to Rs.2.16 lakhs upto 1972-W in seven out of 
19 Circles. 

'rhe circumstances under which an important order of Govc.>rnment 
increasing the rates of levy of cesseA; was not received in time by the sub
ordinate officers and the omission to recover at the increased rates never 
name to the notice of the Department for over five years, are not clear. 

The catiee were reported to Gonr:µment in (July apq Septemb~r l!}i4) j 
reply ia awaited (Jtbrch 1976), 
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31. Non-recovery of royalty for use of minor miner111: In paragraph 24 
of the Audit lWport (Ueeeipt.i), 1972-7:.!, mention was made of a heavy loss 
due to non-recovery of r0oyalty from briek manufacturers in a district. ln 
another 1hstrict (Howrah), it was noticed in audit that even a com}llete lit1t 
of brick or tile manufacturers was not available with the Department with 
tbe result that no lense deedt1 had been executed with any of them and royalty 
due from them bad n0ot heen asi,ies,,ied 01· recovered. In eleven of the fourteen 
Circleli Ul the district, the amount of royalty recoverable but not realised 
during the period .July 1969 to June l97a was e11thnated by the Department 
at H.s.2.61 lakhs. 

In the 11ame district, a lease wa ... i entered into in 1969 with a Samiti 
covermg the period 29th October 1969 to 28th October 1972 for the extraction 
of sand from 37.07 acres in two plots against payment to Government 
of royalty at the rate of Rs.2 per 100 cubic feet. The terms of the lease also 
pl'ovided for monthly returns showing quantity of sand extracted by the 
lessee and for payment of royalty thereon eal'h month. A check of the 
arrounts of the tessee by the ])epu.rtment iu October 1971 clisclosed tbatJ 
during the period 1st November 1969 to 31st Outoher 1971 the lessee paid 
a royalty of Rs. l,214 against a tofu.I sum of R~.2,390 due. It came to the 
notice of the Department in October and November 1971 that the le11see wna 
unauthorisedly extracting sand from 11everal more plots, the daily extraction 
being· 14,250 cubic feet us 1against 12,600 cubic feet shown in the returns 
subuutted. 'l'he amount due a11 royaJty on this account exceeded Rs.3 Iakhs 
for the period of the lease upto October 1971. The Department stated 
(July 1973) that. heavy unauthorised extraction of sand was made by the 
Samiti for which Government was losing a heavy revenue and the matter 
Wttfl reporterl to the authority from time to time. Though some prosecutions 
were initiated in 1970, n1> attempt wa.~ made to as11ess and realise the royalty 
due on the quantities of sand extracted unautborisedly. 

'fhe matter was reported to Government (September 1974); reply i• 
awaited (March 1975). 

32. Arrears of over Rs.30 crores in the recovery of royalty on ooal
( a) Arrears of royalty remaining uncollected at the time of nationalisation 
of coal mines: Under the provisions of the West Bengal F:states 
Acquisition Act, 1953, rights in sub-soil, including rights in mines and 
minerals, previous.ly owned by zamindars, vested in the State Government 
from 16th April 1955 and all the leases previously granted by the inter
mediaries were deemed to have been granted by the State to the lessees on 
the same terms and conditions. The validity of the vesting of the rights 
over the mines and minerals wa11 cb~llenged in the eourt and the rourt held 
in January 1960 that fresh notification by Government was neef:'Rsary to 
M'quire the rights of lessees and of sub-lessees of mineR. The law was 
amended in 1November 1~64 so as to dispense with the neeeAsity for fre11h 
notifications. The royalty on coal and other minerals thu11 hecame paya.hl• 
to the Government from 15th April 1955. 



According to the arrang·ementa introduced by the Government in April 
1969, the assessments of royalty on all the coal and other mines in the 
State were made hy the Chief Mining Officer while the reeoverieR of the 
amounts HO a88essed, were to be made hy the Land Ueveuue Department. 
'l'hough the in.structions issued by tbe Hoard of Uevenue in July 1969 
provided for periodical intimation11 of the recoverie11 effected hy the TJand 
Revenue Officer being sent to the Chief Mining Officer, it was noticed in auclit 
that no systematic records had been maintained by the latter to indicate the 
actual xecoveries against the assessment.~ made. 

In resJlect of coal, there was considerable uncertainty about the rate of. 
royalty to he charged from the lessees of tht! coal mines. 'rhe lease agree
rnents by the ex-intermediaries provideil for different rates of royalty for 
different mines and these rates continued to remain in force from the date 
of vesting (15th April 1955) of the rights in the Government. However 
under the Mines and Minerals (Regulation and Development) Act, 19f>7, 
royalty on coal wais chargeable at 5 per cent. of the F.O.U. price of c()al 
despat1:hed but in terms of a notification is.<1ued by the Gov~nment of Inrlia, 
dated 29th December 1961, this rate was dete1;miued as t11e rate mentionerl 
in the lease agreements or 2i per cent. of the F.O.U. price whichever was 
higher, in respect of mining leases granted before 25th Octoher 1949. 'l'hir 
uotitieation was superseded by another istJued in ,January 1966 hy whicla the 
rate in respect of all the leases were fixed at the rate fixed in the Act, viz., 
n per cent. of F.O.R. price from ht .January 1966. In F'ebruary 1969, the 
State Government decided that in view of a decit1ion given l1y the 8upreme 
Court in 1966-67, the State Government wa·:l not bound to levy royalty at 
the rates fixed by the Central Government from time to time but was 
entitled to c.laim royalty at. 5 per cent. f.rom the elate of vesting itself 
(15th April 1900) in respect of .all the leases. Directions were accordingly 
issued for assessment of the royalty at this rate. Consequently all the 
assessments previously made had to be revised and the enhanced amounts 
notified to the Revenue Department for recovery. Out of 315 collieries for 
which assessments for royalty had to be made, assessments were made only 
for 291 collieries upto October 1974. The Department stated (October 1974) 
that in the remaining 24 cases no assesRment could be made as neither any 
lense document could be traced nor the whereabout11 of the lessees be t'raced. 
In addition, there were 118 collieries which had been closed down after 
their vesting with the State and in these cases no information was available 
to audit whether any assessments of royalty and dead rent dues upto the 
date of closure had been made and if 1m, whether any portion of the duei;i 
had been realised. Even in respect of the assessments completed, a test 
check by audit disclosed several cases of under-as..~e!lsment clue to mistakes in 
assessing the quantit'y o.f coal despatched, determining their F.0.R. price, 
etc.; the under-assessmenfs amounted to about Rs.I.93 lakhs in 11 as11es11ments 
rela.ting to three collieries for various periods. 

Following the nationalisation of coking coal mllies under the Coking Coal 
Mines Act, 1972, the coal mines sit'uated in West Bengal and other States 



were taken over by the Coal Mines (Taking Over of Management) Act, 1973, 
with etiect from the 30th of January 1973. Subsequently, the coal mines 
were nationalised under the Coal Minet1 N ationali1mtion Act, 1973 (26 of 
1973). Under this Act, the right, title aml inten>flt of the owners in relation 
to coal mines specified in the Schedule to the Act stood transferred and 
vested absolutely in the Central Government free from all encumbrances 
with effect from lsj; May 1973. It wa.s also provided in the Act that the 
Central Government shall not be liable fo.r any 11rior liability of any owner, 
agent, manager or managing contractor of a coal mine in respect of. any 
period prior to 1st May 1973 and that such liability shall be enforceable 
against the owners, agents, managers or managing contractors, as the caae 
may be, and not against the Central Government.• "Liability" has been 
defined to include royalties, rights, rents and taxes. 

