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' Thrs Report for the year ended 31 March. 2005 has been prepared
for submission to the Governor under Artrcle 151 (2) of the
Const1tut10n .

The audit of revenue receipts of the State Government is conducted
‘under Section 16 of the Comptroller and Auditor General’s
(Duties, Powers and Conditions of Service) Act, 1971. This
Report presents the results of audit- of receipts cdmprising sales
tax, land revenue, stamp duty and regrstratron fees, motor vehicles
tax, professmm tax, electricity duty, state excise, other tax recelpts
mines and minerals, forest receipts and- other non- tax recelpts of
~ the State. : : :

The cases mentioned in this Report are among those which came to

notice in the course of test audit of records during the year 2004-05
“as well as those noticed in earlier years but could not be covered in
- previous years’ Reports :
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OVERVIEW

I. General

This Report contains 45 paragraphs including one review relating to
underassessment/non-realisation/loss of revenue etc. involving Rs.554.93
crore. Some of the major findings are mentioned below:

The total receipts of the Government for the year 2004-05 were Rs.19,918.19
crore. The revenue receipts of Rs.11,270.12 crore comprised Rs.9,924.46
crore from taxes and Rs.1,345.66 crore from non-tax revenue. The State
received Rs.6,384.89 crore as its share of divisible Union Taxes and
Rs.2,263.18 crore as grants-in-aid.
(Paragraph 1.1)

Test check of records of sales tax, land revenue, state excise, motor vehicles
tax, amusement tax, electricity duty, forest and other departmental receipts
conducted during the year 2004-05 revealed underassessment/non-
realisation/loss of revenue etc. of Rs.1,164.23 crore in 1,268 cases. During the
course of the year 2004-05, the concerned departments accepted
underassessment etc. of Rs.691.60 crore involved in 709 cases of which 555
cases involving Rs.687.08 crore were pointed out in audit during 2004-05 and
the rest in earlier years. A sum of Rs.71.27 lakh was recovered at the instance
of audit during the year 2004-05.

(Paragraph 1.12)
As on 30 June 2005, 1,092 inspection reports issued upto December 2004
containing audit observations involving Rs.1,352.76 crore, were outstanding
for want of response or final action by the concerned departments

(Paragraph 1.14)

I1. Sales Tax

Incorrect determination of turnover of sales in respect of 36 dealers in 38 cases
resulted in short levy of tax including surcharge and additional surcharge of
Rs.2.95 crore

(Paragraph 2.2)
Underassessment of tax due to incorrect deduction in respect of 46 dealers in

48 cases resulted in short levy of tax including surcharge and additional
surcharge of Rs.2.80 crore

(Paragraph 2.3)
Non/short levy of penalty on concealed/fake transactions in 28 cases of 27
dealers resulted in non/short realisation of penalty of Rs.1.77 crore

(Paragraph 2.6)
Application of incorrect rate of tax in assessment of 31 cases of 30 dealers
resulted in short levy of tax including surcharge and additional surcharge of
Rs.1.08 crore

(Paragraph 2.8)
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Incorrect exemption allowed on purchases worth Rs.10.99 crore in 13 cases of
18 dealers resulted in non/short levy of purchase tax of Rs.37.46 lakh
(Paragraph 2.12)

III. Land Revenue

Non-settlement of long term leases for unauthorised occupation of 37.63 acres
of non-agricultural land involving market value of Rs.37.99 lakh resulted in
non-realisation of rent and salami of Rs.22.24 lakh

(Paragraph 3.2)

IV. State Excise

Inaction on the part of the Department against three licensees resulted in non-
realisation of duty of Rs.11.02 crore on short/non-receipt of rectified
spirit/extra neutral alcohol during the course of import underbond

(Paragraph 4.2)

Non-raising of demand for chargeable wastage of rectified spirit occurred
during the process of redistillation resulted in non-realisation of excise duty of
Rs.38.48 lakh

(Paragraph 4.3)

V. Motor Vehicles Tax

Non-imposition/incorrect application of rate of tax and additional tax together
with non-levy of penalty for non-payment of tax and additional tax resulted in
non/short realisation of revenue of Rs.2.25 crore

(Paragraph 5.2)

Non-levy of additional fee at the time of transfer of ownership of 3,645
vehicles resulted in non-realisation of revenue of Rs.57.51 lakh
(Paragraph 5.3)

VI. Amusement Tax

Inaction of the Department against the proprietors of cinema halls led to non-
realisation of composition money of Rs.50.74 crore
(Paragraph 6.2.6)

Non-scrutiny of claims of utilisation of service charges made by proprietors of
cinema halls resulted in non-levy of tax of Rs.2.39 crore
(Paragraph 6.2.8)

Non-adherence to the provisions of the Act resulted in non/short levy of tax of
Rs.4.57 crore on air-conditioned hotels

(Paragraph 6.2.9)
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Despite specific provisions of the Act, clubs were never brought under the
purview of tax resulting in non-levy of tax of Rs.5.12 crore
(Paragraph 6.2.10)

VII. Other Tax Receipts

Inaction on the part of the Department to raise demand of electricity duty
collected by West Bengal State Electricity Board and Calcutta Electricity
Supply Corporation resulted in unauthorised retention of Government dues of
Rs.284.82 crore

(Paragraph 7.2.3)

Failure of the assessing authority to raise demand for short payment of
electricity duty by the licensees resulted in non-realisation of duty of Rs.39.71
crore

(Paragraph 7.2.5)

Incorrect allowance of rebate despite non-payment of electricity duty within
the due date of payment resulted in short realisation of revenue of Rs.9.50
crore

(Paragraph 7.2.6)

VIII. Forest Receipts

Failure of the Department to provide adequate infrastructure in
implementation of Government order for realisation of transit pass fee resulted
in loss of revenue of Rs.3.75 crore

(Paragraph 8.2)

IX. Mines and Minerals

Inaction of the Department against unauthorised extraction of brick-
earth/boulder/stone in excess of permitted quantity/without any quarry permit
resulted in non/short realisation of Rs.1.72 crore

(Paragraph 9.2)

X.  Other Non-Tax Receipts

Non-issue of notification in respect of 36,75,994 acres of land benefited from
irrigation schemes resulted in foregoing of revenue of Rs.13.09 crore

(Paragraph 10.2)
Inaction on the part of the Department to make assessment of irrigated land as

per test notes of the engineering divisions resulted in non/short realisation of
water rate of Rs.59.54 lakh

(Paragraph 10.4)
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Tax and non-tax revenue raised by the Government of West Bengal during the

year 2004-05, the State’s share of divisible Union Taxes and grants-in-aid

received from the Government of India during the year and the corresponding

figures for the preceding four years are given below:

(Rupees in crore)

Receipts | 2000-01 | 20001-02 | 2002-03 | 2003-04 | 2004-05
1. Revenue raised by the State Government
(a) | Tax Revenue 594472 | 6,534.48 | 7,046.40' | 8,767.91 9,924 .46
(b) | Non-tax Revenue 1,214.53 775.88 654.33 605.84 1,345.66
Total : 7,159.25 7310.36 | 7,700.73 | 9373.75 11,270.12
11. | Receipts from the Government of India
(a) | State’s share of net proceeds | 4,208.44 | 4,289.37 | 4,586.74 | 5341.65| 6,384.89°
of divisible Union taxes
(b) | Grants-in-aid 3,154.49 2,938.69 | 2,237.98 1,893.10 2,263.18
Total : 7,362.93 7,228.06 | 6,824.72 | 7,234.75 8,648.07
111 | Total Receipts of the State | 14,522.18 | 14,538.42 | 14,525.45 | 16,608.50 1‘),918.1!33
Government (I+11)
IV | Percentage of I to 111 49 50 53 56 57

The details of the tax revenue raised during the year 2004-05 along with the

figures for the preceding four years are given below:

' In the Report for 2002-03, share of net proceed of Rs.31.34 crore from Central Government was
wrongly treated as receipts of the State Government and has since been corrected.
? For details, please see statement No.11 ‘detailed account of revenue by Minor Heads’ in the Finance
Accounts of the Government of West Bengal for the year 2004-05.
? Figures under the heads 0020-Corporation Tax, 0021-Taxes on Income other than Corporation Tax,
0032-Taxes on Wealth, 0037-Customs, 0038-Union Excise Duties, 0044~ Service Tax-*Share of net
proceeds assigned to States’ booked in the Finance Accounts under A-Tax Revenue have been excluded
from revenue raised by the State and included in State’s share of divisible union taxes in this statement.

1
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Audit Report (Revenue Receipts) for the year ended 31 March 2005

(Rupees in crore)

Sl No. . Head of revenue 2000-01 2001-02 2002-03 2003-04 2004-05 | Percentage of increase (+)/
. . decrease (-) in 2004-05
) over 2003-04
1. (a) Sales Tax 3,377.05 | 3,499.80 | 3,668.41 | 4,276.12 | 5,086.33 (+) 18.95
(b) Central Sales Tax 294.37 302.66 523.10 554.46 629.97 (+) 13.62
2. State Excise 461.61 51243 566.85 619.96 671.56 (+) 832
IS:tamp Duty and Registration 474.01 555.39 720.41 794.52 | 1,006.54 (+) 26.69
ees -
Taxes and Duties on Electricity 160.19 | 35476 | 14542 | 396.16 | 269.65 (-)31.93
Taxes on Vehicles 282.53 208.65 249.40 535.37 527.66. (-) 144
Other Taxes on Income and 214.91 223.04 | . 223.34* | 229.89 237.43 (+) 3.28
Expenditure-Tax on Professions,
Trades, Callings and Employment .
7. | Other Taxes and Duties on 165.12 163.68 | 287.33* 366.17 359.68 ) ‘L.77
Commodities and Services : :
Land Revenue 510.80 711.22 658.29 993.26 | 1,132.55 (+) 14.02
9. Other Taxes 4.13 2.85 3.85 200 - 3.09 (+) 53.50
Total 5,944.72 | 6,534.48 7,046.40 | 8,767.91 9,924.46 . (#) 13.19
* Since revised o
The details of major non-tax revenue raised during the year 2004-05 along
with the figures for the preceding four years are given below:
, (Rupees in crore)
SL Head of revenue 2000-01 | 2001-02 | 2002-03 | 2003-04 | 2004-05 Percentage of increase
No. : . : (+) / decrease (-)
in 2004-05 over 2003-04
1. | Interest 673.60 | 12290 | 10275 | 110.11 | 589.31% (+) 43520 |
2. Dairy Develdpment 53.41 - 56.62 59.30 50.27 38.42 () 23.57
"~ 3. | Roads and Bridges 02479 |- 2042 22.30 22.08 19.57 () 11.36
4. Forestry and Wildlife 22.26 26.72 56.52 45.97 . 4044 () 12.03
5. Non-ferrous Mining and 13.51 7.95 6.87 13.91 18.94 (+) 36.16
Metallurgical Industries _
6. | Food, Storage and Warehousing 65.41 220.79 81.29 27.67 180.23 +) 551.36’5—
7. Housing 1.73 - 7.93 9.94 1112 | 13.96 (+) 2554
8. | Medical and Public Health 4591 45.63 48.62 4771 71.51 (+) 49.83
9. Education, Sports, Art and Culture 17.63 | - 39.61 17.28 21.20 30.67 (+) 44.67
10. | Public works 6.16 5.52 4.78 6.39 7.29 (+) 14.08
11. | Police 54.75 60.99 64.30 44.69 56.85 (;I-) 27.20
12. | Others 229.37 160.80 180.38 204.72 278.47 (+) 36.02
Total : 1,214.53 |. 775.88 654.33 605.84 1,345.66 (+) 122,11

" “Includes Rs.36.35 crore and Rs.27.62 crore by book adjustment per coiitra debit to 2701- Major and
Medium Irrigation and 2711-Flood Control and Drainage respectively. =
Increase was due to larger collection of interest from public sector and other undertakings.

2



Chapter 1 : General

- The reasons for variations- in receipts during the year 2004-05 compared to
those of the year 2003-04 as shown in the Finance Accounts are mainly due to

larger collection of revenue in the cases of increase and less collection of

“ revenue in the cases of decrease.

~ In the budget for 2004 05, the Government neither mtroduced any new tax nor
proposed enhancement of the ex1st1ng rate of tax. The Government claimed
bette1 collectlon of tax and non-tax revenues by mobilization of State s own
resource through improved method of tax collection. The Government’s
budget estimate for collection of tax and non-tax 1'evenu_e was Rs.11,851 crore
in 2004-05- against which actual collection was Rs—.vll—,27.0 crore leaving a
~ deficit in collection of Rs.581 crore. The shortfall was mainly due to less
~ collection from State ]Exc1se Land Revenue other taxes and duties on-

commodlties and services, and all non—tax revenues except interest receipts.

As per provision of the Budget Manual, the Finance Department shall ‘collect
- budget estimate and related information both for rec:eipts and expenditure from
' the concerned administrative departments and prepare budget estimate of the
State after necessary changes according to the policy of the Government. In
the case ‘of non-receipts of relevant budgetary proposals from the
.administrative.departments, the Finance Department preScribes a guideline for

preparing the budget estiinate.

‘Scrutmy of relevant records revealed that the Finance ]Department did not -

receive budgetary materials from admimstrative departments for preparation

~of budget estimate for 2004-05 and accordingly prepared the budget estimate

on the bas1s of its gu1de1mes as under

The budget estimate for-tax receipts for 2004-05 was prepared- with a growth
rate of 18 per cent over the revised estimate for 2003 04. Simila'rly the budget
estimate for non-tax recelpts for 2004-05 was piepared w1th a growth rate of

30 per cent over the rev1sed estimate for. 2003 04.




Audit Report (Revenue Receipts) for the yeaf ended 31 March 2005

~ The budget estimate for 2004-05 appeared to be more realistic in comparison

to the previous four years which would be evident from the table below:

(Rupees in crore)

Year Budget Estimate Actuals ‘Percentage of variation of
actual collection over budget
- estimate )
Tax Revenue

.2000-01 6,908 - 5,945 (-) 13.94

2001-02 8,044 6,534 (-) 18.77

2002-03 8,275 -7,046 (-) 14.85

2003-04 8,707 8,768 (+) 0.70

2004-05 110,448 9,924 () 5.02

' __Non-tax Revenue

2000-01 815 1,215%* (+) 49.08

2001-02- 1,009 . 776 - (-) 23.09

2002-03 1,808 - 654 (-) 63.83

2003-04 - 1,144 - 606 (-) 47.02

2004-05 1,403 1,346 (-) 4.06

** Loan of Rs.492.54 crore gfanied to WBSEB was contra credited to interest receipt.

The variations between the Budget estimates and actuals of revenue receipts

for the year 2004-05 in respect of the principal heads of tax and non-tax

revenue are given below:

(Rupees in crore)

Budget

Actuals

Heads of Revenue Variations excess(+) or | Percentage of
Tax Revenue estimates shortfall(-) - variation
1. Sales Tax 5,836 5,716 . (=120 (-) 2.06
2. State Excise 885 672 (-) 213 (-) 24.07
3. Land Revenue - 1,260 1,133 - - (=) 127 (-) 10.08
4, Taxes on Vehicles 549 528 (-) 21 (-) 3.83
5. Starnp Duty and Registration Fees 953 1,006 (+) 53 (-) 5.56
6. Professions Tax 295 237 - (=) 58 (-) 19.66
7. Electricity Duty 184 270 (+) 86 (+) 46.74
8. Other Taxes and Duties on 482 359 (-) 122 (-) 25.31
commodities and services
9. Others . 4 .3 + 1 (+) 25.00
’ Total: _10,448 9,924 (-) 523 (-) 500
Non-Tax Revenue . - -
10. Forest Receipts 81 40 (-) 41 (-) 50.62
11. Interest Receipts 180 . 589 . (+) 409 (+)227.22
12. Dairy Development 105 38 (-) 67 (-) 63.00
13. Food Storage and Warehousing - 222 180 (=) 42 (-) 18.92
14. Medical and Public Health 120 72 - (-) 48 () 40.00
15. Education; Sports, . Art and - 51 .31 (=) 200 (=) 39.22
Culture
16. Public Works - 7 - 7" -- --
17. Roads and Bridges 32 20 (). 12 (-) 37.50
18. Police 113 57 (-) 56 (-) 49.56
19. Major and Medium Irrigation 25 4 (). 21 (-) 84.00
20. Minor Irrigation - 40 21 (-) 19 (-) 47.50
21. Others 427 287 (-) 140 (-) 32.77
Total: » 1,403 1,346 () 57 (-) 4.06




Chapter I : General

The reasons for variation though called for in April 2005, have not been
received (October 2005).

Break-up of total collection at pre-assessment stage and after regular
assessment of sales tax, agricultural income tax, amusement tax for the year
2003-04 and the corresponding figures for the preceding two years as
furnished by the Department is as follows:

(Rupees in crore)

Head of Year Amount Amount collected after Penalties for Amount Net Percentage
Revenue collected at regular assessment delay in refunded | collection’ | of column
pre-assessment (additional demand) payment of Jt7
stage taxes and duties
1 2 3 4 5 6 7 8
Sales Tax 2002-03 4,157.00 34.51 Nil 14.78 4,176.73 100
2003-04 4,766.86 64.75 12.68 | 104.14 4,740.15 100
2004-05 5,572.88 81.23 23.95 33.95 5,644.11 99
Agricultural 2002-03 1.46 0.97 Nil 0.10 2.33 63
Income Tax | 2003-04 1.30 0.76 0.04 0.43 1.67 78
2004-05 1.17 0.40 Nil 0.17 1.40 84
Amusement 2002-03 46.73 4.39 Nil Nil 51.12 91
Tax 2003-04 49.18 2.03 0.09 0.01 51.29 96
2004-05 55.36 2.33 0.31 0.01 57.99 95
The gross collection in respect of major revenue receipts, expenditure incurred
on collection and the percentage of such expenditure to gross collection during
the years 2002-03 to 2004-05 along with the relevant all India average
percentage of expenditure on collection to gross collection were as follows:
(Rupees in crore)
Head of Revenue Year Collection | Expenditure | Percentage of | All India Average
on collection | expenditure percentage of
of revenue on collection | collection for the
vear 2003-04
Sales Tax 2002-03 4,191.51 73.53 1.75
2003-04 4,831.00 73.84 1.52 1.15
2004-05 5,716.00 75.20 1.32
State Excise 2002-03 566.85 37.61 6.63
2003-04 620.00 38.53 6.21 3.81
2004-05 672.00 38.45 il2
Stamp Duty and 2002-03 720.41 35.54 4.93
Registration Fees 2003-04 794.00 35.26 4.44 3.66
2004-05 1,007.00 39.65 3.94
Taxes on Vehicles 2002-03 249.40 8.40 3.37
2003-04 535.00 8.83 1.65 2.57
2004-05 528.00 9.32 1.77

* The discrepancy in the net collection of revenue furnished by the department needs
reconciliation with the Finance Accounts.




Audit Repért (Revenue Receipts) for the year ended 31 March 2005

It would be seen from the above that the expenditure on collection under the
- respective heads is higher as compared to the national average except taxes on
“vehicles. ’ ' '

The sales tax is the major source of revenue of the state contributing more or
less 60 per cent of the total revenue collection. The collection of sales tax per
assessee during the last five years as on-2004-05 as furnished by the Finance

Depaﬁment- is tabled below:

’

Year No. of assessees Sales Tax Revenue Revenue/assessee
, ) (Rupees in crore) (Rupees in lakh)
2000-01 ° 1,79,011 ' 3,671 2.05-

. 2001-02 1,78,273 © 3,802 - 2.13
2002-03 . 1,85,050 4,192 2.27
2003-04 ' 1,97,292 ’ 4,831 ] 2.45

200405 | . 220,305 5,716 2.59

The arrears of revenue as on 31 March 2005 in respect of some principal heads
vo'f' revenue as furnished by the Departmients amounts to Rs.1,718.04 crore of
which in four cases Rs.83.76 crore out of R_s.I,249.35 crore were outstan_ding
for more than five years as detailed in the folléwing table:

(Rupees in crore)

Head of Revenue ‘Amount outstanding | Amount outstanding for more than
_as on 31 March 2005 five years as on 31 March 2005
Sales Tax B ' ‘ 1,187.26 48.93
Electricity Duty 468.69 - Nil
| Amusement Tax 25.52 14.35 -
Agricultural Income Tax 25.52 : ' 16.51
Excise Duty . : 11.05 3.97
Total: 1,718.04 : 83.76

- The details of cases pending assessment at the beginning of the year, cases
becoming due for assessment during the year, cases disposed of durihg the year
and number of cases pending finalisation at the end of each year during 2002-

03 to 2004-05 as furnished by the Departments. are given below:




Chapter I : General

e ——
Year Opening | Cases due for Total Cases Balance at | Arrears in
Balance assessment finalised | the close of | percentage
during the during the the year (against
year year total cases)
Sales Tax
2002-03 1,64,936 1,64,673 3,29,609 1,74,576 1,55,033 47
2003-04 1,55,033 2,14,471 3,69,504 1,74,088 1,95.416 53
2004-05 1,95.416 1,62,071 3,57,487 1,73,289 1,84,198 52
Professions Tax
2002-03 1,80,232 59,899 2,40,131 72,726 1,67,405 70
2003-04 1,67.405 38,955 2,06,360 54,224 1,52,136 74
2004-05 1,52,136 48,331 2,00,467 39,505 1,60,962 80
Electricity Duty
2002-03 483 82 565 54 511 90
2003-04 511 56 567 512 35 10
2004-05 55 11 66 47 19 29
Amusements Tax
2002-03 3,874 3,204 7,078 1,863 5215 74
2003-04 5,215 3,709 8,924 2,575 6,349 |
2004-05 6,349 2,890 9.239 1,986 7253 79
| Agricultural Income Tax
2002-03 2,097 564 2,661 416 2,245 84
2003-04 2,245 485 2,730 255 2,475 91
2004-05 2,475 495 2,970 324 2,646 89

It would be seen from the above table that percentage of cases pending

disposal at the end of each financial year was significantly large.

