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INTRODUCT ION

1. In June, 1977 the Government cf assam, entrusted
the Mational Institute of Public Finance and Policy
(NIPFP) with the task of undertaiing 1 survey of the
important taxes levied by them, with 2 view to evalu-

ating the strength ind weiknesses of the svystem.

Za The terms of reference of the study were as
el

i) the study would cover all State taixes
except the land revenue and muncipal
taxes;

ii) the following aspects of the tix system
would be covered:
(a} trends in the growth of individual
taxes over the last 15 years:

(b) analysis of measures to mobilise
additional resources;

(c¢) relationship between the growth of
tax revenue and related economic
variables; and

(d) income elasticity of State taxes.

iii) an assessment of the burden of State tix=-
ation and measurement of relative tax
effort;

iv) for each tax, study of the base, coverage
and the rate structure as well as an
economic analysis of the effects of the tax,
where necessary, and an assessment of the
operational and administrative machinery.

3. The work on the project commenced early in august,
1977. From that time till about the end of January, 1978,
the camp office of the Institute was established in
Gauhati. 4Apart from the permanent staff stationed at
Gauhati, various members of the study team including the
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Director wvisited the capital at different times, some

of them méking more than three trips. During these
visits, the members of the team had intensive discussions
and consultations with officials of the Taxation Departe
ment as well as with other Govermnment officials.

4 A detailed questioﬁnaire on major State taxes

was sent to important Chambers of Commerce, Trade
Associations and also to the Sales Tax Bar ..ssociation.
This questionnaire sought to elicit the views of the
respondents on various detailed aspects of the several
taxes with which they were respectively connected. &
separate questionnaire in respect of organisational set
up and administrative procedure was prepared and sent to
the concerned departments. #Although the general ques-
tionnaire on State taxes was sent to as many as fifty
organisations, we did not receive more than two dozen
replies, The list of organisations which favoured us
with replies are given in the Appendices.

5 The eliciting of information through the written
questionnaire was supplemented by taking oral evidence
from the representatives of a number of organisations.

Ce We wish to express our sincere thanks to the Gover=-
nment of Assam and, in particular, to the officials of
the Finance and Taxation Departments, for the hospita=-
lity and courtesy extended to us during our stay in
Assam. We also wish to place on record our deep
appreciation of the help and encouragement given by
Shri P.H. Trivedi, Financial Commissioner of Assam.
Indeed, it is no exaggeration to say that without his
initiative, sympathetic co-operation and kind assis=-
tance this study would not have been ﬁossible. We are
greatly indebted also to the Commissioner of Commercial
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Tax-»s who had regquest:d all the officials in his @epar-

tment to extend their co-operation to the Study team.

7. among the parsonnel of the derartment, the S:zudy
team darivad thz gr:at:st ban:fit and help from Shri

&.H. Chaudhary, Assistant Commissicner {(Laws) Commercial
Tax:s, who was th2 Liaison Off ic:r £or the Institut:2

for the purposes of this Studv. W2 are greatly indebt:d
to him for giving us generously his rich and detailed
knowledge of the legal crovisions of the different Acts
and of the rulas framed thereunder. We shall be failing
in our duty if we do not place on record the help we have
received from Shri A.H. Rasul, Deputy Commissioner, Comme
ercial Taxes, who extend:d several facilitiess including
accommodation to the Study team. Shri R- N. Sarma,
Assistant Commissioner (Statistics), was mainly respon-
sible for getting the requisite data collactad =2ven . from
old dusty files and compiling them for our use. Last

but not least, we wish to thank Shri J.N. Sarma, Director
of the Directorate of Economics and Statistics, who made
available to us a large amount of information on the
economy of the State and also su;plied us with the studies

that have be2n carried out at the Diractorate.

We also received help and information from several
chambers of commerce, trade associations-and individuals.
We were able to better appreciate the view point of the
taxpayars because of the co-operation we receivad from
public. In this connection, we would like to specially
mention the help we received from Shri B.P. Saraf, Advocate,
High Court and President, the Federation of North East
India Chambers of Commerce and Industries.



I. GENERAL ECONOMIC BACKGROUND

T Introduction

1.7.1 The State of Assam is situated at the periphery
of India and is endowed with rich natural resources.

The total area covered by the State is 78,523 sq. kums.
The area under forest, accounting for 28,500 sq. kms.,
forms around 36 per cent of the total area of the State.
The State comprises ten districts, viz., Goalpara, Karbi
Anglong, Sibsagar, Kamrup, Darrang, Dibrugarh, Cachar,
Lakhimpur, Nowgong and North Cachar Hills,

1.1.2 According to the 1971 census, the total popula-
tion of Assam was 1.46 crores and the density of popula-
tion was 186 per sqg. km. The population in the State
increased by 23 per cent during the decade 1961-71. This
high growth rate is caused not by biological factors al-
one. The influx of refugees and migrants from neighbo-
uring States coupled with inflow of labourers are also
important factors contributing to the rapid growth of
population. The sex ratio is in favour of males who con-
stitute 53 per cent of the total population of the State.

1.1.3 The urban population of the State (13 lakhs) forms
9 per cent of the total population, as against 19.9 per
cent for all-India. The total number of persons in the
working force in the State was 40.88 lakhs in 1971, which
is 28 per cent of the total population of the State as
against 32.9 per cent in India as a whole. The population
of scheduled tribes was 1.61 lakhs which constitutes

about 11 per cent of the total population. Thus, Assam
has the responsibility of looking after a relatively

large size of tribal population within its borders.



2. Trends in State Income or State Domestic Product(SDP)l/

1.2.1 During the period 1960-61 tc 1975-76, the Wet
National Product (UNP) and the per capita income of India
both at current prices, increasel relatively more than
the SDP and per capita SDP of Assam. However, the situ-
ation is slightly different waen they are mecasured at
constant prices. 7Per capita SDP of Ascam increased by
0.9 per:cent from E.251.% to R.297.9 during this period,
while the per capita income in the qountry rose 0y 1.1
per cent from £.29%3.2 to k.348.8. The SD? of Assam mea-
sured at 1948-49 prices increased relatively more than
the NNP of India, but the per capita income of Assam
increased at-a relatively slower rate than that of India
as a whole, This is due to the faster rate of growth

of population in Assam than in the country as a whole.
Broadly speaking, one might conclude that the trend in
the SDP of Assam is not significantly different from
that of the WNP of India. However, one must note that
the per capita SDP of Assam at current prices was only
fs.850.5 in 1975-76 as against the all-India per capita
income of %.1908 in the same year (Table A.I.1., A.I.2
in Statistical Appendix).

Sectorwise contribution bf oDP

1.2.2 In order to analyse the relative importance of
different sectors, it is necessary to consider the esti-
mates of State income by industrial origin and their

1/ ©SDP is used throughout to mean net State Domestic
Product at :factor cost at current prices unless
otherwise specified.
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contribution to SDP (Table I.1).

TABLE I.1
Sector wigse Contribution to et State
Domestic Product at Factor Cost
( at 1948-49 prices )

Per cent contribu- Per cent per annum
tion to SDP rate of growth of
sectoral SDP for
Sector 1960-61 1975-76  the periocd 1960-61
to 1975-76
Agriculture 56.42 43.46 2.59
Manufacturing, '
mining and 19.68 23%.61 4.91
construction
Commerce, trans-
port and commi- 13.11 13.92 4.08
nicgtion
Other services 10.79 19.01 7.54

Source: Government of Assam
(Feb. 1977), Direct-
orate of Economics
and Statistics Esti-
mates of State Income
of Assam.

1.2.3 Among the different sectors, agriculture has grown
at the lowest rate, and its contribution to SDP when mea-
sured at constant prices has declined during the period
1960-61 to 1975-76. The service sector has grown at the
highest rate, and it ie noteworthy that manufacturing,
mining and construction have increased their share in

SDP. This would indicate that the State is gradually
getting industrialised and its economy is getting modern-
ised. Nevertheless, the predominance of agriculture and



agricultural incomes has not changed in terms of their
relative claim on total output. TFor, in current prices,
SDP from agriculture grew at the highest rate of 10.8
per cent and its relative share in SDP increased during
the periocd 1960-61 to 1975-76. Thus, in so far as tax-
ation depends on incomes at current prices and in so
far as agriculture is difficult to tax, changes in the
econony cannot be said to make too much difference to
the capacity of the Government to raise taxes.

3. Analysis of the Msjor Sectors of the Econorny
Agriculture

1.5.1 The agricultural sector in Assam currently con-
tributes 60 per cent of the SDP. Rice, jute, tea, potato,
sugarcane, oil seeds and wheat are some of the important
crops of the State. The production of rice, wheat, sugar-
cane, potato and tes have increased but that of pulses

and jute has declined, The area under the crops like
rice and wheat has increased. However, the area covered
by other crops has either remained constant or declined.
The yield rates per hectare of crops such as wheat, maize
and sugarcane have increased, but for the rest of the
crops, the yield rates have either remained the same or
declined (Table A.I.3).

1.3.2 The rice and wheat wholesale trade was taken over
by the Government in November, 1973. The Assam State
Co-operative Marketing and Consumers Federation and the
Food Corporation of India are the two agencies looking
after the work of procurement of rice and wheat. This
well knit organisation for the procurement of paddy had
enabled the State government to levy a purchase tax on



paddy. However, with the abolition of controls on the
movement of grain, privote trade in paddy and rice has
resumed.,

1.3.3 The SDP from tea cultivatlion has increased from
Bs.33%.7 crore to %.14C0.2 crore during the period 1960-61
to 1975-76. But ite contributicn teo SDP has remained
more or less constani around 10 per cent. Ia 1973,
there were 751 teés gardens in Assam as compared to
13,117 for India as a whole. The grea covered by tea
gardens in Assam is 1.86 lakh hectres out of the total
of 3.61 lakh hectarss in India. Thus, the share of Assam
in tea acreage in the country is 51.5 per cent and it
accounts for 55 per cent of the total tea production

in India. In 1973, the average yield per hectre in
Assam was 1,353 kilograms, which was higher than the
ngtional everage yield of 1,309 kilograms per hectare.

1.%3.4 The share of forests in the SDP of Assam was
zbout 2 per cent in 1975-76. It provides a variety of
products such as timber, cane thatch, bamboo and agar-
wood which are suitable for the manufacture of hard
boards, insulation boards, plywood, particle boards,
railway sleepers, etc. Many schemes for the forestry
sector are underway towards producing a change in the.
forest economy with special emphasis on the creation
of large scale economic plantations to meet %the growing
demand of the forest based industries. These forest
based industries employ a large number of skilled and
semi-skilled workers on a regular basis. Sal and teak
are the two varieties of wood which provide the raw
material for the important forest-based industries ref~
erred to above. The other forest-based industries are
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logging, match manufacturing and paper manufacturing.

1.3.5 Forestry is also an important source of Govern-
ment revenue, for its gross contribution tc¢ tihe State
revenue was 5.510 lakh in the year 1974-75.

Industry

1.3.6 The change in the composition of SDP at coanstant
prices indicates that tihe industrial sector has grown
gradually during the period 1960-61 to 1975-76. Since
the State was reorganised in 1369-70, it would be use-
ful to discuss the nature of industrial productioir after
1971. The industrial production index (base 1970=100)
rose from 103.57 in 1971 to 117.88 in 1975; giving a

14 per cent rise in the industrial production (Table A.I.4)
in four years, i.e., an average of 3.5 per cent per annum.
This at 2 rather low rate of growth of industrial pro-
duction.

1.3.7 The major industries in the State are tea, ply-
wood and jute textiles. Besides these, the other indus-
tries are petro-chemical, fertilizer, sugar, paper, cement,
aluminium and sawing and planning of wood other than ply-
wood. The tea industry plegys an important roie i the
State's economy. It is a labour-intensive industry and
provides employment to about 4 lakhs of people accounting
for 9 per cent of the total employment in the State.

1.3.8 The poor 8tate cof industrialisation of the State

can be ascribed to many reasons. The State is character-
ised by hilly areas. The infrastructural facilities like
motorable roads and power generation are inadequate. An-
other important reason is that the corporate sector is
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mainly in the hands of immigrants who tend to take the
profits out of the State. In Assam, the rural popula-
tion accounts for 91 per cent of the total population.
Also, the literacy rate is low and has shown only a
marginal rise during the decade 1961-71 from 27 ver
cent in 1961 to 28.1 per cent in 1971. These are some
of the factors accounting for lack of indigenous entre-
preneurship.

Mining
1.3.9 Petroleum, natural gas and coal are some of the
important minerals found in the State. Assam produces
about 50 per cent of the total crude oil production in
the country. The production of crude oil in the State
which was 3,542 thousand tonnes in 1971 increased to
4,187 thousand tonnes in 1975 due to intensive explor-
ation conducted on a priority basis. Presently, there
are two refineries operating in the State - one at Dig-
bhoi and the other at Gauhati. The third refinery at
Bongaigaon is under construction. Assam also produces
natural gas and its production has been going up in recent
years. In the case of coal also, the production is in-
dreasing though it accounts for only 0.6 per cent of the
total coal production in India. Coal deposits are mainly
located in the districts of Sibsagar, Lakhimpur, Dibru-
garh and some parts of Goalpara and Mikir Hills. Lime-
stone deposits are mainly concentrated in Karbi Anglong
District.

4, Land Utilisation

1.4.1 For effective and efficient planning for agricul-
tural development, operational holdings which are the
fundamental units of production plgy an important role.
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There are 19.64 lakhs of operatiocrnal holdings in the
State.l/ Their average size is only 1.47 hectares which
is very small as compared to 2.30 hectares for India as

s whole (Table 1.2).
TABLE 1.2

District wise Distribution of
Operational Holdings, 1370-71

Number o oper— Zotal area Average

ational hold- opecrated gsize of
District ings . ( lakh holdings
( lakhs) hectares) ( hectares)

Dibrugarh 1.40 2.73 1.95
Sibsagar 2.22 4,05 1.83
Nowgong 2.37 3.10 1.30
Lakhimpur 1.13 1.90 1.69
Darrang 3.51 4,16 1.19
Kamrup 3.87 5.29 1.36
- Goalpara 2.90 4.16 1.44
Cachar 1.81 2.67 1.47
Total plains 19.20 28.05 1.46
Karbi Anglong 0.35 0.64 1.80
North Cachar Hills 0.09 0.14 1.56
Total hills 0.44 0.78 1.76
Assam 19.64 28.83 1.47

Source: Government of Assam,
(1970-71), Directorate
of Economics and Sta-
tistics, World agricul-
tural census, Assam.

1/ Government of Assam (1970-71). World Agricultural
Cens.s, Assam, Gauhati: Directorate of Economics
and Statistics.
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A large number (about 57 per cent) of the total cper-
ational holdings have area below cne nectare, and account
for less than a fifth (18 per cent) of the total operated
land (Table 1.3).
TABLE I.3
Percentage of Operational doldings below the
Specified Size and the Percentage of Area Covered

Size of operstional Percentage of Percentsge of

lioldings number of the total area
holdings covered

Below 1 hectare 57.04 17.67

Below 2 hectares 80.79 40.62

Below 3 hectares 90.42 56.56

Below 5 hectares . 97.04 7%3.59

Below 10 hectares 99.60 84.94

Source; Same as for table I.2.

Irrigation

1.4.2 As Assam falls under a heavy rain fall zone,

and more than 70 per cent of the rainfall is concen-
trated during the monsoon period, the State is con-
fronted with two opposite phenomena occurring alter-
nately-floods during the monsoon scason and drought during
the winter season. In order to produce more rice, tie
emphasis has becen laid on full command arca development,
and also on tapping the ample ground water resources
available in the State for irrigation. Most of the irri-
gation facilities are concentrated in minor irrigation
projects as well as in power pump irrigation. Upto
197374, irrigation potential for an area of about 2.18
lakh hectares was created of which only 1.16 lakh hectares



- 90 -

could be utilised. In 1970-71, *the tobal -rea irvigated

was 2.06 lakh hectares which formed onl y 8

the net cultivated arcea, Out of tao2 total irrigated area,

per cent of

\r‘ ]( 3 N -y - > r‘. 3 A - .
1.85 lakh hectarces were Zrrigated OV menns of - rceanuals

and-the rest by otier means.

5 Trade Pattern

1.5.1 Available statistics of raoil and rowd-borne brade
indicate tnat the commedity flows into and
are more or 1l¢ss balancad at the level of zbo 3, 200

cror¢ annually. A similar conclusion is revesled also
LPABLS I.4

Commodity end Monetary Ianflew and
Outflow ir. Assam, 1968-69

(k. crore)

1. Estimated outflow

G. Total commodity outflow 200
(29)
b. Total monetary outflow 163
4
{23)
2. Estimated inflow
a. Total commodity inflow 200
(29)
b, Total monetary inflow 100
(14)
Figures within parentheses source: Government of Assam,
indicate per cent of %otal (1973). Draft Out-
income. line Fifth Five

Year Plan., Assam.

by a team of experts spomsored by IDBI. There is a re-
gular outflow of monetzry income also from Assam. The
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monetary cutflow relates to the remittances by the sca-
sonal znd semi-permenent immigrant workers as well as to
transfer of profits carned in incustry, commerce, etc.

It has been estimated that this outflow amounts to about
Bs. 130 crore annually. Besides, there is a net outfiow

of funds through savings mobilisation. The excess of
bank deposits over bank credits in Assam was over k.26
crore during 1963-70. As against this, the capital flow
into Assam, i.e., the transfers through the Central gover-
nment budgetary trznsfers was of the order of k.70 crore
in 1968-69, and other investment flows werce placed at
around fs.30 crore per year. Hence, the monetary outflows
exceeded the inflows by Is.63 crore,i.e., by 9 per cent

of the State income. For 1968-69, the commodity and mone-
tary inflow and outflow was of the maguitude as given in
table 1.4.

6. Infrastucture

Power

1.6.1 In spite of the fact that 40 per cent of the coun-
try 's hydel potential is in the North-Eastern Region, Assam
remains a backward State in the field of power generation
and its use. Per capita consumption of electricity in
Assam is one of the lowest in India, 26 kwh as against

101 kwh for India (Table I.5). From 1970-71 to 1374-75,
electricity generation grew at the rate of 11.8 per cent
per annum, and its consumption st the rate of 11.4 per
cent per annum. (This gap batween the generation and
consumption of electricity is of course duc to the loss

of electricity during the transmission process).
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1.6.2 The pace of rural electrification is very slow

in Assam. Upto March 31st, 1975, only 1516 villages

out of the total of 21,995 villages of the State had beecn
electrified. Thus, electrificd villages sccount for

only 6.9 per cent of the total villages of the State.
Presently, the power consumsd for irri:ation purposcs

TALLE 1.5
Per Capita Consumption of rlectricity

{kwh.)

Year Assam India
1960-61 ' 4 38
1965-66 8 61
1970-71 14 90
1971-72 25 94
1972-73 28 96
1973-74 26 98
1974-75 28 99
1975-76 26 101

bource: Government of Assam,
Directorate of Economics
and Statistics, Sta-
tistical Hand Books
(1960 to 1275).

is less than 1 per cent of the total consumption of elec-
tricity of the State. The use of power for agricultural
development was given little attention, for, it was beli-
e¢ved that the State did not need much of irrigation
facilities due to abundant rainfall.
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Transpcrt
1.6.3 As far as transport is concerned, railways serve
as the main communication link between Ascsam and the rest
of India. They serve as the gateway to its neighbouring
States of Meghalgya, Manipur, Nagalandl and Tripura and
the Union Territories of Arunachal Pradesn and Fizoram.
Presently, the Stale hgs a raiiwgy route length of
2,93%3.65 kilometres cut of which only 105.22 kilometres
are brecad gauge. Assam accounts for only 3.9 per cent
of the total railway route length of the country. Since
rzil transport:cemmoct reach the interior hill areas,
they are entirely dependent on roads.

1.6.4 The kilometrea.e of motorable roads per 100 sq.
kms, of ares in Assam (i.e., the intensity of roads) was
very low, i.e., 18 as comuared to the all-India intensity
of 29 in 1968. The position of surfaced roads is even
worse, The village roads are usually of poor quality.
These are neither capable of taking the load of passen-
ger buses nor of heavy trucks required for transporting
village produce. For this reason, the movement of the
goods within the State is not very smcoth.

1.6.5 There are two corporations operating in the State.
They are Assam and Meghalgya State Road Transport Corpor-
ation operating in both goods and passenger traffic on
the nationalised routes of the State of Assam and Megh-
algya and Central Road Transport Corporation carrying

on operations only in goods between Assam and the rest

of India.

1.6.6 The objective of Inland Water Transport devel-
opment is to have inter-State operations between Assam



- 14 =

and the rest of India for carrying goods to facilitate
their cheaper transportaticn and tc strengthen intra-
State services to cater to the neeas of the incernal
market. Assam has about 1,983 kilometres of navigsble
waterways. Presently, there asre two public sector or-
ganisations carrying on water itransport services on a
commercial basis. They are the State Directorate of In-
land iater Transport and Centrsl Inland water Transport
Corporation. There are numerous country boats in the
private sector wiiich carry oua the traunsportation of goods
and passengers generally for short distances. Due to
their unorganised oharacter, an assessment of the wvolume
of traffic they carry is not possible.

7. Concluding Remarks

TeTe1 The conmposition of SDP shows that Assam is a
poorly industrialised State. But it is rich in natural
resources, Agricultural products, tea, petroleum and
forest products are the main contributors to SDP as well
as to State tax revenue.