The Act provided for the payment of compensation to the erstwhile 
owners of thl' coal mineR and this compensation was payable not directly to 
the owners, hut to a Commissioner of PaymentH, who, under the Act, was 
under an obligation to deduct from such amounts arrears due to any employee 
of the coal mine for any balance of arrears of provident fund, pension fund, 
gratuity fund. or any ot11er fund or as wages due by the previous owner, and 
thereafter provide for the payment of all secured debts. due from the owner 
of the coal nune. Afiter deducting the sums due on account of these two 
itt1ms .of liabilitieR, any amount due to the State Government, including 
royalty and dead rent, is payable from out of the balance of the compensation. 
'l'his order of priority (which differs from the order of priority in the Coking 
Coal Act of 1972, under which all sums due to the State Government for 
royalty, rent or dead rent rank equally among· all' the liabilities owed by the 
owner) would result in the amount available, out of the compensation 
payable, flor payment of arrears of royalty and dead rent due to the State 
Government by the erRtwhile owners being reduced. According to the 
information furnished to Audit by the Senior Land Reforms Officials of 
Aflanflol and Burdwan in Burdwan district, the arreani due by the erstwhile 
owners on account of royalty and dead rent prior to nationalisation amounted 
to U.11.:H.6 crores. This amount is likely to be further enhanced if arrears 
due by other coal mines are adcled. Even though under the provisions of the 
Coal Mines Nationaliflation Act these arrears r.a.n be enforced as the personal 
liability of the owners, no action has aa yet been ·taken by the State 
Uovernment againBt these erstwhile owners. Besides, the reasons fo!" non
recovery of. these royo.lties and rent in due time without allowing them to 
fall in arrears have also not been furnished. 

(b) Arrears of royalty after the nationalisation: The assessment in 
reRpect of the coal mines from th-e date of their take-over by the Central 
f}o.vernment have not so far been completed (October 1974). The Depart
ment stated (October 1974) that tlfe amount of royalty for the yeo.r 1973-74 
mnv amount to Rs.3.6 crore11, out of which a sum of Rs.2.815 crores was stated 
to trnvP. been realised till 31st 'March 1974. 

• Seotion 7 of the Coe.I Mines Nationalisa.tion Act, 1973 (26 of 1978.) 

0 



CHAPTE'R V 

Entry Taxes 

a3. Introductory : A. tax on the en try of certain goods (tea and fresh 
fruits) into local areas comprising Calcutta, 24-Parganas and Howrah is 
levied by the W e!!t Bengal Taxes on Entry of Goods in Local Areas Act, 
1962 (liereinafter referred to as TEGI.A) which was given retrospective 
effect from 27th Septem her 1955. A tax on the entry of certain specified 
goocls into the Calcutta Metropolitan Development Area (CMDA) is levied 
by the '11axes on Entry of Goods into Calcutta Metropolitan Area Act, 1972 
(hereinafter referred to as Entry Tax Act) which was given effect to from 
16th November 1970. While the proceeds of TEGLA are used for the 
general purpo11es of the State, the proceeds of the Entry Tax are distribut
able to the various local hodies in the Calcutta Metropolitan Development 
Area mainly to supplement their revenues and also to any department of 
the State Government for the execution of any development project within 
the Calcutta Metropolitan Development Area.' 

The tax under the TEGLA Act i11 assessed and collected by !he per11onnel 
entrusted with the asses1m1ent and collection of Sales Tax and the Entry 
Tax is administered by a separate department. created for the purpose. 

34. Absence of cheokposts for levy of tax: The tax leviable under 
the TEGLA is assessed and collected on the basis of arrivals of the con
signments of tea and fruits in the principal markets of the local area. 
While checkposts have been set up at Howrah and Shalimar Railway 
Stations and Dum Dum Airport, no such posts have been set up in any 
of the important trunk roads leading to Calcutta so as to ensure that goods 
brought into the area by road but not taken to the principal markets are 
also taxed. 

The matter was brought to the notice of Government (July 1974). No 
reply has been received (March 1975). 

In the case of Entry Tax., it was noticed by audit that while check
posts had been set up on all the principal roads leading to the Calcutta 
Metropolitan Development Area, one of the checkposts (Hossanabad check
post in Hooghly district) controlling the entry of goods into that area from 
the north was located about 3 kilometres inside the border of that 
area with the result that taxable goods received by several timber 
depots and brickfields located between the border ana the checkpost 
escaped levy of tax. In addition, one of the roads leading to a part of 
the area from a railway station (Mogra) not in that area, was not 
found to be covered by any checkpost with the result that goods taken 
to the area through that road escaped taxation by not being subjected to 
any scrutiny at a checkpost. 

These matters were brought to the notice of the Government (May 
1974). Reply is awaited (March 1975). 
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35. Detects in the implementation of the law: A test check by audit, 
of the assessments of Entry Tax and other records connected therewith in 
one of the major checkposts (Ifossanabad checkposf in Hooghly district) 
disclosed the following defects and irregularities: -

(1) In respect of goods tax.able ad velorem, the rules framed under the 
Act provide for the value being determined on the basis of the 
prices indicated in the invoices, bills etc., accompanying the 
goods; in the absence of these documents, or when the assessing 
officer is not satisfied about the reasonableness of the !Value 
shown, he is empowered to determine the value on the basis of 
the approximate saleable values of the goods. No procedure 
or system has been prescribed or is followed for ascertaining 
the saleable values of the goods which commonly pass through 
the checkpost, with the result that under-assessments of tax 
have been noticed in several instances in which the values of 
the goods had not been correctly shown in the invoices. The 
following are some instances : -

(a) In October 1972, the tax on two consignments of Glaxo and 
Complan carried across the checkpost was assessed on the basis of 
their values shown in the invoices a.s Rs.40,595 and Rs.53,217 
respectively. SubRequently in December 1972, it came to 
notice that these two consignment11 had earlier been valued 
by the Central Excise authorities at Rs. 79,200 and Rs.1,04,SW 
respectively. 

(b) The value of a consignment of 8, 736 kilogram!! of a popular 
braud of milk food transported across the checkpost in 
November 1972 was declared to be Rs.52,321 while the value 
of another consignment of the same quantity carriell in the 
same month to Calcutta for export out of India (and hence 
exempt from entry tax) was shown to be £3,573 (Rs.8..5,4:l8). 