1.10 Evasion of Tax

The details of cases of evasion of tax detected by the Finance and State Excise

Departments, cases finalised and the demands for additional tax raised as

reported by the Departments are given below:

Name of tax/duty Cases Cases Total No. of cases in which No. of cases
pending as | detected assessments/investigations pending
on 31 during completed and additional finalisation as
March 2004-05 demand including penalty etc., on 31 March
2004 raised 2005
No. of | Amount demanded
cases (Rupees in crore)
Sales Tax 25*% 20 45 13 1.42 32
State Excise 7 Nil 7 Nil Nil T
Amusement Tax 21 8 29 9 Nil 20

* Revised figure as furnished by the Department
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_The number of refund cases pendmg at the begmnmg of the year 2003-04, |

claims received during the year and refunds at the close of the year 2004 05, 7

as reported by the departments were as follows:

, . (Rupees in lakh)
Sales Tax Amusement Tax Agricultural
- o Income Tax
No.of | Amount | No.of | Amount | No.of | Amount
cases ' - cases | cases :
Claims outstanding at the begmnmg 162% .| 290.90-|- 1 [ .1.31 9 13.02
| of the year . ‘ L : o
Claims received during the year 350 | 30044 | 4 741 | 11 38.62
| Balance outstanding at the end of the | 212 - | 212.83 4 7.32 12 35.08
year . . - | o '

s

Figure has since been revised by the Department = . .

Test check of records of sales tax,ﬁland.revenue,. stamp duty and registration
fees, motor vehicles tax; state excise; electricity. duty, other tax receipts, forest

receipts and other non-tax receipts conducted during the year 2004-05

‘revealed under-assessment/short levy/loss ‘of revenue amounting = to
'Rs. 1 164 23 crore in I, 268 audit observations. Dur’ing"the course of the year '
the departments accepted under- assessment of Rs.691.60 crore in 709 audit

_ observations of which 555 audit observatlons mvol_ying Rs.687.08 crore were

. pointed out in audit during 2004-05 ‘and. the rest in earliersyears and Rs.71.27

lakh has been recovered. - No rephes have been received in respect of

remammg Cases.

This Repcrt contains' 45 paragraphs including one review relating to non/short
levy'of_ taxes, duties, interest and penalties etc.,-involving__'Rs.554.93 crore.
The Departrnents aCCepted audit observaticns invoi_ving Rs.442.16 crore ‘of
which Rs.20.69"lakh had been recovered.' Th‘e'departme_nts ‘have contested
paragraphs invdlying Rs.24.59 crore and no reply has been furnished in other

cases.

In respect of obseryations not accepted by the Department,' gist of reasons for

Department’snon-acceptance has been included in the related paragraph itself
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e

along with suitable rebuttal. However, replies from the Government has not
been received (October 2005).

For prompt settlement of very old outstanding Inspection Reports through
discussion among senior officers of concerned Administrative Department, the
Finance Department and the officers of the office of the Accountant General,
West Bengal, Departmental Audit Committees were constituted by the

Government in the year 1985.

For this purpose meetings of Audit Committees consisting of the Secretary of
the Administrative Department concerned, a senior officer of the Finance
Department not below the rank of Joint Secretary and representative of the
office of the AG, West Bengal should be convened by the Administrative

Department concerned.

During the last three years total number of meetings held and number of paras
settled are detailed below:

(Rupees in lakh)
Year Name of the Number of Number of Money Value of the
Department | meeting(s) held| paragraphs settled | paragraphs settled
2002-03 | Public Works 1 Nil Nil
2003-04 | Public Works 1 Nil Nil
Forest 1 Nil Nil
2004-05 | Public Works 1 Nil Nil
State Excise 1 16 16.87

The above table shows that out of total eight Departmental Audit Committees
only three Committees held their meetings during last three years. Out of
those three, Audit Committee on State Excise settled 16 audit observations
involving money value of Rs.16.87 lakh and other two Committees held the
meeting only without settling any audit observation. The other departments

-did not hold Audit Committee Meeting till October 2005 although reminded

several times.

P
Accountant General (Receipt, Works and Local Bodies Audit), West Bengal

arranges periodical inspection of Government Departments to test check the
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transactions and vér_ifyl the maintenance of impoi’tant accounting and other
records as per prescribed rules -and procedures. These inSpections are
followed up with Inspections Reports (JRs). When important in_’egularitiés are
detected during inspection but not settled on the spot',-these are included in IRs
issued to the heads of offices inspec_ted with‘ éopies to next higher authorities
for taking prompt corrective action. Government have provided that first
-replies to the IRs may be furnished within three weeks of receipt thereof by
the heads of offices. The heads of offices/ Government are required to comply
‘with the observations contained in the IRs and rectify the defects and
omissions’ promptly‘ and report their compliance to the Office of the -
Accountant Général within two 'months from the dates of issue of the IRs.
_ Serious irregularities are also brought to the notice of theb Heads of the

Departments by the office of the AG.

Inspection Reports iséued up to December 2004 disclosed that 3,3;22
'pm'agraphs involving money value'qf Rs.1,352.76 crore relating to 1,092 IRs
remained outstanding at the end of Jﬁne 2005. Of thése, 192 IRs containing
377 paragraphs involving fnoney value of Rs.52.86 crore had not been settled
for more than 10 yeafs by the Finance Department in respect of sales tax,
amusements tax, agricultural income tax, professions tax, electricity duty and
_stamp duty and registrdtion fees, by the Foreét_.Depaleent in respect of forest
recéipts, by the Commerce and Industries Department in respect of mines aﬁd
minerals, by the Transport Department in respect of faxes on motor vehicles,
.’by the Land and Land Reforms Department in reAépect of land revenue and
other Departments in respect of other departfnehtal 'receipts. Even the first
replies, retjuired to be received from the heads of officés within three weeks
from.the date of issue of the IRs, \;vere not received in respect of 1,686
paragraphs of 442 IRs iSsued between March 1984 and December 2004. As a
result, the seribus irregularities commented upon in these IRs had not been

settled as of 30 June 2005.

Department-wise break-up of IRs and audit observations outstanding as on 30

June 2005 is given below:

10
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(Rupees in crore)

SL Department Position of Inspection *._ Position of Inspection Position of Inspection Reports in
No. Reports issued up to Reports and paragraphs respect of which first reply not
December 2004 but not not settled for more than received
settled at the end of June 10 years
2005 .
No. of No.of | Money No.of | No. of Money - | No.of "No. of Earliest year to
IRs Para- value IRs Para- value IRs’ Para- which IR relates .
graphs : ’ graphs graphs
1 | Finance . '
(a) Sales Tax 146 | = 664 41.69 S| 27 0.50 -55 520 2000-01
(b) Professions Tax 112 292 14.60 32 41 43| 23 125 2000-01
(c) Stamp Duty and 263 429 37.87 24 | 36 1.03° 120} 153 1995-96
Registration Fees _
(d) Electricity Duty 35 95 150:67 121 19 1.90 .13 50 - 199899
(e) Agricultural Income 17| 25 1.84 | 21 5 0.03 6 -9 1992-93
) Tax : ‘ A
(f) Amusements Tax 65 126 20.35 18 23 0.48 22 47 1985-86
(2) Luxury Tax -4 22 .0.58.1 - Nil - Nil' Nil 9 9 2002-03 -
2. | Forest ‘ » s , ‘
| ForestReceipts | 101] 213 6169) 12| i5| o54| 48] 188 19969
3. | Commerce and Industries _ ‘ ' . _
Minesand Minerals | 59| 191 1940 12| 26] 059 28] 1s0] 1992
4. | Land and Land Reforms L ._ o :
Land Revenue 87| 460 | 14527 | 33 98 | . 13.45 30 180 1991-92
5. | Excise ’
| State Excise | 52| 163 4823 . 1] 1] 1007 19] 3] 1o
6. | Transport ' . v L v o o
Motor Vehicles - | 37| 380| 1271] 27| 57| o0s0] 43| 123] 200001
7. | Other , o ' _ ‘ a
Departmental Receipts 104 | 262 | 797.86 | 14 29 | 1947 | 26 69 1994-95
Total 1,092 | 3,322 | 1,352.76 | 192 377 - | 52.86 442 1,686

The above position indicates the failure- of depaﬂniental offices to initjate

action in regard to the defects, omissions and irregularities pointed out in the

_ IRs of the AG. The Principal Secretaries/Secretaries of the Depaitments, who

- were informed of the position through half-yearly reports, also failed to ensure

that the concerned officers took prompt and timely action.

11
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- The State: ]Legrslature constitute a commrttee on Public Accounts (PAC) for :
drscussmn of all the paragraphs of the Rece1pt Audit Reports after laying of |
the reports in' the " State ]L.egislature ‘and to recommend comments for

“comphance by the Government Normally 20 per cent of the total numbers of

- . paragraphs of the Audit,Report are _selected; e‘ver,y'year for such discussion on

the basis of questionnaires to the replies of the Government The remaining.
paragraphs not selected for discuss1on are dlsposed of on the basis of rephes of
* Government only. - -
- The number of selected and unselected ‘paragraphs in .respeet of which
. explanatory notes have not been furnished by the Gove_rnment stood at 32 and

751 + 422 (Part)® respectively.

With the passage of time the outstanding paragraphs are losing the attention of
- the Government on account of non-availability of relevant records etc. and
© remain unsettIe‘d for want of specific replies of the Government Thisv inaction -

5‘ on the part of Governrnent had an. adverse unpact on Government revenue :

e A total number of 59 unselected paragraphs and 232 sub- paragraphs of )
Sales Tax relatmg to Audit Report for 1982-83 to 1991-92 had been 1y1ng
- unsettled in the absence of any concrete ,measu_res to be taken by the Sales
_ Tax authorities of the .State’Government_. ‘_ This inaction on the part of the
State Government even after a lapse of 13 to 22 years. from the year of their
mclusron in the Audit ]Reports has made-all the cases to become barred by
limitation of time as per prov1s10ns of the Act/Rule for the purpose of re-
assessment or review. As a result a total revenue of Rs.95. 11 crore turned ', '

mto loss of Tevenue.

' The matter was reported to Government in March 2005 their reply has not
been recerved (_October 2005). . '

As per the Rules of Procedure of the Committee on Public Accounts of the
West Bengal Legislative Assembly (Internal Working) framed in 1997, the

S Unselected Paragraphs of Audit Reports for the years 1981-82 to 199 1-92 havc since been  included
~ in th t.he outstandmg hst awartmg rephcs from Govemment

12
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corrcernec_l Department shall take necessary- steps to send its Action Taken

'Notes>(ATN) on the recommendations containéd in the Report of the Public

* Accounts Comrmttee (]PAC) on the Audit. Report within six months from the

date of its presentatlon to the House. The pos1t10n of outstandmg ATNS due

from the departments is shown below.ﬁ

_Year of

No. of

Particulars of the PAC Report Date of Name of the department
- presentation inthe | © - - - : ‘ - Audit ATNs
: 7 » Assembly , ‘Report due
Sixth Report of 1987-88 - 20'April 1988 - | Excise 197879 | 3
: B : S , . - 1980-81 -3
| ‘Seventeenth Report of 1988-89 | 5 May 1989 Irrigation and Waterways | 1978-79 | 3
- | | B | | 1983-84 | 1
Twentysecond Report of 1990-91- | 26 March 1991 - .| Transport 1979-80 1
3 o E , ' - - 1980-81 1
Second Report of 1991-92 9 April 1992 Board of Revenue y 11980—81 4
T ' ' ' 1982-83 1
1983-84. 1
: - v 1984-85 1.
Seventh Report of 1991-93 23 March 1993 Finance 1983-84 1-
Seventeenth Report 1993-94 - 31 March 1994 | Land and Land Reforms 1981-82- 1
; ~ " ' ' - 198586 | 2 .
e - , . 1986-87 . 2
Twentysecond Report of 1994-95 17 April 1995 Excise: .- 1984-85 2
- | Twentyfifth Report of 1994-96 1 August 1995 | Transport 1983-84 1
: : ' Home (Police) 1988-89 1
Seventeenth Report of 1998-99 " 28 June 1999 - Land and Land Reforms 1988-89 | 1
’ o : ©1990-91 1
, : - , , L 1992-93 | 1
“Twentyninth Report of 1999-2000 | 2 December 1999 | Irrigation and. Waterways 1990-91 1
| Eighth Report of 2001 2002 8 July 2002 Forest - 1996-97 2
Sixteenth chort of 2002-03 . 8 July 2003 Finance 1997-98 I
: s 1998-99 2"
| Twenty second Report of 2003-04 | 7 July 2004 - Finance 1998-99 8
Total : 46

Department failed to submit ATNs within six months in respect of 46

, paragraphs included in the Audit Report‘:s: upto the year ended March 1999.
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“Test check of records relating to sales tax, conducted in audit during the year

» _2004-05, revealed underassessment of fax and -cther irregularities involving

Rs.41.91 crore in 497 cases, which broadly fall under the following categories:

(Rupees in crore)

SL Categories No. of | Amount
‘No. cases :
1. | Non/short levy of interest/penalty - 219 22.87
| 2. | Irregular exemption 99 6.60
- 3. | Application of mcorrect rate of tax and rmstake in - 34 1.55
- computation ' :
4. | Underassessment of tax due to mcorrect deduction 49 3.49
S. | Incorrect determination of gross turnover/taxable 29 3.46
. turnover :
6. | Other cases L 67 3.94
_Total: 497 41.91

» During the course of the year 2004- 05 the concemed ]Depaltment accepted

::undelassessment etc. of Rs. 11.18 crore mvolved in.. 15 1 cases of wh1ch 123

cases 1nv01v1ng Rs.10.58_crore had been pomt_ed out i andit -durmg t_he yezn_

An'amoﬁnt"of Rs.12.22 lakh was:

2004-05. and the rest in earlier years.:

vrealised at the instance of :audit

A few ﬂlustratwe cases mvolvmg Rs 24 50 cmre hlghhghtmg 1mp01“tant'

observatlons are g1ven in the followmg paragl aphs

15
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Under the West Bengal Sales Tax Act (WBST Act), 1994, turnover of sales in

relation to any period, means the aggregate of the sale prices or parts of sale
prices receivable by a dealer, or if a dealer so clects, actually received by the
dealer during such period. A dealer is liable to pay tax at the prescribed rate

on the amount of turnover after allowing the permissible deductions.

Scrutiny of records of 18! charge offices in eight® districts revealed that while .

assessing 36 cases of 34 dealers between June 1999 and September 2003, for

the different assessment years ending between March 1997 and March 2001,
the assess_ing authorities incorrectly determined turnover at Rs.573.69 crore
instead of Rs.605.62 crore due to non-inclusion of sale value of irregularly
exempfed goods, transactions of pre/post assessment period etc. in the
turnover. This resulted in short determination of turnover of sales of Rs.31.93
crore with consequent short levy of tax including surcharge and additional

surcharge of Rs.2.95 crore.

- A few instances are given as under:

, . , (Rupees in lakh)
Name of the Peried of - Nature of irregularities Turnever Turnover Turnover | Short levy of
Charge’ assessment/ determinable | determined short tax (including
No. of dealers month of determined Se & Asc)
assessment ' - .
Corporate March 2000 | Short determination of 8,610.15 8,003.57 606.58 35.13
Division- IT " June 2002 | turnover of sales due to : '
1 allowance of exemption
for ransactions pertaining
to pre-assessment period
Durgapur March 2001 | Non-inclusion of sale 2,302.25 1,965.06 337.19 33.72
1 June 2003 | value of tender form, :
‘ N scrap and stores :
Naren Dutta March 2000 | Short determination of 2,584.69 2,370.55 214.14 29.55
Sarani June 2002 | turnover of sales due to
1 excess allowance  of
: "| export sale : L 3
" Park Street | March 2000 | Short determination of 609.35 34341 265.94 36.70
1 June 2002 | turnover of sales due to -
non-inclusion of sale
value of irregularly
exempted transactions

! Asansol, Barrackpore, Berhampore, Behala, Burdwan, Budge Budge, Corporate Division- II & III,
Darjeeling, Diamond Harbour, Durgapur, Naren Dutta Sarani, Park Street, Postabazar, Salt Lake,
Salkia, Serampore and Siliguri

2 Burdwan, Darjeeling, Howrah,
Parganas

Hooghly, Kolkéta, Murshidabad, North 24 Parganas and South 24

16
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After thrs was pomted out between May 2002 and August 2004, the
Department admrtted andit observat1ons in 17 cases mvolvrng Rs.1.54 crore.
Of these, 10 cases had. been/were bemg proposed to the higher/appellate
‘authorrty for revision and in two cases notices for review had been sent to the -
‘dealer. In 19 cases 1nvolv1ng Rs.1.41-crore the Depar“tment did not fu1nrsh

reply/specnﬁc reply

The cases were reported to Government between July 2002 and October 2004
followed by reminders issued upto June 2005; their reply has not been _
" received (October 2005). ' o

Under the WBST Act and the Rules made thereunder, in determining the
taxable turnover of a dealer, a deduction on account of tax collected by him is
“allowable from the aggregate of sales trlrnover in accordance with the
prescribed formula. The Commissioner, Commercial Taxes, West Bengal,
_ relteratmg the provisions in a circular of December 1998, mstructed all the
.assessrng offlcers to restmct the deductlon to the amount of sales tax collected '

by the dealers and included in the turnover. -

Scrutiny of :records of 24* charge offices in nine4b districts revealed that while
~ assessing 48 cases of 46 dealers between June 2000 and March 2004 for the
different assessment years ending between March 1992 and March 2002, the
=assessmg officers allowed deductron -of Rs.59.42 crore against the1r actual
' collection of tax of le 36.92-crore.’ The excess allowance of deductron of
: 'Rs 22.50. crore 1esulted in short levy of tax of Rs280 crore including.

surchar ge and additional surcharge

 After this was pointed out, the_Depaﬂrnent_.iaccepted between January 2003
~ and November 2004 audit observations, in‘29; cases involving Rs.42.72 lakh of
which 14 cases‘had been/were being proposed to the higher/appellate authority

_ * Amratala, Asansol, Ballygunge, Barrackpore, Bchaghata, B‘erhampore Behala, Bhowanipore, Budge
" Budge, Chinabazar, Corporate Division- I, Il & 1II, Darjeeling, Jorasanko, Manoharkatra, Naren Dutta
Sarani, Park Street, Raiganj, Salt Lake, Scrampore Shibpur, Slhgun and Ultadanga

- % Burdwan, Darjeeling, Hooghly Howrah Kolkata, Murshldabad North 24 Parganas South 24 Pa.rganas
and Uttar Dinajpur. .
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for 1ev131on/re opening and one case was referred to certlﬁcate officer for |
realisation. In 11 cases 1nvolv1ng Rs. 90.21 lakh the Department did not
furnish reply/specific reply. In the remaining eight cases involving Rs.1.47
crore, the 'Depaitment stated that deduction allowed as gross turnover was
inclusive of all taxes. The reply was not tenable'as the assessing authority in
»those cases had allowed a deduction of Rs.20.78 crore against actual collectlon‘
of Rs.8. 12 crore 1esult1ng in excess allowance of deductlon of Rs.12.66 crore

involving a tax effect of Rs.1.47 crore.

All the cases were reported to Government between March 2003 and January
2005 followed by reminders 1ssued upto June 2005 their reply has not been
rece1ved (October 2005) ‘ ‘

Under the Central Sales Tax Act, 1‘9‘56 and the Rules made thereunder, a
- dealer claiming exemption from his turnover on account of transfer of goods
outside the state otherwise than by way of sale,- is liable to furnish declarations
in Form ‘F duly filled in and signed by the P,rincipal_Officer or his agent of
vthe other place of business as a proof of transfer along with evidence of
despatch. A single such declaration is required to. cover transfer of goods
effected during the period of one calendar month. Otherwise, such transfer of

goods is liable to be taxed at the normal rate.

Scrutiny of records of seven’ charge offices in four® districts revealed between
August 2003 and November 2004 that while assessing 12 cases of 12 dealers
between May 2002 and April 2004, for the different assessment years ending
between March 2000 and March 2002, the- assessing authorities allowed
-dealers’ claim of stock transfer of goods to their branches outside the State for
Rs.44.93 crore on the basis of declarations in form ‘F. Scrutiny of statement
of declarations disclosed that out of this claim, an amount of Rs.2.99 crore was

not admissible as the transactions were either found to have been made to non-

3 Ballygun_; Burdwan, Corporate Division- IT, Esplanade, Park Street, Salt Lake, Siliguri.
® Burdwan, Darjeehng Kolkata and North 24 Parganas. - )
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~ existent dealers or were not supported'-by ‘F’ forms or individual ‘F’ form
covered transactrons beyond one calendar month Inco1rect allowance of
~exempt10n of such stock transfer resulted mn underassessment of tax of

~"Rs.20. 57 lakh mcludmg surcharge and add1t10nal surcharge

o 'After th1s was pomted 0ut the Department admitted between December 2003
'V"and December 2004 audrt observatrons in seven cases. involving Rs 10 64 lakh
" of which i 1n one case the amount has been recovered whrle four cases “had been

proposed.- for revision/suo- motu revision to the concerned authorities. The )

N Department did not furnrsh spe01f1c reply in ﬁve cases mvolvrng Rs. 9 93 lakh.