1.7.2 A peculiar feagture of the economy Is that a size-
able section of the population earning its livelihood in
Assam is of a migratory nature. A substantial part of
earnings of such seasonal migrants which are saved are
not available for being ploughed back into the economy
and are remitted outside the State. Similarly, the cor-
porate sector and trade are in the hands of persons exer-
cising control from outside and whe are remitting profits
outside Assam. Such remittances are not benefiting the
econory of Assam either by wagy of additional investnents
or by other spread effects. Most of the tea output is
taken out of thne State to be sold in auction st Calcutta.
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1.7.3 Another important aspect of the econcmy is that
Asgam acts as a centre for procurement of gcods from

other parts of India %to be supplied tc¢ a number of sma-
ller States and Union Territories surrounding it. This
entrepot characteristic of the State is of considerable

gignificance,



II. REVIEW CF THE STATE TAx SYSIEM

2.0.1 In the preceding chapier, a genersl resview of

the economy of Assan has been presented. In this chapter,
it is proposed to review the tax system of the State of
Assam and analyse its salient featurss vis-a-vis other
States particuiarly the neighbouring States.

1. The State's Revenue Structure

2.1.1 The tax system of the State of Assam has under-
gone perceptible changes over time, in terms of both the
absolute and relative contributions of different sources
of revenue to the State Exchequer. Non-tax revenues con-
tributed 40 per cent of the total revenue followed by
State taxes (3% per cent) and shared taxes and grants-
in-aid (1% per cent each) in 196C-61 (Table I1I.1). Rela-
tive contributions have substantially changeda over time,
and according to Budget Estimates for 1977-78, grants-in-
aid contribute 40 per cent of total revenue followed by
State taxes (26 per cent), shared taxes (19 per cent) and
non-tax revenue (15 per cent). In otaer words, the place
of non-tax revenue has been taken by grants-in-aid. This
change amply demonstrates the increased dependence of the
State on the Centre for financial resources. More than
half of the revenues of the State are derived from the
Centre. A comparison with all-States position indicates
that on an average the States' dependence on the Centre
is much less than in the case of Assam and that the re-
lative importance of their own tax revenues has increased
slightly. In the combined revenue structure of all States
including Union Territories, between 13960-61 and 1976-7 ;/

1/ Revised Estimates for 1976-77.
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the share of States' own tax revenues increased from
44 per cent to 47 per cent and that of grants-in-aid

TABLE II.1
Overall Revenue Structure of Ascam

(8. lakh)

State Shared Non-tax Grants- Total

Year taxes taxes revenue in-aid revenue

1960-61 1201 483 1441 475 3600
(33.36) (13.42) (40.03)  {13.19)

1965-66 2101 910 872 2581 6464
(32.50) (14.08) (13.49) (39.93)

1970-71 2476 1789 1129 4725 10119
(24.47) (17.68) (11.16)  (46.69)

1971-72 2885 - 2226 1164 5483 11758
(24.54) (18.93) (9.90)  (46.63)

1972-73 3106 2486 1443 4576 11611
(26.75) (21.41) (12.43) (39.41)

1973-74 3346 2650 1449 3963 11408
(29.33) (23.23) (12.70) (34.74)

1974-75 3845 3194 1835 8096 16970
(22.66) (18.82) (10.81) (47.71)

1975-76 5884 4157 2520 7840 20201
(29.13) (20.58) (11.48) (38.81)

1976-77 5661 4220 2526 8180 20587

(R.E.) (27.50) (20.50) (12.27) (39.73)

1977-78 6057 4464 3522 9193 23236

(B.B.) (26.07) (19.21) (15.16) (39.56)

Figures within parentheses indicate Source: Government of

percentages of total revenue.

Assam, Budget

Documents.

and shared taxes (together) increased@ from 38 per cent,
non-tax revenue fell from 18 per cent

whereas that of
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Overall Revenue Structurc of States
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TABLE II1.2

It is

also seen that for
the States taken together the share of grants-in-aid hss

(A1l States including Union Territories)

| (Rse lakh)
States' ‘ Non Grants and Total
own tax Shared tax other con- revenue

ﬁear _ revenue taxes revenue tribuiions

1960-61 45490 16835 18810 23001 104136
(43.68) (16.17) (18.06) (22.09)

1965-66 86092 27600 33478 39545 186715
(46.11) (14.78) (17.93) (21.18)

1970-71 154562 75562 53526 58586 342236
(45.16) (22.08) (15.64) (17.12)

1971-72 170275 94210 57245 88163 409893

- (41.54) (22.98) (13.97) (21.51)
1972-73 193086 106140 64826 95072 459124
- (42.06) (23.12) (14.12) (20.71)

1973-T74 231902 116243 70824 96960 515929
(44.95) (22.53) (13.73) (18.79)

1974-75 290131 122850 77757 109639 600377
(48.32) (20.46) (12.95) (18.26)

1975-76 357294 159912 96625 133645 747476
(47.80) (21.39) (12.93) (17.88)

1976-77 399582 165729 116531 167648 849490

(R.E.) (47.04) (19.51) (13.72) (19.74)

Figures within parentheses

Source:Government of India,

indicate percentagesof total

revenue,

been constant around 20 per cent.
point to note is that in the all-States' picture, the

Ministry of Finance,
Indian Economic Sta-

tistics: Part 1i-

Public PFinance

The most significant
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share of States' own taxes has incrcased and is now 47
per cent, while their share in Assam has fallen and is

now much lower than the all-Stztes' average, at 26

per cent.dé/

2.1.2 A comvarison of Assam's revenue giructure with
those of neighbouring otstes may be more neaningful.
For this purpose, we have ~hosen RBihar, Orissa and West

(.,_
0]

Bengal. 1n¢ sharc of State taxes has also falien in all

these three asighbouring States (lable A.IT.1). Dub
the percentage fall hes been mucn less than in Assam.
Also, it is seen that the ratio of State taxes in Assam
is higher then in Orissa, but much lower than in Bihgr
and West Beungal. On the other hand, the share of grants-
in-aid from the Centre has been much higher in Assam.

This is because proportionately more grants-in-aid have
been given to Assam on account of the large undeveloped
regions that have been historically part of Assam., 4s
regards the ratio of own tax revenue to total tax revenue,
there has been a decline in it in all the neighbouring
States (Table A.II.1). The relative decline, however,

has been much smaller in West Bengal and Orissa than

in Bihar and 'ssam, indicating that the relative growth
of non-tax revenue lggged behind much more in the latter
two States. '

2.1.3 Thus, not only in relation to the all-States
average, but also in comparison with the situation in
the neighbouring States, there has been a marked decline
in the importance of own tax revenue in Assam.

2. changes in Composition of Tax Revenue

2.2.1 Among the State taxes a certain structural tran-
sformation of the relative roles of different consti-



tuents is evident frow the data nregented in Table I1I.2.

of the gencral

s

ficant soarce cf rovenus, bub ity eictive contribution
has increascd from 25.% ver cunt oi oohl Stete tax
revenue in 1960-61 to 44.6 per cwo o i 570-77. Ls of

1976-77, within the sales tax sy, tno gensrsl sales
e

per ceut aund sales tax on motor spirit 11
The relative roles of tahe general sales tax and the
Central ssles tax have increased greatly, because their
shares in State tax revenue in 1J)6C-61 were only 15 per
cent and 0.2 per cent respectively. The relstive con-
tribution of the general sales tax was the highest (36
per cent) in 1971-72. The decline in. its share since
then is due to the sudden increase in revenue collections
from the agricultural income tax. The saare of agri-
cultural income tax, which was around 28 per cent in
1960-61, declined to 8.6 per cent in 1970-71, but again
rose to a record 27.6 per cent in 1376-77, exceeding

the share of even the general sales tax., The steep rise
in revenue from the agricultural income tax has been due
to a sudden spurt in tea prices causing an abnormal rise
in the assessed income of tea companies. This is perhaps
a temporary phenomenon. It would still be true to sgy
that the sales tax group occupies the central place in
the overall tax structurc of the State.

2.2.2 As regerds other State taxes, some have more or
less maintained their proportionate contribution, while
the rest hove significantly declined in fiscal signi-
ficance. Taxes in the former category are the profession
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tax and stamp duty and registration fee among direct
taxes and the passenger and goods tsx, motor vehicles
tax, entertainment tax and electricity duty among in-
direct taxes. During 1960-61 - 1276-77, the contri-
bution of the profession tax varied between 0.8 per
cent and 1.1 per cent; of the passenger and goods tax
between 0.9 per cent and 3.4 per cent (leaving aside
the abnormal figure of 13.7 per cent in 1961-62); of
the motor vehicles tax hetween 4 per cent and 6.9
per cent; of the entertainment tax between 2 per cent
and 3.9 per cent; and of the electricity duty between
0.1 per cent and 1.1 per cent. Taxes in the latter
category are land revenue and State excise. The share
of land revenue which amounted to 20.9 per cent in
1966-67, slumped to 6.3 per cent of the revenue from
State taxes in 197f,-77; and the share of State excise
from 16.2 per cent in 1960-61 to 5 per cent in 1975-76
and 6.1 per cent in 1976-77.

2.2.3 As of 1976-77, the various Sales taxes and the
agricultural income tax brought in nearly 72 per cent of
the total revenue from State's taxes in Assam. Land
revenue and State excise brought in about 6 per cent

each, while all the other taxes yielded less than 5 per
cent each, of total State taxes. In 1960-61, per contra,
land revenue and State excise were important providers

of revenue and the combined share of the agricultural
income and sales taxes was only 46 per cent of the total.
Thus, there has taken place a polarization of the sour-
ces of tax revenue in Assam, and the State is now largely-
one might even say, unduly - dependent on just two main
sources; sales taxes and the taxation of leultural
income from tea plantations.

--------
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2.2.4+ A comparison of the tax structure of important
eastern States indicates certain intercsting differences
as between the tax structure of Assan and those of its
neighbours (Table A.II.5). Whereas, in the neighbouring
States, the agricultural income tax contributed less than
1 per cent of their own tax revenue, it brought in more
than 10 per cent in Assani, even beiore the abnormsl rise
in the price of tea. With the spurt in tea prices, the
share of this tax in assam rose to 22 per cent in 1975-76
and 27.6 per cent in 1976=77. (Table A.II.k) It is also
noticed that State excise, the motor vehicles tax, the
passenger and goods tax and stamp duty and registration
fee brought in higher percentage of revenue in the nei-
ghbouring States than in Assam. In fact, their combined
share (as of 1975-76) was 31.6 per cent in Bihar, 27.9
per cent in Orissa and 26.6 per cent in West Bengal,where-
as,the corresponding percentége in Assam was only 1k4.5.
As regards the sales tax group, winile in Assam it con-
tributed 46.2 per cent of total State taxes, its share

in Orissa and West Bengal was much higher and even in
Bihar it was more than 50 per cent. If we take the gen-
eral sales taxXx alone, then the difierence between Assam
and the other States is even larger. The difference in
respect of the sales tax group as a whole is narrowed
down largely because of the greater share of the sales
tax on motor spirit in Assam.

2.2.5 From the above facts, we may legitimately derive
the conclusion that although sales taxes play a somewhat
smaller role in Assam than in the neighbouring States,
their tax structures are more diversified than that of
Assam. In comparison to other States, there has been
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a higher rate of growth of Jentral sales tax in Assam,
1zre increasing from orly 0.2 par cent in 1960-61

to 11,3 per cent in 1975-76. In rov to salas tax
o

r spirit, whereas in othor States it constituted

less than 5 per cent, it contributid to the order of
11.2 per cent in Assam. On the othor hsnz, the vassenger
and goods ftaxXx has grown in importance in other States

3. Anzalvysis of Growth in I'sx Revenue

2.3.1 The analysis of the growth in tax revenue in
Assam 1s made on the basis of four indicators: buoyancy,
elasticity, marginal tax rate and compound growth rate.
In the first place, a comparative analysis of the growth
in tax revenue in Assam vis a vis the all-India average
and of the States in the eastern region is made for the
tax system zs a whole, as well as for its direct and
indirect tax components. Later, the analysis is extended .
to individual State taxes and finally to the revenue
mobilised by additional tax m=asures.

2.3.2 In terms of each of the four indicators used to
measure the growth in tax revenue in Assam, the State
taxes fare poorly as compared to the average all India
performance, as well as the performance in the three
other major States in the eastern region, namely, West
Bengal, Bihar and Orissa. This is true not ouly for all
State taxes taken together, but also in most cases, for
direct and indirect taxes taken separately. The dis-
parity in performsnces is particularly glaring in case
of the State indirect taxses.
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Buoyancy and elssticity cocfficientsl/

2.3.3 The buoyancy and elasticity coefficients of
Assam's tax structure for the perioc 19A3-64 to 1975-76,

-

at 0.81 end .7 , are significantly lover than tie all-

India averases of 1.26 and 1.05 respectively (iahble A.II.6,.

Bven as comgsared to the buoveaniy « .G eliesticities of

-

state taxes of three major Statees iy the eastern region,

Assam's are low, infact, tu are i loweslt aqong the

Ay
(e

1

States compared. While in Lhe 2e5¢ of West Bengal and
Orissa, buoyancy of the tax structure is grester than
unity (1.13 and 1.08), in Bihar it is almost unity (C.96).
In the case of elasticity, of course, the coefficicnts
are less than 1, but are yet higher than in Assam.

2.3.4 The low buoyancy and elasticity coefficients
indicate that Assam's tax structure is not only highly
inelastic, but also that the revenue collections did
not kcep pace with the growth in the State's income,
The coefficients show that for every increase in State
income by 1 per cent State taX revenue increased by 0.081

1/ The messure of clasticity gives the percentage auto-
matic change in the yluld of the tax in response to
a oneé per cent change in national/Sta tc income or othbr
relevant base. In the relation log T*= log a + b* log
Y, where T = series of*hypothotlc(l ttX revenue at
the base year rate, b~ denotes the elasticity co-
efficient. Buoyancy refers to the percentage change
in the actual yield of the tax for a one per cent
change in national/State income or other relevant
base. In other words, the buoyancy of the tax

b= &L Y ynere AT denotes change in tax revenue
and AY changec in SDP, both in absolute terms.
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per cent and would have increased by only 0.7 per cent
in the absence of discreticnary changes.

2.3.5 Direct taxes in Assam, relative to indirect taxes,
are not agnly less buoyant but also less elastic. This
trend is similar to the all-India pattern, though the
elasticity and buoyancy coefficients in Assam, both for
her direct tax structure and incirect tax structure, are
all }ess than unity. The buoyancy and elasticity coeff-
icients of indirect taxes in Assam are for instance, 0.97
and 0.84 (as against the all-Indio averages of 1.22 and
1.17) while those of direct taxes are 0.52 and O.45 (as
against the all-India averages 0.62 and 0,49).

2.3.6 It is interesting to note that the differences
between the elasticity coefficients in Assam and the co-
rresponding all-India averages are substantially lower
for direct taxes than for indirect taxes, showing the
extent to which the coefficients could be improved, if
the all-India averages are taken to be a good ideal to
achieve. The elasticity coefficient for direct taxes in
Assam 1s 91.8 per cent of the all-India average, compared
to 71.8 per cent for indirect taxes.

2.3.7 As in the case of Assam, in the other major Sta-
tes in the eastern region also, direct tax structures are
less buoyant and less elastic compared to their own in-
direct tex structures. Indirect taxes are highly buo-
yant in West Bengal, Orissa and Bihar (not in Assam),
and fairly elastic in Orissa (1.0%), and Bihar (0,98)
but inelastic in West Bengal as also in Assam.
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Compound growth rates and marginal tax rates

2.3.8 The buoyancy and elasticity coefficients are
closely linked with the compound growth rats of tax
revenue as well as the marginsl tzax rate with respect
to SDP. While the former reveals now {zst the tax re-
venue from existing as well as new tax megsures are gr-
owing over time, the latter shows the proportion of
additional State income that is captured by the State
tax system.

2.3.9 In the case of Assam, both these rates are sub-
stantially lower than the all-India average; they also
do not compare favourably with the figures for the
neighbouring States. This is true for all State taxes
taken together and for State indirect taxes. In the
case of State direct taxes, however, the situation in
Assam is somewhat better.

2.3.10 Assam was able to caputre, on an average, only
Bs.2.79 as tax revenue through its State taxes (K.2.01

" through indirect taxes and B.0.78 through direct taxes)
of every increase of R.100 of SDP during the period
1963-64 to 1975-76. <The rate is just 45.7 per cent of
the all-India average of fs.6.10 per R.100 and lower than
what the neighbouring States could achieve.

2.3.11 The annual compound growth rate of tax revenue
in Assam was significantly lower than in the neighbouring
States as well as the all-India average. Over the period
1963-64 to 1975-76, the compound growth rate of tax
revenue in Assam at 8.7 per cent works out to 62.6

per cent of the all-India average of 13.9 per cent.
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In line with the all-India trend i1y was the slower gro-
wth in direct tax revenue (5.4 per cent; that led to the
lower overall average, because the growth rate of indirect
tax revenue was higher (10.6 per cent).

TABIE 1I.3

Astimates of Buovancy of Tax Revenuss of Bastern vtates

(1963-64% to 1975-76)

Tax assanl/ Binar? orissa gz;gal
Agricultural income tax 0.58 -0.33 0.38
Land revenue 0.33 0.11  =0.99 Outh
Profession tax 0.98
Stamp duty and regis-
tration fee 0.88 0.79 1.08 0.86
Somirel sades tax 9 TR 146 125 133
Motor spirit tax O.74 0.48 1.29
Motor vehicles tax 0.61 1.073/ 1.06&/ 0.65
Passenger and goods tax O0.45 1.43 1.835/ 2.30
Entertainment tax 1.26 1.26 1.38 1.48
State excise C.35 0.98 1.00 1.89
Electricity duty 1.#69/ 1.26 1.54% 0.67
1/ including Meghalaya 4/ 1968-69 to 1974~75
2/ 1963-6+ to 1974-75 5/ 1969-70 to 1975-76
3/ 1963~-6% to 1973-74 &/ 1965-66 to 1975-76.

2.3.12 The foregoing analysis show that Assam's taX
structure was not able to mobilise g large proportion
of the addition to the State's income; the growth rate
of her tax revenue was much below that of her income.
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Both these factors resulted in the Llow buoyancy and
elasticity of the State tax system.

Individual taxes

2.3.13 Among the individual taxes in Assam, the general
sales tax and the Central sales tax, electricity duty
and the entertainment tax were higiily buoyant. All but
the last were also elastic and ths zntertainment tax

had an elasticity near unity. They were generally higher
than in the other major eastern States (rable II.3 and
II.4). The high coefficients could be due to among other
possibilities, the rapid expansion of coverage and im=-
provements in the collection machinery, as a result of
monetisation of the economy, growth in trade, electri-
fication programmes and general urban and rural deve-
lopment.

2.3.14 Among these three buoyant and elastic indirect
taxes, the highest coefficients are of the electricity
duty (buoyancy 1.46 and elasticity 1.29). Next comes
the general and Central sales taxes (btuoyancy 1.34% and
elesticity 1.26), followed by th: entertainment tax
(buoyency 1.26 and elssticity 0.98.

2.3.15 The buoyancy and elasticity of Assam's sales
taxes are higher than those in West Bengal, Bihar and
Orissa. In the case of electricity duty, Assam ranks
second after Orissa in regard to both, the buoyancy and
elasticity coefficients. The buoyancy of the entertain-
ment tax is higher in West Bengal and Orissa as compared
to Assam and Bihar, where they are identical, but as
regards elasticity, Assam follows Orissa and Bihar, and
is ahead of West Bengal.
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2.3.16 Among the other Gtate taxes, the profession tax
is fairly buoyant (coefficient bein; (.98) but not elastic,
and the group of stemp duty and vegictration fee is fairly
buoyant as well as fairly elastic (tne coefficients being
TABLE I1.L
Dstimptes of Hlssticity of Teax Rev:vics of Gastern Stales
(1963-64 = 1575-76)

; ;/
fax Azsam Bihard Orissa  West
Bengal
Agricultural income tax G.47" 0.217
Land revenue 0.26" -0.70* |
Profession tax 0.77
Stamp duty and regis- 0.84 C.64 1.06 0.56
tration fee
General sales tax ) 1.26 1.01 1.08 0.85
Central sales tax )
Motor spirit tax © 0.53 -0.95* 0.26*
Motor vehicles tax ) N Y A -
Passenger and goods tax) 0.45 2.18 0.83 1.53
Entertainment tax 0.98 1.18 1.225/ 0.93
State excise . 0.26 G.81 0.99 0.70
Electricity duty 1.29%  1.11 1.46 0.37
1/ including Meghalaya 4/ 1963-64+ to 1973-74
2/ 1963~64+ to 1974-75 5/ 1969-70 to 1975-76
3/ 1968-69 to 1974-75 6/ 1965-66 to 1975-76.

* Values of 't' are insignificant at 5 per cent
probability level. All other *'t' valucs are
significant.
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.88 and 0.84). Other State taxcs in Assanm are neither

buoyant nor elastic with refercnce to changaes in incone.