(2) Goods entering· C.M.D.A. but intended for immediate export are 
not linhle for the tax and henC'e the rules provide for escorting 
of such consignments from the checkpm1ts to the places of export 
and filing of prescribed declarations at the checkpost duly 
endorsed hy the officers of the department at the place of export. 
A test. check of the records relating to some consignments shown 
to bt> for immediate export disclosed that the escort was not 
providecl during the movement of the goods, though the prescribed 
fee was realised and the declarations signed by the officers at 
the place of export were not kept on record, there being thu11 
no proof tliat the goods were exported at all. For instance, a 
firm trani;ported !l8 rolls of woollen carpets valued at Rs.1.64 
lakhs through the checkpost in January 1973 without payment 
of tax on a declaration that the goods were intended for export 
out of India. .After over a month the firm filed in February 
1973 proof of export for eia'ht roll1 and for the remainini' 30 
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rolls valued at Rs.1.30 lakhs, no proof of export had been filed 
even till December 1973. The tax foregone in this case 
amounted to Rs.l,:JOO. The same firm similarly transported 197 
rolls in Fellruary 1973 but proof of export was filed only for 
177 rolh1, the proof for the remaining 20 rolls having not been 
filed so far (March 1975). 'l'he power available under the Act 
for inspecting the premises of the firm so as to ascertain the 
disposal of the goods for which no proof of export had been 
furnished, had not been exercised in this case. 

(3) In respect of taxable goods passing through the C.M.D.A. but not 
sold, used or consumed in that Area, the law provides for 
exemption from levy of tax Rubject to transit passes obtained 
at the point of entry into the C.M.D.A. being endorsed by 
checkposts at the point of exit, in proof of the goods having 
left the C.M.D.A. The assessees are also required to render 
accounts in the preRcrihed form for such goods. No records 
were available to Audit in t.l1e checkpost whether the conditions 
prescribed for the exemption from tax had been fulfilled and 
whether the Department had satisfied itself that the goods which 
had not been subjected to the levy of tax had not in fact been 
sold, used or consumed within the C.M.D.A. For instance, in 
October 1972, a firm transported 2,410 radio sets acr~ss !the 
checkpost with a declaration that they were all intended for 
sale outside the O.M.D.A. 'l'ho firm informed the checkpost 
seven months later in May 1973 that 134 radios from this con
signment were sold in the C.M.D.A. area; the tax on these 
goods was assesst>d and realised only in May 1973. No proof 
was produced by th,e firm that the other 2,276 sets had in fa.ct 
been sold outside the C.M.D.A. nor did the Department verify 
the facts at any time by inspection of the accounts of the dealer. 

(4) Goods belonging to Government -are exempt from Entry Tax and 
Government issued instructions in September 1971 thn.t such 
goods should he accompanied by certificates in the prescribed 
form given by headR of departments or other officers specifically 
authorised in this behalf. It waR observed in many cases that 
though the certificates had not been given by the authorisjid 
officers, the consignments were allowed to pass without the tax 
being levied. In 11even such instance11 pertaining to the period 
}'ebruary 197~ to March 1973, the certificates were shown as 
given by subordinate offi.cerH, who were neither heads of depart~ 
ments nor officers authorised in that behalf. 

(5) Goods belonging to charitable institutions and local bodies passing 
through the cbeckpost into the C.M.D.A. are not taxable 
provided these institutions submit quarterly reports about the 
utilisation of the goods. No records of such cases have been 
kep~ in the checkpost for the periods prior to 8th December 
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1972 and in respect of 37 such cases in which goods were 
transported through the checkpost during the period December 
1972 to June 1973, the prescribed reports had not been obtained 
and scrutinised. 

(6) In cases where a short levy of tax had come to notice subsequently, 
the rules prescribe issue of notices to the assessees and initiation 
of proceedings for the recovery of the tax short-levied. It was 
noticed in audit that no systematic record had been kept in the 
checkpost about such cases, and in seven cases which came to 
the notice of audit, no action to recover the tax short-levied 
(a.mounting in all to Rs.3,20G) had been taken till December 
1973 though notices had been issued to the assessees in 
February 1971 to Marl'h 1973. In two more cases, no notices 
had been issued at all to the assessees though short recovery 
of tax amounting to Rs.224 had been noticed in Oct<>ber 1972 
and March 1973 respectively. 

These irregularities were brought to the notice of Government m May 
1974. No reply hacl been received (March 1975). 

36. Collection of Entry Tax by Calcutta Port Trust: In respect of 
goods chargeable to Entry Tax arriving at Calcutta Port for &ale, use or 
eonsumption iu C.M.D.A., tax is asRefl.'led l>y the Entry Tax Department 
but collected by the Port Trust authorities along with the Port dues, 
under an arrangement agreed upon between the State Government and the 
Port Trust in November 19·70. 

The taxes so collec.ted by the Port Trust are periodically credited to 
the State Government by remittances into the Reserve Bank of India. 
No reconciliation had been made by the Entry Tax Department between 
the figures of tax due according to the records of assessment in respect of 
the goods that arrived at the Port and the collections of the tax remitted 
into the Bank by the Port Trust. For inRtance, in 1972-73, the total 
amount due from the Port Trust according to its a11sessment records after 
deducting the commission due to it, wa11 Us.116.46 lak11s while the actual 
amount ~emitted into the Bank amounted to Rs.111.79 lakh11. The short 
realisation of Rs.4.67 lakhs has not been explained (March 1975). 

Under an arrangement with the State Government, the Port Trust is 
entitled to a commission of 3 per cent. of the taxefl collected to cover itA 
expenses. It was, however, observed that the Port Trust had been 
deducting commission at 5 per cent. The extra amount retained by the 
Port Trust during the period November 1970 to March 1973 amounting 
to Rs.2.45 lakhs har; not been recovered RO far (November 1974). 

The matter has been reported to Goverumeut iu September 1974. 
Reply is awaited (March 1915). 



37. Collection of Entry Tax by Railways: In accordance with arrange
ments made by the State Government with the Railways in November 1970 
Entry 'l'ax asseMsed on goods arriving at all the railway stations in C.M.D.A. 
for sale, use or ronsumption in that area, is to be collected by the Railways 
along wit.h freight und other recoveries made from the consignees. After 
deducting c•ommission at 3 per cent. towards e"penses for collection, the 
Railways are required to traD!1f er the tax collection11 to the State Govern
ment by book transfer. No arrangements have been made by the Depart
ment to reconcile the amounts due from the Railways as per the records 
of assessment with the amounts actually credited to the State Government. 
No information was available whether all the amounts collected as Entry 
'rax by the Railways have been received by the State Government or whether 
the amounts retained by the Railways as commission were in accordance 
with the agreement. 

'rhe matter was brought to notice of the State Government (September 
1974). Reply is awaited (March 1975). 

38. Heavy accumulation Of refund cases: The Entry Tax Act, 1972, 
provides for refunds of the tax under certain cirrumstances such as when 
the goods initially brought into the C.M.D.A. for sale, use or consumption, 
are 1mhl'lequently exported out of it. It was ob11erved in audit that there 
were delays in the rlisposul of these op11lic11tions fo.r refunds, thus lending to 
heavy accumulation of rases. Ac·cording to the information furnished by 
the Department in February 1974, the total numbn of sucn cases relating 
:to the period upto March 1973 was over 15,000 involving C'laim of about. 
Rs.44.68 lakbs as cletailed below: 

Period No. of Amount 
olaim1 in lakhs of 

rupeea 

16-11·1970 to 31-3·71 974 2·98 

l-'"1971 to 31·3-1972 - 6646 21•77 

1·4·1972 to 31-3-1973 7407 19·93 

Total 15,027 44·68 

The Department stated t.hat 149 of these cuseR involving claims amounting 
to Rid. 70 lakhs were disposed of till :February 197 4, all these claims being 
rejected. 