All the cases were reported to- Government between ]February 2004 and

January 2005 followed by remmders 1ssued upto lune 2005 therr 1ep1y ‘has not
been received (October 2005) ' ' )

 Under the ' WBST Act and. the Rules;made thereunder, a dealer is eligible for-
: ~concessional rate of tax for sales -of. goods to _registered 'res_elle_rs and-

" manufacturing dealers if 'suc":h sales are su'pporte'd rbyfprescri'bed declaration
V,forms furnished by purchasing 'dealers | Further, intra state as well as inter-
“state sales of ‘goods to Government Departments are also ex1g1ble to tax at the

concessronal rate sub_nect to productron of prescrrbed certlﬁcate from the §

pu1chasmg Government Depamments e

i Scrutrny of records of 127 charge ofﬁces in ﬁve drstrrcts revealed between -
iAugust 2002 and December 2004 that while’ assessrng 18 cases of 15 dealers
Vbetween June 2001 and ]une 2003 for the dlfferent assessment years ending

“between March 1996 and March 2001 the assessmg authorrtres incorrectly -

.. Jevied ta):(.zon saleoof'Rs.8.57 crore at concessional rate instead of prescribed . R

rate as the sales were. either not supported by requisite declaration -
. 7forms/statements/certificates or. were made to “unregistered dealers/non-

- Government organisations. Besides, statement of sales for concessional rate -

Ahpur, Asansol Ballygunj, Barrackpore, Behala, Corporate Division- II and IH, Durgapur
_ Lalbazar, Lyons Range, Shibpur and Ultadanga -
) 8 " Burdwan, Howrah Kolkata, North 24 Parganas and South 24 Parganas
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~of tax included sales preceding the date of pufchase order/the period of

‘ assessment Allowance of such incorrect concessmn resulted in short levy of

tax of Rs. 37 37 lakh as tabled below:

Period/Dateof - "-| No. of Nature of observation . Excess Tax effect
assessment dealers/ allowance - (Rupees in
© cases (Rupees in lakh)
. crore)
"Between March 1996 { - 11/14 -| Sales valued at Rs.68.01 crore were 5.85 27.87
and March 2001 _ allowed as sales to registered dealers
Between June 2001 | out of which an amount of Rs.5.85
and June 2003 crore was not supported by declaration
forms/statements/certificates '
March 2001 S22 Sales valued at Rs.2.75 crore were 2.34 7.14
- January 2003 - |7 allowed as 'sales. to Government :
o Department out of which Rs.2.34 crore
were sales to - non—_GoVérnn’ient ’
organisations ,
March 2000 212 Sales valued at Rs.32. 65 crore out of 0.38 2.36
June 2002 which Rs.38.48 lakh relates to the
- ‘ period preceding the dates of purchase
order/penod of assessment
Total: 15/18 8.57 37.37

After this was pointed out, the Department accepted between August 2002 and
-December 2004 audit observations in six cases involving Rs.10.98 lakh of
which three cases invo_lving Rs.2.62 lakh had been/were being proposed to the
higher/appellate authority for revision and in one case revised demand notice

~ was issued. The Department did not furnish reply/specific reply in 12 cases
involving Rs.26.39 lakh.

All the cases wert reported tQ ‘Government between December 2002 and

January 2005 followed by reminders issued upto June 2005; their reply has not
been received (October 2005 ).

Under the WBST Act, if a dealer has concealed any turnover or furnished
incorrect paftic’ulars thereof with an intention to reduce the amount of tax
-' payable by him, the Comlnissio_ner 6fCC_mnierci'al Taxes (CCT) may impose
~ by Way of penalty a sum which shall not be less than one and a half times and

not more than thrice the amount of tax that would have been avoided by him.
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~ According tothe inst'ructio‘ns (June 19921) of the CCT West Bengal where the
- assessrng offrcer d1d not mrttate penal proceedmgs in a case, he should record

the reasons for not domg so in the assessment order.

| Scrutmy of records of ll9 charge ofﬁces in ﬁve10 districts revealed that while
assessing 2 ”8 cases of 27 dealers between January. 2000 and December 2003,
for varrous assessment perrods endmg between June 1993 and March 2001,

| -the assessmg authorrtres observed that the dealers had e1ther concealed

: sales/purchases or made claim for exemption on stock transfer to non-existent

_. dealers aggregating Rs 17 23 crore Though the assessmg authorities levied
ftax on the concealed/fake transact1ons they did not levy/ short 1ev1ed minimum

penalty of Rs 1 77 crore.

After th1s was p01nted out the Department accepted between August 2003 and
January 2005 aud1t observatrons n. 10 cases 1nvolv1ng Rs. 24 79 lakh. Of )
these, penalty of Rs.5.15 lakh i in two. cases had been/was being proposed to the
hrgher/appellate authority for revision and in another case fresh demand of |
Rs.6.64 lakh had been raiSed - The Department did not fumi‘sh reply/specific
~ reply in three cases mvolvmg Rs.30:25 lakh. In 15 cases mvolvrng Rs.1.22
. Crore, the Department stated that imposition of penalty was d1scret10nary, as
“such it was not levied. The reply was not tenable as the assessing authority

" stated exphc1tly in the assessment order that the dealer had suppressed sale.

- Though the assessmg authonty levied tax for such suppressron no penalty was

~levied. No reason fornon—nnp051t10n of penalty was stated in the assessment

- order as requlred as per. the CCT'’s instruction. As such penalty was levrable :

The cases were reported to Government between’ September 2003 and Jlanuary -

2005 followed by reminders issued upto June 2005; therr“reply has not been
‘received (October 2005). | | |

_ Under the p,rovis'ionsl of the WBST Act, if a dealer, liable to pay tax for any

“sale of ‘goods, collects any amount in .e'xcess of the amount of tax

‘ Ballygun_] Barrackporc Behala Bhowampore Budge Budge Corporate D1v1s1on- I and 0, Salt”
Lake, Serampore, Sealdah and Shlbpur

Hooghly, Howrah, Kolkata, North 24 Parganas and South .,24 Parganas
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~ payable by him for suchr sale, he isA'rrequired to deposit_ such.excess collected
tax intoj Govemment >A‘clcount,‘withln 30 days from the. date of collection-
under‘intilnatlon to the | CCT. ;for , arranging refund to the purchaser on
aplplication and submission of relevant docunlents; |

7 _Scrutmy of records of four charge -ofﬁces m Kolkata revealed that . eight

7- | dealers in elght cases for varlous perlods rangmg between March 1999 and

7 March 2001 collected tax of Rs.5. 97 crore agamst tax payable of Rs.5. 40 crore
‘resultmg in excess collectlon of tax of Rs 57 lakh wh1ch was to be depos1ted

into Government account lnstead whlle assessmg between May 2001 and |

June 2003, the assessmg author1t1es allowed the dealers to adjust the excess :

| .'collected tax agamst the1r assessed tax dueés. -This resulted in allowance of

undue benef1t of Rs 57 lakh to the dealers

| After this was pomted out between February 2003 and July 2004 the

Department accepted audit observations between May 2003 and August 2004 |
. in-three cases. mvolvmg Rs.3.21 lakh of which two cases were proposed to the ’
higher/appellate authorities for revision. In three cases involving Rs.5.71 lakh

" - the Department stated that the dealer had depos1ted the cxcess collected tax
- . and in‘remaining two-cases 1nyolv1ng Rs.48.08: lakh-, the Department stated

B that late.sanCtion'of ehgibilityv certificate had.caused exc_ess collection of tax.
The reply was not tenable as the concerned dealers did not deposit excess
collected tax into the Government account. lnstead,_ the same was adjusted

- against asse_ssed_-tax dues of the dealers.

" All the cases were Teported to Government between October 2003 and J anuary - -

2005 followed by reminders issued upto June 2005; their reply has not been
received (October 2005). |

) Under the WBST Act, rate of tax depends on nature of sales and also on the :

nature of goods/commodities sold.

1 Béliaghata and Corporatevljivision-’ LOandID - - - - =
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Chapter II : Sales Tax

Scrutrny of records of 1812 charge offrces 1n e1ght d1str1cts' revealed that
] wh1le assessmg 31 cases of 30 dealers between December 1999 and-
. September 2003 for the drfferent assessment years endmg between March
i 1998 and March 2002 there was short levy of tax of Rs 1.08 crore: mclus1ve of

' surcharge and addrtronal surcharge due to apphcat1on of incorrect rate of tax.

: AAfter th1s was pomted out the Department accepted between February 2003
.‘ and November 2004 aud1t observatlons in 13 cases 1nvolvmg Rs.10.71 lakh of
:whrch s1x cases had been/were bemg proposed to the hrgher/appellate
- authorrty for rev181on in one case ﬁesh demand notice was issued and in three
i'cases notice had been/was bemg sent to the dealers for suo motu review. In /

i ~ one case involving ]Rs 0 94 lakh the Department stated that sale of ‘adhesive’

. was wr1tten 1n the assessrnent order in place of chemlcal’ by mlstake The

reply is not tenable as the supportrve documents ]ustlfy the commodities to be
- adhesrve ln the remammg 17 cases (Rs 96 09 lakh) the ]Department did not
| Afurnrsh reply/spec1ﬁc reply

: "l‘he cases were reported to Government between March 2003 and November

- - 2004 followed by remmders 1ssued upto lune 2005 thelr reply has not been

_ :recerved (October 2005)

- 'rUnder the WBST Act ‘a dealer is hable to pay tax on ‘the bas1s of self—

: : assessment at the t1me of furmshmg returns of his sales The amount of tax SO

s 'f'pard 18 ad]usted against’ the tax assessed at the t1me of ﬁnal assessment

Scrutmy of records of Asansol charge ofﬁce in the district of Burdwan

“revealed that 1n assessmg two cases of two dealers between March and May e

2003, for the assessment years endmg Vbetween March 2001 and March 2002,

12 Alipur, Asansol, Ballygunj, Barrackpore, Behala, Belgachia, Bhowanipore, Burdwan, . Chandni
Chawk, Corporate Division- IH, Durgapur, Faxrly Place, Postabazar, Prmccp ‘Street, Purulia, Shibpur,

. Siliguri and Suri

- 13 Birbhum, Burdwan DarJeelmg Howrah Kolkata, Noxth 24 Parganas Purulia and South 24
Parganas . . S
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- _’ Audit Report (Revenue Receipts)for- the year ended 31 March 2005

the assessing of_ﬁcers allowed credit of Rs.2.89 crore instead of Rs.2.71 crore
as per tax payment challans. This resulted in allowance of excess credit of

Rs.17.50 lakh with coﬁsequent short realisation of tax by identical amount.

~After this was pointed out between May 2003 and August 2004, the
Department admitted the audit obsei’vations and stated in one case involving

Rs.17 lakh, that revision proposal would be sent to the higher authority.”

The cases Wcre reported to Government between July 2003 and October 2004

followed by reminders issued upto June 2005; their 1'eply has not been

received (October 2005).

Under the provision of the WBST Act, the assessing authority shall serve a
notice of demand in the prescribed form to the dealer after final assessment
showing the amount of demand for téx, intefesf, penalty etc. and specifying v

the date of payment therein.

Scrutiny of records of four™* vcharge- offices in three' districts revealed that

“while assessing six cases of four dealers between April 2002 and December :
2003, for different assessment periods ending between Marqh 1994 and March
2001, the assessing authorities assessed tax ihcluding interest and penalty at
* Rs.33.78 lakh whereas demand notices were issued only for Rs.12.18 lakh.
This resulted in short raising of demz_ind of Rs.21.60 lakh.

After this was pbinted out, the Department admitted between May 2003 and
August 2004 audit observations in five cases and stated that fresh/revised
demand would be issued. In the remaining case the Department did not

| furnish specific reply.

** Alipur, Amratala, Bankura and Behala -~ -
15 Bankura, Kolkata and South 24 Parganas
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Chapter I : Sales Tax .

‘'The cases were reported to Govemment between March and- September 2004
followed by remmders 1ssued upto June 2005 thexr reply has not been

‘received (October 2005)
I

Under the WBST Act, tax, surcharge and additional surcharge are to be levied
- at the rate-applicable from time to time along with interest and »penalty, if any,

* on the goods/commodities sold.

Scrutiny of records. of four'® chat'ge.ofﬁces in three'’ districts revealed short .
_‘vlevy of tax .includinglsurcharge' and additional surcharge, interest and penalty
- .of Rs.10.58 lakh due to vmistake- in.computation in four cases of four dealers
- for the assessment year_s -1999-2000_@.-.2000-01 assessed between'June‘ZOOlg ,

- and November 2002. |

After this was pointed_out between August 2002 and February 2004, ther
‘Depaltme'nt accepted between Septernber_ 20()2 and ]February_' 2004 audit .
observation in one case involving Rs.0. 62 lakh and stated that proposal for suo
motu rev1s1on had been sent to the higher authorlty In three cases involving

Rs.9.96 lakh the ]Department d1d not furnish any spe01f1c reply

The cases were reported to Government between December 2002 and April
2004 followed by rermnders 1ssued upto June 2005; their reply has not been
. received (October 2005)

Under the ‘W]BST Act a rnanufacturer dealer is liable to pay pulchase tax at -
. the rate of four per cent on all his purchases of goods from unregistered
dealers, intended for direct use in manufacture of goods for sale in West

‘Bengal.

Scrutmy of records of nme charge ofﬁces in six"® districts_revealed that in

h assessmg 13 cases of 13 dealers between June 1999 and June 2003,- the

L8 Alipur, Barrackpur Salt Lake and Slhgun

17 Darjeeling, North 24 Parganas and South 24 Parganas
'8 Asansol, Barrackpore, Behala, Chandney Chowk, Collotola, Coss1pore Lalbazar, Ralgan_] and thgun .
' Burdwan, Dar]eehng, Kolkata, North 24 Parganas South 24 Parganas and Uttar Dinajpur




- Audit Report (Revenue Rec_eipts ) for the year ended 31 March 2005

assessing . author1t1es mcorrectly allowed exemptlon on purchases worth
Rs.10.99 crore for the different assessment years endmg between March 1997
and March 2002. Of these, in 12 cases purchases valued at Rs.10.75 crore
were made from unregistered dealers.” However, no-purchase tax was levied.
In one case purchase tax ‘was levied at the rate of one per cent instead of four
. “per.cent on the purchase of Rs;23.73* lakh made t”rom unregistered dealer.
This resulted in non/short'lev‘y'of purchase tax of Rs.37.46 lakh. -

A_fter this was pointed out, the Department admitted between August 2003 and-
- -January 2005 audit observations in six cases involving Rs.26.59 lakh of which
five cases had been/were being proposed to the higher/appellate authorities for
revision. In remaining seven cases involving Rs.10.87 lakh, the Department
did not furnish specific reply.

The matter was reported - to Government ‘between September 2003 and
December 2004 followed by reminders issued upto June 2005; their reply has
“not been 're_c'eived'(October' 2005).. ‘ | | '

‘import replenishment (REP) licence, special import licence (SIL) and duty
" entitlement 'pass book (DEPB) which are granted by -the Chief Controller of
Impofts and Exports can be transferred by way of sale without endorsement by
the licensing authority and are goods taxable unde1 the WBST Act, at the rates

_preser 1bed from time to time

: Scrutmyof records of three® charge‘ offices in the districts of Kolkata and '
Darjeeling revealed that_ while,_assessingf.‘four cases of three dealer's between |
June 1999'and June 2002, the assessing authorities did not include their sales

N of REP hcence/SIL/DE]PB aggregating ]Rs 6. 07 crore in the gross turnover for .

.4 the purpose of assessment Th1s resulted 1n non- levy of tax including -

surcharge and add1t10na1 surcharge of Rs.10. 04 lakh

0 Bhowanipur,iSiliguri'arid Taitala )
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e -ChapterII : Sales Tax - -

, After thls was pomted out the Department admltted between lanuary 2000 ;

and May 2004 audit observat1ons in all the cases of whrch two cases had been :

j_proposed to the hlgher authorrty for suo motu rev1sron and in another case":f' '

B fresh demand had been sent to Tax Recovery Offlcer for reahsatlon

" The cases ‘were reported to" the’ Government between Apr1l 2000 ‘and

' ;:December 2003 followed by rermnders 1ssued upto June 2005; then reply has =

. not been recerved (October 2005).

Under the WlBS’JI‘ Act a dealer hable to pay sales tax is also hable to pay
| :surcharge at the rate of 10 per cent on the total amount of sales tax payable by

‘f~h1m w1th effect from 1 May 1995 Moreover a dealer liable to pay surcharge,

Y is also l1able to pay add1t10nal surcharge at the rate of five per cent on the total

.amount of tax payable by him w1th effect from 1 May 1997. These stand
.,-abohshed w1th effect from Apl'll 2000 o _' L -

. Scrutmy of records of seven charge ofﬁces in: four districts revealed .

between January 2003 and October 2004 that in assessmg 12 cases of nine -

”dealers between December 1999 and AI-"rll 2004 for the assessment yearsi

o .f endmg between June- 1995 and March 2000 the assessmg authorrtres either

~ did not Ievy or short lev1ed surcharge and additional surcharge although tax of "

- ths 8338 ‘lakh .was -'levied. - This -resulted - in non/short levy of '

surcharge/addltlonal surcharge of RS, 9.69 lakh

- After this was-pointed out, the Department accepted between February 2003
-and December 2004 audit observatlons in nine cases of Wthh five cases had
been proposed to the h1gher/appellate authorrtles for revision. In remarnmg "

, three cases 1nvolv1ng Rs 1 14 lakh the Department d1d not furnish specific i

: Vreply

2 Amratala, Asansol, Barrackpur, Behala Jorasanko Postabazar and Taltala
2 Burdwan, Kolkata, North 24 Pa:ganas and South 24 Parganas s
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. Audit Report (Revenue Receipts) for the.year ended 31 Mafch 2005

~ All the cases were réported to ‘GO\"emment ‘between . March 2003 and

December 2004 followed by renlindgré issued upto June 2005; their reply has

not been received (October 2005).

Under the WBST Act, any transfer of property in goods for valuable
consideration involved in the executioh of works contract shall be deemed to
be a sale of these goods by the person making such transfer attracting levy of

tax at the prescribed rates on such Contractual Transfer Price (CTP).

Scrutiny of records of three® charge offices in thre'e:?4 districts revealed that in
assessing five cases of five dealers between March 2002 and June 2004, for |
~ different _assessmént year,s ending between Mzirch 2001 and March 2002, the
- assessing aﬁthorities determined CTP at Rs.10.64 crore instead of Rs.13.64
crore due to less inclusion of ,valﬁe of taxable materials involvéd .in the
execution of works contract. Thisv,re‘sulte‘d in short determination of CTP by

Rs.3 crore having a tax effect of Rs.53.45 lakh.

After this was pointed out bctw‘een April and September 2004, the Department
admitted the audit observation in one case and fresh demand had been issued. -

" In four cases the Department did not furnish specific reply.

The cases were reported to Government between July and October 2004
followed by reminders issued upto June 2005; their reply has not been

:1'eceive'd (October 2005).

Under the WBST Act, a dealer who furnishes fetum in respect of any period
by the prescribed date or ‘thereafter but fails to: make full payment of tax
payable in respect of such period by such prescribed date or fails to furnish a

return in respect of any period 'by the prescribed. date or thereafter before

B Behala, Raiganj and Siliguri, . .
% Darjeeling, South 24 Parganas and Uttar Dinajpur
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Chapter I : Sales Tax

assessment in respect of such peridd and on ‘such assess'ment. full amount of .
tax’ payable for such period is founii not to have been paid by him by such
prescribed date or fails to - make payment of any tax demanded after
_ assessmeni by the date specified in the demand notice, is liable to pay siirnple
interest at the pr escribed rate for each calendar month of default

1% districts revealed between

Scrutlny of records of 32% charge offices in 1
May 2002 and December 2004 that while assessing/initiating certificate -
pioceedings between June 2000 and August 2004 of 142 dealers in 167 cases,
the assessing authorities dld not levy or short levied interest of Rs.13.15 crore
Jeviable - for delay in payment/non—payment of assessed/advance tax of

Rs.25.26 crore.

After this was pointed out, the Department- acceptedaudit observations in 120
cases involving Rs.8.12 crore of. which 43 cases were being/had been
‘proposed for revision/suo motu revision to the higher/appellate authorities and ;
in 58 cases fresh demand notices were raised/referred to Cemficate ‘
Officer/Tax Recoveiy Officer for reahsat1on ][n 46 cases 1nvolv1ng Rs. 4 87
crore, the Department did not furnish reply/specific 1eply In one case
1nvolv1ng Rs.16.04 lakh the Department stated that the dealer furnished return
in time and no interest was leviable. The reply was not tenable as non-
furnishiné'of returns was mentioned in the asses'_snlent order itself. Besides,
assessed dues of tax was also not paid by tbe dealer; as such the dealer was

liable to pay the interest.