These include the acricultural incowrc tax,

TABLE II.5

Elasticity, Buoyaincy ond

M pns
S it

1/

Trends—

(Salas-tax sroup)

land revenue,

Compound
Tax Blasticity Buovancy growth
rat? per
cent per
annum
1. General sales tax 1.08 1.15 12.83
(C.85) (0.87)
2, (a) Central sales tax 2.07 2.17 24,31
(0.80) (0.8%)
(b) Central sales tax 1.47 1.57 17 b
excluding Central (0.81) (0.86)
sales tax on crude
oil
3. General and Central 1.26 1.3% 14+.86
sales tax (0.91) (0.92)
4. (a) Sales tax on motor 0.53 O.74 8.21
spirit (0.51) (0.68)
(b) Sales tax on motor 0.582/ 0.93 10.59
spirit excluding  (0.26) (0.48)
sales tax on crude
oil
5. Sales tax (Total) 1.01 1.12 12,34
(3+4+) (0.97) (0.97)

1/ including Meghalayza

2/ 't' value insigﬁi icant at 5 per cent probability

level. Figure

Iparentheses are values of R2,

State excise and taxes on motor vehicles, passenger



and goods. In some of these cases, bucyancy and clasticity

coefficients are nish in the ocher msjor eastern otates even

N - . e Ta) oo ° [}
exceeding unity or approaching unity 1n Som- cases. In the
chapters on the major individual taxes, an attempt is made

to explain these findings.

Additional tax mobilisation

2.3.17 The growth in tax ravenue is partly a result of thne

TABLs II.6

Estimates of Compound Growth Rate of Tax Revenues of
‘ Bastern States
(1963-64 - 1975-76)

(Per cant_per annum)

W

Tax Assaml/ Biharg/ Orissa géigal
Agricultural income tax 6.03 -2.77 3.38
Land revenue 3.39 1.10 -1.,0k4 0.95
Profession tax 10.81
Stamp duty and regist- 9.71 7.96 11.29 7.84
ration fee
R e ma we e
Motor spirit tax 8.21 4.99 12.22
Tax on motor vehicles 6.85 16.073/ 1O.85E/ 6.03
Passenger and goods tax 4.12 14,83 250952/ 23.40
Entertainment tax 14.84% 1h,93 14,57 14,23
State excise 3.7 10.1% 10,40 8.33
Electricity duty 15.729/ 13 .04 16.07 6.29
1/ including Meghalaya b/ 1968-69 to 1974-75
2/ 1963-64+ to 1974-75 5/ 1969-7G to 1975-76

3/ 1963-6% to 1973-74% &/ 1965-66 to 1975-76,
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normal automatic growth irn revenue due to the absolute
growth in the tax base and partly s result of new tax
measures, which chan;e the taex structure. The extent
of tax mobilisation due tc the sdaitional tax measures
can be measured by the difference between the huoyancy
and elasticity coefficients.

TABLE 11.7

Role of Additiopal Tax robilisation
in Increase in State Tzz Revenue

(Rs. lakh)
Incregse Additio-Normal Addi-~. Normal
in tax nal mo- growth tion- growth
Period revenue bilisa~- mobi-
tion lisat-
ion
I (1964-65-1968-69,) 403 206.26 196.74+ 51.18 48.82

II (1969-70-1975-76) 3036 363 2673 11.96 88.04%

Source: Government of Assam,
Memoranda submitted
to Fifth and Sixth
Finance Commissions.
(Notes on Subsidiary
points and clarifications).

2.3.18 The importance of additional measures in the
increagse in total tax revenue has declined in Assam.
During the period 1964-65 to 1968-69, as much as 51.2
per cent or R.206.3 lakh of the increase in tax revenue
of Rs.4+03 lakh was mobilised through new measures and
48.8 per cent or K.196.7 lakh through normal growth
(Table II.7). The position has changed substantially
since then; for, during 1969-70 to 1975-76, additional
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measures gccounted for only 12 per cent of the increase
in tax revenue of %.3,036 lakh, ac against 88 per cent

. through normal growth.

2.3.19 Additional efforts at mobi

during the period 1964-65 to 1943-8&9 yielded .1 per

cent (Bs.206.3 lakh, of the tota: tezx revenue of B.9,996
lakh (lable A.II.8). The largest proportion of the add-
itional tax mobilisacion was accounted for by land rev-
enuc and sales tax on mobtor spirit (both 2C.4 per cent),
with purchsse tax contributing only slightly less

(19.4 per cent). These three taxes account for three
fifths of the total additional tax mobilisation. General
sales tax contributed 14.3 per cent of Central sales tax
2.3 per cent of the additional tax mobilised. Passenger
and goods tax, agricultural income tax and entertainment
tax each contributed slightly more than 5 per cent towards
the additional tax mobilisaticn. Mobilisation through
additional tax efforts as a percentage of the total add-
itional mobilisation during 1964+-65 to 1968-6G for in-
dividual State taxes ranges from C.7 per cent in the case
of State excise to 11 per cent in case of electricity

iizing tax revenue
&

duty.

2.3.20 During the period 1969-70 to 1975-76, the add-
itional tax effort yielded 2 per cent (Rs.363 lakh) of
the total tax revenue of R.18,059 lakh. The largest con-
tribution was made by the sales tax on motor spirit

(68.5 per cent) followed by the agricultural income tax
(9.6 per cent), State excise (7.7 per cent), general
sales tax (5.3 per cent) and entertaimment tax (4.4 per
cent) (Table A.II.9). Mobilisation through additionsl
tax efforts as a percentage of the total additional
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mobilisation for individuzl State taxes ranges from
0.3 per cent in case of general salcs tax to 6.7 per

cent in case of salss tax on motor spirit.

L, Relative State Tex Burdens

2.1 ¢n the previous section we fad commented upon
the buoyancy and elasticity of State taxes in Assam ard
had shown that they were low in couparison with those of
other States in general. We had iaterproted this fin-
ding to chow that the relative grouth of tax revenus had
bsen smaller in As.am, and that the State's taxes taken
together did not have sufficient built-in elasticity.

In this section we shall examinc the burden to State
taxes in Assam and also attempt to derive an index of
tax effort - both in comparstive terms.

2.+4.2 It is well-known that the tax bwrden in a coun-
try or in a State cannot be judged in absolute terms.
Similarly, it is also well-high impossible to measure
the tax effort made by any one Covernment in an absolute
sense. However, the tax burden in a State as well as
the tax effort of a State can be compared and judged in
relation to those of other States. The tax burden can
be measured either in per capi:a terms or in terms of
the ratio of taxation to income. As a first approximation,
one could compare the per capita burden of State taxes

in different States.

2.4.3 Table II.8 presents per capita State tax figures
for Assam, the neighbouring States and for all States put
together. The figures relate to selected years from
1960-61 to 1975-76. It is noticed that, as of 1975-76,
the per capita tax burden in Assam is only Rs.34.8 as



compared to the all Stsce's averesx:s of 2.59.7. However,
the par capita tax burden was Lighesr in Assam in that
year than in Bihar or Orissa. As expected, it was much
lower than in West Bengal, which is a highly industri-
alised State and which has a per capita tax burden nearly
equal to the all-States averare. The comparison of per
capita tax burdens in different sStsm.es does not make any
allowance for differences in per capitbta income:s among
them. The lower pcr capita tax burden in Ascam could

be partly explained by the relatively low per capita
income of the State. Hence, eventhough the per capita
State tax burden is low in absolute terms, the burden

on the people may not be correspondingly light. There-
fore, as stated earlier, we may compare the burden of
State taxation in terms ofbState tax ratios. Tables II.3
also gives Stace taxes as a per cent of SDP. It seems
that, as of 1975-~76, the State tax ratio in Assam is
distinctly lower than that for all States taken together.
It is also lower than in West Ber.zal, but higher than

in both Bihar and Orissa. It can, therefore, be concluded
that the burden of State taxes in relation to State income
in Assam compares favourably with that in two of the

less developed neighbouring States. TFor purposes of .
tax policy formulation, however, it needs to be borne

in mind that the tax ratio in Assam is well below the
national average.

244 Table 4.II.8 presents individual State taxes as
a per cent of SDP in assam as well as in other States
with which comparisons have been made in the preceding
paragraphs. It is seen that during 1960-61 to 1975-76
the State tax ratio has increased in Assam and in the'
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TABLE II.8

4 comparative Statement of State Tax Burden

" State

Year

~ Per capita Stat

- taxes (Rss)-

e

P cent of SDP

Total state
taxes as per

Assam

| ,Bihar

Orisss

West
Bengal

411 States

1 960—61
1965266
G707
1975-76

| 1960461:

1965-66
1970-71
1975=-76

1960-61

- 1965-66

1970-71
1975-76

1960-61

1965-66

1970-71

1975-76

1960~ 61

1965-66

1970-71

1975-76

10.82

1605k
i16§905
3479

6.91
11.20
14,67

30.25

%.90
10.23
15,42
28.60

14,08
24,12
29.59
58.10

10.28
17.8%
28.68 -
59. 7k

3.30
375
3.27

-3.23
3.38
3.43
3.33

2.30
3.09
3.1
3.64

3.66
4.53
3.99
5.55

3.43
4,17
4,48
5.93
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neighbouring Stztes, although the increasc is marginal
in Bihar. The percentage increass in the average ratio
for 211 States is much higher ther in Assam. In the
all-States' picture, the ratios to &5DP of all taxses except
the agricultural incomeé tax and land revenue have gone
up; the picture in Assam is entirely different. There,
while the ratios of the agriculture income¢ Sax and sales
taxes, particularly that of ssies tax on motor spirit
and the Central sales tax, have gone up, there has been
a decline in the ratios of land revenue, passenger and
goods tax, motor vechieles tax and State excise. The
contributions of these taxes have not kept pace with the
growth in SDP.

2.%.5 The deconposition of the State tax ratio enables
oné to see what causes the overall State tax ratio to be
high or low ir a particular State. 4is of 1975-76, the
ratios of all-State taxes to SDP was higher for all States
than for Assam, except for the agricultural income taX
and land-revenue. The difference 1is particularly great
in respect of the general sales tax and the Central sales
tax. The higher relative contributions of the agricul-
tural income tax and the land revenue, partly counter=-
balance the lower contributions of the other taxes with
the result chat tne difference in the overall tax ratio
becomes nearly cqual to the difference in the ratios of
the general sales tax and the Céentral sales tax.

5. Index of Tax affort

2.5.1 We have so far considered the burden of State
taxes. We shall now examine a reiated question, namely,
the degree of tax effort by the State. The tax ratio,
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which reflects in a sense the burden of taxation, is
also sometimes taken as an indicator of the relative
tax effort by a givenGovernment. For this purpose,
the tax ratios of different countries or States are

compared. In the preceding section, we have made a

comparison of the State tax ratio of .ssam with that
of the neighbouring Statcs and of a3ll States put to-
gether., In terms of the tax ratio, the effort made

by Assam was se¢n to be lower than the average.

2.5.2 When the tax ratio is used as an indicator or
index of tax effort, it is implicitly assumed that State
income or SDP in itself a measure of taxable capacity.
But in fact, the amount of revenue that a Government
can _Traise or, more specifically, the taxable capacity-—-
depends not only on total income but also on such im=~
portant factors as the level of per capita income, the
ratio of agricultural income to total income or SDP,

the share of industry and commerce and the degree of
urbanisation. The actual tax ratio depends on these
factors as well as on the willingness of the government
to tax its citizens, the efficiency of tax administra-
tion, etc. The latter may be called tax effort factors.

2.5.3 In order to derive an index of tax effort which

is better than the simple tax ratio, an attempt can be
made to quantify and isolate the influence of taxXx capacity
factors on the tax ratio s¢ that the degree of com-
parative tax effort by any : vermment may be measured.

For this purpose, following the procedure employed

by earlier studies of this kind}/ we have carried out

1/ See, for example, Roy W. Bahl (1971). A Regression
Approach to Tax Effort and Taxation Analysis. IMF
Staff Papers, vol.XVIII, No.3, pp.570-612.
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a-multiple regression analysis. The regression e¢ouation
is intended to measure the average degree of relationship
between tax ratios in different Ctates and what are identi-
fied as taxable capscity factors. The tax ratio estimated
on the basis of the regression ecuation is taken to re-
present the tax ratio which a State would have had if

it had used its capacity to an average extent. There-
fore, a comparison of the actual tax ratic for a State
with the estimetad tax ratio will indicate whother the
State concerned is mexing the average degree of offort

or more, or less.

2.5.4 On the basis of a priori reasoning and critical
statistical examination, it was decided to use three ca-
pacity factors as explanatory variables, namely, the per
capita income (y), the proportion cf income from indu-
strial and commercial sectors to SDP ( Yic/ b ) and the
degree of urbanisation (V). The cross section analysis
is carried out with reference to the period 1972-73 io
197%-75; the values of the variables used are hence aver-
ages for this period. The multiple regression (1) is
obtained as follows:

( gT{- ) = -8.9837 + 0.6329 y + 0.1158 ( 3.{_;_0_ ) + 04433 U e

(1.6850) (0.3356) Y (1.932090.5969
ecesse (1)

( Figures within parentheses are 't' values of the
regression coefficients./

The three capacity factors included in thisequation taken
together explain about 60 per cent of the variation in
the actual tax ratios. The important factors affecting
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the tax ratios are shown 4o be per cepita income and the
degree of urbanisation. However, the 't' values are not
really significant. We srrive at roughly similar results
if only per capita income and degree of urbanisation are
used as explanatory variables. ZSquation (2) is obtained
as follows:

T
(Y ) =-8.9176 + 0.6623 vy + C.4917 U RS = 0.5936
(1.8700) (2.8%31)

This equation explains roughly the same degree of var-
iation in tax ratios as the previous one and we find that
the degree of urbanisation is a significant factor while
per capita income in this equation is shown to be a
little more significant.

2.5.5 In equation 3 below per capita income alone is
used as the explanatory variable.

T
(¥ ) = -10.8042 + 1.1513 y ~ R® = 0.3746
(3.0959) e (3D

It is found that per capita income taken alone eXplains
about 37 per cent of the variation in tax ratios and that
the 't' value is highly significant.

2.5.6 While the per capita income comes out as a very
significant factor in equation (3), it is obvious that
it alone explains only a minor part of the variation in
tax ratios. If this equation is used for our purpose,
we shall be leaving out one other major tax capacity
factor, namely, the degree of urbanisation which comes
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out to be a significant factor as per equotion (2). On
the other hand, in cquation (1), the share of industry
and commerce comes oub to be not a significant factor.
In fact, per capita income and degree of urbanisation

taken together explain almost tihc seme degree of vari-
ation as the three factors put together. Hence, we

I

may use equation (2, tc derive the indicus of taxX

TiB8LE II.y
Actual Tax Rotico, Astimated Tax RBotio and
the Index of Tax Bffort by sStates
(1972-73 to 1974-75)

Actual BEstimated Index of
tax tax ratio tax effort
State ratio (Equation 2) (Bquation 2)
indhra Pradesh 5.09 4. 94 1.03
Assam 3.20 2.96 1.08
Bihar 3.40 2.89 1.18
Gujarat 6.08 6.49 0.9%
Haryana 6.49 5.77 1.12
Himachal Pradesh 3.55 3.1 1.15
Jammu & Kashmir 3.82 4. 40 0.86
Karnataka 7 .40 4.86 1.52
Kerala 5.75 4.33 1.31
Madhya Pradesh 4.33 4%.10 1.05
Manipur 1.50 3.3% 0.45
Maharashtra 6.83 7 40 0.92
Orissa 2.88 2.82 1.03
Punjab 6.60 7.56 0.87
Rajasthan 4,58 4.31 1.10
Tamil Nadu 7.83 5.95 1.31
Uttar Pradesh  3.40 3.83 0.89

West Bengal 4.53 5.98 0.75




effort. Teble II.C gives the acturl tex ~ati

meted tax ratio ané the incices of '2x eifo:t for the
different Stetes - the latter Vo heving been derived

on the besis of equation {2)1/ It is seen that if
aillowance is made for cifierences imn per capiia income
anc¢ the degree of urbasnisstion, *rsem ig shown to make
more or less average tsx elfoxrt, w.eireax 1f one compared
only tihe a2djusted itax votios, /ssaw s p:riormance would
be judged to be well bhelcw the sveiage It could bve
argued that if more recent date were to be used with
much higher collections from agricultu:ral income tax,
the tax effort of Assam might heve shown to be even
above the average. This contention cannot be verified
because State income data for the iecent years concerned
2re not evailable, It would be feir to conclude, however,
that there is some¢ scope for Turther utilisation of the
taxable capacity of the State.

1/ the indices of tex effort derived on the basis of
equation (%) =27¢ almost identical with those derived
on the basis of equation (2°.



III. AN APPROACH TO THi R&FORM OF THR
STATE TAX SYSTEM OF ASSAM

T Introduction

3.1.1 In the previous chapter we aave analysed the
growth of State texes in Assam ant heve shown that the
buoyancy and the elssticity of these taxes are signifi-
cantly lower than correspording alil-India averages for
the period 1963-64 to 1975~76. Xver =5 comparad to the
State taxes of the three msjor States in the eastern
region, Assam's tax system is less buoyant and elastic.
Apart from the performance in relation to other States,
it is also to be remembered that State taxes in Assam
did not keep pace with the growth in State income, since
the coefficient of buoyancy was only 0.81.

3.1.2 The ratio of State taxes to SDP was 4.1 per cent
in 1975-76, as against the all-India average of 5.9 per
cent. To some extent, as pointed earlier, the lower taxX
ratio in Assam can be explained by the lower per capita
income and the lower degree of urbanisation. But we have
seen that even if allowances are made for these two fac-
tors, the performance of Assam is not significantly above
average. The task of tax reform in Assam has to be based
on the premises that the level of taxation in Assam can
be significantly increased and that there is urgent need
to increase the income elasticity of the system. The
latter is indeed one of the important means of achieving
the former objective.

3.1.3 One of the important reasons for the slow growth
in the tax ratio and the corresponding low elasticity of
tax revenues is the fact that as agricultural incomes grow
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there is no corresvonding growth in the tax contribu-
tion of the agricultural sector, leaving out the plan-
tztions. It can be expected that as industriaglisation
proceeds and brings in a greater uegree of urbanisation,
the elasticity of the tax system would improve. At the
same time structural Cchanges in vie tax system ana ad-
ministrgtive dmprovemants are aglso necded te improve tax
performance. 1In the foilowing charters, afver analysing
the existing structure and administration of the major
State taxes, we shall exsmine the structural reiforms
needed together with the possible improvement in admi-
nistration. In doing So, we shall keep before us one
guiding principle. in a relatively under-developed State
such as Assam, the way to raise revenue in the long run
is to promote industrial development and to re-iashion
the structure of taxation so that it can capture auto-
matically a sizable proportion of the additional incomes
generated in the course of develcpment. It would be
counter productive to raise rates without due regard to
economic considerations in an attempt to maximise short-
term revenue. Our recommendations are made after due
consideration is given to the imperative need to promote
the development of the State.

2. The Setting

3.2.1 The tax system of State is a sub-system in the
sense that it ccvers only a part of the territory of
the nation and its jurisdiction is largely restricted
to activities and transactions that take place within
its borders. There are g number of common principles
which should govern a sub-system as well as a national
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system of taxation, for example, equity. However, there
are significant differences. ¥or one thing, in building
a tax system within a region, the possibility of diver-
sion of trade and investment has to be kept in view. Such
a possibility acts as a constraint and to some extent
one is forced to fall in line with the average behaviour
of the neighbouring States. On the other hand, certain
requirements that operate at the national level are ab-
sent because the regional government is not responsible
for performing major fiscal policy functions such as the
regulation of aggregate demand.

3.2.2 The aim of a State government would naturally
be to maximise the flow of revenue to itself, but in
attempts to do so it is necessary to keep in mind broad
national objectives, inter-dependence of the different
parts of the country and inter-State equity. In the
long run, it would not be profitable to pursue a beggar-
my-neighbour policy. At the same time, a State govern-
ment has to safeguard its own interests and would be
justified in adjusting its tax structure so as to extr-
act contributions from the major sectors of economic
activity within its borders. One of the peculiarities
of Assam's economy, as noted in Chapter I, is that a
substantial part of investment and an ownership of bus-
iness and companies belong to non-residents. One of the
major sectors, namely, the oil sector, is owned by the
Government of India. The ownership of businets by non-
residents, including in the term Governmernt of India,
not only means that there is not sufficient ploughback
of profits for the general development of the economy
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but also that the products of the industry concerned

are exported for use in other ttates. It is, of course,
beyond the scope of this report to consider the general
problem of the development of the State, but we shall
give careful consideration to tne guestion of the State
of Assam obtaining a fair sh-re out of the flow of bene-
fits from the large scale investment within its borders.

3. Obiectives of Heforms

3.3 The major objectives of reforms may be stated
tc be as follows:

(i) the tax system should become more income-
elastic;

(ii) it should be equitable in the sense of cas~
ting proportionately larger burdens on the
better off sections of the population and
of not taking more than a token contribution
from the poorest sections;

(iii) it should be such s to help in the rapid
development of the State;

(iv) it should be in consonance, in some ess-
ential respects, with the structures pre-
vailing in the neighbouring States;

(v) it should comply with naticnal guidelines;
and

(vi) it should be so administered as to cause
the least harrassement to the tax payers
and to result in reasonably low costs of
collection.