The mutter waR reported to Government (September 1974). Reply 11 

awaited (Mnrc:h 1975). 

39. Irregular refund Of tax: The TE.OLA Act d'i>es not provide for 
refund of any iax paid under the Act unlese it was paid in excess of the 
amount lawfully due. Instances were noticed in audit where refunds were 
allowed iu respect of ttlx paid on tea brought into the local areas but 



subsequently exported out of the areas, though there was no specific pro .. 
vision in the Act permitting such refunds. In 20 such cases, refunds 
amounting to Rs.13,285 were made during December 1972 to Febn1ary 197:.i. 

The matter wns reported to Oovernment in July 1974. No reply l1a11 
been rereived !!O far {March 1975). 

40. Under-assessment of Entry Tax on cotton Seed ojl: According to 
the schedule of 'rates of tax notified by Government in April 1972 under 
tl~e provisions of the E:ntry Tax Act, 1972, tux at the rotes of Rs.2 per 
50 kilograms is leviable on unrefined groundnut oil and til oil, and the tux 
on other oils, not spel·ifically mentioned, is levied nt 6 per 1•ent. ad 'valorem. 
It was noticed in audit that com1ignments of cotton seed oil were being 
chargecl to tax nt the rate of Rs.2 per 50 kgs. imitead of at fi per cent. 
ad valorem. In 12 such cases of entry of 3,090 q'1intals of cotton seed oil 
in ,July 1972 and December HJ72, the tax under-asE1e11cied amounted to 
Rs.98,872. 

The Department agreed to look into the matter (February 1974). The· 
matter was also reported to (:fovernment. (8eptember 1974). Further report 
is awaited (March 1975). 

41. Under-assessment of tax on tungsten ftlament: Tungsten filament 
is an article required for the manufacture of electric lighting equipment; 
and acrording to the rates of tax notified by Government in April 1972, it 
is chargeal1le to entry tax at 2 per cent. ad valorem, whereas the tax on 
'electrieal fitting and electrical materials' i!I 1 per cent. ad valorem. It was 
noticed in audit that tungsten filament used for manufacture of bulbs was 
being wrongly treated as 'electrical fitting·s and electrical materials' and 
chargf'd to tax at I per cent. instead of at 2 per cent. In 18 such cases 
assesRed during July 1972 and December 1972, the under-assesRment of tax 
amounted to Rs .10, 131. 

The matter was brought to notice of Government 1n September 1974 
and reply is awaited (March 1975). 
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CHAPTER VI 

Electricity Duty 

42. Introductory: 'l'he receipts under this head c'uinprise mninly fees 
for inspection and licenses issued under the Indian Electricity Act, 
1910 and duty levied by the Bengal Electricity Duty Act, 1935, on the 
consumption of eleotrfoal energy in the State. By an Act called the West 
Bengal Duty on Jnter-8tate Uiver Valley Authority Electricity Act, 1973, 
duty was levied retrospectively from 1st February 1958 on the consumption 
in West Ben~·ul of energy generated, distributed, sold or consumed by an 
inter-State river valley authority. 

4!3. Omission to watch levy and recovery of duty on energy generated 
privately: Owing to lnrg·e-scale "ioad-Rhedding" particularly in 1973-74 
due to sh'lirtfall in power generation and other causes, several consumers 
were ltcensed by the Chief Electrical lmipector to instal power generators 
of substantial capacities a11 alternative sources of energy when the regular 
supply failed. .During the year 1973-74, over 800 sm~h licences were issued 
with the condition that suitable metering equi}lment should be installed to 
indicate the amount of energy generated and consumed and that the owners 
of the generators would be liable to pay duty on the electricity generated 
and consumed. It was noticed in audit that no arrangements had been 
made for a regular and periodical inspection of these generators for ensuring 
that suitable meters had been irnitalled, for reading the meters so installed, 
or for a1111rssing and rer·overing the duty on the energy consumed from out. 
of such private generation. Consequently, power generated and consumed 
from these private generator:; had not been charged to duty. The amount 
of loRs on this account could not be assessed in the absence of arrange
ments for ascertaining the quarl.tity of energy so generated and consumed. 

The Department stated (August 1974) that considerable extra staff would 
be required for undertaking this work and that the matter hacl been referred 
to Government. No further report has been received (March 1975). 

44. Short coUection of duty from a public sector undertaking: A 
public sector undertaking licensed to supply power in West Bengal from 
1964-65 had failed to submit regularly the periodical returns prescribed by 
Jaw. Even the few returns submitted by it were found to 'be defective and 
incomplete as they did not indicate seperately the units c'bargeable at 
different rateR of tluty. A review by audit disclosed that during the four 
years 1968-69 to 1971-72 for which returns were available, the duty payable 
by the licem1ee had been calculated by it incorrectly in the returns and 
amount of Rhort payment of duty during the four years amounted to 
Rs.27.94 lakhs in the case of bulk supply and Rs.3.08 lakhs in the case of 
domestic supply. The returns for the year 1972-73 bad not been filed so 
far by the licensee (March 1975). 

The matter was brought to the notice of Government (December 1973) 
and Government stated (July 1974) that necessary instructions had been 
issued to the licensee. 
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45. Irregular payment of rebate: Jn termR of an ortler isRued hy 
Oovernmeut in .July 1970 muln provision of the Aet, a liPensee is entitled 
to a rehate at a preRrr1bed per1·entuge of the collectiorn~ of duty made by 
him suhj!'C"t to a mux'irn mu of H<>. l ,000 per month, towards em.t of collection 
of the duty from the l'Ollsumers uurl th~ rebate bus to he claimed from 
a11cl paid l1y ( fowrnment l:!epurately after tlrn duty it1 cleposited. A licensee 
Ill the public ~edor availed of tlie rebate at one per 1·eut. of the C'Olleetions 
h;v remitting to Oovernment only the balance of the amountR C"ollected and 
diil not also restnC"t the rehate to th!' 1·eiling of Rs.1,000 per month. 'rhe 
total amount of rebate thus retained by the licE>nsee as rebate during the 
t11ree yeurl'I f'ndmg :llst Mar<'h 1972 amounted to Rs.1.01 lnkh out of which 
the extra r<>hute ~wa,iled of unauthoriseclly by the 1ieem1ee amounted to 
HA.0.lib lukh. 

'rhe matter wal'.! brou~d1t to notice of Government (De<'ember l!J7:l). 

i(i. Short levy Of surcharge: A surl'liarge of IO per c·pnt. on the duty 
poynblt' 011 indu:.trial power is also levinhle in cases where the qu11ntity 
of energy eonsumell for lights and fans is not metered separately but inte
grated with the c·onsum11tinn in uny industrial or rnunufa!'turing proc•e!!A. 
Jn the l'nse uf tl1ree liceusee~ it was noticed that the ~mrdrnrge waA not 
levied though Hit> returns filecl by them for the year 1972-7:J clicl not inilil'ate 
that tlw l'Ollsn111ptiou for lights a111l fans had heen" mt>tered srpnrately. 
'l'he r-;hort Jf'V~' of cluty Oil thiA Ul'l'Ollllt amounted to Jls. J .:J2 lukhs . .. 