All the cases were reported to Government between June 2002 and January
2005 followed by reminders issued upto June 2005; their. reply has not been
received (October 2005)

% Alipur, Amratala, Asansol, Bally, Ballygunj, Bankura, Barrackpore, Behala, Bhowanipore, Bowbazar,
Burdwan, Collotola, Corporate Division- I, II and III, Darjeeling, Diamond Harbour, Durgapur,
"Esplanade, Howrah, Maniktala, Park Street, Purulia, Raiganj, Rajakatra Salkia, Salt~-Lake
Scrampore Shyambazar, Siliguri, Suri and Taltala
* Bankura, Birbhum, Burdwan, Darjeeling, Hooghly, Howrah, Kolkata, North 24 Parganas, Puruha
South 24 Parganas and Uttar Dinajpur
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Test check of records of land revenue. in District Land and Land Reforms (DL

& LR) Offices cohducted in audit during the yéar 2004-05, revealed non/short
'-1eahsat10n of revenue amountmg 0 -Rs.22. 99 crore in 137 cases, which

- broadly fall under the followmg categones

- (Rupees in crore)

SL | .. . Categories B ~No.of | Amount

Ne. - o | “cases .
1 - | Non-levy/non-realisation' of damage fee, rent|. 13- 2.49 -

and salami due to. unauthorlzed occupat1on of |-
Government land. :

2| Non-settlement ofland. B 25 ~8.95

3 | Non-levy and non-realisation of rent and salarm 6 | 475
"4 | Blockage/loss of revenue due to non-leasing of |- 20 ' 1.24 -
| -7 | sairati interest .- .. L . e , '
-5 | Other cases ' s ' 73| 5.56
= - Total . -~ - - - 137 _22.99

‘During the course of the year. 2004—05; the concerned De_:paftment accépted .
underaséessment etc. of R, 10.37 crore involved in 98 cases of :whigh 68 cases
involving Rs. 9 45 crore had been pointed out in audit during thé year 2004-05.
_and the rest in earlier years. An amount of Rs.6.64 lakh was' realised at the

1nstance of aud1t

A few 111ust1at1ve cases mvolvmg Rs.65.52 lakh hlghhghtmg unportant

: observatlons are given in the followmg paragraphs
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Audit Report (Revenue Receipts) for the year ended 31 March 2005

Under the provision of the West Bengal Land and Land Reforms (WBL &

- LR) Manual, 1991, if the Government land 1'_f;mained in possession of
person/persons without any lease, such persons may be offered long term A
settlement for non‘-agricultural purposes on realisation of rent payable at four
per cent of market vaiue of the landrand salami at 10 timés of the annual rent.
In: case-of application for lease, the same is to be finalized ordinarily within

five months from the date of application.

Scrutiny of rec'gr’ds of three' DL & LR Offices revealed that in four cases two
persons,‘ two schools and one educational society had been uhauthon'sedly
occupying 37.63 acres of non-agricultural land in§olvmg market value of
Rs.37.99 lakh for residential and educational purposes from different dates
between 1998 and 2001. The occupiers applied fbr long term settlement of
those lands betWeen.January 2001 and August 2002. The concerned Block
Land and Land Reforms (BLA& LR) Offices initiated action for settlement
between May 2002 and July 2003 but the cases were not settled by the Land
~ and Land Reforms (L & LR) Department.‘ Thus .noﬁ—settlement of land within
the prescribed period of five months resulted in blockage of revenue of
Rs.22.24 lakh in the shape of rent and salami for the periods varying between
1999 and 2004, |

Aftér this was pointed out, the district authorities' statéd between Séptember
2003 and September 2004 that the matter would be taken up for finalisation of

the cases.

Government to whom the cases were reported, stated in July 2005 that the
mattei' would be reviewed. However, report on final action taken has not been

received (October 2005).

As per prdvisions of the Cess Act, 1880, read wifh the West Bengal‘]Primary.
Education Act, 1973, road cess, public works cess and education cess are A

leviable and realisable on land rent payable by the raiyats. By an order issued

! Darjeeling, Jalpaiguri and Murshidabad. .
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Chapter I : Land R;evenue»

in November 2003 raiya‘t's'» exerr,ipted" from paymeht_ of land rent are liable to
pay all the above cesses’ at the rate of 41 paise per rupee of rent with effect
from 1408. BS® (2001-02). The Bhumi Sahayaks posted in the Revenue

‘Inspectors Office under-the BL & LR _Ofﬁce are responsible for collection of

cesses.

Scrutihy ‘of records of six* DL & LR offices revealed that a total area of 1.24

" lakh acres,_ of vested land under 42 BL &LR Offices was distributed among

landless persons on raiyati basis for which pattas were given. They were

~ liable to pay cesses of Rs. 16.48 lakh for the period between 2001-02 and

2003-04 agamst Wthh ‘only Rs.0. 03 lakh was pald No action was taken to

" realise the ‘balance amount. Thls resulted in non reahsatlon of cesses of

Rs.16.45 lakh.

After this was pointed out, the District authorities admitted the audit

~ observation and stated between December 2001 ‘and September 2004 that .

" Bhumi Sahayaks had beerl directed to recover the ‘ces,s‘es.

‘Government to whom the cases were reported agreed to review the position
-and stated in July 2005 that the final outcome would be intimated to audlt

Reponz on the final outcome has not been rece1ved (October 2005)

‘Under the prdvisioﬁnof ‘the WBL & LR Manual, rent is payable yearly

accOrding-tO' the Bengali year which falls due on the last day of the year in -

respect of which it is paid. In case of default in payment of rent, the lessee is

- bound to pay, in addition to the arrear of rent interest at the rate of 6.25 .

" per cent per annum on the amount of the rent in arrear. In ‘case of non- -

-payment of rent and interest the same are realisable as public demand by

- _certificate proceedings under the Bengal Public Demand Recovery Act, 1913.

* Scrutiny of records of two® DL & LR offices revealed that annual lease rent of

Rs.10.47 1akh in two cases had not been paid by the lessees for different

‘Bengali years from 1407 BS to 1411 BS (2000-01 to 2004-05). No action was

N,
4

2 Road cess — 6 paise, Public Works cess — 25 paise, Education cess — 10 paise

: Bcngah Calendar Year commencing from 15 April to 14 April of the following year.
Bankura Hooghly, Jalpaiguri, Nadia, North 24 Parganas and Tamluk. .
> Darjeeling and Hooghly. .
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“Audit Report (Revenue Receipts) for the year ended 31 March 2005

. taken to i”et:oyer the same. Besides, interest of Rs.0.94 lakh though leviable
was not leviéd. Inaction on the part of the Department resulted in non-
realisation of rent of Rs.10.47 lakh and interest of Rs.0.94 lakh.

After this was -pointed out, the district authoritieé admitted the audit
observation and stated between Séptember 2003 and June 2004 that action

would be taken to realise the rent and: interest as pointed out by.audit.

Government to whom the cases were reported, stated in July 2005 that non--
payment of lease rent in one case would be reviewed and date of payment in

respect of other one would be intimated. Report on further action taken has

not been received (October 2005).

Under the provision of the WBL & LR Manual, Government non-agricultural
land may oﬁiinarily be settiéd on long term lease :basis for a period of 30
ye'zu's. Thellessee is, }iowever,- entitled to an option of succéssive renewal of
the lease for equal period. At the time of renewal of léase, rent shall be fixed
at four per cent of the current rnarkét value of the land for industrial or -
oornmercial purposes. "In case of residential purposes such rent shall be 15
times the annual rent previously payablo or four per cent of the market value

of the land at the time of renewal of the lease, whichever is less.

Scrutiny of records of DL, & LR officé, Murshidabad revealed that the period
.of the lease of 4.72 acres of land in favour of Food Corporation of India (FCT)-
at Berhampore expired in August 2001. .But the Department on renewal of
lease in May 2003 assessed the annual rent at Rs.2.97 lakh as a case of
. -setflement for residential purposes. - As FCI is a commercial organisation, the
. annual rent was.required to be assessed -at Rs.10.09 lakh ie. four per cent of
“the market value of land of Rs.2.52 crore. Thus, incorrect determination of
annual rent at the time of renewal of the long term lease led to short realisation

of revenue of Rs.21.36 lakh for the period from 2001-02 to 2003-04.

The case was pointed out to the Department between September 2003 and
June 2004 and to the Government in July 2005. No specific reply has been
received (October 2005). | . '

34



llnder the prOV151ons :of the WBL & LR Manual, in the clase of rtransfer of land

jof the State Government to. Central Government departments compensatron -

would have to ‘be paid to the State Government wh1ch would ordmarlly be the
' ‘market value of the land and caprtahzed value of the land revenue assessable'-' ’
' 'thereon The cap1tahsed value 18 to be deterrrnned one time. at 25 trrnes of the .

' 'annual 1ent

”Scrutmy of records of the DL & lLlR Offlce Murshrdabad revealed that the.
'Borde1 Securrty Force (BSF) apphed for transfer -of 3 5° acres of non- -
agncultural land for constmctlon of: bordeér outpost thereon m January 2002 -

7 though the land in questlon was in thelr possessmn since - 1991 BSF authortty

' g repeatedly requested for transfer of the sa1d land but the sarne has not - been

transferred tlll date. There was noth1ng on record to 1nd1cate that the case forT R

: transfe1 of the land was 1n1t1ated by the dlstrlct authont1es The lackarda1s1cal -

. Chapter II1 .'L Land Revenue

attltude of the. district authonty resulted m non assessment and non—reahsatlon‘ , '

of market value and cap1tal1zed value of the land of Rs. 9.26 lakh In add1t10n

» ,1t has also resulted in operatlonal problerns for BS]F

rlAfter this was pomted out, the d1str1ct authonty stated in September 2004 that

the rnatter was under process

'Government to whom the case was reported agreed m. July 2005 to look 1nto o
ithe mattér for early dlsposal Report on ﬁnal drsposal has not been 1ece1ved .
j(October 2005) ' ' ' '

Under the WBL&LR l\/lanual salratz mterests vested in the State are to be
"settled on lease terms on reallsat1on of annual lease tent. The Board of
" Revenue (BOR), however, directed in March 1979 that sairati 1ntérests should -

.be handed over to the Panchayat institutions forrrnanagernent and control by

% Derived-from the word sair. The dut1es which the owner of Hat, Bazar Markets Fernes Fisheries etc.
“used to levy on-commodities sold or benefits derived in those places' were des1gnated as Sair collections.
- Such ‘Hats, Fernes Fisheries etc are known as sairati mterests s
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Audit Report (Revenue Receipts) for the j)ear ended 31 March 2005

-~ them. The Divisional Commissionef, Jalpaiguri Division directed the district
authorities in January 2003 to resume the water bodies covering more than
five acres of area for settlement on annual lease rent basis at minimum rate of

rent Rs.4,0477per~ acre

~ Scrutiny of records of the DL & LR Office, Cooch Behar revealed that the |
district auihority failed to resume 14 water bodies covering 173.94 acres of

| water areas from thé lsarichayats for settlement théugh each water body was

‘more fhan ﬁve' aéres of‘ area.. rThis led to loss of revenue of Rs.7.04 lakh

during 2003-04.

After this was pointed out, the Department stated i June 2004 that the matter

' had been taken up with the concerned authorlty for resumption of the water

~ areas.

Government to, whom the case was reported, agreed in July 2005 to look into
the matter. However, report on further action taken has not been received

(October 2005):.

27 Annual rent @ Rs.10,000 per hccim/ehence annual rent per acre Rs 10 000 + 2. 47105 = Rs.4047,
(one hccm# 2. 47105 acrc) ] ‘
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Test check of records of .st'ate excise revenue. conducted in audit during the
, Vyear 2004405 revealed noh/short realisaticn'» of excise duty and other
1rregular1t1es amounting to. Rs. 26 64 crore in 67 cases, which broadly fall

' under the followmg categorres

(Rupees in crore)

SL. . L ‘ Categorﬁes. v, L - 2] Neo.of | Amount '-
“No. | . L . .. | cases | '
1. | Non/short levy of excise duty on chargeable 9 1.79
- wastage of RS/IMFL N - . : :
2. .| Non/short recovery of- pr1v1lege fee/addmonal 19 |- 0.68 -
fee/licence fee/transport pass fee etc. - - i
Non/short reahsatlon of estabhshment cost 14 - 0.32
4. 'Loss/blockage of revenue : 7' _ |10 017
' ‘Others I o 15 | 2368
| Total | 61 | 2664

o ]During " the -c’c)urse_f of the year‘_’ 2004-05, the: Department _accepted
~ underassessment etc. of Rs 62 34 crore involved in 38 cases ofﬁ which 33 cases
'»mvolvmg Rs 62.27 crore had been pomted out in audit durmg the year 2004-

V' ’05 and the rest in earher years

| A few ﬂlustratlve cases mvolvmg Rs 11 57 crore hlghhghtmg 1mp01“tant |

L -observatlons are glven in the followmg paragraphs -
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The Bengal Exc1se Act 1909 and the Rules made the1eunder p10v1de that in .
the case of import of Rectified Sp1r1t (RS)/Extra Neutral Alcohol(ENA)

underbond for potable/other purposes, -a hcensee 1s to. execute a bond in the

prescribed form which envisages that duty and fees at the prescribed rate are
“to be paid" on the-quant1ty‘ of ‘RS/ENA not rece1ved/rece1ved short at the ':

" destination with reference to the quantity despatChed from the exporting end.

Scrutmy of records of the Comrmss1oner of Exc1se Kolkata and Deputy

'Comrmss1oner of Excise (Spec1al) Kolkata revealed between February and
' August 2004 that Commissioner of Exc1se granted four import perrmts

“between Decembe1 1999 and Decembe1 2002 for 1mport of 7 lakh Bulk l_,ltres

B (BL) of RS undelbond from two dlstlllerres in Uttar Pradesh for potable and
other purposes to two hcensees one each of Kolkata and Darjeeling. Cross
- verification of records w1th those of Excrse Department of Uttar Pradesh in

B July 2005, however revealed that 4 70 lakh. BL of RS were actually
'despatched from the d1st111er1es of Uttar Pradesh between J anuary 2000 and
- December 2002 against which 1 84 lakh BlL of RS was shown as recerved at |

~ the bonded warehouses of the hcensees between January and April 2000

: ‘Bal_ance quant_rty of RS of 2.8_6 lakh BL was not 1ece:_1ved- at the destination. In -
.another. case of Hooghly,- it. was_ revealed in.' January 2004 that "the
N Commlssioner of Excise, West Bengal granted one import permit in April
2002 to one licensee to 1mport 2 lakh BL of ENA .underbond from Uttar
- Pradesh for manufacture of fore1gn 11quor agamst wh1ch 0.20 lakh BL of ENA 7'
‘was shown as rece1ved Balance quantrty of 1 8 lakh lBL was not recelved at A

the destmatron R

As per terms and conditioris of' the bond agreement, the licensees were liable
to pay duties of Rs.6. 70 crore on 2.86 lakh BL of RS and Rs. 4.32 crore on 1 8
lakh BL of ENA at the prevatlmg rates as detailed below:




1

" Chapter IV : State Excise

(Rupees in crore)

Name of the»~

No of

T Quantnty to- be‘

.~ Actual quantit'y; :

Import permit _ ‘ v "Shert | ~ Duty
granting authority - District - |~ licensees _'imported " despatched by - receipt | realisable at
’ . Excise . | “invelved " - (inlakh BL) - -_distilleries .-~ | (inlakh prevailing
involved " | Permits~ |’ - ¢ | Received atthe |’ BL) 1 rate.
L L : issned | L : - Distilleries - . .. - .
" Deputy " Kolkata . [.. 1 [ .7 500 | 270 ° :,2.70 1 6.35 -
Commissioner of | : 3 S N
- Excise (SplL), ' ' - I
~ Kolkata T S T P S . o
Commissioner of = | Darjeeling |~ 1 200 .- | - 200 | 0.16 - 0.35
Excise, West Bengal | < o1 S © o 1.84 , o
Commissioner of - Hooghly. 1. - 2.00-: - - NA o L8 © 432
Excise, West Bengal |~ o 1 | s T 02 S R
: - C Total f I . 1102

" ‘The excrse author1t1es however ne1ther ascertalned the- actual quantlty of',
: .,RS/ENA d1spatched from the exportlng state nor 1ssued demand not1ces for ’

| ;reahsatlon of duty

. After this was pomted out ]Deputy Comrmss1oner of Exc1se (Specral) stated in
, -]February 2004 that matter was bemg taken up w1th the concerned hcensees
“while Comnussroner of Ex01se West Bengal stated in Malch 2004 that action

~“would be taken after obtammg report from d1str1ct authorrtres

o The cases were 1eported to Government between May 2004 and October 2004 -
;followed by remlnders 1ssued up to June 2005 thelr reply has not been

x -recerved (October 2005)

| 7':Under the West Bengal Excrse Act 1909 and the Rules made thereunder an |
excise hcence in ]Form 28B is 1ssued for estabhshmg a pr 1vate warehouse for ,
_d,deposn and storage of rect1f1ed sp1r1t w1thout payment of duty and for the
; purpose of fu1ther rectrfrcatlon of such Spll‘lt and sale “of spnrt so 1ect1f1ed

- The sald Act and the Rules made thereunder prescrrbes the maxrmum limit" of ‘

i allowable wastage at two' per cent for re- d15t111at1on of sp1r1t ina pot stlll for '

‘ ff"’*rpurposes othér than’ fore1gn l1qu01 Wastage of sp1r1t in excess of two pei cent

: attracts duty at the hrghest 1ate 1ev1able on forergn 11quor wh1ch is payable»'

; 1mmed1ate1y afte1 completron of 1ed1st111atron ,'}__

- Scrutiny of 'reCOrds of '714 1icense'es' under the»Medi}ci’ne r&l"-Toilet 'Prep’arationi

(M & TP) (Excise Duties) Act, 1955, révéaled that the licensees held excise
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_licence in Form 28B for deposit and storage of rectiﬁed spirit. During 2000-
01 10 2003-04 those licensees redistilled 28,70,376 LPL of spirit in pot stills -
_ and, produced 27,82,128 LPL of special quality of spirit for the purpose of
‘ supply of Such spirit for manufacture of medicinal-and toilet preparations

; and/01 sale of spirit so rectified. A wastage of 57 408 LPL was admissible

‘ agalnst which 88,248 LPL of rect1f1ed sp1r1t was allowed during the process of
redistillation resulting 1n excess wastage of 30, 840 LPL. No demand was,
~ however, raised f01 such excess wastage Thls resulted in non—levy and non—

reahsatlon of excise duty of Rs.38.48 lakh.

The matter was reported to the Govemment between May 2004 and Januar y

- 2005 followed by remmdel 1ssued up to lune 2005 thelr reply has not been
received (October 2005)

Under the prov'isio‘ns of the West Bengal Excise (Foreign Liquor) Rules, 1998
the hcensee of a bonded fore1gn hqu01 warehouse shall pay a monthly fee in
cash equlvalent to monthly cost comp11smg average pay, compensatory
* allowances and contr1but1on towards leave salary and pens1on in respect of the
excise establishment deployed in the warehouse. Such monthly fee shall be |

~ paid within seven days after the expiry of the month to which the fee relate_s.

. Scrutiny of records in two district-excise offices! between November 2003 and
vSeptember 2004 revealed that hcensees of three bonded foreign liquor
warehouses d1d not pay rnonthly fee for different penods between June 2002
»and August 2004 within the prescnbed time. The district excise authority,
however; di‘d' .not take any action to realise the satne. This resulted in non-

. realisation of Rs.10.25 lakh towards establishment cost.

~ After this was pointed out, the Dlstrict Excise Officers stated between
November 2003 and Septembe1 2004 that action would be taken for realisation
of the dues. .

Government to whom the cases were reported between February and October
2004 stated in August 2005 that action was being taken to realise the

-outstanding amount of establishment cost in case of one bonded warehouse

! Collector of Excise, Kolkata. Superlntendent of Excise, Burdwan (West).
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Whereas'Rs 1.29 lakh has been realised at the in'étan‘c'e of audit in respect of

- other warehouse Report on realisation of 1ema1n1ng estabhshment cost has

- not been received (October 2005)

By a notification 1ssued['1n. :]F*ebruary' 2004, the State G0vernment introduced
| ~levy of application fee of Rs.10,000 and Rs.5, 000 for renewal of ]Foreign
Liquor (FL) Bond: and FL Trade licence respectrvely ﬁom Febr ua1y 2004.

Scrutmy of 1ecords of the Collector of Excise, Ko]kata relatmg to renewal of '

'FL. Bond hcehce and FL Tr_ade hcence for the ye_ar. 2004-05, revealed that the
-application fee was not realised from 35 ]FL Bond licensees and 56 FL Trade .
‘licensees. This resulted in non-realis"ation of 'application fee of ?Rs.6.30 lakh
‘After this Jw'a:s pointe;d out in August 2004, the Co]le'ctor‘ of fExeise; Kolkata
: stated in August 2004 that steps would be taken'for realisationf:of the same.
‘Government to whom the cases were reported in. Octobe1 2004 stated in
'.August 2005 that Rs. 405 lakh has been reahsed at the mstance of audit.

“‘Report on reahsatlon of _the balance amount has not been- received (October -
2005). . o | |
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 Test check of records relatlng to taxes on rnotor vehrcles conducted in audit
durmg the year 2004 05, revealed non/short 1eahsat1on of revenue amountmg

to Rs 3 19 crore in 85 cases wh1ch broadly fall under the followmg categ011es

(Rupees in crore)

:.SH.No. = ‘ ..-",ACategoriesif’»: v{ - No. of | "Amount
o Teee s e cases :
1. -Non/short.realisation' of tax fee;.ﬁne and penalty |- 38‘7' ' 2.15
- 'rémﬂ' ] s 3.19

: .Durmg the course of the year 2004 05 the concerned Department accepted

,vunderassessment etc. of Rs 3 12 crore mvolved in 111 cases of which 80 cases o

, ,mvolvmg Rs 2 96 crore had been pomted out 1n aud1t durmg the year 2004-05
. and the rest in earh_e1 years. ‘An‘arno_unt__, of Rs1075 lakh was realised at the

.instance of audit

A few ﬂlustrat1ve cases mvolvmg Rs 3.40 crore hrghhghtmg important -

. .observatlons are glven m the followmg paragraphs
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The West Bengal Motor Vehicles (WBMV) Tax Act, 1979 and the West
Bengal -Additional Tax and One Time Tax on-Motor Vehicles Act, 1989 as

amended in January 2003, prescribe the rate of taxes on motor vehicles -

according to their use, seating capacity and weight, as the case may be. As per
clarification of the Government of West Bengal, Trahsport Department issued

in December 1998 and August 1999, additional tax of 50 per cent of road tax

is leviable on articula'tedvehicles, breakdown vans, crane, dumper and tipper.