3.3.2 It might be srgued that we should keep in mind

an additional objective; that is, an immnediate increase
in revenue to tne Government. We have not specifically
proceeded on theé basis of providing the Government with



- 47 -

a certain amount of addilional revenue in the immediate
future. Towever, meny i our suggestions,”if implemented
would certainly result in = subgctantial increase in
revenue., Vhile structurs!l and rete changes would con-
ribute to this cobjective, we might 2t the outset point
out that improvements in the edministration of taxes
would be the most imgportant wesy of reising the yield
of tax system in fssem in the short run. #rs will be
shown in thepter I on fdministrstion end Orgsnisation,
the Taxation Tepartment in Assam is perhaps the most
neglected department in the State and needs to be
thoroughly re-organized. 7"he staff of the department
are illequipped for a scientific management of the tax
system. Vithout a thorough overhauling of the administra-
tion of taxes in Pssam znd the building up of zn ade-
quate information system, structural reforms, rate chan-
ges end the introduction of new taxes - 21l of this
would be of no avail,



IV, GRICUITURAL INCOME TAX

1. Taxation of Agricultural Income

4.1.1 The two taxes falling on agricultural incomes
are the land revenue and the agricultural income tax,
Although, unlike in most other States, there have been
periodic resettlements of land reveaue in Assam, the
yield of that source of revenue has been lagging far
behind the growth of SDP and of agricultural income.
Sesides, as is well known, land revenue is more in the
nature of a n acreage tax and it is difficult to intro-—
duce in an effective way the principle of progression in
its assessment, The agricultural income tax provides,
in theory at any rate, means of subjecting agricultural
incomes to a progressive and equitable direct tax. In
practice, however, it has been found extremely difficult
to enforce a progressive income tax in respect of agri-
cultural incomes derived from a large number of small
and medium-sized farm holdings. But there is one sector,
namely, the plantation sector which can be subjected to
income taxation with relative ease. 1In Assam, although
the agricultural income tax applies both to farm and to
plantation incomes, it is in fact the latter which is of
fiscal importance. Assam is one of the five States which
effectively levies and administers the agricultural
income tax.

2e Evolution of the Agricultural Income Tax

4,2.1 Taxation of agricultural income has been generally
separated from the general income taxation except for
very short periods. A schedular income tax was intro-
duced by the Government of India as a temporary measure
in 1860, whereby agricultural income was subjected to
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taxation like any other income. The income tax was
again introduced in 1869 and agricultural income was
also taxable under it. However, the Income Tax Act

of 1886 exempted agricultural incomes since, agricul-
turists were considered to be taxed through land revenue.
The exemption of agricultural incore continued till the
yvear 1935, when the Government of Iandia Act empoweréd
the Provinces to levy taxes on agricultural income,

The States have retained this power under the Consti-
tution of India, 1950, Bihar, the first State to take
advantage of this power, introduced the agricultural
income tax in 1938, Several other States followed

suit in course of time, At present, all States except
the States of Andhra Pradesh, Gujarat, Haryana, Himachal
Pradesh, Jammu and Kashmir, Madhya Pradesh, Meghalaya,
Manipur, Nagaland, Punjab and Rajasthan tax agricul-
tural income in one way or another., However, effective
taxation of agricultural income is being undertaken in
States like Assam, Kerala, Karnataka, Tamil Nadu and
West Bengal, where the revenue is derived mostly from
plantations. Over 90 per cent of the total collections
from the agricultural income tax is accounted for by
these five States.

4.2,2 The Agricultural Income Tax Act was enacted in

Assam in 1939 and the first financial year of operation

of the tax was 1939-40, The Act applied to agricultural
incomes arising from the lands situated in the Province

of Assam. The Agricultural Income Tax Act, 1939 has
undergone a series of amendments in 1950, 1952, 1954,

1959, 1962, 1966,1967,1971 and 1977. IThe agricultural Income
Tax Rules have also been modified from time to time,
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The role of the tax in the tax structure of Assam

4,2.3 In Assam, agriculture mgy primarily be divided
into two sectors, viz., the tea plantation sector and
the non-tes sector, which is characterised by the pre-
dominance of the small and marginsgl farmers, So far as
the agricultural income tax is concerned, it is almost
entirely derived from the tax on the incomes of tea
plantations. Although, of the total number of assessces
from the tea and non-tea sectors, the latter, being
individuals, firms, associations of individuals and
Hindu undivided families, have roughly accounted for
half, the contribution of the tea sector in terms of
revenue is more than 99 per cent (Table IV.1). The
agricultural income tax, because of the impcrtance of
tea plantations in the economy in the State, occupies

a major place in the tax structure of Assam,

4.2.4 During 1960-61 to 1976-77, the percentage share
of the agricultural income tax in State tax revenue has
been widely fluctuating ranging between 4.2 per cent and
27.6 per cent (Table A.II.4). The possible reasons of
fluctuations are: '

(i) there have been variations in the profit-
ability of the tea gardens. The rate of
profitability affects the base of the
agricultural income tax, which is taxable
income as determined by the Central Income
Tax Department

(ii) the Accountant General of West Bengal does
not adjust the collections of the agri-
cultural income tax timely in the accounts
of the Accountant General of Assam; and
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TABIE IV.1
Revenue from ricultural Income Tax
from Tea and Non-tea Sectors

(Rs. in thousand)

Year Tea Non-tea TOTAL

1960-61 27462 40 27502
(99.85) (0.15) (100,00)

1961-62 28817 24 28841
(99.92) (0.08) (100,00)

1962-63 34984 35 35019
(99.90) (0.10) (100,00)

1963-64 41196 10 41206
(99.98) (0.02) (100,00)

1964-65 38864 51 38915
(99.87) (0.,13) (100.00)

1965-66 28984 87 29071
(99.70) (0.30) (100.00)

1966-67 27383 38 27421
(99.86) (0.14) (100,00)

1967-68 33825 10 33835
(99.97) (0,03) (100,00)

*1968-69 9519 2 9521
(99.98) (0,02) (100.00)

1969~70 43812 30 43842
(99.93) (0.07) (100.00)

1970-71 21307 10 21317
(99.95) (0.05) (100,00)

1971-72 35536 19 35555
(99.95) (0.05) (100,00)

1972-73 37085 31 37116
(99.92) (0.08) (100500)

1973-74 36808 20 36828
: (99.95) (0,05) (100,00)

1974~75 46775 - 25 46800
(99.95) (0.05) (100.00)
1975=-76 129412 24 129446
(99.97) (0.03%) (100,00)

— N aa e o — . oo
Figures within parentheses indicate
percentages of total,

Sdurce: Government
of Assam,
Administrative
Reports of the
Taxatien .
Department.
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(iii) gn addition to the above factors, the
relative decline or increase can be
attributed to changes in the relative
roles of some other taxes. For example,

~the decline in the share of the agri-
cultural income tax from 20.7 per cent in
1964~65 to 13.5 per cent in 1965-66 is
associated with an increase in land
revenue collections from Rs.296 lakh to
Rs.489 lakh., Similarly, the decline in
1968-69 can be attributed partly to the
sudden rise in the revenue from the sales
tax on motor spirit. However, the sudden
jump in the percentage share of the agri-
cultural income tax in 1975-76 and 1976-
77 is mainly due to sudden spurt in the
price of tea in the world market causing
an abnormal rise in the profits of tea
companies. The revenue from the agri-
cultural income tax constituted 4.9 per
cdent of SDP from the tea sector in 1960-
61, declined to 2,5 per cent in 1970-71,
but went up again to 5.5 per cent in
1975-76 (Table IV.2).

4,2.5 It has been indicated that revenue from the agri-
cultural income tax consists of two constituents—-the tax

on compahiés, and the tax on other assessees, These will
be treated: separately.

3 Individuals, Hindu Undivided Families, etc.
Definition of agricultural income

4.3.1 Article 366 of the Constitution specifies that
'Agricultural Income" means 'Agricultural Income' as
defined for the purposes of Indian income tax. Section
.2 of the Income Tax Act, 1961 defines 'Agricultural
Income’ as-follows:
(i) any rent or reverue derived from the land,
which is used for agricultural purposes and
is either assessed to land revenue in India

or is subject to a local rate assessed and
collected by officers of Govermment as such;
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TAKLE IV.?

Reverns from sagricultural Income Tax as Per C:nt of Income from Tea

. . (Bs.ip 1alkch)
Incouwe lLerecome Total  Revenue Agricultural Agricultural  Agricultural

from from irmome from the income tax income tax income tax
v ton vroce—-  Trom agricul~ as per cent as percentage as percent-
tear enlhi-  welng T en tural of income of incecme from age of total

vetion income frowm tea processing income from

tax cultivation of tea tea

1060-(1 5610 274 8,13 12.23 4.88
10671 -62 H880 288 8.16 12.26 4,90
1afe-0% S0 L2790 349 9.26 1%.85 5.55
1963—bg  =auD 5210 412 11.81 17.76 7.09
1964675 B3RO0 £470 588 10.00 14.98 6.00
1965-h0 3870 6450 289 7.4 “11.20 4,49
1866—-67 4250 7080 273 6,42 9.64 3.85
1967-68 4250 7080 338 7.95 11.94 4.77
1968-60 4220 7040 95 2.25 3.%6 1.34
1969-70 4690 w20 7810 438 9.33 14,03 5.60
1970-71 5170 SA50 a0 213 4,11 6.17 247
1971-72 6190 4120 10310 . 355 5.7% 8. 61 3,40
1972-T3 6380 42 60 10640 370 5.79 8.68 - 3,47
1973-74 6710 4480 11190 368 5.48 8,21 %.28
1974-75 11310 7540 18850 468 4,13 6.20 2.48
1975-76 14020 9350 23370 1294 9.22 13%.83 5.5%

Upto 1969-70, data relate to Assam including Meghalaya; from 1970-71 for present
. Assam.



4.3.2

(ii)

(iii)

any
(a)
(v)

(e)

..54_..

income derived from such land by,
agriculture, or

the performance by a cultivator or
receiver of rent-in-kind of any proces,
ordinarily, employed by a cultivator
or receiver of rent-in-kind to render
the produce raised or received by him
fit to be tsken to market; or

the sale by a cultivator or receiver

of rent-in-kind of the produce raised

or received by him in respect of which
no process has been performed other than
a process of the nature prescribed in
paragraph (b) of the sub-clause;

any income derived from any building owned
and occupied by the receiver of the rent- or
revenue or any such land, or occupied by

the cultivator or the receiver of rent-in-

kind of any land with respect to which or
the produce of which any process mentioned
in paragraphs (b) and (c¢) of sub-clause (ii)

is carried on, provided that the building
is on or in the immediate vicinity of the
land and is a building which the receiver
of the rent or of rent-in-kind by reason
of his connection with the land, requires
as a dwelling house or as a store-house
or other outbuilding,

In so far as agricultural income derived from

the production of commodities other than tea, there are
detailed provisions in the Act lgying down what kinds of

payments should be treated as agricultural income and
‘what payments fall outside the definition, These are

indicated in the annexure to this chapter (Annexure IV.1).

Exemptjons

4.3.3

The following agricultural incomes are tax exempt:

(i) any sum which he receives by wgy of dividends as a



sharehclder in any company where the agricultural income
of .the company has been assessed to agricultural inccnme
tax, (ii) such an =smount of the agricultural income of

any firm which has been asscessed to agriculturszl income
tax as is proportionate to his share in the firm at the
time of such assessment and is received by himy (iii)

any sum which he receives as his suzre of the sgricultural
income of an association of individueals cther than a joint
or Hindu undivided family, company or firm where such
agricultural income has been assessed to agricultural
income tax; (iv) any agricultural income derived from
property held under a trust or other legal obligations,
wholly or partly, for religious or charitable purposes,
such as, relief of the poor, c¢ducation, medical rclicf, etc:
(v) any sum paid by him out of his total agricultural
income to effect an insurance on his 1life, or on the

life of his wife, or his child, or children, or in respect
of a contract for a deferred annuity on his own life, or
on lifc of his wife, or as a contribution to any provident
fund., The aggregatec of any sums exenpted shall not exceed
one-sixth of the total agricultural income of the

assesscee,

Computation of taxable agricultural income

4.3.4 The sgricultural income tax shall be pgyable by
every person whose agricultural income exceeds the exempt-
ion limit specified under snnual Assam Finance Acts. Total
agricultural income of the previous year is chargeable to
tax under this Act at the rate or rates specified in the
Assam Finance Acts subject to the deductions and exemptions
applicable,

Permissible deductions

4.3.5 The agricultural income of the previous agri-
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culturasl year is declared tex-ble nfter moking deduct-
ions in respect of thne cxpenses incurred by the agri-

culturist. A fow major deductiong are given below:

(1) the sum actually paid in the previous
agricultural ye r ag revenuc to the
Government or as rent to suverior land-
lord in respect of the land from which
such agricultural income ieg derived:

(ii) the expenses of cualtivating the crop from
which such ecgricultural income is derived

and of transporting such crop to the market,

implements, irrigation, protective work
and cattle required for the purpose of
such cultivation;

(iii) interest actuzlly paid on any capital
expenditure financed out of borrowing
for the benefit of the lands

(iv) depreciation in respect of any capital
asset purchased or constructeds

(v) any sum paid in order to effect an
insurance against loss or damage of crop
or property from which agricultursl income
is derived,

Exemption limits

4,%2.6 Changes have teen made from time to time in the
exemption limits for individuais and Hindu undivided
families. In the case of individuals, Rs.3,000 was the
exemption limit till 1970-71. From the financial year
1971-72 the exemption limit was raised to Rs.5,000 and
again to Rs.8,000 in the year 1977-78. The upward
revision in the exemption 1imit has been done from time
to time, partly to compensate for the rise in the sub-
sistence requirement and the cost of living. The tax



free 3lobs ore Re.8,000 in Kernls 02 Karnetoke, Rs.5,000
in Tamil Nedu and Rs.?,000 in Woegt Bengal. In tihe cnose

AT indn wrdividsd fomilice, till 1970-71, ~geicudtural

¢t of income of toae individusl but taere

R 1T A e R s Ak FENEN et e T T aa e RNy Rl o e s
itewoulid be taxed at the rote opplicab.e to the shnre,

¢t 2 pur cent, This preferentinl trestment T toe

menbers of a Hindu undivided fzpily was, however, witia-
drawn in 1971-72 and now they are being treated as in-

dividuals.

Rate structure

4,3,7 As in the case of the general income tax, the
rate structure of the agricultural income tax in Assan

is bascd on the slab system, The rates of the toax on
different slabs rangce between 14 per cent and 70 per cent
of the amount by which total agricultural income exceeds
Rs.8,000 (Table IV.3)., During thc period 1960-61 to
1977-78, the rates have been revised upward from time

to time. In 1964-65, the rates were revised upward,

(i) from 55 per cent to 57 per cent on agricultural
income between Rs.1 lakh and Rs.2 lakh, and (ii) from

57 per cent to 60 per cent on agricultural income exceed-
ing Rs.2 lakh, Ag=zin, in 1971-72, the rates wcre reviscd
upwarc. - Since the income brackoets were also changed,

no straight comparison witn the carlicr structure is
possible., However, it can be seen that at each bracket
level, the marginal rate has gone up, the maximum
marginal rate being 62 per cent in 1971-79, in
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TABLE 1V.3(a)

Rate of Agricultural Income Tax in the Case of Indi-
viduals, firms and other Associabions
(1960-6T To 1970-71)

( Paise per rupee )

Size brackets of 1960-61 196455
incomne to to

(Rs.) 1961-62  1962-63  1963-64  1970-T1
6 - 1,500 - ~ - =
1,501 = 5,060 4 4 4 4
5,001 = 7,500 8 8 8 8
7,501 = 10,000 12 12 12 12
10,001 = 12,500 15 15 15 15
12,501 = 15,000 19 19 19 19
15,001 - 20,000 24 24 2 27
20,001 - 50,000 30 35 37 37
50,001 - 1,00,000 34 41 45 45
1,00,001 - 2,00,000 55 57

on the balance 38 50 57 60




Rateo of

Agricultuxr

al Income Dax

L
vidusls,

Pirms, and

otiner Acs

Sige axuyﬂgutk I income i
Do, ) )
1976~77 197776

0 - 1,C00 - -
1,001 - 3,50C 5 5
3,601 = 6,000 9 9
6,001 - 8,500 14 14
8,501 - 11,000 17 17
11,001 - 13,500 21 21
13,501 - 18,500 29 29
18,501 - 48,500 29 34
48,501 - 98,500 47 52
98,501 - 1,98,500 59 65
On the balsnce 62 70

comparison to 60 per cent till 1970-71. The third
revision took place in 1977-78 when only the top three

income brackets were affected.

Rates have been revised

upward from‘47 pér cent to 52 per cent on the brackets
Rs.48,501 - Rs.,98,500; from 59 per cent to 65 per cent
on the brackets Rs.98,501 - Re.1,98,500: =and, from 62
per cent to 70 per cent on the brackets Rs.1,98,501 and

above.



£.%,8 It would be werthwhile to compare the rates in

&

the cother Tour Stabes, which tegetler with Ascam, coliect

most of the £ iricultvresl incore btax largely fromwm planta-

ot

tions., According to tie lgtest oveiiablce information, in

Kerala, the rates on dilierent slaia roange between 17 per
cent 2nd 70 por ccut of the ~mount by which totel agri-
cultural income exceeds Re. 0,000 in West bengul; between
5 per cent and 6C per cent of the =mouwst by which total
agricultural income c<iceeds Rz.3,000 in Karnateks; bet-
ween 12 ver cent and 65 per cent of the amount by waicl
total sgricultural income excecds Rs.3,0003 and, in Tamil
Nadu Dbetween 15 per cent and 55 per cent of the amount
by which total agrlcultural income exceeds Rs.5,000. In
West Dengsl the preferential treatment given to Hindu
undivided family still continues, under which, if the
share of a brother is Rs.3,000 or less, the income is
taxed at the rate of 2 per cent. If the share exceeds
Rs.3,000, it is taxed at the rate applicable to the

share of such brother, as if he were asscescsed as an
individual,

4.%.9 The rates of the agricultural income tax in
Assam, Kerala, West Bepgal,.Karnataka and Tamil Hadu
are given in the Aanexures IV.2 to IV.6. In order to
compare the degrce of progressivity of the structures
in the different States, we have calculated average tax
rates at bompafable levels of income after making due
allowance for the differcrnces in exemption levels
(Table IV,4). On the basis of these effective rates,
the following equations have been estimated to get

a rough measure of the degree of progression of the



Agricultursl Incor: Tox Payable ot (iifercnt lovels

of Income in

t e
bes

Lol RPN B T -
e LeC el S

lacome : Do povacie (Rs.)
1ev?1. Achan Kornabaka Kdzg%fi Tomil Weat Benze
(R, tioda
3500 25
(0.71)
5500 75 150
(1.36) (2.73)
8500 70 60 85 525 450
(0.82) (0.71) (1.00) (6.18) (5.29)
11500  60C 420 595 1125 855
(5.22) (3.65) (5.17)  (9.78) (7.43)
17500 2180 1215 1690 2750 2025
(12.46) (6.94) (9.66) (15.71)  (11.57)
22500 4030 - 2090 2940 43575 3350
(17.971) (9.29) (13,07) (19.44) (14.89)
27500 5980 3215 4690 6375 5100
(21.75) (11.69) (17.05) (23.18) (18.55)
35000 8905 53%40 3190 9750 8600
(25.44) (15.26) (23,40) (27.86)  (24.57)
40000 10855 7090 10690 12250 11100
(27.14) (17.73) (26.73) (30.63) (27.75)
50000 14950 10590 15690 17250 17100
(29.90) (21.18) (31.38) (34.50) (34,20)
60000 20150 14590 21690 22750 23100
(33.58) (24.32) (36.15) (37.92) (38.50)
70000 25350 18590 27690 28250 29100
(36,21) (26.56) (39.56) (40.%6)  (41.57)
85000 33150 25090 33190 36500 38100
(39,00) (29.52) (44.9%) (42.94) (44.82)
100000 41145 31840 48690 44750 47100
(41.15) (31.84) (48.69) (44.75) (47.10)
200000 106220 96840 118690 99750 107100
(53.11) (48.42) (59.35) (49.88) (53.55)
Pigures within parentheses indicate the tax payable

as per cent of iancome level,
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structure in each State:

.

T = aY® or log T = leg a+ b log Y

where T = tax pgyable
Y = income level
¢

degree of tax progréssion

b % 1 denotves the progressivity, prcporiionaiity and
reéressiviﬁy in the statutory rates. The value of b
exceeds unity in all the five States (Tazble IV.5). The
nighest progressivity in tox rates is witnessed in Kar-
nataka (2.16) followed by Kerala (2.15), Assam (2.07),

West Bengzl (2.03) and Tamil Nadu (1.89).

TABLE IV.,5

Degree of Progression of Agriculturasl Income Tax

( Non-tes sector )

State ; . Degrec of tax progression
Assam 2.07
Karneataka 2.16
Kerala | 2.15
Tamil Nazdu - 1.89
West Bengal 2.03

4,%3.,1C0 The main rcason for the lower progressivity in
Assam than in Kerala and Karnataka is that the tax rate
at higher income levels is higher in Kerala and the rate
at lower income levels is lower in Karnatoksa than those
in Assem. As has been pointed out in the previous

paragraph, the above measure of tax progression is based
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on statutory rates; and so it does not indicate the
degree of progression in the actual tax paid. A number
of deductions are allowed in determining taxable income
and a good part of income earned escapes taxation
legally. Once we take these factors into account, the
effective rate, i.e., the actual tax paid as per cent
of total income is much less than the statutory rate.
For want of data, we have not been able to compute the
effective rates in the different States,

4, Taxation of Tea Income

4.4,1 In so far as income from tea is concerned, only
a portion of it is taken to be agricultural income under
the agricultural income tax in Assam. Agricultural
income derived from land by the cultivation of tea means
that portion of income derived from the cultivation,
manufacture and sale of tea as is defined to be agri-
cultural income for the purposes of the enactments
relating to Indian income tax., Income from tea is a
mixed income which is derived from asgricultural opera-
tions and manufacturing, Only the first part is taxable
under the Agricultural Income Tax Act, Of the total
income, 60 per cent is treated as agricultural income
and is subjected to the agricultural income tax; the
rest isttreated as manufacturing income and is taxed
under the Indian Income Tax Act.