'!'he Department ugreell (July 1973) to obtain claritiration from the 
lirensees. 'l'he mattrr was reportecl to Government (December l 97:l) but 
no rl'ply has hPen rereivecl (March l!l75). 

4-i. Shortfalls in the number of statutory inspections of electrical 
installations: Hy nn orilt>1·, elated 29tl1 .Tune l!)(i:,, issued hy Government 
under tl1e Irnlmn Rlec1ric·ity Rules, 195G, statutory inspections have to he 
rarrird out onr·I' n year, in the caAe of high and extra high voltagp in<1talla
tions and OllC'e 111 a YPlll''\ in the rn.Me of me1lium Yoltagl' installations, hy 
Eledril'a I 1 mpi>dori> of Oovernment, a prescriherl fl'e heing leviE>il for Rurh 
ius1wetio11R. 1t was obHervPcl in aucht that no 11yMtematie recordR wne heing 
mai11tained hy tf1e Department 11}111win~ the installations whi1·h were due 
for statutor,v ini-pedion, thoHe which had hePn inRpPl'tefl nncl tliP results 
of 1mrh im1]l('f'tiou.~. Areording to information furm~hed hy the Depart
mt-nt (.1 une Hn:I), tl1e numher of in'ltnllatiom requirPd to he inqpected aIHl 
aCJtuully iuto.pedPd wPre a'I umler: 

Nature of installation No. to be No. insp- Shortfall l'orcentago 
mspeoted eoted. of (4) to 

(2) 

(I) (2) (3) (4) (5) 

High and extra high voltage 1,859 1,138 721 38·8 

Meclium voltage 44,474 3,440 41,034 92 ·3 

'I1lie heavv shortfall in the inspections particularly in the 1·ase of medium 
voltage ir;stullations resulted in the statutory responsibility of Government 

7 
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to inspect nnd eniiure the safetj of the im1tallations not being discharged in 
a large number of c·a11es. In addition, the 4'hortfall11, in inspection also 
im·olved n loRs of Us.4.82 lakhH 1n fees. 'rhe Department stated (June 
1 ~7a) as under: -

"Indeed the inHtallations due for rn~pel'tion hns assumed a staggering 
proportion simply because tht! exi11ting strength of the Inspectorate 
doel'l not touch the fringe of ri>quirement. 'I.10 play its role fruit
fully un1l effec·tually and to c·ope with the volume of statutory 
inspel'tion of! iustallatiouR rlevolverl on this Directorate, it is 
imperative that this Direetorate should be manned properly in the 
ultimate finanrial interest of Government." 

It was uddf'd that a proposal had been submitted to Government ubout 
eight years ago wherein it had been proved that 13 additional posts of 
AMsu,tant Eleetri1•al Irn1peC'tors required for di11charging the Rtatutory 
obligations of the Department would not involve any extra expenditure 
to Government l>erouse of the additional fee11 experted to be recovered. 
'l1hf' proposals are yet i<> be approved hy the Government. 



CHAPTER VII 

Stamp Duty and Registration Fees 

48. lntrOductory: St.amp duty is levied under two Central Acts, 
namely the Indian Stamp .A<~t, 1899 and the Court Fees Act, 18i0, as 
amended by the State Legislature from time to time. 'The Stamp Act impostis 
duty on various inatrumf'nts .ipecifierl in a s<~hedule thereto and the duty 
is paid hy the executors of' the instruments liy affixing stampi; of requisite 
value or using impressed stamp paper. 'l'he Court Fees Act levies or 
autlwri1ms levy of fees on various documents filed before the Courts and the 
other juclicia.l authorities of the State, the fees heing paid hy lllffixing 
impressed or adhe3ive stamps of requisite value on the documents. The 
documentti filed before certain quasi-judicial authorities altm are required 
to be affixed with ('ourt Fee Stamps of prescribed value, in termH of the 
statutes governing tl1e proC'eecling-s before sud1 authorities. 

Under the fn1lian Heidtstration Act, 1908, certain typeii of documents 
are to be re~.dl'tereil fo1· bt>ing admitted as evidence in Court of law. 'l'he 
.Act confers power on the State Uoverument t-0 prescribe the rate of fees 
payable for registration of documents, for searching registers, for making 
or granting· <"opies of documents, etc. 'l'he fees presrribed are collected on 
pre.~eutation of clocurneuts for registration or application for sear1:h, certified 
ropies, etc-. at the registry office. 

49. OmisSion to recover additional Stamp Duty: 'l'he sole executor of 
a will had declared the net value of the asset11 of the deceased at Hs.1,02,98,056 
in .January 19():j in a petition for probate filed before a Court. The Court 
grante1l the probate on 26th September 19():1 to the sole executor and the 
!'tamp duty of ltH.i ,12,0l:J.50 hosed on the declared value of the assets was 
paid hy the exeeutor. The onler of the Court was communicated by the 
Bourd of Revenue to the Colleetor during 196.'3 for proper valuation of the 
assets of the clecea.11ecl and for levying the appropriatt' stamp tluty in terms 
of sel'tion HJE of the Court 'Ft•es Act, 1870, under which additional stamp 
duty may he demanded from the person applying for probate if the valuat.ion 
of the assets e!ltimatecl aIHl shown in the applic-ation for prohate is 
1mbsequently found to be low on verification. After a periocl of over eight 
yp,ars, in Septt>m her mil, the Collector assessed the Vil lue of the llHSets at 
Hs)l,58JG0,515 and detel'minecl the short payment of st.amp duty at 
HH.2f>,10,~:m. A" tbt> party faifod to deposit the deficit stamp duty in spite 
of tlw demand therefor, the Collet'ior forwarded the cu.11e to tl1e Board of 
Ht>vemw in March 197:1 for tl1e rerovery of the deficit Rtamp duty after the 
imposition of penalty presC'rihed by l~w. No a1·.tion had heen t,Rken hy the 
Hoard in this matter so for and it was reported that the filt> was not readily 
nvniln hie (N ovnnher 1974). 

'l'he matter was reported to Uovernment in August 1973. Reply 1s 
awaited .(March 1976). 



5o. Incorrect exemption leading to short recovery of Stamp Duty: In 
terms of' the Court Fees Act, 1870, a <le1luctio11 of the amount of funeral 
ex1wn,;es adually incurred is allowed to he ma.de from the total value of 
nssets for purposes of usi;essing the fee payable for the gTant of prohate of 
th1~ will of the deceased. In a particular case it was notire<l in ut11lit that 
a de1hlf'tion of Us. l ,00,000 was allowed a.s funeral expens1:1s, though 
aecorcling to the details furnished hy the exeeutor of the will, nnly Hs.4 />8:1 
rould be treated as funeral expenses. 'l'he extra amount allowed u.s dedui·tion 
resulted in under~nssessment of the- fl'P to the extent of lts.(i,679. 

'Phe case was reported to Government in August 197:1. No reply hits 
been re<ieived (March 1976). 