Both the Acts provide for levy of "penalty of- an émount-equal to tax and
additional tax in case of hon—payment'of such taxes beyond 75 days from the

due date of payment. -

Scrutiny of records of four' Regional Transpoft Offices (RTOs) and Public
Vehicles Department (PVD), Kolkata revealed that taxing officers did not levy
or short levied tax and additional tax due to non%imposition/incorrect
application of rate of tax and additional tax on 124 articulated vehicles, 18
cranes and 9727 different types of vehicles. No pénalty was also levied on
280° different types of vehicles for 'non—paymerllt of tax and additional tax
within the specified period. This resulted in non/short realisation of tax,

additional tax and penalty of Rs.2.25 crore.

~ After this was pointed out, four Taxing Officers, stafed bétween June 2002 and
July 2004 that demand notice would be/liad been issued after proper scrutiny
while the taxing officer of Burdwan did not furnish any specific reply.

Government to whom the cases were feported,stated between February and
March 2005 that Rs.1.93 lakh and Rs.0.77 lakh had been realised from the

owners of private cars and from the cars of private limited company

respectively while instruction to realise the tax, additional tax and penalty

! Burdwan, Durgapur, Siliguri and South 24 Parganas.
%.52 buses of companies, 528 private service vehicles, 2 Tankers, 10 Contract carriages, 56 Minibus,
15 Tourist buses, 211 Private cars, 6 Deluxe buses, 5 breakdown vans, 50 cars of private limited '
compames and 37 vehicles of motor training schools.

3 92 articulated vehicles, 7cranes, 2 tankers, 10 contract carriages, 56 mlmbuses 15 tourist buses,
6 deluxe buses, 5 breakdown vans, 50 cars of pnvate limited companies and 37 vehicles of motor
training schools.
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from other veh1cles had been issued to PVD, Kolkata Report on further

realisation has not been rece1ved (October 2005)

Under the WBMYV Rules, :198:9, as-amended in 2003, the owners of motor
vehicles are liable to pay. additional fee on transfer of ownership of their

- vehicles from December 16, 2003 at the rates prescribed therein.

© Test check of records of PVD, Kolkata revealed that the taxing officer had not
realised additional fee at the time of transfer of ownership of 3,645 vehicles
- between December 2003 and . March 2004. Th1s resulted in non- levy of
additional fee of Rs.57.51 la.kh

" After thls was pomted out, the taxing officer attributed the short levy to non- -
entry of the item in computer programme and stated in July 2005, that the item
had been included in the programme w.e.f. 29].03.04;; '

) The cases were reported to Governrnent in luly 2004 followed by rerrunders o

A issued up to l’ une 2005; the1r reply has not been rece1ved (October 2005)

Under the provisions of the WlBMV Tax Act, every:person who keepe in his

possessmn or control any ‘motor vehlcle as a dealer 1s. requlred to pay tax on'

such motor veh1cle at the prescr1bed rate at the time of first reglstratlon of the
' vehlcle whether or not the veh1cle is dr1ven in any pubhc place. Government
 of West Bengal by notlﬁcatlon in August 2003 enhanced the dealer s tax for

~

various categones of veh1cles

 Test check of records of three4 RTOs and PVD, Kolkata revealed that dealer’s |
“fax was not reahsed or reahsed short from 10 905 veh1cles of d]fferent o

o categorles at the time of reglstratmn between Aprrl 2002 and March. 2004

' This resulted in non/short reahsatlon of dealer s tax of Rs 35 33 lakh. .

- The cases were po1nted out to the taxmg ofﬁcers between Aprll 2003 and

March 2005 no spec1flc reply was furn1shed

* Hooghly, Howrah and South 24 Parganas.
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: Governrnent to whom the cases were reported, directed PVD Xolkata in

March 2005, to realise Rs.14.41 lakh. However, report on realisation has not -
been recelved (October 2005 ). ‘

© Under the Motor Vehicle Act, 1988, no transport _vehicle can ply without a
valid certificate of fitness (CF). For renewal of CF, the owner of a vehicle is
‘required to apply one month in advance of its expiry. The State Government

by a notification issued in July 1995 prescribed a fine at the rate of Rs.3,000

and Rs.2,000 on goods/eont1'act eai‘riages and other vehicles respectively

- which was revised to Rs.4,000 and Rs 3,000 respectively w.e.f. 14 February

2003 for vehlcles plying without vahd cert1f1cate of ﬁtness

Scrutiny of records of transp01t ofﬁces of five’ RTOs and PVD, Kolkata
71evealed that the CFs of 159 goods canlages/c_ontlact carriage buses and 122
other vehicles were renewed between 1999-2000 and 2003-04 after expiry of
validity for a period upto four years and nine months without i nnposmg a fine.
There was nothmg on record that the vehicles were off the road. This resulted

in non-levy of fine of Rs.8.63 lakh.

After this was pointed out, the Taxing Officer, PVD, Kolkata stated in January '
2003 that fine was being realised. Other taxing officers did not furnish any
specific reply. » '

The cases were reported to Government between October- 2003 and July 2004

followed by reminders issued up to June 2005; their reply has not been

received (October 2005).

The State Government in their order issued in December 1990 penmtted plying
of heavy: goods vehicles _havmg gross vehicle. weight above 22,542 kgs. on
payment of special registration _fee‘ per nnnum at varying rates depending upon
the :gross ‘vehicle weight of those vehicles and subject to fulfillment of

conditions as prescribed therein.

5 Bankura, Hooghly, Murshidabad, Siliguri and South 24 Parganas. )
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Scrutiny ot'—records of four6 RTOs and ~‘PVD, Kolkata:revealed ‘that no special
registration fee on 147”goods vehicles having gross vehicle weight between
22,727 kgs.-"’and 36,600 kgs. was realised between April 1999 and December
2004 although road taxes"'. vt/ere paid regularly by their’ OWnErs. This _resulted in

non—ieahsation of spec1al fees of Rs.7.23 lakh.

After this’ was pomted out, the Taxmg Officer, PVD, Kolkata stated in B

November 2003 that actlon had been taken to realise the fees while Taxing
Officer, BurdWan stated in February 2005 that Rs.18,438 has been realised
from ownersof eight vehicles. Other taxing officers did not furnish any 7
_ specific reply. ' A

" The cases were reported to Government between November 2003 and J anuary

2005 followed by remmders issued up to June 2005 their reply has not been
B received (October 2005) '

Under the provisions of the WBMV Tax Act, and_. the West Bengal Additional
~ Tax and One Time ’l‘ax on Motor Vehicle Act 1989, a rnotor yehicle may be
seized for non- payment of tax and additional tax by enforcement authorrty and
may be released on payment of due tax and penalty within 30 days of such

detention

Test check of records of PVD, Kolkata revealed that the taxing officer seized
a vehicle in March 2003 for non—payment of tax and additional tax of Rs.4.49
- lakh from April 1999 to- March 2003. The taxing officer 1eleased the vehicle
on 1eahsat10n of road tax of- Rs.2.99 lakh. - However, add1t10nal tax of Rs.1.50
lakh was not realised. Besides, penalty of Rs.4.48 lakh for delayed payment
of tax was not imposed. This resulted in non—reahsation of additional tax and
' penalty of Rs.5.98 lakh ' '

After this was pointed out, the taxing'ofﬁcer stated between November 2003 ;

and January 2004 that demand notice was being issued.

The case was reported to Government in’ February 2004 followed by
reminders 1ssued up to June' 2005 their reply has not been received (Octobe1
2005)

f Burdwan, Hodghly, Paschim Medinipur and Siliguri. 7‘ o
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Test check of records of amusemerlt’.tax conducted in audit during the year

2004-05, revealed underasses_smerit etc. of tax amounting to Rs.95.62 crore in -

67 cases, which broadly fall under the following categories:

(Rupees in crore)

SLNo.

~ Categories No.of | Amount
cases
1. Non/short levy of tax / penalty 8 0.21
2. Nor/short realisation of tax /penalty. 10 0.41
3. Review on Assessment Collection and Arrears 43  94.56
of Amusement Tax mcludmg Luxury tax. '

4. Other cases 6 0.44

| _ Total : 67 95.62

During the course of the year 2004-05, the concerned Depaﬁmenr éccepted

underassessment etc of Rs 62 34 crore inVolved in 38 cases of which 33 cases

mvolvmg Rs 62.27 crore had been pomted out in audit durmg the year 2004-

05 and the rest in earlier years

A review on

‘Assessment Collection and Arrears of Amusement Tax

including Luxury Tax’ involving ﬁnancml effect of Rs: 94 56 crore is given in

the followmg paragraph
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‘The findings of the review on the procedure of assessment, collection and

arrears of amusement tax, including luxury tax, its effectiveness and

deficiencies are discussed below: -

P Inaction of the ]Depértment against the proprietors of cinema halls led to
non-realisation of composition money of Rs.50.74 crore

' | [Paragraph 6.2.6]

> Non'-s'ci'utiﬂny of claims of utilisation of service charges made by

proprietors of cinema halls resulted in non-levy of tax of Rs. 2:39 crore

[Paragraph 6.2.8]

> Non-adherence to the provisions of the Act resulted in non/short-levy of
luxury tax of Rs.4.57 crore on air-conditioned hotels. ' ’

[Paragraph 6.2.9]

> . Despite specific provisions, clubs were not brought under the purview of
tax resulting in non-levy of tax of Rs.5.12 crore

' [Paragraph 6.2.10]

A > Non-fixing of time limit for disposal of appeal cases resulted in

blockage of revenue of Rs.3.13 crore

[Paragraph 6.2.15]

Assessment, levy and collection of amusement tax in West Bengal are
regulated by provisions of the Bengal _Amusemént Tax (AT Act) Act, 1922,
the West Bengal Entert_ajnments and Luxuries (Hotels and Restaurants) Tax
(WBELT Act) Act, 1972 .and the West Bengal Ente_rtainmént—cﬁm—
Amusement Tax (WBEAT Act) Act, 1982 and the Rules made thereunder.

Under the YAT Act, entertainment tax is leviable on admission to
cinema shows, casual entertainment shows, clubs, amusement parks, horse
racing clubs etc. and betting taxes on horse racing. The Act further provides
that proprietor of an entertainment shall not admit any person to an

entertainment without a ticket stamped with an impressed, embossed,
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engraved or adhesive stamp issued by the State Government and denoting that

proper entertainment tax has been paid.

n Under the WBELT Act, entertainment tax and luxury tax are payable
on the sale of food and drinks, admission fees and room-rent realised by an air

conditioned hotel.

. Under the WBEAT Act, a weekly tax is payable on video shows and a

monthly tax is payable on cable operation.

Tax, penalty and interest are assessed and collected under the provisions of
the above Acts. The sums remaining unpaid form arrears which are
recoverable as arrears of land revenue by initiating a certificate case under the

Public Demands Recovery (PDR Act) Act, 1913.

Any assessment made under the AT Act and the WBELT Act may be re-
opened for re-assessment within four years and two years respectively from

the date of such assessment.

The Agricultural Income Tax Department responsible for collection of the tax
under the Acts did not have a manual on the working of the Department.
Further, no internal audit system was in operation to detect and check defects
and errors in assessment, collection and realisation of entertainment tax and

luxury tax.

The review focused mainly on collection of tax of the Department from

cinema halls, air conditioned hotels, clubs, amusement parks, horse racing

and video halls.

The Principal Secretary, Finance Department, Government of West Bengal is
in overall control and superintendence of the Department at the Government
level. The Commissioner of Agricultural Income Tax is the head of the
Directorate and is assisted by one Additional Commissioner, four Deputy
Commissioners, three Assistant Commissioners, 28 Agricultural Income Tax
Officers and 58 Inspectors. Agricultural Income Tax Officers are entrusted

with the duty of assessment and collection of amusement tax under the Acts.

51



Audit Report (Revenue Receipts) for the year ended 31 Mar/ %ﬂ? ‘Q? 3
They function under the direct control of the Commissioner in Kolkata and

through the District Collectors in the districts.

The review was conducted to examine whether

. amusement tax in the form of entertainment tax and luxury tax,
including penalty and interest, was properly assessed, collected and
remitted to Government accounts as provided under the AT Act, the
WBELT Act, the WBEAT Act and the Rules framed thereunder;

. adequate steps were taken for realisation of arrears of entertainment tax
and luxury tax ;

. there were lacunae in the Acts and Rules ; and

. adequate internal controls were in place.

Records for the periods from 1999-2000 to 2003-04 of the Commissioner of
Agricultural Income Tax, West Bengal and 10" Agricultural Income Tax
Offices (AITOs) out of a total of 18> AITOs along with the concerned District
Collector offices were test checked during the period from October 2004 to
March 2005.

Audit findings as a result of that check of records were reported in June 2005
to the Government with a specific request in July 2005 for attending the
meeting of Audit Review Committee so that viewpoint of the Government
may be taken into account before finalising the review. The meeting was held
in July 2005. A nominee from office of the Agricultural Income Tax
Commissioner was deputed to attend the meeting though no representative
from the Finance Department was present. The results of the discussion have

been included in review.

1 Bankura, Burdwan, Darjeeling, Howrah, Jalpaiguri, Kolkata, Medinipur, North 24Parganas, Purulia

and South 24 Parganas.
? Bankura, Birbhum, Burdwan, Coochbehar, Dakshin Dinajpur, Darjeeling, Hooghly,
Howrah, Jalpaiguri, Kolkata, Mald4, Medinipur, Murshidabad, Nadia, North 24 Parganas, Purulia,
South 24 Parganas and Uttar Dinajpur.
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' As per provisions of the Budget Manual, the Finance Department shall collect
related informations both for receipts and expendlture from the - concerned :
administrative departments and prepare budget estlmates of the State after

:'necessary changes accordmg to. the pohcy of the Government

- "*'The posrtron of budget estnnates and actual collectron of revenue from 1999-
2000 to 2003-04 as appeared in the Budget Pubhcatron of the Government of

: West Bengal and as furnrshed by the Dlrectorate were as under - '
| ‘ S - ' B (Rupees in crore)r

Year Budget : Actua]l collllection‘, as perthel Actua]l collﬂectﬁon as -| Difference

‘ “ | estimates | _BudgetPubhcation ffurms]hed by the | = (3-4).

, . _ 7 ) IO . ; Dnrectorate -
RS ER e N 3. a1 s |
19992000 | 7168 | . 13408 | 6311 - | 7097 .

| 20002001 | 7885 | 14104 - | 6672 - | 7432

20012002 | 7780 | . . 9503 |- 6185 | 3318 |
20022003 | 8749 |- . - 5426 | stz | 314
2003 2004 | 124550 | . 5685 . | 5128 ﬁ— | ss7

o ’J[‘he dlfference between the ﬁgures ‘of ‘actual collectlon as per the Budget,
"~ - Publication and those of the Dlrectorate 'was due to lack of intra ]Deparrrnental
”coordmatlon and an 1nternal control mechanrsm mcludrng the ‘absence of a
‘ -system of reconcﬂratron After this” was pomted out the ]Drrectorate stated that
' mstructlons were bemg 1ssued to start reconcrhatron whrch had not been done
for the last few years. - - P - :
~ There is :a wide: variation. in- between the budget estlmates and the actual
- collection wh1ch ‘clearly indicates that the budget estlrnates are not ‘being
prepared in accordance wrth the provrslons of the budget rnanual

The posmon ‘of ‘arrears from 1999 2000 to 2003 04 as furmshed by the '
Comrmssroner of Agr1cu1tura1 ][ncome Tax West ]Bengal was as under
i L (Rupees in crore)

= Year:;- ’ Openﬁng bdﬁé{mé » Demand ransed Demand reahsed Closing baHance -
1999_2000, — 2378 z The flgures could 63 23‘ - 23347
-2000-2001 . 2334 not b.e furnishied by 66.71 5 23.57 ‘
‘, 2001-2002 1 - 23.57 - the Directorate. 61.85 i 26.90'
-7 2002-2003 ©26.90 o 5112 0 2278
2003-2004 | - 22.78 Lo - - | Notavailable . | Not available
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It would be seen from the above that the Department did not have any'

effective monitoring procedure for watching/raising of annual demands.

-

~ Under the provisions of the AT Act, no person liable to pay entertainment tax
- shall be admitted by the proprretor of ‘a.cinema hall except with a ticket
stamped with an nmpressed embossed, engraved or adhesive stamp issued by
_the State Government and denoting that proper entertainment tax has been
paid. Further, the proprietor of a cinema hall shall also furnish a preScribed
vveekly return within the stipulated time. In case of non-compliance of the
above previsions or default in payment of entertainment tax, the assessing
‘ authority is empowered to lodge a report with the licensing authority of the
bcvinema halls for caneellatiqn of the licence. Moreover, non-compliance of the
- above provisions is an offence for which a proprietor shall be punishable by a
Court of Law with imprisonment for a term upto two years or fine upto Rs.
3,000 or both. However, the assessing authority is empowered to compound
the offence by accepting a sum of money not exceedmg- Rs. 1,000 or double

the amount of tax payable, Whichever is greater.

~ Audit scrutiny of records of cinema halls in two districts out of 10° districts

" test checked revealed that

® proprletors of 49 cinema halls adnutted viewers by issuing tickets
without getting those tickets stamped with an 1mpressed embossed,

, engraved or adhesive stamp for years together;

o  of these propnetors of 47 cinema halls also defaulted in furmshmg the

returns within the st1pulated time; and

-3 Bankura; Burdwan, Darjeeling, Howrah, J alpaigun", Kolkata, Medinipur, North 24 Parganas, Purulia
and South 24 Parganas.
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@ - proprietors of 17 cinema halls defaulted in payment of their assessed
G dues of Rs:2.28 cro:re' g | ' '

“in contraventlon of the prov1s1ons of the Act

"’l‘he ]Depanment however d1d not lodge ‘any 1eport “with the hcensmg

- "authorlty, for cancellatlon of the h_cence of the propnetors. l?urther, the

' V'Depajnment nelther sérved any notice to-the proprietors for compounding the

- offences fior fook any action'for framing charges and‘-prOSecutmg them in a
Court of Law. As a result, the proprle'tors did not come forward for paymentr
of assessed dues. ~ This led to non-realisation of assessed dues of Rs.2.28" .
“crore.’ | Besides -composition m'one'y;'of 7Rs.50Q7:4' crore 'Vsh_ould' have been ;.
,iﬁlPOSed as detailed below: o | | |

(Rupees in crore)

‘Name of the | No. of Cinema ~ Periodof - | Date of assessment - | - . Composition

~AITO | - halls/cases - assessment lbetween . . between - - | money realisable
a 199697 = . 1/2000 . .
North 24 . 10/26 , & ol & 1 49
Parganas. | 200102 | 302004 o
R ' 199697 - | 41999 H

Kolkata 39186 T T 4580

: o 2003-04 - 7/2004 - -
Total; 49/112 . -' B n 50.74

- After this was pomted out the Department admltted the facts. However it is
stated that cr1m1nal proceedlngs were not initiated as they took a prolonged
time for ﬁnahsatlon. The contention was not tenable as action as provided in
the Act should have been taken The lDepartment did not even issue notice to

the defaultmg propnetors for avallmg the remedy of composition as prescrrbed

under the Act

Under the AT Act and the Rules made thereunder, a- proprietor of a cinema
hall. shall furnish a prescrlbed weekly return w1th1n the stlpulated time. The ,

.y assessmg authonty may impose a penalty for late submission .of retum of a.

. sum not exceeding double the amount of entertalnment tax. assessed ie. 200

per cent of the tax. However, the Act does not spec1fy the rmmmum amount

~of penalty to be levied in such cases. Whlle in the West Bengal Luxury Tax

(WBLT Act) Act 1994 the mmlmum amount of penalty for late submlssmn 2

of a return is equal to the amount of tax assessed,,l e. 100 per cent of the tax.
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Scrutiny of assessment records of eight AITOs reyealed that-in 222 cases, 99
~ proprietors failed to. submit their returns within the prescribed time. The

-assessing officers issued show cause not1ces to - the propnetors for late

submission of returns Thereafter either the proprietors did not furnish- reply

to the show cause notices or the. assessing officers ~did not find the

explanations given by the proprietors as reasonable or suff1c1ent In spite of

these facts, they imposed nominal penalties ranging from 0 005 to 2.89 per

-cent of the tax payable against the maximum leviable penalty of 200 per cent..