4.,4.2 The companies submit in the prescribed manner
the return of their agricultural incomes which are
equal to 60 per cent of the total computed incomes,
alongwith a certificate of the total computed incomes
from the Income Tax Department, In computing taxable
income the Income Tax Department allows o number of
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deductions for costs of cultivation etc. The principal
aeductions’are: (i) the sum actually paid as a revenue
to the Government, or local bodies in the previous year,
(ii) interest on loans, (iii) expenses on cultivéiion,
maintenance of irrigation works and current repéirs, (iv)
depreciation of fixed asset, (v) bonus or commission,
(vi) expenditure on insurance against loss or damage,
(vii) amounts actually spent for charitable purposes,
While submitting the return, the assessee can deduct,

in addition, other allowances authorised by the Act, which
have not already been allowed for by the Income Tax
Department, 1In respect of assessment, revision, appeal,
payment of the tax and fines and penalties, the same
provisions are applicable to tea assessees as are for
individual assessees,

Rate structure

4.4.,3 In the case of companies, unlike corporation
income tax, the agricultural income tax is levied on amore
progressive basis in all the States except in Tamil
NHaduwhere a single rate of 55 per-cent is charged. In
Assam, the present rates vary between 52 per cent and
70 per cent and no separate rate exists for foreign
companies. On the other hand, separate rates exist for
domestic and foreign companies in Kerala and West Bengal.
In Kerala, the rates vary between 45 per cent and 65 per
cent in the case of domestic companies, whereas,foreign,
companies are taxed at a single rate of 85 per cent, 1In
West Bengal, there are two distinct rates of 65 per cent
and 75 per cent on total income, for domestic companies
and a single rate of 80 per cent for foreign companies.
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4.,4.4 The tox rates have been revised upward in Assan
from time to tire. In 1964-65, the tax rate of 55 per
cent applicarle %o income falling between Re.1 lakh and
R: .2 lakh on the total of the vwhele income was raised

to 57 per cent and the tax rate of 57 per cent appli-
cable to the income =zboves Rs.2 lakh on the total of the
whole income to 60 per cent. Tax rates were revised
upward for 211 the levels of income in 1971-72 and again
in 1977-78 (Table IV;6).

5e Operations of the Tax

4.5,1 In the preceding paragraphs, as the discussions
mainly related to the definition of agricultural incomes,
exemptions, permissible deductions and rate structures
applicable to individual and company asséssees, the two
groups of assessees were treated separately. However,

in the succeeding paragraphs, which concentrate on the
actual operations of the tax, the two groups of assessees
will be treated together, partly because separate
infornation is not available for the two groups of
assesgees, and partly because there are several common
e;ements.

Submission of return

4.5.2 Every person, who is)liable to be assessed to
the agricultural income tax during the previous year,

hés to furnish before the 30th dagy of December of the
relevant financial yéar; a return of his agricultural
income in the prescribed form and verified in the pre-
seribed manner. However, on application, the superinten-
dent of taxes or the agricultural income tax officer
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TABLE 1IV.6

Rates of Agricultural Income Tax for Co@pémies

(Paloe per rupee)

o

P 6667 to. TO-T1 to
Freone 1@ u-F I 61-62 62-63 67—6/‘ 64-65 €5-66 6970 T6=TT T7-18

S4 34 41 45 45 45 45 47

\J1
e

inconme

’5e 1 1fk'L

WJ’Lkhon‘] ’ o R
e totnl o L 38 38 50 55 57 57 57
of Tﬂe\"ml 2, e

income

Ahove 95,2 k&h - - ° :

on the total - - - 57 60 60 60 B2 70
or the whole, : ' : o :
income =

W
{lo]

65

Before 1“(»—6T,*hhe incoms cﬂtcwory 1 lakh - 2 1akh';wa§
defined as "1 lakh and above,' s
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(hereinafter referred to as assessing officer) may, at
his discretion, extend the uate of furnishing the return
upto a period not beyond the 28th dgy of February of
the financial year and a simple interest at the rate or
6 per cent per annum would be payable, from the 1st

of October of the relevant financial year to the date

of furnishing the return as extended, on the amount of
agricultural income tax payable as finally assessed,
reduced by the advance tax, if any, paid.

Provisional and final assessment

4.5.3 The assessing officer, after the receipt of

a return, proceeds to make, in a summary manner, a pro-
visional assessment of tax payable by tie assessee on

the basis of his returin and the accounts and doouments,
if any, accompanying it. If the assessing officer is
satisfied that the return is correct and complete, he .
shall assess the total agricultural income of tae assessee
and determine the sum pgyable by him on the basis of such
return. If the return made is incorrect or imecomplete,
he will serve on the person a notice requiring him

either to attend at his office, or to produce any evi-
dence in support of the return. The assessing officer
then assesses the total a ricultural income of the
assessee and determines the sum payable by him. Once

the assessment is finally done, the assessing officer
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cannot ask for the prodicticn of zay accounts relating
to a veriod more tran 3 rears prior %tc the previous yeai.
If the assessee fails to make = return, or having filed
the return fails to comply with =11 terms of the notice
issued or to produce any evicence raguired, the assess—
ing officer will make the assessment to the vest of his
judgement, and ueterminc the taz vavabls,

Appeel against asscssment

4.5.4  iny assessee, who objects to the amount of income
or the amount of tax determined by the wssessing officer
or any order passed against him, may appeal to the assis—
tant commissioner of taxes against the assessment or
against such order. In disposing of such appeals, the
assistant commissioner of taxes may, in the case of an
order of assessment, (i) confirm, reduce, enhance or annul
the assessment, and (ii) set aside the assessment and
direct the assessing officer to make a fresh assessment,
and in the case of an order, cancel or vary such order,
Any asscssee objecting to above orders may appeal to the
Board of Revenue within 60 days.

Revision by commissioner
4.5,5 The commissioner may call for and examine the
record of any proceeding, and, if he considers that any
order passed by any autbnority other than him is erroneous

and prejudicial to the revenue, he may modify the order,

and will serve a fresh one, enhancing or modifying the

assessment, or cancel the assessment and direct a fresh

assessment, In the case of a petition for revision by an

assessee, the petition must be made within 90 days.
Provision of fines and penalty

4,5.6 If any person fails, without reasonable cause or

excuse, to furnish in due time any of the returns,
he will be punishable with fine, which may extend to
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Rs.5 per degy during which the defzult continues. If
the demand in respect of any dues is not psid on or
will be deemed

Ui
651
@
(44

before the date specificd, the assoss

to be in dsfalt. Where an assessce is in defauit,
the assessing officer may, in his discretion, direct

thet in addition to the amount due, a sunm nolt exceed-
ing that amount shall be recovercd fron the dcfaulter

by wmy cf puenalty.

Concealment of income

4.5.7 If the asscssing officer or the assistant
commissioner of taxes or the deputy commissioner of
taxes or the commissioner of texes is satisfied that
an assessee (i) has without reasonable cause failed
to furnish the return of his total income which he was
required to furnish, or has without reasonable cause
failed to furnish it within the time allowed, or (ii)
has concealed the particulars of his income, or has
deliberately furnished inaccurate particulars relatlng
to his income and has thereby returned it below its
real amount, he mgy direct that the assessee will have
to pay by way of penalty, in addition to the amount

of the agricultural income tax pgyable by him, a sum
not exceeding that amount and in the case (ii) referred
above, in addition to any tax paid by him, a sum not
exceeding the zmount of agricultural income tax which
would have been avoided if the income so returned by
him had been accepted as the correct income. However,
no penalty for failure to furnish the return of his
total agricultural incomc will be imposed on an assessee
whose total agricultural income is less than Rs.S,OOO.
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4,5.8 If, for any reason, any agricultural income
chargeable to agricultural income t=zx has escaped
assessment for any financial ycar, or has been assessed
at too low a rate, the assecssing officer may, at the
end of that financial year, serve a noticeon the person
and may proceed to assess or rg-assess such income.

Methods of tax payment, refund and remission

4,5.9 Before any assessee furnishes the return, he

has to pay into a Government treasury the full amount

of the tax due from him and has to furnish, alongwith
the return, a receipt from the treasury in token.of
payment of such tax. Where a revised return is sub-
mitted by an assessee and if the revised rcturn shows

a greater amount of tax to be due than was pgyable on
the basis of the original return, the assessee must

first pay the excess amount of tax and interest, if

any, and should furnish alongwith the revised return
the necessary receipt. In general, the tax is paid in
cash through the treasury. Howcver, the rules do provide
for meking pgyment through cheques. At least in Gauhati,
the system of payment through chcque is very much in
vogue and there seems to be no problem of bad cheques,
The only problem scems to be that the Taxation Depart-
ment feels that this would lead to extra work load for
them arising from the time lag between the receipt of
cheques and their encashment., Regarding the places where
the amount of the tax can be deposited, it is written

in the notice of demand that the assessee is required to
pey the amount of the tax to the trecasury officer or
‘subetreasury officer, agent of the State Bank of India
or the Reserve Bank of India.



4.5.10 The asscssing officer is required to refund to
an asscssee any sum poid by that assessce in excess o8
sum due from him cither by cash payment or at the option
of the assessces by set—off against the sum due from
him in respect of any other assessment year. There is
also a provision for remission of tax.
4.5.11 The State government for reasons to be recorded
in writing may remit the whole or part the amount of
the tax, interest or penalty payakble in respect of any
year by any asscssee who has suffered heavy loss due to

any calamity.

Trends in the number of agsessees

4.5,12 As stated carlier, there are two groups of
assessees, the first, the individual assessees including
Hindu undivided families, firms, associations of persons;
and the other, companies, particularly the tea companies
in Assam. Therc is no definite trend in the increase in
the number of asscssees (Table IV.7). During the period
1962-1966, the number of tea assessces iere around 430,
otherwise, their number varied between 391 and 399. 1In
the case of non-tea asscessees, the number has declined
from 547 to 412 during 1961-77. In terms of numbers,
therefore, the two types of assesscees are almost equally
important but, as has been pointed out earlier, in terms
of contribution, tite tea sector's share is more than 99
per cent of the rcvenue from the sgricultural income tax.
The average tax paid per assessee works out to be Rs,86.73
in the case of individual assessees and Rs.3.3 lakh in the
case of tea companies. As regards the number of assessees
according to income slabs, no information was available
separately for individual and company acssessees in the
Taxation Department. Similarly, from the availsble .
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TABLE 1IV,7

Number of Assessces under Agricultural Income Tax

Yezr Tea ion-tez TOTAL
1961-62 397 547 946
(42.18) (57.92)
1962-63 4%1 4%6 8e7
1963%-64 470 366 216
1964-65 431 436 867
1965-66 437 4%4 865
(49.83) (50.17)
1966-67 391 270 661
1967-68 391 280 671
1968-69 391 394 785
1969-70 391 35% T44
1970-T1 391 35% 744
(52.55) (47.45)
1971-72 391 3560 751
1972-73 391 370 761
1973-74 394 27% 767
1974-75 %94 379 767
1975-76 394 292 786
1976-T77 394 412 806
(48.88) (51.12)

Source: Same as for table IV.1.

Figures within parentheses iandicate percent#ges
of total.



data, it is difficult o sy anytioing regarding the
contributions of Cirforent incorce slobs to the total

tax assessed and to vno totol tox colle

-

Trends in insititution and dilgposali of assessment

cages wd adricsicn of revigion petitions and
digposal

Aveilaoble ot~ indicate that the disposal of
ascessments hos been very slow (Lople IV.3). The number
of cases pending, woich wag %,179 at the beginning of
1967-68, remained almost stationary, with 3,106 cases
pending at the end of 1976-77. Of thc total pending
cases, more than 30 per cent are under tea (Table A.IV.1).
On an average, 733 cases have been added each year, and
741 cases have been disposed of during each of the years.
Thus, the number of pending cases at the end of the year
has remained almost stationary. There are only two
assessment officers who undertake the assessment of the
agricultural incore tax. It, thercfore, follows that
one officer has becen uisposing of on an average, 741
cases per year.,

4.5.14 Computations contained in table A.IV.3 show
the year -wisc breaktup of the pending assessment cases,
In 1973~74, of thc total number of cases (3,292), 1,181
cases became pending during the same year. If we exclude
these cases, because of thelr ecge being less than a
year, of the remaining 2,111 cases with age greater than
or equal to one year, roughly 9 per cent of the cases
were pending for 5 yeers, 11 per cent for 4 years, 13
per cent for 3 years, 16 per cent for 2 years and 17 per
cent for one year., Similarly, in 1975-76, 10 per cent
of the cases were pending for 5 years, 12 per cent for
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TABLE 1IV.8

Trends in Institution, Disposal 2nd Balance of

Amresrment Coses under Agricultural Income Tax

Capes osending Cases addecd  Cases disposed Cases pending
Year at - haginn- during the of during the at the end of
; ing of the year  year yeaur the year

1967-62 2179 671 541 3309
1 268=09 %%09 680 619 3370
1969-70 3370 144 B84% 3271
1970-71 2271 751 687 3335
197472 5335 761 641 3455
1970 =77 3455 766 962 3259
1975-T4 %2259 ~84 551 3202
1974-75 3292 684 637 5343
1975-76 %473 786 8% 3346
1976-77 3346 806 1046 3106

Source:s Govermment of Assam, Taxation
Department, Gouhati.
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4 years, 13 per cent for 3 ycars, 14 per cent for 2
years, and 19 per cent for 1 year. - The seme position
is seen to hold good in zll the yesrs., Thus, it can
be concluded that the cascs with lower ages counstitute
the bulk of the total pending cases. However, as far
as non-tca pending cascs are concerned, the proportions
have varied erratically.

4.5.15 There has been no consistent trend in revision
petitions, admitted and disposed of, It can be observed
that the number of cases of revision petitions, pending
at the beginning of the year and those pending at the
end of the year, have declined. The decline is mainly
due to a rapid disposal of such cases during 1974-75,
when out of the total of 79 cases, 25 were disposed‘of
(Table IV.9).

Trends in the components of the total demand

4.,5,16 Total demand consists of (i) the arrears at

the beginning of the year, and (ii) the current demand
during the year consisting of demand due to assessment

by the Taxation Department and the tax demand due to
self-assessment, The demand arising due to sclf-assess-
ment, is deposited in the treasury or in other collection
centres, as advance payment of the tax. A part of the
total existing tax demand is, either written off/remitted/
reduced or otherwise adjusted., These adjustments are
required to take account of (i) accounts unrealisable

in the view of the Taxation Department, (ii) refunds of
the tax arising later on due to excess pgyment, and

(iii) reduced tax demand due to revisions and appeals.
Sometimes it also happens that the amount relating to

one revenue head is assigned to another one. On final
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TABLE 1IV,9

n

Twrends in Revision Petitions, Cases Adnitted, Disposed of

‘and Pending ot the End of the Year under Agricultural Income Tax

£at

' Admitted Disposed Pending at

Year Previous during of during the end of
aonting the year the year the year

196G=T0 67 15 5 T
1970~-T1 77 6 10 3
1971-72 T3 [ 3 7
1Q72-73 7 12 6 8%
1973-T4 70 6 6 70
TOT4-T5 70 9 25 54
1975-76 D4 4 6 52
197 6-77 52 26 9 69

Source: Same as for table 1IV,1.
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checking, the amount is allocated to the actual tax

head and adjustments are made for That.

4.5.17 The analycis of asssssnet data reveals that
advance payment of the tax srising ca account of self-

sesessnent constisutes the bulk of the total demand

e

during a year (Table 1V.10). It increased from 2.2
per cent of the total demand in 1671-72 to $1.2 per
cent in 1976-77.
down Zrom 19 per cent in 1971-72 to 7.5 per cent in
1976-77.
the assessing authority has drastically gone down to

The »rovortion of arrezrs has goue

The demand due to the assessments done Ly

TABLE IV.10

Components of Total Demand

( Rs. in lakh)

rrears

at the Current demand

Tobal bezinning Assessment Self ?ssess-
. 2 by tlhie ass- ment (advance
Year . demand  the year I Yo peyment )
awthority ;
1971=72  775.91 147,70 610,94 17.27
(13.04) (78.74) (2.23)
1972-73  480.91 115.58 135433 230,00
(24.03) (28.14) (47.83%)
1973-74  515.31 152,48 114.07 268.16
(25.71) (22.25) (52.04)
197475 635,96 1%6.82 96,02 403,12
(21.51) (15.10) (63.42)
1975-76 1399.38 147,00 97.72 1154.66
(10.50) (6.98) (82,52)
1976-77 1865.71 139.46 23.87 1702,38
(7.47) (1.28) (91.25)
Figures within parentheses Source: Sanme as for

indicate percentages of total.

table IV,8
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1.3 per cent of the total demsnd in 1976~-77 from 78.7
per cent in 1971-72. The magnitude of written off/
remitted/reduced or otherwise adjusted demand has also
gone down fron 4?.9 per cent of the total demand in
1971-72 to 5.2 per cent in 1972~7% and C.1 wer cent

in 1976-77 (Table IV.11).

4.5.,18 Table IV,11 indicates that the proportion of
total demand collected in the same year has increased.

TABIE IV. 11
Collcecection out of Total Demand

( Rs,in lakh)

- Armount
written off/
renitted/re-
duced or Arrears at
“Total - Total . = otherwise the end of
Year  demand collection adjusted the year
197172 775.90 272,82 387 .50 115.58
o (35.16) (49.94) (14.90)
1972-73 480,90 323.54 24.88 132,48
j (67.28) (5.17) (27.55)
1973-74 515,31 368,29 10,20 136.82
| (71.47) (1.98) (26.55)
1974-75 635.97 468,00 20,97 147.00
f (73.59) (3.30) (23.11)
1375-76 1399,37 1259.91 - 139,46
: (90.0%) (0.00) (9.97)
1976=77 1865.72 174%.9% 1.48 120.31
(93.47) (0.08) (6.45)

Figures within parentheses indicate

percentages of total,

Source: Same as
for table

Iv.8
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Total collection constituted 35.2 per cent of total
demand in 197172 and 93.5 per cent in 1976-77. This
has graduslly reduced the propertior of arrears at the
end of the year from 27.5 per cent of the tobal aemant

in 1972-7% to 6.5 per cent in 1976-77.

4,5,19 Table IV,12 iladicates that the collecticin ol

TG T e 3 ki DT s oAt e oyt e T e e e i
Of ;;L.L'I‘&:‘an,}f‘b C Cl’lb [P RN Qd. < 1 P p CSAEONE {I_ A tﬁ DL adl grrenre o T
1y 0 ~ am s e e e o 2 oy 20 Wy R, s LT T o
tlhe becinning ol the yeqr ir 1971-72, ood 28.4 pels cord

in 1976-77. GColleciilon out of current denand fnrmed

TABIE IV.12

Collection out of Arresrs and Current Demand
of Agriculiural Income Tax

( Rs,.in_ lakh)
Ceollection Current Collection
demand dur- out of

Arrears =t
the beginning out of

of the year arrears ing the currsnt
Year vear demand

1971-72 147.70 32611 610.94 22344
(21.74) (36.57)
(10.28) (60.42)

1973-74 132.48 65.71 114 .67 34,42
(49.59) (30.01)

197475 136,82 5%.30 36.02 11.58
) (39.00) (12.0%)
1975-76 147.00 35452 97.72 69.73
(24.16) (71.35)

197677 139,46 39.39 23%.87 2.16
(28.24) (9.04)

Figures within parentheses in
columns 3 and 5 indicate per-
centages of total arrears and
current demand respectively.

Source: Same as for
table IV.8
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36.6 per cent of the current demand, cxcluding advance
payment, in 1971-72 and 9. per cunt in 1976-77. Due
to the rapid growth in the collec.izii on account of

advance payment, the rele »f curreant domand arizing from
the assessments by the asscssing authorily has dinirished

rm .- Y z i T U B = X - T e e s T
(Table IV.13). The growing sigoificance of advance pgynents

dAsLE IVL13

Collection of Arricultural Income Tax

(Re, in lakiy

Collection Collection
out of out of cur- Advance Total
Year arrears rent demand paynment collection
1971-72 32.11 223,44 1727 272.82
(11.77) (81.90) (6.3%)
1972=73 1177 8177 230,00 323.54
(3.64) (25.27) (71.09)
197574 65.71 34,42 . 268,16 368.29
(17.84) (9.35) (72.81)
1974-75 53.30 11.58 403,12 468,00
(11.39) (2.47) (86.14)
1975-76 35.52 69.73 1154.66 1259.91
(2.82) (5.53) (91.65)
1976=77 39.39 2.16 1702.38 1743.93
(2.25) (10.12) (97.62)

Source: Same as for
table IV.8.

Figures within parentheses indicate
percentages of total.

has two advantages: (i) the assessment work becomes lighter,
and (ii) the problems of recovery, arrears,etc. are mini-
mised,

Growth in srrears

4.5.20
stationary, resulting in a declining trend in the ratio
of arrears to collection (Table IV.14).