51. Loss of revenue due to non-levy of surcharge: A surcharge at 
W per cent. of the stamp duty was levied with effE>d frcm l st l>el'emher 1964 
in respect of rertuiu instruments hy a fiovernment O·nler isl'lueil in NovemheJ' 
19H4 and it was clarified hy Government in Octoher 1972 that tht' surC"harge 
was leviable also Oil the inr·reased rates of 'cluty levied from J st N ovem her 
1972. Jn spite of this clarification lmving· hPen il'lsuecl prior to the coming 
into force of the increased duty, there wa,s 1lelay in implementing· the 
f'larification by the varionR registration offiees with ihe rrnmlt that the 
surcharge was not levied on tl1e increase1l duty from 1st Novemh<'r .1~72 lmt 
from latn dates, the delay extending- upto three weekR ill several ca~t>s. A 
te,;t d1eck of some ca11es in 74 ltegistrat.ion Offiet>s revealt•il that during 
1972-7:1 the short levy of surcharge amounted t.o Hs.25,788. 

1'he matter was reporte<l to the Government iu August 1974. U.eply is 
awaited (March 1975). 

62. Loss of revenue due ·t:o non-levy of additional stamp duty: By an 
amendment made by the Parliament to the Irnlian Stamp Act, 1899, from 15th 
November 1971, certain instruments were chnrgeal1le with an additional 
stamp duty of 10 paise, to be pa.iii by affixing adhesive stampR bearing the 
inscription 'Refugee Relief'. There were delays extending even upto two 
months in some ca11es in realising the aclllitional stamp clut~· anil 11everal 
iMtruments which should have been sulijected to the levy were admitted for 
regoistration without the requisite Btamp heiug- affixed tl1eJ"eon. A te1;1t ehe('k 
bv audit in 37 Registration Offices cfowlosed that in 51, 709 clocumeuts 
r~gistered during' 1972-73 the achlitiouul lluty had not heen levit~rl. 

The matter was lirought to the notice of Government in August 1974. 
Ueply is awaited (March 1975). 

53. Irregular recove·ry of registration fees on exempted instrumen.ts: 
In terms of Government notificationf!. issued in .Tu ly 1972, instruments 
executed bv farmers nnd agricult.urist11 for ohtainin~· loans up to Rs.5,000 for 
sinking sh~llow tube-wells, purchase of agricultural machinery etc. were 



exempted from registration fees from 1st July 1972. It was, however 1 noticed 
<luring- test audit that this exemption was not given effect to in several cases. 
In eight Rt>gistration Offi1•f'111, ex<·mptiou wus not g·iveu iu l,0{i9 case8 a111l 
registrntion feu of lts.28,1528 wus collected 011 surh iloruuwnts f'Ven though 
they were duly exewpteil frotn the levy of the fee1o1 hy the Govt>rnment. 

rjihe matter was brought to the notice u.f Government in De1·emher 197:J. 
No rPply has been received (March !B7fJ). 



CHAPTER VIII 

Other revenue receipts 

Section A-111 ot111· Veh·icle.~ 1'a.:c 

54. Omission to prevent fraudulent use of fo·nns of recejpts-cum .. tax 
tokens: In Septemher 196!), the Uove1·nmtn1t llress and Fm·tnH Depart
ment. reported that two hooks of reeeiptl'l-cum-tax tokens, E>ach containing 
fifty forms, were missing from the l'rt!ss and as all attempts to tru<'e the two 
hook!! had failed, 1 he Puhli(' V ehi1·les l>Ppartment wnl'l reque.'lted to ca.111~el 

them. Wide puhlicit.y about the los~ of the two books was given by the 
Public Vehirles Department and all concerned were requested not to accept 
the tokens contained in the two hooks hut to inform the Department if any 
hnd been reeeived. 

One of the missing 'forms of reeeipt-eum-t.okens wus presenteil tn the 
Public Vehiclei'1 Department in .February 1970 ~howing that tax amounting 
to Us.510 waR paiil for the period 1st Novemher 1969 to :Jlst ,January 1970 
HDd tux for the 1mh111>que11t periocl of three months was ancepted by the 
llt>partment on that ha11is. It wus subsequently noticed in July 1970 that 
the payment of tax for the period in question had not actually been macle 
by the owner of thP veliiclt> and tl1at the tax token pret1ented in proof of 
that payment was not genniue. '!'he owuer was l'alle<l upon to pay the 
am°'uut of "tax 1h11> for that periocl, whic.h he did 011 17th .July 1970 and no 
furtl1er action w1H takt>n either to iuvestig·nte how one of the missing receipt
<:um-tokens had been utilist>d or to seek the hel11 of the police for tracing the 
other receipts and the culprits who liad appurently come to liave them. Thus 
the pos11iliility o·f the remaining· 99· fonns missing from the PreRs also having 
been similarly used fraudulently dannot be ruled nut. 

'l'he matter was brought to the notice of Government in .August 1974 but 
no reply has heen received (Mardi 1975). The Department, however, reported 
to Oovernment in 8eptember 1974 tlrnt tl1ough all pos11ible steps were taken 
for preventing the use o-f the missing forms, the representative of the owner 
of the vehide who presenfefl one of the missing tokens was not handed over to ·· 
the police, a11 no sueh oraers were pnssed by the then Taxing Offi<'er. 

55. Heavy arrears of road tax due from a State Transport Corporation: 
A Trnnsport Corporation, luwiug over 1,100 vehicle!! liable to pay roucl tax 
has been defaulting in t.J1e payment of the tnx from April 1969 and the 
arrears of tax due from it upto March 1974 amounted to over R8.80 lakhs. 
An appeal in respect of out.-1tnndiui.:· dues amounting to Us.60.a8 lnkh11 upto 
Der.ember 1972 preferrefl hy the ('orporation to the Transport CommiRsioner 
with a plea that it could not pay the tux owing to financial difficulties, was 
rejedecl by that authority (Septemhn 1973) but tl1e tax arrears had not been 
recovered so far (Murch 197fl) from thut Corporation. '!'hough there is uo 
provision in the taxing statute or the notifications issued thereunder for 
exempting vehicles owned by a. State Transpo:rt Corporation from tax, the 
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Corporation represented to Government in October 1973 thut it should be 
exempted from payment of tax. No order has been passed by Government 
so far (March 1976) on this representation. 

fJ6. Failure to oheck movements and receipt of tax in West Bengal of 
vehicles registered in other States: AcC'ord ing to reciprocal arrangements 
macle by 'Vest Beugal with the 'l'ruuf'port Authorities of other States in 
terms of section 2!i of the Mot.or Ve hides Ad., 1939, the amounts of rood 
tax clue in respect of vehicles registered in other States plying temporarily 
in Wei,it Beng·al ure realised by the authorities of the other States in advance 
and remitted to the Public Vehicles Department at Calcutta 11lo~g with 
copies O·f temporary permits is.•med for the period of their stay in this State. 
Under the1o1e arrangemenfs, over 15,000 vehides on an average enter and 
temporarily ply in We.it Bengal, the aetuul number iu 197:3-74 being 18,767. 
lt was noticed in audit that no arrangements ha<l heen made in the Public 
Vehicles Department at Calcutta either to verify the correctness of the 
amounts of tax realised and remittecl hy the authorities in the other Stutes 
or to ensure that the vehicle!! in queRtion had not remained or plied in West 
Jfong11l for periods beyond thoi,ie for which temporary permita had been 
issued and tax had been realised. In para. a6 of the Au<lit Report 
(Receipts) 1972-73, it was mentioned that fl't50 caaes of under-aRsessment of 
tax amounting to lts.24,863 were noticeil in such ca!les during 1971-72. In 
re11pect of temporary permits receivecl during November Ul7:J test cheC'ketl in 
audit 1luring 197a-74, 142 cases of untler-assessment. of tax were noticed 
involving a loss of revenue of Us.8,408. The Department reported to 
Government (September 1974) that f.he cliecking of the correctuesd of the tax 
received wus being done as fur as practicable with the help of the existing 
staff. 

rrhe copies of the temporary permits. received at Calcutta were not sent 
tu the taxing authorities of the areas where the vehicles were intended to 
ply, in order to enable those authorities to check whether the vehicle,; had 
oversta.yed and whether any further amounfai were realisable as tax for the 
periods of overstayul. 