Consequently, penalty' of Rs.7.93 lakh only was imposed against the

niaximum penalty leviable of Rs 43.68 crore as detailed below: -

T (Rupees in lakh)

. Name of No. of Period of Maximum penalty | Minimum penalty | Penalty Percentage of

| the AITQ | . cinema | assessment | leviable under the | leviable as fixed levied - penalty levied

halls/ cases |  between - AT Act in the WBLT Act - From_ to .
Howrah . 11/27 | 199697 & 367.61 S 183.81 0.32 0.03-0.83

' i 2003-04 a . N
North 24 13/22 | 199697 & 396.33. 198.16 0.67 0.05-1.53

.| Parganas 2001-02 - . - . : S
Medinipur 14/34 | 199697 & 153.69 76.85 0.33 0.08-1.83

) 2002-03 : ' - .
| Burdwan 20/53 | 199697 & .| - . 531.05 o 265.52 |- - 0.87 0.04-2.80
. -- 2002-03 L L P :
Darjeeling - 5/8 | 1999-00 & 168.10 |- . 84.05 | 0.10 0.01-0.73
) 4 2001-02 - ' ] . '
. | Kolkata 27/46 | 199192 & 2,614.22 .1,307.11 522 0.005-2.89
' - | 2002-03 - - :

Purulia 3/3 1 2000-01 & : 4.40 R 220 (... 001 -0.50-1.12

2002-03 ) - -
Bankura - 6/29 | 199697 & - 13247 o 66.23.| .. 041 0.18-1.97

- 2002-03 ' . - By ‘
Total: 99/222 4,367.87 2,183.93 . 7.93 0.0036

Moreover, the assessing officers had in no case given any justification for

' imposition of only a token penalty and it was levied at as low rates as 0.0036

per cent of the assessed tax. ' Thus there’ isa ‘need for fixation of minimum

amount of penalty leviable in such cases.

After this was pointed out,"the Department issued a circular in March 2005 at

the “instance of ‘audit directing &ll the assessing officers t6 discuss the -

imposition of penalty in the'assessment orders in case 'of late submission of

' 'returns.' )

' The Department further stated in lune 2005 that an amendment in the

prov1s1on of penalty 1S also under cons1derat1on

TR
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V' Under the AT Act -a propr1etor of a cinema ‘“hall rnay realise from v1ewels a .
serv1ce charge for rnalntenance of the cmema hall etc. and an’ add1t10na1‘ |
service charge for air condltlonmg of the cmema hall Entertamment tax shall
‘be levied on such serv1ce charges unless the proprretor proves to the
satlsfactron of the assessmg authorrty that the serv1ce charges have been fully
| ut111sed or adequate provision has been made in the books of accounts for
Rates  of
' "entertalnment tax ranged between 10 per cent and 70 per cent dur1ng 1999- -
"2000 t0 2003-04. -

: ‘mamtenance etc and a1r-cond1t10n1ng of the cmerna hall.

Scrutrny of assessment records of nine - AITOS 1evea1ed that in 306 cases |

proprretors had reahsed serv1ce charges of Rs. 5.23 crore for mamtenance etc.

- as well as air cond1t1on1ng of the crnerna halls. However the proprletors had

not. produced supportmg documents regardmg ut111sat10n of the serv1ce

charges or made adequate prov1s1ons in the books of accounts. The assessmg

ofﬁcers were also silent in their assessrnent orders about the utlhsanon of

service charges or regardmg provision made thereof ‘in the books of accounts
~-and did not. levy entertainment tax of Rs 2.39: crore on the service char ges of

Rs 5 23 crore as detalled below o :

‘ Lﬂ' ees in crore)

Name of the’, | No.of-| . Period ot’ 'Date ot"asses:stnent Servnce charges Entertainment
“AITO | _cases | assessment between : between i ' reahsed tax Heuiabte
Howrah 42 "‘1996-97&2002-03:‘ 8001 & 1/2004"; 094 045
Purulia 28 | 1998.99 & 2002.03 | 711999 & 1112003 026 .- | o1
Bankura 7. | 199 97&2002 03 | 1271999 & 2/2004 1 'o.os 0.01

South 24 Pargenas | 31 | 2001-02 &2002:03 | 122002802004 | 072 020

Jalpaiguri | 51| 1997.98.&2000-01 |, 9/1999 &3/2002- | ... 038 0.24

Medinipur |~ 58 | 1996-97 &2002-03 | 1/2000 & 3/2004" 0.64 024

- Burdwan 36| 1998-99 & 2003:03"| *1/2000 & 82004 | 70,95 A 0.44

Darjeeling -~ | 14 | 1999:00&2002-03 | ' a;002&'92003 | 055 0.29

North 24 Parganas | 30" ""1996 97&2001 02“',’ 5p000&32004 | 07 040
_ Total: 306 | | . ”"523 2.39

The Department accepted the aud1t observat1on in Jf une’ 2005 however act1on- '
taken for levy of tax has not been 1nt1mated (October 2005).
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: Under the provrsrons of the WBELT Act a luxury tax is chargeable on daily

charges recerved by a hotel for an occupled air conditioned room.
Government of West Bengal by a IlOtlflCatIOIl 1ssued in April 1997 clarified
that darly charges for an occupred room shall be the’ charge for lodging only.

Scrutmy of assessment records of luxury hotels under the A][TO Kolkata
-revealed that in 25 cases six hotel authorities received Rs.11.24 crore between
1996-97 and 2002-03 as rental/hire charges for_alr—condrtroned banquet halls

as reflected in their annual accounts. However, in 23 out of 25 cases no.

luxury tax was levied at all while in the remaining two cases it was assessed
short at-Rs. 1.70 lakh instead of the leviable amount of Rs. 7.51 lakh. This
resulted in non/short -levy of luxury tax of Rs.1.14 crore as detailed below:

. .Nar‘ne of | No.of | Period olf assessment Assessment made Rental/hire Luxury Luxury i "Non/short
| the hotel cases' » A between between charges tax - tax ]levy" of
(S - \ received | leviable | levied | luxury tax
(Rs. in crore) '(Rs. in (Rs. in (Rs. in
: ' lakh) lakh) crore)
A 6 [1996-97 & 2001-02 ‘ 4/1999 & 10/2003 - .| 340 - | 35.66 - Nil 0.36
B. 2 1997-98 & 1998-99 2/2000 & 3/2001 0.75 . 7.51 1.70 0.06
~ 3 1999-2000 & 2001-02 3/2002 & 2/2004 1.50 14.97 'Nrill -0.15
C ) 1998-99 & 2000-01 | 1/2001 & 12}02 0.90 8.95 Nil 0.09
D 6 [1996-97 & 2001-02 4/ 1999 & 2/2004 3.72 38.41 Nil 10.38
E 4 1998-99 & 2001—02 ‘ “v3/2’001 & 2/2004 086 | 8.64 Nil 0.09.
F 1. 2002-03 8/2003 : 0.11 1.07 “ Nil 0.01 |
Total: | 25 | - 1124 - | 11521 | 170 | 1.4

After this was pointed out; the Department stated in June 2005 that since
banquet halls in the hotels were not rooms for lodging, luxury tax could not be

_.. charged under the Act. The contention was not tenable as banqliet halls in all

these cases were big rooms in the hotels where lodging i.e. temporary
accommodatron for the purpose of meetings, conferences, entertainment

| “activities etc. was made available on receipt of. rental/hlre charges As such
(‘ C 1uxury tax in these cases was leviable. In addition, the ]Department also :

assessed luxury tax in two cases though it was levied short

Under the provisions of the WBELT Act, an-ente’rtaimrrent tax is payable on
the sums received for all the services including food and drink and admission -
fee realised by an air conditioned hotel, providing entertainment. The
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mm1mum rate. of tax levrable 1s lO per cent oi the services provrded by an air - '

condrtroned hotel e . ;
.o Scrutiny of annual accounts of ﬁve luxury hotels under the Al[TO S
‘ Kolkata revealed that in 25 cases the hotel. authorrtles recerved an amount of
h Rs. 719 63 crore between 1996 97 and 2001 02 as income from guests, -
| accommodatron restaurants and bars etc However the assessrng author1t1es_ ‘
| 'whrle completrng the assessments between Aprll 1999 and ]February 2004 :
excluded Rs 31. 48 crore from levy of tax wrthout assrgnmg -any reason |
._ Although shown as mcome vrz rmscellaneous mcome/rmscellaneous
recelpts/other servrces the classes to whrch 1t belonged were not avallable on

record. Consequently, the correct amount of tax levrable could not be'

o ascertamed However takmg the mmrmum rate of tax of 10 per cent there

, was a short levy of tax of Rs 3 15 crore Out of these 20 cases were moreb"

: than two years old. and could not be re opened for re-assessment Thr_s o

v resulted in loss of revenue of Rs 2 67 crore

The Department accepted the audit observatlon in Jl une 2005 however further '
' actron taken to reahse Government revenue has not been 1nt1mated (October

*‘2005)

o Scrutmy of annual accounts of 1997 98 of a nlght club of a hotel'

o drsclosed that 1t was. lrable to pay. entertalnment tax of Rs 35 62 lakh on its

gross turnover of Rs. l 19 crore However the assessmg authonty while
- completmg the assessment 1n March 2000 excluded Rs. l 07 crore on account

- of .sale -of - food and- drinks from gross turnover Thrs_resulted in

o underassessment of tax of Rs 28 30 lal(h

' After thlS was po1nted out, the Department stated in .lune 2005 that the- matterl :
'was bemg exammed Further reply is awarted (October 2005)

Under the West Bengal Socrety Regrstratron Act 1961 clubs are 1eg1steredv7 '"
w1th the Reg1strar of Firms, Societies. and Non tradrng Corporatron West

4 Hihdustan International, Oberoi Grand, Radisson the Fort, Taj Bengal and The Park "~
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- Bengal. Further, as. per _provisions of the AT Act, any club providing

entertainment and receiving payments for entertainment as subscription or

e contribution from its members for the right of admission shall be Tiable to pay

- - entertainment tax-on such receipts. -

"’l‘he.total number of clubs liable to pay'tax wasnot available with department.

The department had not made any effort to get the detalls of clubs registered

with the Regrstrar of Flrms and 8001et1es SO that these could be brought under .

' the tax-net ' However mformatlon obtained - by audrt from Sales Tax

' Department revealed that e1ght clubs situated in Ko]kata recelved subscription

or contrrbut1ons from their members for drfferent years between 1996-97 and -

2001 02 for rrght of admrss1on to vanous entertamments round the year

a -mcludmg musical nlghts dance events mdoor/outdoor games New Year and

Christmas celebratrons etc As per the annual accounts of the clubs available

w1th the Sales Tax Department subscrrptron/contrrbutron of Rs 25.66 crore

- was hable to entertainment tax of Rs.5.12 crore as detarled below

(Rupees in crore)

“Name No. | Period of 'subscriptiion Assessment made by | Subscription/ Tax
of the of | . '| Sales Tax Authorities ‘| contribution | payable @
club cases | . between for admission | 20 per cent
A 4 1996-97 & 1999-2000 1999-2000 & 2002-03 4.21 0.84
B 4 1997-98 & 2000-01 2000-01 & 2003-04 4.97 0.99 |
C 4 | 1998-99 & 2001-02 2000-01 & 2003-04 . 13.22 2.64
D. 3 1999-2000 & 2001-02 | 2001-02 & 2003-04 - - 0.38 0.08
B 3 1999-2000 & 2001-02 | 2001-02 & 2003-04 - 1.31 0.26
F - 3. | 1999-2000 &.2001-02 - | 2001-02 & 2003-04 ~ - | 0.62 - 0.12
G 2 1996-97 & 1997-98 . 1999 2000 & 2000- 01 B -0.90 0.18 |
‘H -1 1996-97 - I -1999-2000- - 0.05 0.01
Total 24 25 66 512

After th1s was pomted out,. the Department whrle acceptrng the audrt

‘ observatlon in June 2005 stated that the clubs l1able to pay entertainment tax

 were bemg brought under the tax net

“Under the 'provisions of the 'AT-Act, “admission to an entertainment” includes

" admission to-any. place in which entertainment is held and an entertainment tax '

-+..is payable on the 'value of tickets-sold for such ~adm_i‘4ssi0n‘. L




on-realisation

The Department accepted the audlto ervation in June 2005."




-----
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Under the AT Act, betting taxes are leviable on all monies paid as a bet by any
person who bets on a horse race held in a race course. The racing clubs shall
collect taxes from such persons and deposit them to Government account
within the prescribed time. Under the Act, interest was not payable prior to
May 1990 for delayed payment of tax. In June 1990, the Act was amended
and a provision for levy of interest at the rate of two per cent per month for
delayed payment of tax was introduced. However, the government issued
notification for implementation of the same in July 2003. Consequently, no
interest could be levied for a period of more than 13 years resulting in

foregoing of government revenue.
Scrutiny of records of the AITO, Kolkata revealed the following:

° The Royal Calcutta Turf Club (RCTC) collected tax of Rs.6.97 crore
between November 1991 and October 1993 but did not deposit it within the
prescribed time. The club started paying the tax in a piecemeal manner from
October 1993 to March 2005 until the tax was fully paid. However, interest
could not be levied for the period upto July 2003 for delayed payment of tax
due to late issue of notification. This resulted in foregoing of Government
revenue of Rs.3.78 crore for the period from April 1999 to July 2003. Further,
interest of Rs.2.74 crore was not levied by the Department for delayed
payment of tax for the period between August 2003 and March 2005.

The RCTC was liable to pay inter state betting tax of Rs. 7.32 crore for the
period from 19 December 1986 to 4 April 1990 which was not paid at all. The
Public Accounts Committee (PAC), while discussing the Audit Report of
1998-99, recommended in its sixteenth report of 2002-03 in July 2003 that the
State Government may set a firm deadline for recovery of dues and possession
of the property at D.L. Khan Road, Kolkata from RCTC, after the expiry of
which a case must be instituted for realisation of the dues as arrears of land
revenue. The State Government, therefore, fixed the deadline of March 2005
in February 2005 i.e. after a lapse of 21 months. The amount has neither been
received nor has any action been taken to recover the same as arrears of land
revenue. Thus lack of action resulted in non-recovery of Government revenue

to that extent.
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Under the AT Act ‘entertainment ta;-;‘shall be charged on all payrnents for

. adrmss1on to horse racmg for. entertamment Further the Act defines

’ admrss1on as adrmssron asa spectator an audrence and a partlc1pant

| lScrutmy of records of the RCTC under the AITO Kolkata revealed that the
club rece1ved Rs.1. 93 crore as entry money, entrance fee and subscrlptlon
| -'between 1999 2000 and 2003 04 However entertamrnent tax was not pard
by the club. The taxmg ofﬁcer also d1d not ralse any demand for the payment

of tax. Thls resulted in non- 1ealrsatron of entertamrnent tax of Rs.1. 16 crore as

detarled below
o (Rupees in crore)
Year Entry Entrance fee and ~ Total Tax payable @ 60
money ) subscription ) : per cent
2y 1999-2000 0.12 027 | 0.39 0.24
- [12000-0L: ¢ [ G 0127 | . - 022 0 s 0340 0.20
© 1 2001-02 4 "0.16 : 0.19 - 035 - ’ 0.21
f 12002-03 - ' 0.15 : 0.28 T 043 0.26
2003-04 = | ' 0.18 0.24 042 0.25
- : Total: : 1.93 : 1.16

The Departrnent stated in June 2005 that suCh‘receipts were not taxable as
those were not paid by the spectators but by the persons- takrng part in betting
on horse racing. The reply is not tenable s1nce the prov1srons of the Act

stlpulate that all payrnents rnade for adrrussron to horse 1acmg as a spectator or

asa partrclpant are taxable

:recorder/player set, who' makes publrc performance or comrnerc1al exhlbltron
 of films through these ‘sets in rural areas shall pay Rs 600 per week within
© ‘seven days from the end of éach” such week. " If thié Swner fails to pay the .
7. weekly tax’ w1th1n the spec1f1ed perrod he shall be liable to paya penalty at the
rate of Rs. 10 per week till the tax is fully pard Further all arrears of such tax -

and penalty are recoverable from the -defaulters, after grymg one month’s.
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notice, as an arrear of land revenue under the PDR Act by initiating a

certificate case.

Scrutiny of records of four AITOs revealed that 87 owners of video halls

failed to make paymeﬁt of weekly tax for different periods between April 1999

“and August 2004. Out of these, in 49 cases demand notices were issued -

between April 2000 and July 2004 and in remaining 38 cases notices were not
issued at all. Although in none of the cases the owners paid any tax but
certificate prdceedings were not initiated for recovery of arrear tax against ény

defaulter. This resulted in non-realisation of tax _of Rs.81.95 lakh as detailed

below:
o o (Rupees in lakh)
Name of the AITO | No. of video halls Period of default Amount realisable
Jalpaiguri : 21 1.04.1999 to 19.79
o 31.8.2004
Medinipur 30 6.11.1999 to 14.06
' i 31.3.2004
South 24 Parganas- , 30 1.04.1999 to 44.56
31.3.2004 ,
Purulia 6 1.04.1999 to ' 3.54
a 22.7.2003 g
Total - 87 - 81.95

The Department accepted the audit observation in June 2005. ‘However,

further action taken has not been received (October 2005).

Scrutmy of records of AITO, Burdwan, J alpalgun and Purulia revealed that 28

owners of v1deo halls falled to make payment of weekly tax within the

spec1ﬁed per1od The concerned AIT Os initiated certificate cases between

November 2000 and October 2004 urnder the lP]DR Act to realise the due tax.

However, scrutiny of the certificate cases revealed that in seven cases no

penalty was imposed while in the remaining 21 cases it was imposed short by -

- the concerned AITOs. . This resulted in non/shon -imposition of penalty of

Rs.50.95 lakh as detalled below;
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(Rupees in lakh)
Name of | No. of video | Date of initiation of | Penaity to Penalty included Non/Short
the AITO halls certificate cases be imposed | in the certificate | imposition of
between cases penalty
Burdwan 17 14.11.2000 and 18.63 5.85 12.78
29.10.2004
4 4.7.2003 and 4.67 1.09 3.58
6.1.2004
Jalpaiguri 7 17.11.2003 and 34.59 Nil 34.59
9.12.2003
Total 28 57.89 6.94 50.95

The Department accepted the audit observation in June 2005. However,
further action taken has not been intimated (October 2005).

Under the amusement and luxury tax laws of West Bengal, if any proprietor is
aggrieved against an order of assessment he may prefer an appeal before the
appellate authority within the prescribed time. However, the laws are silent
about the time limit within which an appeal case should be disposed of.

Scrutiny of appeal cases in the office of the Commissioner of Agricultural
Income Tax revealed that 332 appeal petitions were accepted between 1999-
2000 and 2002-03, of which 166 cases were not disposed of by the appellate
authority till March 2005. Age-wise analysis of 28 cases involving Rs.3.13
crore is given as under:

(Rupees in crore)

Period of pendency No. of appeal Amount

cases blocked
More than 48 months but less than 60 months 6 0.91
More than 36 months but less than 48 months 7 0.68
More than 24 months but less than 36 months 7 0.51
More than 12 months but less than 24 months 8 1.03

Total 28 3.13

The Department attributed the reasons of poor disposal to the shortage of
officers at the appellate level.

In the absence of internal control mechanism, the Department failed to
implement the provisions of the Acts and Rules effectively and was unable to
keep a watch over assessment and collection of amusement tax and the
Government sustained loss of revenue. The Department also failed to recover
the arrear of tax by way of periodical review of pending cases and by initiation
of certificate proceedings. Effective steps were also not taken by the
Department to plug the loopholes in the extant Acts and Rules and to make
suitable amendments for better collection of amusement tax.
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The State Government may consider the following steps for effective

assessment and collection of amusement tax:

® Initiation of legal proceedings against the propnetors of cinema halls
’ for non-payment of tax in advance

® Amendment in AT Act to spec1fy minimum penalty for late submission
of returns by proprietors of cinema halls; and :

o Ensure that all clubs are brought under the tax net. _
| All the cases were reported to-the Govémment in June 2005, followed by
reminder issued in June 2005; their reply has not been received (October-
2005. N | |
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Test check of records in the offices dealing with assessment and collection of

electricity duty, stamp duty & registration fees and other tax receipts

conducted in audit during the year 2004-05, revealed underassessment/non-

levy etc. of tax amounting to Rs.820.36 crore in 172 cases, which broadly fall

under the following categories :

(Rupees in crore)

SL Categories No. of | Amount
No. cases
A. ELECTRICTY DUTY
1. | Non-assessment/non-realisation of Electricity Duty 24 530.69
2. | Non-assessment/non-realisation of interest 7 171.75
S Irregular adjustment of duty 2 58.24
4. | Others 7 50.48
Total: 40 811.16
B. STAMP DUTY AND REGISTRATION FEES
1. | Non-realisation of deficit Stamp Duty and 44 547
Registration Fees
2. | Blockage of Government Revenue 32 1.38
3. [ Others 24 1.66
Total: 100 8.21
C. OTHER TAX RECEIPTS
1. | Profession Tax 24 0.43
2 Luxury Tax and Agricultural Income Tax 8 0.56
Total: 32 0.99
Grand Total: 172 820.36

During the course of the year 2004-05, the concerned Department accepted

underassessment etc. of Rs.558.61 crore in 130 cases of which 105 cases

involving Rs.557.91 crore had been pointed out in audit during the year 2004-

05 and the rest in earlier years. An amount of Rs.1.46 lakh was realised at the

instance of audit.