The amount of arrears have remained more or less

Arrears
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constituted 48.8 per cemt of collection in 1967+-68. The
percentage increased to 69,2 in 1970-71, After this
year, however, there was a gradual decline in the ratio

TABLE IV.14
Arrcar Position of Agriculturzl Income Tax

Arrcars Arresrs as per cent of revenue
Year (Rs. lakh) from agricultural income tax
196768 165 48.82
1970~71 148 69.16
1971=72 116 i 32458
1972-73 132 35458
1973~74 137 , 37423
1974-75 147 31.41
1975-76 139 10,74

1976-77 147 8.43

of arrears to collections., If the years 1975~76 and
1976-77, in whith the tax collections cxperienced a
sudden spurt due to the abnormal rise in tea prices in
the world market, are excluded, arrears can be said to
constitute around one-third of ccllections, Assuming
10 per cent as the normal level of arrears, the problem
of arrears can be said to be of a serious dimension in
this tax,

Trends in arrear collections

4.5.21 The responsibility for the collection of arrears
is that of the agricultural income tax officers. However,
where an agsessee is in default, the agricultural income
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tax officer may order thet the sount duc shall ke
recoverable as an arrear of land rovenus aund forward the
ratber to the collcector. The coliszclor or sub-divi-
sional officer at tne district level, whosoever is given
tiie work of realising the arrcsrs, is knowli ag the
Bakijai cificer, Table IV,15 indicatcee tnat the role

of the agriculturzl incor o tax »ilicer is by Tar nmoro

TAZLE IV,15

Arrear Coliiections under Agricultural Income Tex

(RS. inlak,h)

Collection by Collection
agricultural by EBakijeai
Year income tax oificcrs Total

1970-71 69.36 1.25 70,61
(98.23) (1.77)

1971-72 31.6% 0.48 32.11
(98.51) (1.49)

1972-73 11.36 0,41 11.77
(96.52) (3.48)

1973-T74 63.85 1.86 65.71
(97.17) (2.83)

197475 51.66 1.64 5%, 30
(96.92) (3.08)

1975-76 32417 2435 35452
(93.38) (6.62)

1976-77 37.60 1.78 39438
(95.48) (4.52)

Figures within parentheses indicate Source: Same as for
percentages of total collection, table IV,.8.
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inmportant in collccting the arrears. More than 90 per
cent (between 93 per cent and 98 per cent during 1970-
71 0 1976-77) of the total collection of arrecars is doile
by agricultural incomne tax. ocfficers.

4.5.22 In 1974-75, the amount of arrears under appeals
to the High Court and Suprenme Court amounted to Rs.32
lakh (21.8 per cent of the total arrcars) and those to
assistant comuissioner of taxes (4Appeal) amocunted to
Rs.41 lakh (27.9 per cent) (Tagble IV.16). Only a snall
amount of Rs.8 lakh (5.4 per cent) was involved undser

TABLE IV.16
Arrears Pending under Differcent Authorities

Amount as per-
centage of

. Amount of g 47
Authority arrears

) (Rs. lakh) &frears
High Court and Supreme Court 32 21.77
Revision 8 5.44
Assistant yommission of taxes 41 27.89
Agricultural income tax officers44 29.93
Bakijai officers 22 14.97
TOTAL 147 100,00

Source: Same as for table IV.8.

revision petitions., Arrears amounting to Rs.44 lakh
and Rs,22 lakh (29.9 per cent and 15. pcr cent, res-
pectively of the total) were with the agricultural

income tax officers and Bakijai officers. In effect,
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the role of the agricultural income Lax ofiicer is vital

(@]

in collecting arrsare of tni. vooo =id cxpediting Ui
pace of coliecticui. In tiidls comnecticn, 1t 1s wortl
mnentioning  Tae role of « peri Ser =ab of taxes (netoverny)

o N

Wwio was apoointed in JooLary, 1470 tor coshatl oo oan
experiment:1 vasis, de Zocie afv.r tue work ol rocovery
for all the Toxos., U toe tasiz ni iniomuabtions availa-
Tie in tae Pexatica Devortrent, 1v seewms tnet the exper-
iment of haeving 2 saperintencony ¢r baxes (decovery) aas
been very successful. During 197¢-77, tn¢ collection of
arrears of all taxes under tie PTaistion Departmert has
gone up 1o w.7.31 lakh as compared to w.4 lakh in 1975-70
wnen Pakijal ofricers were underiaking this worx., Con-
sidering this achievement, there is a proposal to have

uperintendent orf taxes (Kecovery) in Tinsukia also.

Q
U

dowever, since only ge regate collection [figures are
gvailable, it nas not been pozcinlie to fina out lLicw
much the collection of arrcars wncer the agricultural
income tax nas becn gpecded up as a result of the
appointment of t.:e special superinteandent of taxes.

inc probiem of tax ¢vasion

£

4.5.23% The problems of tax evazion i the case of the
agricultural income tax should bu analysced separately
for individuals and companivs. Individuals constitute
the unorganised sector in tne rural scector and are
scattered over a large area. They do not maintain
proper accounts. Aol non-company asscssees, tiae firms
and aésociationb of persons do maintain accounts and
texation oi thelr agricultural iuncomes is much less
difficult. 1 tac obuur nand, it becomes relatively
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casy to bring tae orgs.ised company sector inciuding
tic tea gardens into tue tax net. Juese companies
- follow moder:s accountins systerms tecause tueir incomes

are assessed by tiue Central Incore lax bepartument.

4.,5.24 Among the modes of tzi evation, tie most impor-
taat is tarocugn tue wider-reporting of income. 1o what
extent this under-reporting is lLeling practised is very
difficult to estimate. aven thou h the prices of agri-
cultural produce and the magnituue of cgricultural incones
have gone up, the assessew income per assessee might have
continued to be the same. Lnis statement, however, does

not apply to assessed tea income. The abnormal rise in the
world tea prices has been reflected in the growth of assess-
ed income and, correspondingly, a rise in the tax assegsed
and coilected. devertheless, there could still be attenpts
at not revealing the full increase in incomes. Anong tne
ways of evading the tax, an exa geration in the reporited
amount of production expenses, including marketing expen-
ses, maintenance charges, etc., is important. ©he officials
in the Taxation Department agree that there is extensive
tax evasion tirougnh under-reporting of income. dowever, no
estimate has been made by the lTaxation Department. This

is mainly because the department zccepts the assessment

made by the Ceuntral Incone Tax vepartment. Moreover, only
two officers have been assigned to work on this tax. They
have neither the time nor the neaus of undertaking iﬁdependent

survey work.

Cost of tax collection

4.5.25 Cost of collection includes mainly the salary

of the staff engaged in aSsessment, collection and super-
vision. This tax is administered by the Taxation bepart-
ment which also administers at the same time other |



taxes like the salcs taxes, profeseion tax, taxes on
passengers and goods, the cntertai:cocnt tax and elect-

ricity duty. It is didficult t~ ~poortisn conion

TABLY IV,.17
Cogt of Collection of Azricuiiural Incone Tax
Colliction costs ac

Anount ol roveaue irom sgricualtu
N .
Year (Rs. lakh) incori. tax

1965-66 1.05 0.37
1970-71 0.85 0.39
1971-72 1.04 0.29

197275 1.01 C.27
197374 0.93 G.25
1974-75 1.01 0.22

1975-76 Te11 0.09
1976-77 144 0.08

expenses such as overheads o2ad neadquarter expenses
among different taxcs., The Ioxation Department has not
worked out separatcly the cost of colleetion for
different taxes, From the Budget Dscwents, however,
onc can got the cxpenditure on collecting different
taxes for the years 1975-76 and 1976-77. Tor earlicr
years, corresponding figures are availsble in the
Combined Finance and Revenuve Accounts of Central and
ccllicetion of the agri-

iy

State Government., The costs o

cultural income tax as given in the zbove mentioned
sources arce presented in table IV,17. They are seen to
constitute quite a low proportion of the yield from
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this tax, 0.4 per cent in 1965-66 ~nd 0.1 per cent in
1976-77. If we leave out the arn .l years of 1975
76 and 1976-77, when the yield zror this tax went up
tremendously due to 2 sudden spurt in world tea prices,
the costs of collection of this tax may be sald to con-

stitue arcund 0.3 per cent of collcctions,

4.5.26 The low cost of collzction can be ascribed to =2
small number of staff engaged in tlic work of the assess-—
ment and collection of this tax, as well as, to the
acceptance by the Taxation Departuent, of the asscss-—
ment of incomes of tea cormpanics made by the Central
Income Tax Department, It has besn pointed out that
there are only two agricultural income tax officers at
the headquarters. At the lower luvels of tax adminis-
tration, there are only tax inspectors whoe again are very
few in number. Such a small staff could cope up with
the problem of assessment and collection mainly because
(i) the amount collected cores mainly from the plan-
tation sector in respect of whic . the computation of
income is done by the Central Income¢ Tax Department, and
(ii) a sizeable amount of tax is collected by way of
advance payment, and the staff more or less accepts this
as the final payment done, It will be scen from table
IV.13 that in 1971-72, of the total collection this tax
11.8 per cent was collected out of arrears, 81.9 per
cent out of current demand and only 6.3 per cent through
advance payment, The corresponding figures for 1976-

77 are 2.3 per cent, 0.1 per cent and 97.6 per cent,
Thus ,advance payment nas become the najor instrument

of tax collection,
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6. Reforms Recommended

4.6.1 The agriculturel income tox falling con non—-tea
assessees yields only rround R3,34,000 -~ vear., With
only 1wo agricultural income taxy cificers, it is indeed
not possible to undertake o thorough checking of sccounts
and of assessing incomes in such a way =2 to ensure a
minimum of avoidance and .vasion. On the otucr hond, it
may not be worthwhile to increasc thne number of officers
and the cost of collection, becaw.w it i1s very doubtful
that, as a result, there will be saytihing like a pro-
portionate increasc in revenue. Iun the gituation pre-
vailing in Assem, we feel that it is necessary to think
of an alternative way of zcetting = proportionately
larger contribution from the better off agriculturists
rather than to continue to rely on the agricultural
income tax, |

4.,6.,2 In any case, it would scum that the existing
exemption limit of Rs.8,000/= ic too low in the scnse
that the Government is only able to get a very meagre
contribution from those whose incomes. are Rs.2,000 to
Rs.3,000 above this limit., Indecd, it would bhe al-
together beneficial if the exenmption limit could be
raised to Rs,15,000, " Then the Income Tax Department
would have to .deal with a small number of assessces
and, therefore, could profitably concentrate on the
bigger cases., It is likely that the bigger landlords
and owners of orchards, c¢te., would have assessable
income above Rs, 15,000, The c¢nds of equity would be
served if the agricultural income tax could be retained
and made to fall only on this group of agricultural
income carners,
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4,6.3 We would suggest that the raising of the exemp-
tion limit for the agricultural income tax to Rs.15,000
should be accompanied ty the levy of a progressive sur-
charge on land revenue, Resettlement operations in
regard to land revenue have been regularly taoking plecce
in Assam. This being ©o, the basic land revenue coll-
ection is being continucusly rationaliscd, Therefore,
the levy of a surchargé¢ on the basis of land revenue
could not be the subject to the usual argument that it
would tend to exaggerate the distortions already present,
which may be true of States in which no resettlement
operation has taken place for several decades., The
existing 30 per cent surcharge may be merged with the
proposed progressive surcharge. As we have not been
asked to study the taxation of land in detail we have
not gone into the question of the appropriate scale

of the surcharge, However, we know that land revenue
as percentage of net SDP from agriculture amounted only
to 0.5 per cent in 1975-76 and that land revenue tax
per bigha of gross cropped area amounted to only Rs.0.97.
This being so, there certainly scems to be case of ex—
tracting a larger contribution through the direct
taxation of agriculture.

4,6.,4 Since the agricultural income tax would continue
to be levied on incomes above Rs.15,000, it should be
provided that the surcharge on land revenue would be
given credit against the agricultural income tax paid

in those cases,

4,6.5 Raising the exemption limit from Rs.8,000 to
Rs.15,000 would require some restructuring eof the
existing rates of the agricultural income tax. The
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revised rate schedule may be as given belows

Income level Rate
(Ks.) (Per cent)

o - 15,000 0]

15,001 - 20,000 20

20,001 - 25,000 30

25,001 - 50,000 40

50,001 - 75,000 50

75,001 - 1,00,000 60

1,000,001 = and above 70

4,6.6 A progressive rate structure is applied to the

incomes of individuals on the ground that vertical equity
as between rich and poor individuals requires proportion-
ately larger contributions from the former. Obviously,
no such consideration applied to the incomes of companies
which may be owned by rich as well as poor people and/or
by a small number or a large number of shareholders,
Therefore, corporations are usually taxed at a flat rate,
‘although, some concession is often shown to small companies.
Besides, there could be discrimination as between types

of companies. We feel that it would be proper to tax in-
comes of tea companies at more or less flat rates, the
level of the rates being dependent on the type of company
taxed as under the Central Income Tax Act. Foreign
companies could be subject to the same rate of %é& as

- provided for under the Ceutral Income Tax Act for the
non-ggricultural income of such companies. As far as
domestic companies are concerned it could be argued tnat
the same rates as are provided for under the Central enact-
ment could not be applied because in the case of income
from tea companies, it is not possible for the State gover-
nment to tax the dividends in the hand of the shareholders.
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There is, therefore, a case for a higher rate of tax

tc be applied to tane a.ricultural portion of the income

of tine tea companies than is applicd to tae non-agricul-
tural portion. We would recommend that the present rate of
52 pur cent for companics wicse "tstal income” woes ot
exceed 3.1 lakih may be retained and that as regards con-
pani=s whose "total inccomes” ars kil her the generval rato

of tax spplicable to domestic corporatichns uwader tne
Central Income lax plus = 10 per cent tax in lieu of

the dividend tax may be prescribed. This would mean tiaat
as at present the incomes of such companies would be taxed
at 65 per cent and foreign companies be taxed as at Central
income tax. In order that there mgy be no loss 1n revenue
in any given year, the switcn over to the corporate tax
structure gy be made gradually. It is open to tne Gover-
nment to impose a surcharge on the basic corporate tax, if
circumstances should arise, in which companies would be
making abnormal profits.

4.6.7 Tae average price of tea in Assam has gone up sub-
stantially from is.5.33 per kilogram ia 1973-74 to i:.9.84
in 1975-76, and further to f5.11.5 in 1976-77 (Table A.IV.4).
According to calculations made by the Taxation Vepartment,
the a grerate income of company assessees has gone up by
about 65 per cent as a result of this spurt in the tea
prices in the worlid. On the other hand, according to one
calculation made by the same department, the incidence of
Central and State taxes on production and income of tea
companies comes to only i..1.83% per kilogram. In addition,
the general sales tax or Central sales tax is payable.
Bven taking the later into account, it cannot be said that
the total incidence of various taxes falling on the tes
industry is very high at present (Table A.IV.5). Should
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tea prices decline there would be a case for lowering
of the average burden of the agricultural income tax
on tea companies, This could be partly achieved by
the switchover to the corporate tax structurec. Mean-
while, it would be worthwhile for the Government to
continuously keep under review the impact of the income
tax on companies on the funds availsble for redevelop-
ment of old tea estates and the development of new
ones,



Annexure to the Chapter IV

ANNEXURE IV,.1

Bxplenstions Relevant to the Definition of
+he Agricultursl Income in Assam

(i) Where land forming part of a permanently settled
state was acquired by the Government, who later con-
verred tho same to the manicipal authorities after re-

D

covering from them a sum representing the capitalised
velue of tie land, the land was freed from assessment
of lend revenue as completely as if there was no ass-

e the lond is not assessed to land revenue,
~ved therefrom is not considered to be
z ; me, (ii) If the local rate is assessed
d colieccted not by the officers of the Government but

>

by the local athorilty, e.g8., a municipality, the income

lity irs
be purely ce
by Governmens to proprietors who were disposessed by
Goverrment 1s not teken 'as the agricultural income,
becavse the »erson entitled to its receipt derived from
the statutory obligation of the Government to pay it.
However, oome types of malikana pgyable by the Govern-—
ment to certalin proprietors under certain conditions

are liable to taxation under the Agricultural Income

Tex Act. (iv) Annuities received by the owner of agri-
cultural land who sclls land to a third party are not
toxable wnder this Act. (v) Salamies or premia received
by lendlcrds for settlement of waste lands or abandoned

=

heoldings for agricultural purposes, salemies or premia

g



or fee, paid to a landlord for recognition of a trans-
fer of a2 holding from one tenant to ancther are income
derived from land and assessable to the agricultural
income tax. (vi) Mutation fee paid to a Zamindar by
his tenants upon succeeding to occupancy holdings or
tenures by inheritance fall within the dcfinition of
‘agricultural income'. So also the fee paid by the
transferce of a tenure known as landlord's fee fall
within the definition of agricultural income. The
customary renewal fee by some landlords snd sums re-—
presenting customary excesses over such fee are agri-
cultural income., (vii) The compensation paid to an
assessee for the use of the property of a tea estate
did not partake the character of profits because busi-
ness not having been done by the assessee, no question
of profits arose. The amount of compensation received
by the assessee may not be revenue receipts and did
not comprise any element of income., (viii) Income
derived from toddy cultivation is agricultural income
when it is received by the cultivator, whether owner
cr leased of the land on which the trees grow, but if
-the income is obtained by a person who has not pro-
duced the trees from which toddy is tapped or has not
done any egricultural operation whereby trees are
raised, it is not agricultural income. (ix) If a mort-
gager receives rent from tenants, it is agricultural
income in his hands, But it ceases to be such when he
parts with it. Similarly, if the nortgagee himself
receives the rent, it is agricultural income in his
hands and ceases to be such when he parts with it.

(x ) A dividend from a company having agricultural iAaQnaz_

Amw%mw.a, Ay»'wltm/& LY



ig intended to refiur to the roevewwe recelved by direct
asscciation with the land which ic csed for agricultural

purposes and not by indicoctly sovonding 1t to cases where

that revenue or part tncrecf charges honus elther by way
of distribution of dividends or othicrwils Any sum
received by an assessce by way of divideand or profit as
sharcholder in a company shall .ot be again assessed

to agricultural income tax under the Act. (xi) The income
from a process ordinarily employed by the cultivator

is agricultural income if two conditions arc satisfied:
(a) the process to which the agricultural produce is
subjected, snould be one which is ordinarily employed
by a cultivator; and (b) the said process should be
employed i order to render the produce fit to be taken
to market and not for any other purpose.



_‘36_

ANNEAURE IV,2

Latest Rates of Agricultural Income Tax
( Assan )

A, In the case of every individual, Hindu undivided or
joint farmily, firm and other asssociation of persons (otlier
than companies)

(a) on the first Rs.1,000 - Nil
of total incoue
(b) on the next Rs.2,500 - 5 paise in the rupee

of total incone

(¢) on the next Re.2,500 - g " "
of total income

(d) on the next Rs.2,500 - 14 " "
of total income

(e) on the next Rs.2,500 - 17 " "
of total incone

(f) on the next Rsz.2,500 -~ 21" "

of total income
(g) on the next Rs.y,000 - 29" "
of total income

(n) on the next R:.30,000 - 35 " "
of total income

(i) on the next Rs.50,000 - 52 " "
of total incone

(j) on the next Rs.1,00,000- 65 " "
of total incomne

(k) on the balance of - 70" "

total income
B. In the case of evcery conpany:-—

(a) The total inconec of -. 52
which does not c¢xceed
Rs.1,00,000 on the
whole of total incomnme

(b) The totsl income of - 65" "
which exceeds Rs, :
1,00,000 but does not
excecd Rs.2,00,000 on
the whole of total incone

(¢) The total income of - 70
which exceeds Rs.2,00,000,
on the whole of total income
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Provided alwoyo tiars -

(1)

(ii)

(iii)

no s ricultural incoune tax shall be payable
on a tot. 1l =mgricultural income wiich docs
not excecd Rs,8,000;

in respcct of parcgreph A, the sgricultural
incore tax payszble shall not exceed half
the amount by wihich the total &gricultural
Incorme exceeds is.8,000; and

in respoct of parazgraph B, the asgricultural
income tsx payable sicll not exceed the
difference between the total. agricultural
income ond the following linitss-

(a) rupccs forty-eight thousand increased
- by one per cent of the excess of the
total agricultural income over Rs.1,00,000
in the case of every company the
total agricultural income of which
exceeds Rel.1,00,000 but does not exceed
Rg.2,00,000 4 '

(b) rupces seventy thousand increased by
two and half per cent of the excess
of the total agricultural income over
Rs.2,00,000. in the case of every company
the total agricultural income of which
exceeds Rs,2,00,000,



2.

3

4.

De

8.
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ANNEXURE IV.,3

Latest Rates of Agricultural Incone Tax

(Karnataka)

Where the total agricul-
tural income d.es not
exceed Rs.8,000

Where the total agricul-
tural income exceeds
Rs.8,000 but does not
exceed Rs.15,000

Where the total agricul-
tural income exceeds

Rs. 15,000 but does not
exceed Rs,20,000

Where the total agricul-
tural income exceeds
Rs,20,000 but does not
exceed Rs.25,000

Where the total agricul-
tural income exceeds
Rs.25,000 but does not
exceed Rs, 30,000

Where the total agricul-
tural income exceeds
Rs.30,000 but does not
exceed Rs,.35,000

Where the total agricul-
tural income exceeds

Rs. 35,000 but does not
exceed Rs.50,000

Where the total agricul-
tural income exceeds
Rs.50,000 but does not
exceed Rs.75,000

Nil

12 per cent of the amount
by which the total income
exceeds Rs.8,000

Rs.840 plus 20 per cent
of the amount by which
the total income exceeds
Rs. 15,000

Rs.1,590 plus 20 per cent
of the amount by which the
total income exceeds
Rs.20,000

Rs.2,590 plus 25 per cent
of the amount by which the
total income exceeds
Rs.25,000

Rs.3,840 plus 30 per cent
of the amount by which the
total income exceeds
Rs.30,000

Rs.5,340 plus 35 per cent
of the amount by which the
total income exceeds

RS L] 35 QOOO

Rs.10,590 plus 40 per cent
of the amount by which the
total income exceeds
Rs.50,000
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9. Where the totnl agricul- Rt._o 590 plus 45 per
tural iacome exceeds ent of the cmount by
Re.75,000 but coes not which the total income
exceed Rs.1,00,000 exceeds Rs.75,000

10. Where the totnl agricul- R5.3%1.840 plus 05 per
tural income exceed cent of the amount by
Rs.1,00,000 which the total income

¢xceeds Rs,1,00,000

Provided that the agricultural income tax payable shall
not exceed the a2gzregate of -

(a) the agricultural income tax which would have been
payable by the company if its total agricultural
income had been Rs.3 leokhs and

(b) 80 per cent of the amount by which the total
agricultural income exceeds Rs.? lakh.