'l'he matter was reported to Govemment in A ugui;.t 1974. lteply is 
awaited (March 1975). The Department reporterl to Government (September 
1974) that:-

"'l'his office is never concerned wit.h permits, if any, relating to arrivald 
of vehicles in the distrints. Such permits meant for the districts, 
if there is uny, might l1e sent to the District Authorities direct or 
through the 8ecretary, Home (TrnnRport) Department, Government 
of 'Ve11t Heng-al. centrally for n0C'essary action." 

.57. Short reco,very of tax: In n vehicle registrati'vn office, a test check 
of taxes realised for t.he various periods in 1972-7~ anrl 1973-74 in two of 
tbl" 23 series clisdosecl that. in 74 Pase1o1 the tax had been realised without 
taking into account the enhancements made in the rates of tax from ] st 
Augu~t 1972, resultiug in short reco·very of Rs.12,198 j1.tj tllxes in those cfl,Sas, 
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In a H1111ilar ti>st d1t>('k of one Ht>ril's in a district, iS <·uses of under-asscs1:1ment 
of fax amounting to 1{s.n,a7a wne noticed. In another district, 48 cm1e~ 

of under-asseiosment during 1972-7a amounting· to u~.17,816 were noticed 
dite to u pphcati(}n of incorrect rati>s of tax, omission to recover tax for 1·ertam 
periods without rceonhng rea1mus, etc. 

'l'heie eases wen• rt>porte<l to Governnwnt (April 197 4). No reply has 
been received (March 1975). 

Section II-Amusement Ta.v 

58. Irregular grant of exemption from tax: U uder the provu11ons of 
the Amusement 'l'ux Aot, 1922, the Collectors of the clit1triets are empowered 
by Hoverumeut to gTant exemptiouH from amusement tax iu respect of any 
entl:'rtamments 1wlcl in nid of churitah)e, philuntl1ropic or religious purposes. 
A tel'lt d1eek of the exemptions nllowetl by the ('ollel'tor.:i iu two of the districts 
disl'losc•d that in Heverul c'aHeH the c·ontlitiun!4 preHcril1t><l hy m· under the iaw 
!tad uot bet>n fulfilli•d. 'l'ht> following are u few iui-tances: -

tl) In one 11 H•trwt, H):{ exi>mptions from fax were granted during the 
yt>ar L!J7~-7:J for entt>rtaiumeuts helil for various philanthropic 
1n11·poi-ps 111111 l't>Purity dt>p™its ranging from UA.100 to Hs.aoo 
wen• <'ollPcted from the orgnniserR for the due fulfilment of the 
1•01Hlit1011s governing the grant of exemption. In none of the 
1·11Mes, tltt> up1•ouutl! of the entertuinmt>nt~ were eithn received 
or t>xamiut>d to verify that the proci>e-ds of the entPrtainment were 
utilised, us required under the law, on the ohjectR for which the 
exl•mptiou from tax waR granted. No ad ion had all'lo been ta ken 
tu realise from tlte OJ'g'Jnisns tht> tax due where the conditions 
hnd not bt>t>ll fulfilled or to adjust the security clt>pm1its against the 
dues. 

(2) In tht> same diAtrict, 1·ustml eiuema, mag·il' and otlwr RhowR were 
allowed to hf' helil in 11 ini-tonceH !luring· tht> year 1971 !'lubject 
to 1 he tax cltw heing- pa al by the organi~t>rs hut neither any 
ac·1·01111t~ were r1>1·t>ived from the orguni1wrl'! lJOr the tax due 
eollp1·tt>cl fn1Jn thf'm so far. Tu one of t11ese em1es a magic show 
was ,1Jl0\w1l to b1• lwlil f'or 21l clnys n1wiust u Sl'C'Ul'ity depoiiiL of 
u .... 50 and the party WUS t't'JIOI'ted to have left tht> place aftt>r tbe 
pC'riocl without paying- the tax clue from l1im, the amount of 
whi1·h hncl not hPt>n as.se~sed. 

(;i) Jn another 1foitril't, PXPmption from tux was allowed in February 
1974 for n film Rhow to hf' held in Marrh 1974 011 tht> grouncl that 
tl1e proePC•ds of the show would ll!' clonntP<l for the construction 
of a lloliclay TT ome to llc run for the hPnt>fit of the organisers. of 
the Hhow, tlwugb the exemption was uot aclmisl!ihle under the law 
for thill pu1·poi-P. It was. Rtipulateil that thf' acrounts of the show 
should lie submitted within ~) clays but this condition was nh~o not 
fulfillecl hy the orgnniserti of the show. 
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(4) In another case in the same district, exemption from tax was allowed 
in December 197a for a .Tatra performance proposed to be held for 
4!3 days from 17t11 Del'em her 1973, though there was no specific 
request from the organisers for exemption from tax. No security 
deposit was obtained from the organiser!! nor were the accounts 
of the performance suhmitted or culled for with a view to 
verifying whether the eo111litiom1 for the grant of exemption from 
tux had been fulfilled. 

'l,hese cases were reported to Government in May 1974 and Auguat 1·974. 

No replies have been received (March 1975). 

Section C-State E.T:ciae 
59. Irregular diversion of imported ethyl alcohol to the distilleries: In 

December 1971, the State Government informed the Ministry of Petroleum 

and Chemicals that the requireruentH of alcolwl of the State for the alcohol 

year 1971-72 (December 1971 to November 1972) amounted to 58 million 

bulk litres, of which 46 MBJ..s were stated to be required for industrial 

purposes and 12 MBLs for potable pur}JO:Jes. Internal production was 

estimated 7.5 MllLs and the balance 50.5 M.Jl'Ls was required to be arranged 

by the Ministry of Petroleum from other States and us imports from abroad. 

Tht> Ministry allotted 18.5 MBIJN for supply from other Atatei,i and agreed 

to allow imports from foreign ~ource11 for the balance. For the year 

1972-73, the requirements of alcohol were reported by the State Government 

to be of the same order as for 1971-72 and the allotment made from other 

States amounted to 12.03 MBLs. As regards imports from abroad, the 

State Government ohtained three licences between March 1972 and 

.February 1973 for the import of 46,500 metric tonnes. Further, the State 

Government obtained order" for exemption of customs duty in respect of 

these three consignments subject to an undertaking being given by it that 

the alcohol to be imported would be used solely for industrial purposes 

in the StRte of West Uengal with a further certificate that the alcohol is 

already denatured to the satisfoctfon of the Government of West Bengal 

or would move under bond to bonded warehouses under the control of the 

Commissioner of Excise, Government of "\Vest Bengal. It was further 

stipulated that the use of ethyl alcohol would be under the supervision of 

the Excise Commissioner. Having obtained the import licence and the 

exemption orders with the conditiomi referred to above, the State Government 

permitted a private concern to import the entire quantity covered by the 

three licences by executing necessary letters of authoriV1 in iis favour. 