A few illustrative cases involving Rs.396.22 crore highlighting important

observations are given in the following paragraphs:
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Assessment, levy and collection of electricity duty on consumption of eﬁergy
within Wesf Bengal are regulated by the ]Bengai Electricity Duty (ED) Act,
1935 and the-.Wefsp Bengal. Dutyon Inter ‘.Stzllte,l River Valley Authority
Ele_c_t_ricity (][_SRV) ‘Ac‘t,A 1973 as arﬁeﬁded, from ,tirne.to time and the rules
_ framed under Both the Acts. vUnd_er.thej ED Act, every licensee has the
.. statutory leigafion to cql_lectﬁ elcétricity -duty fréni the consumers along bwith>
its energyrchzllrges and pay'\the__ srame-_:r _té_,the_Stja;tc‘j Government and furnish
returns within the prescribed time. On the otﬁer hénd, under the ISRV Act,
every person/consumer feceiving -energy from the Inter State River Valley
Authority, Damodor Valley Corporation :(]DV_C') has the responsibility to pﬁy
duty directly to the Sttate‘Govemrhentli.n”a similar maﬁner as provided in the
ED Act. Noh?liéensees such as anefs of co_ld storages/cinema houses etc. aré
liable to pay duty foi' _‘consumpti,onh of energy: from their unregistered

. generating sets for own purposes. -

The Director of Electricity Duty, West Bengal administers various provisions
of the ED. Act 'and | Riilés withb' the hé_lp of Electricity Duty Officer,
'Admmistrati\./e Officer -and several Inspecting Officers posted both at
headquarters in Kolkata as well as two zOnél‘ofﬁces in Asansol and Jalpaiguri.
| Electricity duty officer is rcspohsiblejfor ﬁéséssmént‘ and collection of duty in
- respect of licensees v1z West Bengal State Electricity Board (WBSEB)‘ and
vCalcutté Electric Supply Corp_orafioh (CESC)- and inspecting officers are
responsible- for assessment and collection of duty payable by non-licensees of
~ the districts of Soﬁth 24 Parganas, North 24 Parganaé' and area of supply of the
licensee CESC. In respect of licensees of ot_her districts, Collectors are

responsible for assessment and collection of electricity duty.

The Chief Electrical Inspector, West :Bg,ngal_ivs responsible for inspection of
electrical installations and estimation of duty payable by the consumers of the
DVC under the ISRV Act. The District Collectors are responsible for recovery

of arrears under both the Acts.
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No record on account of uncollected electricity duty was maintained by the
Department, as such, the exact amount of arrears outstanding as on 31 March
- 2004 could not be ascertained. Scrutmy of returns furnished by the hcensee
and information collected from the directorate of electr101ty duty and six!
Collectorates revealed that the duty recoverable from a licensee and 389 non-
licensees amounted to Rs. 207 90 crore as of 31 March 2004 as shown below :

(Rupees in crore)

_ Licensee/.Noxr;ticensee ’ . Period - - Recoverable duty
Calcutta - Blectric  Supply | December 1990 to April 1994 | 117.84
Corporatiqn (CESC) L, chensee ‘ May 1994 to July 1996 - s
38_9 non licensees . | . A April 1999 to March 2004 . - ‘1.-94

CTota | - 207.90

" After this was pointed out between 'chember 2004 and March 2005, the
Government stated in. August 2005 that after proper determination of
electricity duty payable- by CESC, necessary steps ‘would be taken for

realisation. In 96 cases, electrlcrty duty of Rs.11.79 lakh had been realized -

from non—hcensees of eight® districts at the instance of audit. Report on
realisation in.remaining cases has not been received (October 2005).

Under the ED Act and Rules framed thereunder, every licensee is required to
*collect duty from its-consumers and fo pay the same to the State Government
- within 60-days-and -submit-returns within 70days. State Government by a

notification issued in April 2001 enhanced the perrod of subrmssmn of returns

ﬁ‘om 70 days to 90 days ’

o Secretary, Fmance ]Department drrected WBSEB and CESC in March 2003 to
pay electricity duty ‘in cash to ‘the State: Government’ w1th1n due date with
- . effect from: 1 April 2003 . B F EIPUR T S ST

L ~WBSEB collected electr.ic-ity.duty of Rs 189.92:crore during the period from -

' :':2_001 t0-2003 from-its consumers to -.whom’ieiectric’ity‘ was supplied but it did.

! Burdwan, Hooghly, Howrah, Jalpalgun Paschim Medmlpur and Puruha
% Burdwan, Hooghly, Jalpalgun Kolkata, North 24 Parganas, Paschim Medlmpur Purulia and South 24-
Parganas.
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not deposit the same to the Government account. The Department made no
efforts to recover the same and even demand notices were not issued. This
-resulted in non-raising of demand of Rs. 189.92 crore and unauthorized

retention of Government money.

P

CESC Ltd. collected electricity duty of Rs. 1_67.9'(5 crore from its consumers
during the year 2003-04. However, it deposited o-nIy Rs.73 crore into the
~ Government account. No action was taiken to raise the demand for realising
the balance amount of electricity duty of Rs. 94.90 crore from CESC. This
resulted in undue benefit of Rs.94.90 crore to CESC in the form of retention of

Government money unauthorisedly.

After this was pointed out in March 2005, the Government stated in August
- 2005 that action was being taken to assess the duty payable by the above two

licensees. Report on final action taken has not been received (October 2005).

" Under the ISRV Act and Rules framed thereunder, a consumer reéeiviﬁg
" energy from an inter state river valley authority is required to pay electricity
duty at a prescribed rate on the units of energy consumed and to submit
monthly returns in prescribed forms:in prescribed- manner. Where non-
payment or incorrect payment of duty has been made, the assessing atithority
~ may serve notice to the person liable to pay duty for furnishing data necessary
for assessment. If data are nof furnished within one month, the assessing

authority may assess to the best of his judgement .

Chittaranjan Locomotive Works (CLW) is liable to pay electricity duty for
energy consumed in the premises used for residential purposes at the rate of 10

' per cent of net charge for energy consumed with effect from April 1993.

® Scrutiny revealed that CLW irregularly deposited duty at the rate of
eight paise per unit upto October, 2002. Inspite of submission of consumption
_statement, no action to assess the extent of short payment of duty for the
period from November 2000 to October 2002 was initiated by the assessing |
authority. This resulted in short realisation of duty of Rs;44.93 lakh.
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After this was pointed out in February 2005, the Government stated in August
2005 that proposal for assessment of duty could not be made as the CLW did
not submit the relevant records. The reply is not tenable as no steps were
taken to assess the consumer on best judgement basis by the assessing

authority.

. As per the provisions of the ISRV Act, electricity duty is leviable on
the fuel surcharge which is to be included in gross charge of energy consumed

for the purpose of payment of electricity duty.

Durgapur Steel Plant (DSP) receives energy from DVC for consumption in
industrial manufacturing and domestic purposes. The DVC raised a bill for
Rs.4.94 crore in March 2004 which included fuel surcharge of Rs.1.07 crore
for the period from April to December 2003 for consumption of 1,43,31,510

units of energy.

Scrutiny of returns, challans and energy bills submitted by DSP revealed that
fuel surcharge® was excluded from payment of electricity duty. This resulted

in short payment of electricity duty of Rs.6.61 lakh.

After this was pointed out in February 2005, the Government stated in August
2005 that the DSP had been advised in March 2005 to pay the short paid

amount. Report on realisation has not been received (October 2005).

Scrutiny revealed that three* consumers neither submitted any return nor paid
electricity duty for various periods between November 2001 and March 2004.
No action was taken by the assessing authority to call for the consumption
data for assessing the duty for the said period. This resulted in non-assessment
of duty of Rs.99.22 lakh calculated on the basis of last assessment.

After this was pointed out in February 2005, the Government stated in August

2005 that proposal for assessment of two® consumers had been sent to the

* Average rate of energy charge was determined at Rs.2.70 per unit (Rs.3.88 crore/ 143,31,510 KWH)
without taking into consideration the amount of arrear fuel surcharge.  The rate of energy should be
Rs.3.45 per unit (Rs.4.94 crore/1,43,31,510 KWH).

* Bharat Aluminium Co.Ltd.,Chittaranjan Locomotive Works and Hindustan Cables Ltd.

* Bharat Aluminium Co.Ltd., and Hindustan Cables Ltd.
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Collector, Burdwan in May 2005 and the CLW authority had been requested

to furnish all relevant records. Report on final outcome has not been received
(October 2005).

The ED Act and Rules framed thereunder provides that every licensee is
required to collect duty from its consumers and pay the same to the State

Government within 60 days and submit returns thereof within 70days.

It was noticed that electricity duty of Rs.282.25 crore was due from CESC as
7 on March 2001. Government in November 2001 issued orders for adjustment
of Rs.218.v6‘._8‘crore, being the energy charges payable by local bodies to the
corporation. However, the assessing authbrity adjusted the entire amount after
allowing rebate of Rs.‘5.54 crore resultingv in excess adjustment of Rs.58.03

crore.

After this was pointed out in March 2005, the Government stated in August
2005 that the adjustment orders for Rs.58.03 crore could not be issued for
want of - authentication of energy bills from the concerned  local
bodies/authorities. After receipt of authentication, action would be taken for

regularisation.

The reply of the Government was not acceptable as three more assessments
have already been made in 2003-04 and in none of the assessment orders the

over adjustment was regularized. Moreover, crediting of the amount in excess

of that sanctioned by Government for adjustment was incorrect.

Under the ED Act, any sum due on account of electricity duty or ihterest,_ if
not paid within the prescribed period and .in the prescribed manner, shall be
recoverable as a public demand either from the consumer or from the licensee.
For this purpose a return in Form B showing the details of defaulters of
electricity duty is required to be submitted to the assessing authority within
préscribed_pe,riod. - | '

Scrutiny of returns submitted by two licensees, WBSEB and CESC revealed | |

that the licensees made less payment of electricity duty of Rs. 39.71 crore for
different periods from July 1996 to March 2003. However, the licensees
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. ;neither submitted monthly returns . in Form ‘B’ ’sh'owing the details of =
defaulters in support of the deduction nor did the assessing authority while *
| finalising .the assessmentsvbetween' December 1999 and March 2003 call for

the same. In the absence of this vital informatidn the Department is notin a
| position to recover the duties from the'defaulting Conanmers. This resulted 1n
"~ non- reahsatlon of duty of Rs 39.71 crore. N

- After this was pointed out in March 2005, the Government did not furnish any
specific reply. . -

Under the ?ED Act; a licenseje' shall: .be entitled . to a_ rebate for his cost of
~_collection of the duty at the_ rate of one per cent on the amount of duty
. collected. and paid by him within 60 days after expiry of the month for which _
the duty 1elates By a memorandum issued by the Finance ]Department in July

1970, all the licensees were requlred to dep031t the entite amount of collection
of electricity duty to the Government and draw the amount of rebate
v. admissible to them at the prescrib'ed rate by 'submission o'f.‘ bills for the

purpose. -

Scrutiny of records reVealed that the licensee CESC collected electricity duty
- of Rs.769;31 crore during the period from July 1996 to March 2003 but did
not pay the duty withm the due date of payment. Ad-hoc nayment of'
_Rs’._318559 crore in cash was made between August 1997 and June 2003 i.e.
after expiry of 13 monthé_. The asséssing autherity, while making assessment
of dnty between December 1999 ‘and ‘__N‘ovember 2003, allowed' Rs.9.50 c_rdre
towards rebate which was incorrect. This resulted in short realisation of

- revenue of Rs 9.50 crore by allowing undue benefit to CESC

After thxs was pomted out in March 2005 ‘the Government stated in August
- 2005 that for the lapse in payment of electrlclty duty- collected, the licensee
could not Be penalized twice by imposing interest and denying rebate. The
~reply is not tenable as. the rebate is an incentive for- prompt. collection and
1emlttance of revenue in Government exchequer whereas the interest is a penal o
measure for retention of Government -money. Denial of incentive in the form |

of rebate is not a penal measure.
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Under the provisions of the ED Act, electricity duty shall not be leviable on -

the net charge for enérgy consumed by any Government or Railway

administration, save in respect of premises used for residential purposes.

Scrutiny of records revealed that the NOﬂh, Frontier Railway, Kétihar Division
made payment of electricity duty at lesser energy tariff while two’ Railway
and two? Defence establishments did not make payment of electricity duty for
consumption of energy in residentiél cbmplexes during various consumption
periods-betWecn April 1999 and March 2004. No action was, however, taken
to assess and realize duty from the Railway and Defence Establishments

resulting in non- realisation of electricity duty of Rs 1.36 crore.

After this was pointed out between November and December 2004, the
Government stated in August 2005 that proposél fof realisation of electricity
duty from the Railway authorities had been sent between March and July 2005
to the respective District Collectors. The Defence Authorities had submitted
records very recently' and proposal for assessment in respect of Garrison

Engineer, Hasimara had been sent to the Collector, Jalpaiguri in July 2005.

Report on realisation has not been received (October 2005).

Under the ED Act, every: person genérating energy from diesel generating set,
coal based generating plant or | gas based generating plant for his own
consumption in any industrial or manufacturing process (including cold
storages and cinema houses) is liable to pay electricity duty at the prescribed

rate if it is not registered under the Act, ibid.

The Inspecting Officer (Technical) is responsible for estimation of electricity

duty payable by a person other than a _licenseé in Jalpaiguri and Paschim

8 North Frontier Railway — Alipurduar Division and South Eastern Railway — Kharagpur  Division
7 Garrison Engineer — Binnaguri and Hasimara

74



Chapter VII : Other Tax Receipts

Medinipur districts and the responsibility for assessment of electricity duty
rests with the Collectors.

Scrutiny of records of Collector, Jalpaiguri and Paschim Medinipur revealed
that in 21 cases electrical energy was generated and consumed from diesel
generating sets for various consumption periods between June 1979 and
October 2004 without registration. In Paschim Medinipur district the
Inspecting Officer estimated the duty at Rs.7.24 lakh and sent the proposal for
assessments to the Collector, Paschim Medinipur between May 2000 and July
2002. However, the assessment was not finalised till date. Besides, in
Jalpaiguri district no estimation was made by the Inspecting Officers.
Consequently, the actual amount payable could not be ascertained. However,
on the basis of last assessment made the duty was estimated at Rs.3.62 lakh.
Non-finalisation of the assessment resulted in non-realisation of electricity

duty of Rs.10.86 lakh.

After this was pointed out between November and December 2004, the

Government did not furnish any specific reply.

The ED Act provides for exemption of electricity duty payable by some
consumers for certain categories of consumption. The Calcutta Tramways
Company (CTC) Ltd. is not included in the list of consumers entitled for

exemption of electricity duty for consumption of energy.

Scrutiny of records revealed that the licensee CESC supplied energy to CTC
but did not collect the electricity duty from the CTC erroneously treating it as
an exempted unit. This resulted in loss of revenue of Rs.88.42 lakh during the
period from 2000-01 to 2002-03 as detailed below:

(Rupees in lakh)
Period HT LT Total Electricity Duty
Consumption Consumption Consumption | leviable @ 7.5 per cent
2000-01 3,48,89,097 93,69,888 4.,42,58,985 33.19
2001-02 3,10,43,002 89,23,301 3,99,66,303 29.97
2002-03 3.17,73.623 19,04,195 3,36,77,818 25.26
(upto September
2002)
Total: 88.42°
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After this was pointed out in March 2005, the Government stated in August
2005 that d reference, seeking authority for allowance of exemption of

electricity duty to CTC, had been made with the licensee CESC in June 2005.

Report on further development has not been received (October 2005).

Under the Indian Stamp Act, 1899, as applicable in West Bengal, read withv

Departmental circular issued in July 1998, where the fegistering authority has
reason to believe that the tnarket value of the property has not been truly set
forth in the docament presented for registration, he is authorised to register
such document provisionally. Thereafter, he. is required to ascertain the
market value of the property and issue‘notice to'the executant for payment of
deficit stamp duty and registration fees, if any, within 30 days from the date of
presentation. In the event of non-payment within the stipulated period of 30
days, the case is to be referred to the Collector/JDeputy Inspector General of
Registration (DIGR) ‘within 15 days for determination of market value of the

~ property and collection of deficit stamp duty and registration fees.

Serutiny of records of 21° Regi’stratioh» Offices revealed that 1,146 documents
presented for registration between J a:nuar'y. 2000 and. July 2004 were registered

. ;‘.)ro_vis_ionally'.. Stamp Duty was levied on the consideration of Rs.9.21 crore

_ - set forth in the instruments instead of on the market value of the property of

Rs.29.74 crore. . Notices for.payment of deﬁcit stamp. duty and registration
fees were 1ssued but not pa1d by the executants within the time limit. The
* registering authorities did not refer those cases to-the Collector/DIGR for

tak1ng necessary actlon Th1s resulted in blockage of revenue of Rs.1.50 crore.

8 ADSRs of Behala, Chandannagar, Domjur, Goas, Haringhata, Indus, Janai, Jangipur, Jamalpur,
~ Kaliagunj, Kalyani, Khargram, Katwa, Mangalkote, Nimtita, Ratua, Sonamukhi, Sagardighi, Singur,
Tulshihata, Uluberia.
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Records of 19° registration offices revealed between February and September
2004 that 932 instruments valued at Rs.7.12 crore instead of Market Value of
Rs.26.4]1 crore, had been referred to the respective Collectors between
April1999 and September 2004. However, the concerned Collectors had not
initiated any action although one month to 66 months had elapsed since their
receipt. Absence of a monitoring system at the higher level resulted in
blockage of stamp duty and registration fees of Rs.1.40 crore as determined by

the registering officers.

After this was pointed out, registration officers accepted the audit observation
and stated between May and September 2004 that action was being taken to
realise the amount/to refer the cases to the higher authority.

The cases were reported to the Government between April and November

2004 followed by reminders issued upto June 2005; their reply has not been
received (October 2005).

Under the West Bengal State Tax on Professions, Trades, Callings and
Employments Act, 1979, every person coming under the purview of the Act
shall be liable to be enrolled and pay tax at the prescribed rates. In the event
of any person failing to get himself enrolled and pay tax for any period, the
prescribed authority shall assess the tax due to the best of his judgment and
serve on him a notice of demand. The amount of tax shall be paid by such

person within 15 days from date of receipt of the notice.

Cross verification of records of four'® unit offices of the Professions Tax with
the records of seven'' offices revealed that 73 owners of nursing homes/
pathological laboratories, 82 cable operators, 24 kerosene oil dealers, 17
mining lease holders, 13 M.R.L. distributors, 28 licensed hotel owners, 37

licensed money lenders, 17 social function hall owners, 11 petrol/diesel pump

? ADSRs of Behala, Baruipur, Bhagwangola, Chandannagar, Domjur, Egra, Janai, Jangipur, Kandi,
Kaliachawk, Khargram, Narayangarh, Nabogram, Singur, Sealdah, Shyampur, Sagardighi; DR,
Murshidabad and Registrar of Assurance, Kolkata.

1% South Unit-IIL, Medinipur, Central Unit-VII, Baruipur, West Unit-IV, Bankura and North Unit-I,
Siliguri.

" Collectors, Sub-Divisional Offices, Deputy Controller of Food and Supply, Chief Medical Officer of
Health, Superintendent of Excise, Municipality and Head Post Office.
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owners, nine foreign quubr vendors and 11 video hall owners were not
-~ enrolled between 1999-2000 and 2002-03. This resulted in non realisation of
professions tax of Rs.17.68 lakh. .
After this was pointed out between July 2000 and January 2004, the
Professions Tax Officer (PTO), South Unit-III," Medinipur and PTO West
Unit-1V, Bankura stated in December 2003 that taxes due would be
' realised/action was bem_g taken while PTOs North Unit-I, Siliguri and Central
: Unit-VH ‘Baruipur did' not furnish any specific reply. |

The cases were reported to the Government between October 2000 and March
- 2004, followed by remmders 1ssuedl upto qune 2005 their reply has not been'
_ received (October 2005)
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Test check of records of forestreceipts in different Divisiona][ Forest Ofﬁees'

) ‘conducted m aud1t durrng ‘the year 2004 05 revealed non/short realisation of 7 .
;revenue amountmg to Rs 10 81 crore n 74 cases, wmch broadly fall under the

B fqllow.mg categorles._

(Rupees in crore)

SlNo. |~ ’Categdrﬁes" . " | No.of cises | Amount
1. .'Non/short realisation of tevenue/ royalty o _22 = 340 -
2. | Loss of reveniie S BN 6.53 .
,‘ 3 - Non/shortreahsatlen of Sales Tax 3 ' 8 o 0.16
4 lohes - T a0 | om2
o mora - | m | s

) } Durlng the course of the year 2004 05 the Department accepted ’,
“ 'underassessment etc. of Rs 544 crore 1nv01ved in 27 cases of which 15 cases ‘
: _imvolvmg Rs 4 87 crore had been pomted out in aud1t durmg the year 2004 05 :
. _iand the rest in earher years An amount of ]Rs 31 lakh was reahsed at- the B

, i mstance of audlt

A few ﬂlustratwe cases 1nv01v1ng Rs 5 14 crore hlghhghtmg 1rnportant aud1t

observatlons are glven 1n the followmg paragraphs
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- The State Government by an order issued in February,ZOOO fixed transit pass |

_fee of Rs. 50"and Rs.75 per cubic metre (cum) for issue of transit pass for

timber and veneer respectively 1mported under open general license (OGL)'

. for transportatlon to varlous places

' Scrutmy of records of ]Drvrsronal ]Forest Ofﬁcer (]DFO) 24 ]Parganas (South)

Division revealed in luly 2004 that timber/veneer were 1mported to Kolkata

through three? docks in West Bengal under OGL_ for transportation to various

places without transit pass and realisation Of'tr'anSit‘pas's fee during the period 7

""between 2000 01 and 2002 03 Although the sa1d order was effective from
~ the date of its issue, the same was 1mplemented after a lapse of three years i.e.
from the year 2003-04. The Department confirmed that a quantity of 2.5 lakh
cu.m. of timber/veneer had been imported per year under OGL. Failure to

* collect the transit pass fee during the interVening period of three years resulted

"in loss of revenue of Rs.3.75 crore. calculated at the minimum rate of transit -

pass fee of Rs.50 per cu.m on 7.5 lakh cu. m of tlmber/veneer

o After this was pomted out the ]D]FO stated that the said order for reahsatlon of

trans1t pass fee was not g1ven effect from the date of its issue due to lack of

merastructure Reasons for not provrdmg adequate mfrastructure for

’ klmmedlate nnplementatron of Government order were not furnished and the

fact remained that delayed actron on the part of the Department led to loss of

o -such huge revenue.

| Government to whom the matter was forwarded ag1eed to review the matter
and stated - in August 2005 that some remedral measures had been»

contemplate_d. Report on remedial measures taken has not been recelved 7

: (October 2005).