E., Where the total asgricul- 65 per cent of the total
tural income exceeds agricultural income.
Rs,10 lakh.

Provided that the agricultural income tax payable
shall not exceed the aggregate of -

(a) The‘agrioultural income tax which would have been
payable by the company if its total agricultural
income had been Rs.10 1lskh; and

(b) 80 per cent of the amount by which the total
agrizultural income exceeds Rs.10 lakh.

(3) 1In the case of a foreign company 85 per cent of the
total agricultural income.



- 100 -

ANNEXURE IV.4

Latest Rates of Asricultursl Income

Tax

( Kerala )

(1) In the case of a person otner than a company

Where the total agricuitural
income doegs not exceed
Rs.8000

Where the total agricultural
income exceeds Rs.3,000 but
does not exceed Rs.15,000

Where the total agricultural
income exceeds Rs,.15,000 but
does not exceed Rs.20,000

Where the total agricultural
income exceeds Rs,20,000 but
does not exceed Rs.25,000C

Where the total agricultural
income exceeds Rg,.25,000 but
does not exceed Rs.30,000

Where the total agricultural
income exceeds Rs.30,000 but
does not exceed Rs,50,000

Where the total agricultural
income exceeds Rs,50,000 but
does not exceed Rs,70,000

Where the total agricultural
income exceeds Rs,70,000

Nil

17 per cent of the amount
by which the total agri-
cultural income exceeds
Rs.8,000

Rs.1,190 plus 20 per cent

of the amount by which the
total agricultural income

exceeds Rs.15,000

Rs.2,190 plus 30 per cent

of the amount by which the
total agricultural income

exceeds Rs.20,000

Rs.3,690 plus 40 per cent

of the amount by which the
total agricultural income

exceeds Rs.25,000

Rs.5,690 plus 50 per cent

of the amount by which the
total agricultural income

exceeds Rs, 30,000

Rs.15,690 plus 60 per cent
of the amount by which the
total agricultural income

exceeds Rs.50,000

Rs.27,690 plus 70 per cent
of the amount by which the
total agrioultural income
exceeds Rs,.70,000



(2) In the case of » domestic coipany -

45 per cent of tae

A, Whers the tolhol as

tural income dowd not total zgriculiuvral
exceed Rz.25,000C iinccoue

B. Where the tot«l ngricual-
tural incorne oicoceds
Rs.25,000 but does noh
exceed Rs.1,00,000

Provida
shall not ex

¢ that tie g
ceed the ggrego

(a) the agricultural income tax which would have
been payeble by the company if its total agri-
cultural income nad been Rs.25,000; and

(b) 80 per cent of the amount by which the total
agricultural income exceeds Rs.25,000,

C. Where the total ~gricul- 55 per cent of the
tural incone exceeds total agricultural
Rs.1 lakh but does not income.

exceed. Rs.3,00,000

Provided that the agricultural income tax payable
shall not exceed the aggregate of -

(a) the agricultural income tax which would have been
payable by the company if its total agricultural
income had been Rs.1 lakn and

(b) 80 per cent of the amount by which the total agri-
cultural incone exceeds Rs.1 lakh.

D, Where the totzl agricul- 60 per cent of the
tural income exceeds Rs,3 total agricultural
lakhs but does not exceed income.

Rs.10 lakh.
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ANAEXURE IV.HS

Latest Ratee of Agricultural Incone Tax

(Paril Nedw)

In the case of = person uolding more than 10 sta-

eviablie on tihe totel agricultural

‘f""

income, if it exceceds thne exempted 1imit of Rs.5,000

ot the rates specifiizd below -

Latest rates of agricultural incone tax

1. On
2. On

3., On

5. On

the
the

the

the

the

the

first Rs.5,000 c¢if total agricultural income-
next Rz.5,000 of total sgricultural income-

next Rs.5,000 of totai agricultural income-

next BRs.5,000 of total azricultural income-—

[

next Rs.5,000 of total cgricultural income-

next Rs.10,000 of total agricultural income-

next Rs.15,000 of total agricultural income-

Nil
15

paise
in the
rupee
25
paise
in the
rupee
230
paise
in the
rupece

35
paise
in the
rupee

45
paise
in the
rupee

50
paise
in the
rupee
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S, On the balsuce ol tobal agricoitural iancome—- 55 poise
in the

Ty g o~ o ~ier R O s .
In the case o ¢ compony, sygricultural inconme tax

is charged ot the woxiium of 55 palsce in the rupce on

the whole of the totel sgriculturcsl incorme,
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ANUEXURE V.5

letest Rates of Agr. dtbuc ol Trcone Wax
(Weat Tongat)

As (1) In vhe case o every indivadasl, Hindu undivided
farily (other ftuo~a o Hinda undivided family cor-
sisting oy brothers cnly) -

(a) On the first Rs.1,50C

of the total agriculitur:d Nil

incone. '
(b) On the next Rs.3%,500

of the total agricultural

income, 5 paise in the rupee
(¢) On the next Rs.5,000

cf the total agriculiural

income, 10 paisc in the rupce
(d) On the next Rs.5,000

of the total agricultural

incone, 17 paise in the rupee
(e) On the next Re.5,000

of the totel agricultural

income, 2% paise in the rupee
(f) On the next Rs.5,000

of the total agriculturcl

incone, 30 paise in the rupee
(g) On the next Res.5,000

of the total agricultural

incomne, 40 pzise in the rupee
(h) On the next Rs.10,000

cf the total agricultural

income. 50 paise in the rupee

(i) On the balance of the
total agricultural income. 60 paise in the rupee
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(2) In the case of every Hindu undivided femily which
consists of brothers only -

(a) if the share of :

. hrotiicr

is Rs.3,000 or lch 2 palise in the rupee

(b) if the share of a brother The average rate szppli-
exceeds Rs.3,000 cable to the share of

guch brother if he were
assessed as an individual

Explanation -~ Por the purpose of this Scaedule -

(1)

(ii)

(iii)

"brother" includes the son, and the son of
a son of a brother and the widow of a
brothers

"share of a brother" means the portion of
the total agricultural income of a Hindu
undivided family which would have been

‘allotted to a brother if a partition of the

property of such family had been made on
the last day of the previous years;

"average rate" means the amount of agricul-
tural income-tax payable by an individual on
his total agricultural income divided by the
amount of such total agricultural income.

B. In the case of ev;ny domestic company, flrm or
other association of persons -

(a) in a case where the total
agricultural income does
not exceed Rs.1,00,000 65 paise in the rupee

(b) in a case where the total
agricultural income ;
exceeds Rs.1,00,000 75 paise in the rupee

€. In the case of a foreign company -

On the whole of the
total agricultural

income

80 paise in the rupee



V. SAI&ES TAXES ;0 ANALYSIS O SITRUCTURE

~

5.041 Assam is amcns the first few States which intro-
duced sales taxation in the country soon after the en—
actment of the Government of India Act, 1935, The first
attempt in this direction was to levy a sales tax on
motor spirit in 1939, <£irnce then the coverage, the scope
and the structure of sales tax system in the State has
undergene perceptible changes thrcough amendments to the
initial legislation as well as the introduction of new
legislation.

1. The Bvolution

5.1¢1 Chronologically, after the introduction of the
sales tax on motor spirit in 1939 the folloWing major
sales tax zcts were enacted: Assam Sales Tax Act in
1947, Assam Sales of Petrecleum Products including Motor
Spirit and Iubricants Tax Act in 1950, Assam Finance
Sales Tax Act in 1956, the Additional Duties of Excise
(Goods of Special Importance) Act in 1957, and Assam
Purchase Tax Act in 1967. Besides, the Central Sales
Tax Act of 1956 was also applied to Assam. The sales
tax system of Assam, like those of other States can,
thus, be classified into two categories: one comprising
the Central sales tax, and the law empowering additional
excise duties; and the other consisting of State sales
taxes governed through the four different enactments.

Assam Sales Tax (AST)

5.1.2 The Assam Sales Tax Act was introduced to levy
a general sales tax at the last point effective from
December 24, 1947. Initially, it covered dealers



- 107 -

having a turnover exceeding Rs.10,000. The turnover
exemption level was reduced tc Hs.7,500 from April,1950,
but was raised to Re.12,000 in 1954, It has remained at
that level ever since. The gocods -ander the Act were
classified into two categories. The gencral goods were
taxed at the rate of six pies in a rupee (approximately
6.35 per cent) and luxury goods were taxed at the rate

of nine pies in a rupee (9.4 per cent approximately).

The latter rate was raised to one anna in the rupee (12
per cent approximately) efiective Irom April 1, 1949.

The rate of tax on cigarettes, cigars and tobacco, when
sold in sealed containers was raised in 1954-55. Some
institutional sctivities, such as production of cottage
industries, were granted exemption., Goods scld by
Defence Service Instsllations were also exempted. Owing
to the enactment of the Central Sales Tax Act, the State
was restrained from>levying a tax of its own on sales
causing movemcat of goods in inter-State trade or in

the import or export of goods. In 1957 the rates of tax
on declared goods, luxury goods and other goods were
raised to 2 per cent, 7 per cent and 4 per cant, respect-
ively., In purcuance of the decision taken at the Finance
Ministers Conference held in February, 1963, the rate of
tax on luxury goods was further raised to 10 per cent with
effect from April 1, 1963. The genéral rate was enhanced
from 4 to 5 per cent in 1964. The rate changes were
effected both for raising resources as well as for bring-
ing a greater degree of uniformity in the rates of taxes
in the neighbouring States.

Assam Finance Sales Tax (APST)

5¢1.3 The Assam Finance Sales Tax was a first point
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levy onn g few cormoditics leview with offect from July
W/

1, 1956, 7Phe commoditics wer: (i, cigorotices, cigars

and E”Okl‘ﬁ tobhacco im oualsd contodners, (ii) suger

(iii) mutcaes and (iv) bidi =nd Tinished tobacco used .

ey

in the nmenuiscture ol bidi. The poabes of fax on these
goods were 11U 4 wrie T ouer cemb, respectively.  Just
& 9 ] o 9 ks )

A
like the other Stebtorn, asion also adopied tihe first peint
tax to check evaglon and tc colleev the tax cowmvenientliy
ab the time of iﬁ@ort or nanafaciure. Coversge of the

initially boccousce of impositicn ol addi-

tax was chainged
tional excise dutics on cigarettes, cigars, smoking
tobacco and sugar in 1957 and subsequently by bringing
new items such as bicycles, vegetable ghee, cement and
paints under the Act from April 1, 195&. The tax rate
on the general categery was 4 per cent, but on luxury
goods it was raiscd from 7 to 10 per cent in 1963 as
under AST. A number of other changes were introduced
in 19644 including the increase in the rates on many
commodities. Coal, coke and coal gas were brought under
the purview of AFST and a tax at the rate of 2 per cent
was levied orn them. Articles of electoplated nickel,
silver or german silver goods, perambulators, carpets,

)

rate of 10 per cent., Thus, in regard to AFST there have

foam products, etc., were subjected to tax at the higher

becn changes both in the rates of tax as well as in the

COVETage.

Tax on petroleun products

5eled The tax on moter spirit and lubricants was first
levied in 1939 when the coverage was limited to a small
number of commodities. It was a last point tax with a
very low rate of tax. Since then changes have been
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made. Not only the coverage has been broadened, but
also the rate of tax has been enhanced., Even the ori-
ginal Act of1938rns been substituted by a new enactment
called the Agsam (Szles of Fetroloum and Petroleum Pro-
ducts including Motor Spirit =nd Iubricants) Taxation
Act, 1955. The incidence of the tax was raised under
the iew Act. The rate of tax on motor spirit was raised
from 3 to 5 annas per gallon on dicsel oil from 1% annas
to 3 annas and on lubricants from 4 to € annas, The tax
was applied to crude oil at the rate of one paisa per
litre effective from April 1, 1960. The tax on petrol
(motor spirit) was in course of time raised from 7 paise
to 8 paise per litre and the rate on diesel from 5 to

7 paise per litre., Petrcleum coke, petroleum goods and
other derivatives were taxed in April, 1959.

Purchase tax

5¢1.5 Iilre many other States, Assam also levies a
purchase tax on some commodities through the Assam Pur-
chase Tax Act, 1957. This tax, imposed on purchases from
the point of administrative expediency, is being levied
on paddy, raw jute, hides and skins and bones. As there
are only a few mills buying and using jute and hides and
skins as raw materials and as the marketing of paddy in
the State has been regulated through the State Federation
of Marketing Cooperatives and the Food Corporation of
Indi=, levy of a purchase tax on these goods has been

found more convenient than to levy of a sales tax.

2o Piscal Importance

5.2.1 Though of comparatively recent origin, sales taxes
have come to occupy a very important place in the fiscal
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structure of the Stotes. They heve becore the most
Cimportant source of revenue in the budgets of the States,
In most of the States, ac shown in Chropter II, it ranks
as the laorgest single scurce of revenue and enjoys pride
of place as the mainstay of States' finences, yielding
up to the extent of 60 per cent of States' own tax reve-

nue in many cas

5¢262 In Assam, the reccipts from sales taxes incres—
sed from Res.251 lakh in 1960-61 to Rs.2,197 lakh in .
ﬁ976—77 (Table A.V.1). Alongwitih thetremendous growth
in absolute terms, the relative importance of the tax
has also insreased over the years., Its contribution to
total tax revemue has increased from 15 per cent in 1960-
61 to 33 per cent in 1976-77.

5¢263 During the period 1960-€1 to 1976-77 sales tax
revenue incrcased at a compound rate of 15 per cent per

o

annum, During the same period, the growth of tax revenue

t

excluding sales taxes was of the order of 5.6 per ceut
per annun., These percentazges nliarly demonstrate the
growing isportance of sales tox revenue in compariso:i

with other sources of tax revenac, Nevertheless, the

rate of srowth of snles te2x revenue in Assam has been low
as compared to growth oi this irnortant source of revenue
in other States., The rate of growth of this tax in
Assam, as snown in chapter 11, has been the lowest among
all the States excepting Bihar and West Bengal., This calls
for a scrutiny of the causes resporsible for such a !
phenomenon,

5.2.4 For examining the factors responsible for the
low rate of growth, it is esscntisl to take note of the
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different component: of sales
ne share of AST has de-
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in table V.1 show that wheres
clined from 5% per cent in 196@—61 to 10 per cent in
1976-77, the share of AFST has increascd from 7 per cent
to 41 per cent during the same period., This decline in

is not

the share of AST and increase in the

>

< true reflection of the trend in bthe revenue of either

of the taxes, because the coverage of these two taxes
has changed over ftus years, various comeodities belng
shifted from one to the other fror time to time, In view
of this historical inter-dependence of the bases, we could
analyse the trend of the two together. It 1 from
table V.1 that the combined share of thesc taxes has de-
clined from 60 per cent in 1960-61 to 51 per cent in 1976~
77. Thus, the yield of these two "general” taxes did not
grow proportionately with the increase in the yield of
other sales taxes., It is noteworthy that Assam derives
cnly 51 per cent of its sales tax revenue from what may

be called the gensral sales tax.

5.2.5 AST and AFST denote the last and the first point
taxes, respectively. Changes in thie bases of these taxes
thus reflect a shift in the emphasis of the State on
revenue collection through the two different points of
levy. Whereas the State collected more than 50 per cent
of the revenue in 1960-61 from the last point tax, the
yield from it has come down tc
the total yield of sales taxes in .976 77. On the con-
trary, the share of the first point cales tax has in-

o

cagre 10 per cent of

creased from 7 per cent to 41 per cent during the same
period. This shift may be partly explsined by the di-
Tferent elasticities of taxes on different commodities,
but is mainly due to the shifit of commodities frem the
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TABLE V,1

Revenve from Sales Tax according to Different Acts

—— - —— —— - o —— - ot i b e b

Purchase
Year A.S.T. A.F.S.T. Total tax M.S.T. C.S.T. TOTAL
(1) (2) (1+2) (3) (4) (5) (1+243+4+4+5)
1960-61 122.89 17.11 150,00 - 100.92 5.38 256.230
(51.85) (6.68) (58.53) (39.38) (2.10)
1G &R € 125, 4¢C 221.06 356,72 - 367.53 58,32 782.57
(17.34) (28.25) (45,59 (46.96) (7.45)
1970~71 95,77 491.01 586,73 - 547.05 62,16 1196.94
(£.00) (41.02) (49.02) (45,70) (5.28)
197172 107.22 547,22 654,44 1.48 571,62 76.71 1304.25
(8.22) (41.96) (50.18) (0.11) (43.83) (5.88)
1972-73 121,06 628,05 759,12 14,43 539, 67 132,08 1445.30
(e.07) (47,46) (52.52) (1.00) (37.34) (9.14)
1973-74 141.62 728,31 869.93 47.48 579.90 169,91 1667.18
(8.49) (43,69) (52.18) (2.85) (34.78) (10.19)
1974=75 167.78 851.98 1019.76 51.54 632.79 437.39 2141.48
(7.82) (39.,78) (47.62) (2.41) (29.55) (20.42)
1675-7¢€ 218,86 1118.15 1337.01 91,61 657.25 690.25 2776,44
(7.£8) (40.27) (48.16) (3.30) (23.67) (24.87)
1076=77 295,67 1196.75 1492,42 95,07 692,26 637.02 2016.77
(10.14) (41.03) (51.17) (3.26) (23.73) (21.84)
Annual rate
of growth 15.00 11.10

30.65

Figures within parentheses indicate percentsge of total sales tax revenue.
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last point to the first point levy,.

5.2.6  The revenue Gulen hax on petroleum pro-

ducts and iubricants (937) has chow = trend similar to

hat of the conbined revormue Jiom A =nd AFSE, As 1n

the case of the latter, the revenue Irom the Jormer has

A

increased substantially in ehsoi bt terms but its share
in total sales tax rovenue hag Jec.ined from 40 per cent
to 24 per zsent during the period,

5.2.7 The Central sales tox (CST) hes recorded a very

high rate of grewth. Whereas, its yield was Rs.5 lakh in
1960-61, the revenue rose to Rs.637 lakh in 1976-77. This,
therefore, recorded a 30 per cent rate of growth per annum
over the period but there was o steady growth of this
magnitude from year to year, Such a high period rate of
growth is attributable to a special factor. The produc—
tion of crude oil by 0il India Limited increased frow the

ear 1962-63, The company had been despatching a lavge
part of its output to the Indian 0il Company refinery =t
Barauni in Bihar, but initially o GS5T was paid by the
Indian 0il Company on those despstches or sales, however,
in 1974-75 on an appeal by State of Assam, the Supreme
Court gave the verdict in favour of the State. This
judgement, therefore, led to an increase in the revenuc
from CST on crude in the ycar 1974-75. Earlier, in the
year 1972-73, the exemption which had been given in res-—
pact of some petroleum products zince 1966-67 was with-
drawn. Thus, the tax was levied on all those commodities
which were hitherto exempted causing an increase in
revenue from the year 1972-73 onwards.

5.2.8 An adequate analysis of the impact of sales tax
on the economy and a judgement of the cfficiency with
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which tax is being collected are wo.zible only if one could

study the cormodity composition of fTaxnsble turnover and tax

[

3 T, B e I en T 3 = A e B S P TR B
yield, Unfortunately, relisbic dats giving tiae bresi—down

cf tax yicld or texasbls turnover by rajior commodity groups

are not avallasble for thie Stato,

collected on a sample vasis war nede gvaillable by wae Taxa—

H 4 T ey P . - [ R 4 SN B U ) e T e
tion Dopertment, At the outects 29 passe be pointed out tiwat

I e 2 e o v Cev e e e PR R T .
RN _-_LL;OI‘IZL;;;'tlfJ.u, Lo TLe nest i oo SNOWACGHATE . was not

collected on a2 systomatic sampre vasis and, thercfore, it
ig subject to a large margin of error. Zhe analysis of
commodity composition given below should, therefore, be

taken to indicate only the broad magnitudes.