8 



A _tote.I quantity of 66.7 MBLs of ethyl alcohol was imported during 
the period July 1972 to July 1973, out of which 50.99 MBLs are stated to 
have been denatured. However, there is no record available, nor any 
eertification obtained from the Chemical Examiner to Government to find 
out the correctness and extent of denaturing. Of the remaining quantity 
f>.2 MBLs were released for use by the pharmaceutical induHtry, hospitals 
and dil'lpensaries and for manufacture of potable liquor in quantitiel'l of 
2.a4 MBLs, 0.05 MHL.-1 and 2.812 MHT~ reRpectively. Thm1, more than 
f>O per cent. of the remaining quantity waR diverted for uRe for manufacture 
of potable liquor, in contravention of the undertaking executed by the 
State Government that the whole of the imported quantity would be used 
for industrial purposes. Further, 0.50 MiBLs has been claimed as wastage, 
the correctness and reasonableness of which has not been verified. No 
wastage by evaporation is prescribed under the State Excise Rules and, 
therefore, duty on this 0.50 MBLs should have been collected. In addition 
to the 2.82 MHI..s released by the State Government for manufaeture of 
potable liquor, the importing firm also had diverted 0.29 MJlJ_,s to local 
distilleries for potable liquor, instead of using it in accordance with the 
undertaking given by the State Government. fatstly even though the State 
Government had undertaken to Rupervise the use of imported alcohol for 
industrial purposes, no records are available about the actual supervision 
exercised to see that the alcohol was put the use for which it was imported. 

60. Short realisation Of security from venders: Jn tenns of a notification 

issued in May 1966 under the Excise Act, the holder of a licence for sale 

of country spirit is required to pay, before the commencement of the period 

for which the licence is granteq, a security deposit equivalent to a month's 

licence fee calculated on the basis of the fee paid 'in the previous year. 

Such deposits in respect of foreign liquor shops should be equivalent to 

two months 'licence fees, in accordance with a notification issued in 

J anua.ry 1960. 

A review of the cases in a district (Hooghly) disclosed that, in several 

instances, the amounts of security deposit obtained from country spirit and 

foreign liquor licensees were far below the amounts prescribed. In 27 such 

instances in that district, the total amount of short recovery of deposits 

during 1972-73 amounted to Rs.69,538. The Department stated (.July 

1973) that necessary steps were being taken in the matter. 

In another district (Purulia), the short recovery of the deposits noticed 

m 11 instances amounted to Rs.22,868. The Department stated (February 
1974) that steps were being taken to realise the balance amounts due. 

The matter was reported to Government in August 1974. Reply ie 
nwaited (March 1975). 



61. Arrears in recovery Of licence tees: 'fhe licence fee for a month 
is payable within the 15th of the month, the rate of the fees being deter
mined on the basiH of issues from warehom1e in the case of eountry Rpirit 
and ganja, and of sales in the case of foreign liquor, during the preceding 
month. In one district it was noticed that the prescribed date for payment 
of license fees had not been enforced strictly and arrears were allowed to 
accumulate. In 28 such ca11es in that di8trict a sum of Rs.30,810 remained 
outstanding as on :11 st March 1973 in respect of licence fees due during 
the year 1972-73. The Department agreed (.l!'ehruary 1974) to review these 
cases. 

The matter was reported to Government (August 1974). Reply i11 
awnited (March 1975). 

62. Non-reoo,very of duty on shortages in transit: In accordance with 
the excise laws, shortages of spit-it noticed in transit from the distilleries 
to the bonded warehouses in excess of the permissible limits, (which vary 
from ! per cent. to 5 per cent., depending on the duration of transit and the 
type of the containers used) are chargeable to duty at the highest rate of 
duty ruling in the area throug·h which the consignments were transported. 
It was, however, noticed during test audit that during the period April 
1972 to February 1973, the shortages of spirits in transit had exceeded the 
permissible limit and recovery of duty amounting to about Rs.18,000 on 
a shortage of 1,362 L.P. litres in excess of the permissible limit, had not 
heen made so far (November 1974). The Department stated (February 
1974) that the cases had been reported to. the Commis11iouer from time to 
time but no orders had been received. 

In another district, a loss of 2::J2 litres in transit was noticed during 
the period January 1973 to March 1973. The Department stated (August 
1973) that demands amounting to Rs.7,336 bad been made on the party 
concerned but no information was available till November 1974 as to 
whether the amount had been realised. 

'J.1he cases were reported to Government in August and September 1974 
and final reply is awaited (March 1975). 

Section D-Fore,,t Receipts 

68. Loss in the sale of Khair trees to a local ftnn: The highest tender 
accepted by a Forest Division in 1972-73 for the sale of lot of 1,962 Khair 
trees measuring 991.403 cubic metres, was Rs.3,62,101 which worked out 
to a rate of Rs.365.17 per cubic metre. On the recommendation of the 
.Forest Department made in .Tune 1972, Government issued orders in July 
1972, that another lot of 1,000 trees, measuring 576. 74 cubic metres, might 
be sold to a local firm at a rate fixed on the basis of the average of the 
last three years plus IO per cent. which worked out to RR.288.81 per cubic 
metre. This resulted in a loss of about Rs.44,000 to Government. One 
of the unsuccessful tenderers subsequently offered (June 19i3) Rs.1 lakh 
more for the lot of 991.403 cubic metres on the ground that the prices of 



Kbair 11rees had increased during tht1J period hut this offer (which worked 

out to Rs.465 per cubic metre) was not accepted by the Department as it 

wus received after the highest sealed tender hall been accepted. 
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ANNEX URE 

Statement 1howin1 comparatiH position of revenue collected under the head Taxes on Motor 
Vehicles and number of re1istered Hhicles in Maharuhtra and Tamil Nadu 

19611-70 

1970-71 

1971-72 

1072-73 

l!l7:1· 74 

l\1611-70 

l!l70-7 I 

l!l71-72 

1972-7:1 

1973-74 

Year 

(Reference: Par& 6(0)-Pn.b'<' 13) 

Maharashtra 

Revenue collected 
(In crores of l'U(IN!H) 

1:1 ·06 

13·98 

Hi·3!l 

16 ·!la 

111 ·73 

Tamil Nadu 

111·47 

21 ·84 

22·!19 

26 ·15 

27 ·6:1 

*Total number of 
reg1sterorl vehicle11 

m the State 

2,27,926 

2,57,5311 

3,11,6(111 

'l,42,!170 

!1;'74,Hr.4 

1,31,102 

1,47,227 

l,54,R78 

1,62,395 

1,66,1166 

•Total numbor of ro~i~tem1l vehiclo• m '.\fahn.rl\ihtra are aq on bt, Jn.nuary 1969 Rnd onwa.rcl11 

WBQP.71i/76·2X·B60 
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