‘The Government accorded administrative approval in their order dated 28
- January 2004 to a project on Infrastructure Development and Joint Forest

Management (ID & JFM) support activity in North 'Bengal. Working

! OGL - Open general license is an import license issued by the Govemment of India.
2 Khldrrpur, Falta and Haldia. .- .
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: ~procedure for“implementation of the project provides. that-the West Bengal
~Forest Developmer‘t Corporation (WBFDC) will entlrely flnance the timber

' operatron and flrewood operatron costs. together with infrastructural cost and

recover the same from sales - relatmg to ‘the- prOJect Money advanced for -

' 1nfrastructure is -to be adJusted in the same year Moreover, the w01k1ng
j-procedure mter alza prov1des for deduction of service char ge of the project at

: the rate of 17 per cent ﬁ‘om net' sale proceeds by the ,WBFDC before
‘ rermttance of net revenue to the Government after the commencement of the |

pr 0ject In case of non pro_]ect work, the adrmss1b1e deductlon towards service |

charge was 10 per cent of the net sale proceeds of tlmber

'Scrutmy of records of three forest ofﬁces revealed that WBF]DC collected

revenue of Rs 4.82 crore ‘during Iuly and December 2003. Out of this, the

Corporatron did not remit Rs.85. 92 lakh to the concerned forest division,

' treatmg it as pI‘OJCCt advance for fmancmg ope1 atlon COsts under ID and JFM
 Project. Smce the work had been completed before ‘issue of orders dated 28 o

' January 2004 the deductron made was madrmssrble Besides, service charge

were deducted at the rate of 17 per cent instead of 10 per cent on the net sale :

proceeds of t1mber valued at Rs.7. 56 crore. This 1rregular deductlon of pTOJeCt o

advance of Rs 85.92 lakh together with excess deductlon of serv1ce charge of

Rs 52 89 lakh resulted n total short reahsatlon of revenue of Rs 1.39 crore. '

, ’After this was pointed out, the concerned offrces stated between August 2004

_ and March 2005.that the matter had been taken up with the WBEDC.

. Government to whom the cases were reported agreed n ]uly 2005 to rev1ew )

the matter Report on further action taken has not been recerved (October 7

2005).

Under the provrsrons of the West ]Bengal ]Fmanc1al Rules all moneys recerved

by ‘or on behalf of the Government either as diies of Government or for

deposit, rermttance or otherwise shall be brought into Government Account

' 7 ;w1thout delay.— According to the existing procedure, ‘the- ha_rvestmg of timber

3] Net sale proceeds Gross sale proceeds Operational cost’
#Net revenue = Net sale proceeds service charge.. ' T
> DFD, BTR(East) DFD BTR(West) and DFO, Jalpalgun D1v1s1on S
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“and disposal thereof is entrusted to the WBFDC. - The WBFDC is required to
remit the revenue realised from séles to the concerned DFO after deduction of

usual charges. The present procedure does not provide for charging of interest

- for delayed remittance of revenue. . , , :

Scrutiny of records of two® Forest Offices revealed between February and
August 2004‘ that WBFDCremitted net revenue of Rs.3.25 crore between
March 2002 and January 2004 to the concerned Forest Offices on account of
sale procecds of timber though the amount was reahsed between April 2001
and June 2003 Absence of p10v1s1on for interest on delayed remittance of
revenue by two to 14 months resulted in potential loss of revenue of Rs.15.39
‘lakh calculated at borrowing rates of interest varying between 8.25 and 9.25
per cent prevailing between 2001-02 and 2003-04.

. After this was pomted out both the forest officers stated between March and
~ August 2004 that the matter would be taken up with WBFDC Report on
further development has not been received (October 2005).

Government to whomthe cases were reported, agreed in July 2005 to
contemplate minimization of the time gap. Report on further action taken has
not been received (October 2005). '

® DFO, Kurseong Division, : DFD, .BTR(Weet), Al(i_p_urdpar‘ . i

T 82

Il

"

e

R

I



Test check of records relating to receipts from mines and minerals under
different District Land and Land Reforms (DL & LR) offices and Chief

Mining Office conducted in audit during the year 2004-05, revealed
underassessment, non/short realisation of revenue amounting to Rs.6.09 crore

in 95 cases, which broadly fall under the following categories :

(Rupees in crore)

SI No. Categories No. of Amount
cases

(1 Non/short assessment of cesses on 13 0.77
minor/major minerals

2. Non/short realisation of price of minor 35 2.89
minerals extracted unauthorisedly

3. Non/short assessment/realisation of 5 1.25
surface/dead rent.

4. Non/short assessment/realisation of royalty 23 0.66
and cesses

3. Other cases 19 0.52

Total 95 6.09

During the course of the year 2004-05, the concerned Department accepted
underassessment etc. of Rs.3.94 crore in 75 cases of which 65 cases involving
Rs.3.42 crore had been pointed out in audit during the year 2004-05 and the
rest in earlier years. An amount of Rs.2.20 lakh was realised at the instance of

audit.

A few illustrative cases involving Rs.2.23 crore highlighting important

observations are given in the following paragraphs:
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Under the provisions of the Mines and Minerals - (Regulation and

Development)'Aot, 1957, as amended in 1972 and the Rules made thereunder
no person is Ventitled,to undertake any rmnmg operation in any area except -
under the authority of a valid quarry permit/mining lease. In the event of
unauthorised extraction of minor minerals, apart from other penal action, the |
.Department is empowered to recover either the minerals raised unlawfully; or,
where such minerals “have already - been dlsposed of the price thereof.
Government clarified in August 1981 that quantity of minor minerals extracted
or removed in excess of the quantity permitted should also be treated as -
unauthorised extraction and price thereof should be realised. By an order
issued in September 1984, the Board of Revenue; West Bengal fixed :the
market pnce of brickearth at Rs.30 per 100 cft. f01 1981 with an increase of
Rs.1.50 per 100 cft. each year till a new price is fixed by the Dlrector of Mines
and Minerals, West Bengal. The price of boulder/stone was fixed at Rs.112.50 /
per 100 cft. The Department keeps watch over the extraction of minerals
through revenue inspeétors under the oontrol of the respective Block Land arld

Land Reforms Officer.

Scrutiny- of records of eight' District Land and Land Reforms (DL &

" LR) Offices revealed that in 261 cases brick-field owners and- other agencies
extracted 244.92 ],al_ch cft of earth for the purpose of manufacturing bri'cks. and
other purposes without any velid quarry permit between 2000-01 and 2003-04. .
The illegal extractions were detected by revenue inspectors under the Block :
Land and Land Reforms Officers but DL & LR Officers failed to take action
to recover the _price of l;rick earth. Out of the total realisable amount _‘ of
Rs.1.52 crore as price of _brick earth the district 'authorities could realise only

Rs.26 lakh. ‘This resulted in non/short realisation of Rs.1.26 crore.

Scrutiny of records of two* DL & LR Offices revealed that in 95 cases

quarry permit holders extracted 79.10 lakh cft. of boulder/stone/brick-earth in
excess of the permitted quantity of 77.35 lakh cft. between 2000-01 and 2003-04.

! Coochbehar, Darjeeling, Hooghly, Howrah, Malda, Murshldabad Nadia and Uttar Dma_]pur '
2 Birbhum and Uttar Dinajpur.
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:As ' agains't the total realisable amount of Rs.53.11 lakh as price of
".?boulder/stone extracted unauthorisedly,' the district authority- realised Rs.7;23
'lakh only resultmg in short reahsation of price of Rs 45 88 lakh

- Thus there was a total non/short reahsation of Rs.1.72 crore as price of earth

_ and boulder/stone

;After thlS was pomted out the d1strict authorities stated between June 2003

j and December 2004 that actlon was bemg taken to reahse the dues

, Government to whom the cases were reported agreed in .luly 2005 to look into -

‘the matter. Report on vfur:ther action taken has. not been received (October

Under the ‘pro‘visions of the Cess Act, 1880, as amended in 1984 read with the
" "West Bengal Primary Education Act; 1973 and the West Bengal Rural
ilEmployment and’ Production Act, 1976 holders of quarry permlts under the
West Bengal Mmor Mmerals Rules 1973, are hable to pay different kinds of _
”‘cesses at rates of Rs. 2 50 per MT of minor mmerals extracted and despatched
“-from the quarry-sne w1th effect froml June 1987. o
Scrutiny of records of three4 DL &:LR ‘Ofﬁc'es revealed that in 252 cases the “
'_quarry permit holders. extracted and despatched 341 15 lakh cft. of minor
minerals durmg the period between 2000- 01 and 2003 04 The dlStI‘lCt
" -authorities failed to realise cesses in, 153 cases for extractlon of 192.32 lakh
cft. of mmor minerals as well as made short reahsation :in 99 cases for
extract1on of 148.33 cft. of minor rnmerals. _This r_esulted in non/_sho1t '
B realisation of cesses amountingtoj Rs;36.10 lakh. o |
 After this was pointed out the district author1t1es stated between September
- 2003 and December 2004 that steps were bemg taken to reahse the dues.
‘ Government_ to whom the cases were reported, agreed in July ;2005- to look into
the matter. ijeport on further action taken has not been rece_ived (Qctober A'
2005). - | | " R

. *Public Works Cess — 50 paisa, Road Cess- 50 pmsa anary Education cess - Re 1 and Rural
‘ Employment Ceiss — 50 paisa. 100°cft-of earth equivalent to 6 MT : o
Hooghly Howra.h and Nadia iove - . P

85



Audit Report (Revenue Receipts) for the year ended 31 March 2005

~Under the West Bengal Minor Minerals Rules 1973, extraction of rninor
_ rmnerals is perrrn551ble on the strength of a quarry permit issued by the
- Collector on reahsatlon of royalty and other dues in advance at rates as
prescribed by the Government. __The rate of royalty on earth; sand and
 stone/boulder was revised with effect from 8 Novernber 2002. -

Scrutiny- of records of five’ DL &VLR’ Offices tevealed that the district
authorities granted 363 quarry permits for' extraction of 86.47 lakh cft. of
rninor minerals between 8 November 2002 and 31 March 2003 on realisation

of royalty of Rs.20.12 lakh instead of Rs.35.06 lakh due to application of rates -

~lower than the 1ev1sed rate This resulted 1n short reahsatlon of royalty of -

" Rs.14.94 lakh. - T

0
L

After this was pointed out, the district authorities stated between June 2003

and Septernber 2004 that action would be taken to realise the dues.

Government to whom the cases were reported, stated in July-2005 that revenue
would be realised. However further report on 1eahsat10n has not been

j received (October 2005)

¥ Cooch Behar, Dagjeeling, Jalpaiguri, Murshidabad and Nadia. .
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other Departments conducted in audit during the year 2004-05, revealed

underassessment, non-realisation and short realisation of revenue amounting

to Rs.136.62 crore in 74 cases, which broadly fall under the following

categories:
(Rupees in crore)
SLNo. Categories No. of Amount
cases
1. Loss of revenue 39 22.95
4 Non-levy and non-realisation of lease rent 3 0.04
3. Non-realisation/short levy of interest 2 48.75
. Non/short realisation of water rate 5 1.89
5. Others 25 62.99
Total 74 136.62

During the course of the year 2004-05, the concerned Department accepted
underassessment etc. of Fs.14.89 crore in 34 cases of which 25 cases
involving Rs.13.97 crore had been pointed out in audit during the year 2004-
05 and the rest in earlier years. An amount of Rs. 7 lakh was realised at the

instance of audit.

A few illustrative cases involving Rs.16.65 crore highlighting important

observations are given in the following paragraphs:
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As per West Bengal Irrigation (Imposition of Water Rate) Act, 1974, “notified
area” means any area in respect of which State Government has by a
~ notification issued, under sub-section (2) of Seﬂction;S; declared its intention to

impose a water rate. The liability of payrhent of water rate shall be on the
» occupiers of land included in the notified area in which water rate is imposed.
The rate of water rate for khanf rabi and boro was Rs. 15, Rs.20 and Rs. 50 per
acre respectlvely ' ' ‘

Scrutmy of records of 12 engineering divisions in four districts revealed that
19 irrigation' schemes were completed between 1975-76 and 1993-94. Out of
_ these, nine engineering divisions under Watershed Management Project

~created 1rr1gat10n potentlal by back feedmg of tidal water.  Information

~ collected from Irrigation Department and annual plan on Agriculture issued by

the District ]Prmc1pa1 Agricultural Officers revealed that 36,75,994 acres of
land were benefited from the schemes during- the penod from 1999- 2000 to
2003-04. . However, the areas benefited by irrigation were not declared as
notified area and no assessment and collection of water rate was made. This

_resulted in foiregoing of révemie of Rs_.13.09vcrore as detailed below:

(Rupees in crbre)

Name of the No. of - No. of Total area irrigated Revenue Source of
district Engineering schemes during 1999-2000 to Foregone:: information
: Divisions 200304 (in acre) . :
K = Kharif Cropwise | Total
- R=Rabi Loss . -
: B ='Boreo :
Purulia 3 17 - K -1,57,259 - K-024 0.29. Irrigation
' R -28,816 R=0.05" Divisions
South 24 5 Peali K -9,39,365 K-141. 2.24 CF
| Parganas R - 2,13,050 R -0.43 '
: B 80,870 _ B-040
Tidal K -~-2,08251 - K=0.31 3.18
Irrigation B -5,72,803 B -2.87
Howrah . 2 Do B -4,55,317 B-2.28 2.28 g
Eaét 2 Do B -10,20,263 B - 5.10 5.10 *E
Medinipur ' :
Total 12 36,75,994 13.09

* Performance evaluation report issued by Instltute for Resource Management and Econormc

Development issued by Dist. Principal Agricultural Officer

** Annual Plan on Agmculture issued by Dist: Principal Agncultural Officer-
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After this was pointed out in Februaty 2005, the- engineering: divisions of

* Purulia district stated :that"fnec'essary steps. would be taken :for issue of

,notiﬁcation' the other engineering divisions did not furnish any specific'reply'

The Department stated as regards tidal 1rr1gat10n schemes that action was

bemg taken for issue of notiﬁcation

~ As per the procedure, engineering divisions provide irrigation and prepare test

" notes of the area ‘benefited by irrigation and onreceipt-of the test notes, the

concerned revenue d1v1s1ons assess and thereafter pubhsh the ﬁnal assessment

list. of water rates for collection

The engmeermg divisions prepare test notes of actual 1rr1gated area by
B phys1cal verificatlon of plots with the ass1stance of works khalasis which are -

“sent to revenue d1v1s1ons for assessment and collectlon

Scrutiny of reCords of four, engineering_divisions : ianuruliaj: and ‘Bankura |

districts revealed that in 19 notiﬁed.schemes; covering' an ar’ea of 1,96,439 -

-~ acres, and 15, 791 acres of land were-irrigated during kharif and rabirseasons

respectively between 1999-2000 and 2003 04. However test notes in respect

of only 10 schemes ‘with an area of 93 254 acres for kharif s were sent to the
respective revenue d1v131ons for assessment of water rate Test notes of the
remaming nme ‘schemes havmg 1,03, 785 acres: for kharif and 15 791 acres for
1ab1 were not prepared and sent to the revenue ofﬁcers for assessment of water |

rate. This resulted in non-realisation of Rs.18.,64, lakh for the period between.

19992000 and 2003-04.

After this was pointed out, the Executive Engineer, Purulia Construction,

Purulia Investigation & Planning, and Purulia Irrigation Division stated in

'February 2005'vthat an attempt' would be made for the preparation and
" ‘submlssmn of test notes; wh1le the Executive Engmeer Right Bank Imgation

'_V]D1v1s1on stated that test notes were under preparatlon

' Purulia Constmction D1v151on Puruha Investigation & Planmng D1v1510n Puruha Irrigation D1v1smn
and Right Bank Irrigation D'v1510n ' » .
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Scrutiny of records of five? revenue divisions revealed that, test notes of kharif
and boro crops involving 14,22,635 acres and 5,06,781 acres respectively were
received by these revenue divisions during the period between 1999-2000 and
2003-04. But assessment for only 12,99,992 acres of kharif crops was
completed by four’ revenue divisions upto March 2005. Assessment of
1,22,643 acres of kharif and 5,06,781 acres of boro area was not completed till
March 2005. This resulted in non-asessment and non-realisation of revenue of
Rs.2.72 crore as detailed below:

Year Total test note Total area Assessment in arrear Non-realisation
received assessed (In acres) of revenue
(In acres) Cropwise (Rs. in crore)
K (Kharif )@ Rs.15 per acre
B (Boro) @ Rs.50 per acre
1999-2000 4,13,502 2,56,730 K - 32,605 ' 0.67
B -1,24,167
2000-01 3,68,874 2,56,730 K -27,143 0.46
B = 851ml
2001-02 3,82,003 2,63,359 K -27,611 0.50
B -91,033
2002-03 3,96,472 2,66,445 K - 26,192 0.56
B - 1,03,835
2003-04 | 3,68,565 2,56,728 K - 9,092 0.53
B -1,02,745
Total 19,29,416 12,99,992 K - 1,22,643 =72
B - 5,06,781

After this was pointed out in February 2005, the Damodar Irrigation Revenue
Division-II agreed to complete the arrear assessment whereas the other

revenue offices did not furnish any specific reply (October 2005).

Under the West Bengal Irrigation (Imposition of Water-Rate) Act, 1974, the
owners of land receiving benefit of irrigation in different crop seasons are
required to pay water rates as prescribed by Government from time to time.
Assessment of water-rates is made by the respective revenue division on
receipt of test notes from the engineering divisions of the Irrigation and
Waterways Department.  According to the instruction issued by the
Department in June 1977, any difference between the areas irrigated shown by

* Canal Revenue Divn., Medinipur, Damodar Canal Revenue Divn., Damodar Trrigation  Revenue
Divn. I, Mayurakshi Canal Divn. - I, Purulia Revenue Unit

* Canal Revenue Division, Medinipur, Damodar Irrigation Revenue Division II, Mayurakshi Canal
Division-I and Purulia Revenue Unit
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the engineering divisions and assessment figure as shown by the revenue

divisions should be reconciled by both the offices within a period of one

month.

Scrutiny of records of the Revenue Officer, Kangshabati Revenue Division-II,

Bishnupur revealed in September 2004 that no assessment of water rates for
boro and rabi crops for the years 1999-2000 to 2000-01 and 2000-01 to 2003-
04 respectively was made in spite of receipt of test notes from the engineering

divisions. Furthermore, in the case of kharif crop the total irrigated area as per
test notes was 8.27 lakh acres during the period between 2000-01 and 2003-04

but the assessment was made on 6.43 lakh acres, the reason for which was

neither stated nor reconciled with the records of the engineering division. This
led to non/short assessment of Rs.59.54 lakh as detailed below:

Assessment Irrigation Area Rate (per | Amount of water | Amount of water Non/short
Year Season irrigated as acre) rate assessable rate assessed assessment of
per test notes (Rs) (area x rate) (area x rate) water rate
(acre) (Rs in lakh) (Rs in lakh) (Rs in lakh)
1999-2000 Boro 20,903 50.00 10.45 NIL 10.45
to 2000-01
2000-01 to Rabi 1,07.463 20.00 21.49 NIL 21.49
2003-04
2000-01 o Kharif 8,26,983 15.00 124.05 96.45 27.60
2003-04
Total 59.54

|

The cases were reported to Government in October 2004 followed by

reminders issued upto June 2005; their reply has not been received (October

2005).

The Industrial Reconstruction Department (IRD) sanctioned a soft loan of

Rs.3 crore to M/s Standard Pharmaceuticals Ltd. in September 2001 under the

West Bengal Industrial Renewal Scheme, 2001. The loan was recoverable

annually along with interest at the rate of 8.75 per cent per annum. A rebate

of two per cent was admissible for payment of interest in time. The due date

for payment of interest for the first year was September 2002.

Scrutiny disclosed that the loanee paid first instalment of interest in September

2003 i.e. after a lapse of 11 months from the due date.

However, the

Department allowed rebate to the loanee in contravention of the provision of
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~ the scheme. This resulted in short receipt of interest of Rs.6 lakh due to

allowance of inadmissible rebate on interest.

This was pointed out to the Department in September 2004. No specific reply.

- was. furnished.

The_éase was reported to the Govern’menf in September 2004 followed by a
reminder issued in June 2005; their’ reply has not been received (October
2005). . . R

Kolkata, - = . (8. Jafa)

The

. New Delhi,

. The

' Accoumant General (Receipt, Works and Local Bodies Audit)
o ~ West Bengal .

N : Cpunﬁenjsigned |

| ~ (Vijayendra N. Kaul)
- Comptroller and Auditor General of India
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