5.2.9 The information on thc commodity composition cof
yield of State sales taxes given in table V.2 highlights
the fact that the State is heavily dependent upon petro-
leum products. The revenue from these commodities is as
high as 31 per cent in 1975—76;/ Another important revenue
earner group consists of motor wvchicles, motor cycles,
scooters and battzries (revenue 14 per cent), Such a high
proportion of revenue from these two groups suggest heavy
reliasnce of the State government on the asutomobile industrye.
In terms of shares in tne total cales tax revenue, the only
other important groups are medicines and chenicals, hard-
ware and sanitary goods and declared goods. Bach of the
groups claims about 3.5 per cent yield. The commodities
yiclding revenue ypre than 1 per cent bubt less than 2 per

1/ This is apart from the yield of the CST on crude oil.
If the MST and the CST on crude are taken together,
the share in total sales tax revenue amounted to 36.5
per cent in 1975-76.
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cent are shoes and leather goods, cluctrical goods, ghe:,
timber, iron and stzel, and paints vid colours, Herein
it is important to note that & suc vential cliwlr of revemue

(2% per cent) nas no broagk-up oy comroditics and is classi-

e
ot
(e
a}
[

fied as "other geoods". hie leads as to suggest that

exists a great scope for diversification I wevenue,

5.2.,10 The buoyancy o

very high, Itheugh the buoyancy oL zeles
State is higher than that of a few neighbeouring States,

it is not high when compared vo nziy other States. The
buoyancy of the group of taxes is 1,56 in Assan as con—
pared to the higher buoyancies of 2.11, 2.19 and 1.89 in
Karnateka, Rajasthan and Madhya Pradesh, respectively,

As regards the buoyancy of the different components of
sales taxes, the CST is seen to he the nost buoyant tax.

We have explained the special facter causing a spurt in
revenue from this source., The next buoyant tax is the

MST. This high buoyancy may be attributed to several
factors., PFirstly, therc has been a rapid growth of con-
sumption of petrcleunm products partly duc to the presence
of the Armed Forces within the territory of Assam. Second-
ly, in 1972-73%, exemptions wiich had been previously
granted in respect of scveral petroleum products were with-
drawn. Thirdly, the MST was used as an instrument of
additional resource mobilisation to a substantial extent

- the coverage was extended znd several rates were re-
vised upward. Lastly, there has becen an increase in the
output of crude which, when sold to the Gauhati refinery

is subject to tax at the CST rate.

5.2.11 The income elasticity of total sales tax revenue
in Assam is not high as compared to many other States,
It is of the order of 1.4, as compared to 1.6 in Bihar.



Although, it is aigher than in Wess 3engal (1.2), it is
ruch lower than in cany other 3t.t .o wasre the elasticity
i of even higher magritude. Karuataks has the maxinum
elasticitysi.e., 2. . The clasticity of the MSI in Ascanm,
hest

d
among all the States, Uttar Pradesii’'s belng the highest

i

onn the other hand, iz hicgh. It is the sccond hi

(1.59 as corparcd to 1.40 in Aszam),

3 Exenmptions frorm Salces T

&S]

5.5.1 As in other States, in Assam too, various exen-
ptions are grantced from the sales tax, The exemptions
granted are of various types and are for various reasons.
The ecxempted goods and activities can be classified under

a few major heads.

5.%.2 First come goods which may broadly be considered
as basic necegsities., These corvodities are exenpted,
primarily on equity considerations, Bxemption of commo-
dities consumed mainly by the people in the lower income
groups serves to makce the tax structure progressive, But
all necessities are not exempted on this ground. For,
that would deprive the Goverament of sizeable revenues.
Hence only commodities which are cruciagl in the budgets

of the lower income groups get =xemption.

5¢3.5 Most of the exemptions granted under the sales
taxes in different States are for necessitics. But

e

there is no uniform policy and the practice difrers frem
State to State., The details of such exeuptions are
presented in annexure I. It is seen that fish, vege-
tables, fresh fruits, meat, milk and cther perishables

such as buttermilk, curds, lassi and chakka are exempted

by most States. Cereals and pulscs are exempted by twelve
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betelnuts;

fish, ghee (but not vegetable ghee), dahi,
butter, cream, casein, meat and vog@tabLes
(but no onion, gariic, splices and condi-

ments), except when sold in sealed con-
talners;

Tlour, including atia, mszida, suji and bran;
Iresh fruics;

gur and moLassos

mastard oil,
mustard an

mustard sced and rape secds

52303

salt cxcept when so0ld in sealed containerss
rated or mineral

water out net <digtilled, ae
es or segled con—-

water winen sold in bottl
tainers,

exeunptions granted to another category

of goods which may be considered necessities or essential

goods in the sense that these

health or essential for certsain s

are either necessary for
socially desirable acti-



vities. It is not wncommon for Stale governmeats to exempt

gquite & few of such commodities from sales taxation. In
i

Assam the following categori

s and epecific commodities

are currently bceing cuempted:

(i)
(ii)

(iii)
(iv)
(v)

(vi)

(vii)

(viii)

(ix)

(x)

books, periodicals and newspapers;

(a) anti-malaria drugs, viz., quinine in
powder form, guinine pills (Lut net
sugar coated), guinine alksaloids, nalis
of cinchona and its alkaloids, totaguina,
cinchona fabriiuge and chloroguine group
of drugs, e.g.,nivaquine reschochin and
comoquine, wiether in solution or in
powder or in tablet form, paludrine and
Caraprim;

(b) enti-kalae-azar drugs, viz., urea sti-
bamine and pentamidine isethionate;

(¢) vaccine, viz., small pox vaccine, cholera
vaccine and T.A.B. vaccine g

fire wood;

mathematical instruments for students
slates and slate pencils;

pencil, paper, blotting paper, ink, .ink pot,
penholder, nib and eraser purchased for use
by students on production of a certificate
to that effect from the head of institutions

scale, colour box, painting box, school map,
exercise books and drawing bookss

grass used as cattle fodder only;

leather cloth and inferior or imitation
leather cloth used in book binding:

book binding cotton fabrics.

5.3.6 The third type of exemptions are granted for goods
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sold to, or by particular social or cconomic institutions

or units,

Such exemptions are intended to encourage sither

certain types of production in preference to cthers (for

example, ghani oil in preference to machine ¢il), or cer-

tain institutions (for example, co-operative societies,

khadi, village and small scale industries) in preference

to others,
(1)
(ii)

(iii)

(iv)

(v)

(vi)

(vii)

(viii)

(ix)

In Assam such exemptions are as folliows:

Endi and Muga yarn and clothjg
handspun cotton yarns

handloom cloth woven out of handspun cotton
yarn.

publications issued by the Publications
Division of the Government of India, Ministry
of Information and Broadcasting s

gyurvedic, homoeopathic and unani medicines;

potteries when sold by producers co—opera-
tives on furnishing an annual certificate

from the competent officer of the Co-opera-
tive Department to the effect that they
continued to produce these goods by the labour
of their own members without cngaging any
hired labours

khadi and/or products of village industries

as defined in the Khadi and Villgge Indust-—
ries Commissions' Act, 1956, when sold by a
producer and/or organisation certified for the
purpose by the Khadi and Village Industries
Commission or the statutory State Khadi and
Village Industries Board constituted under the
Act of the State;

hand woven silk (Pat) cloth when produced and
sold by Weavers' Co-operative Societies g

Endi spinning and Muga-cum-Tossar twisting
and reeling machine popularly known as
Nidhiram type;
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(x) Patidoi sutbs

(xi) article donated by manufscturers and dealers
as gift for the use by the Armed Porces on
production of certiiicale from tne local
Station Comivander cof the Armed Forces or nis
authorised agent to the effect that the
articles are donabted ac gifts for the use of
the Armed Forcos,

(xii) peper uved for printing text books approved
by the text bvook committee, Usiversity and
other zducational autheoritics, e.g., Higher
pecondary Eaucaticnal Board, on production
of certificates.,

5.%.7 FPFourthly, there arec cxemptions granted in ordexr to
fulfil obligations arising from inter-State or inter-
national agreements. Under this category, Assam grants
exemption from sales tax under the following conditions:

(i) when goods are exporied to Bhutan, on
production of a certificate from the Commi-
ssioner, the Deputy Commissioner or the
3.D.0's Sourthern Bhutan, at Sonbhog to the
effect that goods are for export to Bhutang

(ii) when goods are purchased by the Indian Aid
Mission, Nepal, on production of a certifi-
cate from the Director, Indian Aid Mission,
Nepal or his guthorised asgent to the effect
that the goods are for use in Indian aided
projects in Nepal; and

(iii) when goods are exported to Sikkim, on pro-
duction of land customs receipt or certifi-
cate of the Government of Sikkim to the
effect that the goods are meant for consum-
ption in that country.

5¢%.8 Fifthly, in most States certain producer goods or
inputs used in agriculture or by small scale industries
are exempted. Under this category, Assam exempts the

following goods:



(ii)

(iii)
Taw Sill

(iv) oil cake,

In addition to the szbove, cxemptionr are grected also

to cuch commoditiecs su cotton, wugarcone sold so sugar
factories, rubberised shects or syrthetic watcrproof
fabrics whether single textured or double textured, green
tea leaf and furnace oil when sold to public utility under-—
takiqgs for gencration of electric energy in the State,

5¢%.9 Lastly, there are sonme cxemptions fromn sales taxa-
tion granted vecause the goods concarned are taxed under

<

a different statube vyoone dtate 1tseli or by tne Union

government tinrough an agreement with the States. Bxanmples
0f theose arve electrical wnergy (subjcect to electricity

duty), cotton textiles, sugar and tobacco (subject to
additional excise duty).

4, Rate Stmicture

5.4.1 The rate structure of gencral sales taxes in Assan
iz fairly simple, as ceorpared to tnat in scveral other
States. If one leaves out the MST, then the number of rates
amounts to 10, of which 3 rates rsclate to liquor and pre—
parations containing liquor. Thusz it night be said that
there are seven rate categories under general galeg
taxation applicable to various gzoods other than liquor

(see Annexures V.1 to V,5, for details on rates).

5.4,2  The AST (last-point levy) has three rates: a
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general rate of 6 per cent applicable to the vast majority
of goode taxable undcer it; 4 per cent applicable to de-
clared goods; and 3 per cent on rcady-nade garments made
of cloth not containing synthetic fabric or yarn, Under
the AFST (first pcint levy) apart from the 3 rates appli-
cable to liquor therc are 4 rates: 7 per cent on the gen-
erality of goods taxable under it, 12.ped cent on goods
identified as luxury goods, 10 per cent on ccment and 4
per cent on iron and steel, and coke and coal gas which
are declared goods coming under the first-point tax. Thc
liquor rates are 14, 20 and 25 per cent, Iastly, the pur-
chase tax is levied at 3 rates, namely, 4.3 and 2 per cent,

5¢4.3 The major aspects of the tax structure may be
noted, Pirst, the differential and higher taxation of

- certain categories of goods is sought to be achieved through
the first-point levy., Second, low rates of tax ranging
from 2 to 4 per cent are applied to goods which are nece-
ssities, or are agricultural or other basic raw materials,
or are covered by the list of declared goods., There is
then a 'general' rate, applicable to the majority of goods,
which is 6 per cent under AST and 7 per cent under APFST.
Lastly, special rates on luxury goods and liquor, to which
the higher rates ranging from 12 to 25 per cent are applied.
An odd rate of 10 per cent is applied to cement. The
reason for this speciél treatment is not clear,

S5e¢444 The fact that many necessities (as detailed in
paragraphs 5,3.1 to 5,3,5) are exempted, or if taxed, are
taxed at relatively low rates, and the higher taxation of
nonenecessities and luxuries, serve to make the tax
structure broadly progressive,

50445 Apart from the general sales taxes (AST and APFST),
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there are,of course,the"purchase tax and the MST. Rates
of purchase tzx vary between 2 and 4 per cent (Annexure
V.5.). The lowecst rate of 2 per cent applies to paddy.
Understandably, this basic necessity is taxed at 2 per
cent. It has bcen possible to levy and collect this tax
mainly because until recently there lias been nonopoly
procurement of paddy in the State by tae Food Corporation
of India and the Assam State Co—operative Marketing Con-
sumers' Federation ILtd. Raw jute is taxcd at 4 per cent
and hides, skins and bones of animals, birds, ctc. at

3 per cent,

5.4.6 As indicated in paragraph 5.2.8, the Government
of Assam derives not less than 36.5 per cent of salqg tax
revenue from the taxation of petroleum products (incluﬁ-
ing the CST on crude). The structure of the MST in
Assam is given in annexure IV.4. The rationale of the
structure. is discussed later. The main point to note here
is that most of the rates under the MST are specific
rates. Ad valorem rates of 4 per cent and 7 per cent are
applicable only to petroleum cokec on the one hand and
petroleum gas, natural gas and derivates of petroleum
and/or natural gas. These rates of 4 and 7 per cent
correspond to two of the rates under AFST,

5.4.7 A comparison of rates of gencral sales tax in
Assam with those in the States in its neighbourhood
reveals that the level of taxation of necessitigs in
Assan is the same as that of West Bengal but is relati-
vely low in comparison to Bihar and Orissa (Table A.V,2).
In Assam, cereals and pulses are exempt from tax except
for paddy which bears a purchase tax of 2 per cent ad
valorem. Rates of tax on other items are relatively high
in Bihar and Orissa. The rates of tax in Assam in the
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case of many other food srticles sre also cf low magni-
tude as comparcd to those prevailiog in the other States.
Vanaspati is taxed at the rate of 7 per cent in Assarn,
and Orissa as comparcvd to 8 and 9 per cent in West Bengal
and Biher respectively. =Two types of edible cils import-
ant in the food basket of the masscs, namely, mustard oil
and rape seed oil, arc cxempt in Asssm and West Bengal.
The other two States tax these conmodities at the rate of
4 per cent, In the case of non-food items the rates of
tax in Assam, in general, are cormparablc to thosc in the
neighbouring States, A few ninor variations exist in the
rates applicable to footwear, hosiery goods and garments,
The most striking difference, however, is related to the
list of consumer durables, This list in Assam is smaller
and the highest rate applicable to most luxuries is low as
compared to the other States, The general rate is 7 per
cent in Orissa and Bihar, both at the first and the last
points, Whereas it is only 6 per cent at the last point
in Assan.

5¢4.8 For drawing any conolusion from the above com-
parative picture of rates of tax in Assam and in the nei-
ghbouring States, it should be borne in mind that the
comparison excludes the differences in the effects on
economic activities on account of variations in rates

of the MST and in the treatment of raw materials and pro-
ducer goods,

5 Taxation of Inputs

5¢51 Inputs may be defined as units of goods bought
by producers for further production or precessing. The
term input includes raw naterials, consumable items like
fuel and lubricants, packaging materials and machinery,
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If the sales tax is applica to =zl goods including inputs,
it is gencrally argned, certalr undesirable conseguence
would follow. For one thing, vervical ‘ntegration would
be promoted~ Scecondly, there would be casceding and un-—
wrolled in egnce »i taxation orn final products, It
iz deerdhl” to elirinate or mitigate tnesc harrmful eco~
nomic effects., Morcover, dtate 5ovcrnments would like
industries to be located within their respecthive borrders,
For one or more of these recasons, most State governments
have accorded concessional treatnent to raw materials and
some other inputs under their sales taxes. However, such
concessional treatment is not usually e%tendcd to fuel

or power or consunable items.

5.5.2 In Assam although certain inputs are exempted
from tax and a few others are taxed at a nodcrate rate,
no systematic or cormprehcensive exemption is being granted
to inputs sold to manufacturcrs. Two inputs that arc v
cxempted are sugarcane and chemical fertilisers, All other
inputs are now being taxcd either at 4 per cent or at

6 - 7 per cent. The lower rate of 4 per cent is charged
only if the raw materials happeh tc be declared goods.
Several important inputs like caustic soda, potash, exp-
losives, and other chemicals arc taxed at 7 per cent.
Taxation of most of the fucl itcms is governed by the
provisions of the MSI and they arc taxed at approximately
10 per cent, Althcugh petroleun coke is only taxed at

4 per cent, packing materials ar: mostly taXud at 6 - 7
per cent.

5.5.3 The AST does provide for thr grant of concessional
treatment to, or total cxemption of, raw materials sold to
manufacturcrs, which would be physically embodied in the
final products. The rclevant provision recads: '"The State
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government may, by rules, provide that in such circum-
stanceg and subject to such conditions as uay be pre-
scribed, a drawback, a set off, or a refund of the whole
or any part of the tax paid in respect of any products
or raw mgberials under this Act for use by any dealer

in the manufacture of goods for sale, be granted to such
dealer.” Notwithstanding the provision, no rules have
been framed under the Act, Again in the Assar Finance
(Sales Twi) Rules, 1956, a provision for exemption for
sales tax paid on raw mgterials was made. At the time
of enactment the provision was unconditionsl., It was
changed in 1971, making the new clause retrospective from
January 1, 1968. In the revised rules, some conditions
vere laid down for the refund of the tax. According to
them, the manufacturer who can get the concession should
have fixed capital investment not exceeding Rs.5 lakh.
He should also submit an application alongwith a certi-
ficate from the Director of Industries for the payment
of tax. The rules also provide for a notification by
the Government specifying the class of classes of goods
to be treated as raw materials. In practice, no refund
under these Rules has been given. The State government
have now decided to scrap the old scheme and have recertly
decided to declare the following raw materials to be
exempted unconditionally from tax:

Sl.No., Name of the Raw Material Used in Industry

1. polythene granule Polythene products

2. soap stone Pesticides formulations
3 ching clay Pesticides formulations
4. pigments and dyes Paints industry

Se linseed oil and other do

drying oils
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Sl.No. HName of the Raw Matcrial iJsed in Industiyry

6. synthetic resin and othur do

1. thinner 2.0

2. basic raw nateriasls for Pharraceatical indus-
pharmacceuticel prociacts try

9. banestic do

10. sulphuric acic do

11. caustic soda Soap industroy

12, caster oil Soap londistry

13. mutton tallow do

14, M.S. bar, rod, angles, cha- Fabrication industry

nnel, plate, tube, M.S. sheet,
flat, welding electrod

15, M.S. round, hexagonal Nuat and bolts

16. gy psun Plaster of paris
industry

17, pig iron Foundry industry

18, M.S. billet Rolling industry

19. M.S5. rod For wire-drawing
industry

20, non-ferrous netals such Foundry

as copper, nickle and zinc

27, - coke do

22, fornaldehyde glue Plywood industry

23. jute hessian ’ Polythene-lined-jute
bags.

Once these goods are declared exempt, exempticn will not
be available for any other raw material. Similarly, no
excnption will be granted for uses other than those speci-
fieds The rest of the raw materials would be taxed as
usual, But this decision has not yet been translated into
legislation. '



6. Reforn of Salcs Taxces

561 Sales taxes nave o porvasive infiuence oo the
economy and pecpic of g State, Thelr inpact 1o terns

of revenue, economic eifsctes and baxpoyor welfare depends

25 ruch on the rate stmwcture znd the provisions of tho
tax law as on the eificicncy snd irtegrity of thelr adnin-
igtration., In this chapter, we sboll Jcal peinly with
tlices peots of refcrm winich sre rcelated to the struc—
ture, sconomic effectes and revonne; the adminlstrabive

>“pccts will be taken up ir the ncxt Chapter,

Objectives of refornm

5.642 The main objectives of refornm of sales taxcs in
Assam nay be stated to be the following:

(i) meking the sales tax system income-elastic;
(ii) simplifying the rate structure:

(iii) wunification of the scparate enactnents
levying different sales taxges;

(iv) changing the strucutre of the sales tax
systerr so as to make it more in consonance
with the characteristics of tne cconony and
the needs of industriaglisationg

(v) improving administraticn, so as to check
¢vasion and to minimise inconvenience and
harassnment to the taxpaycery and

(vi) Dbuilding up an adcquate infomration system.

The changes in the salcs tax structure and its administra-
tion that we are recommending are designed to fulfil the
objectives mentioned azbove., Some of the changes can be
brought about immediately and in fact there is an urgency
in certain reforms that we are sdvocating. Others are of
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a long term nature and the 3tate government can, if it

so wishes, take thic initial stupe in the next few monthe.

Unification of the separate enactments

5.6.3 If the sales tax system of tae State is to sub-
serve broad social and econoric objectives and if it is

S

to be a flexible instrument in the hands of the Stg

ot

e, it
is imperative that the separate enactrents levying diff-
erent csales taxes be unified into a single intezrated

act, As of now the last-point tax is governed by the

AST, the first point tax by the AFST, the petroleunm pro-
ducts tax by the MST and the purchase tax on selected
commodities by the Assam Purchase Tax Act., It may be
legitimate to have a separate enactment as regards the
tax on petroleum products because they stand on a class by
themselves, although even in their case there is no con-
pelling necessity to have separate legislation, However,
that may be, it is certainly unnecessary and confusing to
hgve different Acts in relation to 2 or 3 groups of conmo-—
dities Jjust for the reason that the point of levy differs
as between the groups., Having more than one Act is not
only redundant but also creates seversl administrative pro-
blems for the Government and tax compliance preblen for
the dealers, We deal with this question in detail in
chapter VI. We may point out here only the most important
disadvantage, nanely, that separate returns have to be
subnitted for each of the tax by tne same dealer whereas
z1l his sales could easily have been recorded in one
unified return. The saperintendent of taxes has to scru-
tinise two returns instead of one; his offiée has to
naintain two registers instead of one; two notices have

to be sent out for tax demand instead of one and finally



two separate payuents have to b2 -:sce with all attendant
trouble and spending of time by tir: SaXpayver while ne

uld have dischareed his liability v one single paymernt.
we strongly recommend that, as early as joSﬁ*»lP the

L=x LACt which

state must enact a single
would cover at least tae first -nd the 1.5t point levies
as well ag the purchzse tax. Ioeally, the tax on petro-
lewn products could also be*brougnt within the zmbiv of

s unified

tne unified Act. Withh tne ensctment of sud

4Act not only woula the upll tion of work =i hardsnip

for the taXpayer be eliminated but tneie would also ve
the advancage that the assessment for o given dealer would
be a composite one and there could be co-ordniaticrn in
the assessment in regard to the different levies in respect

of a singie deale

5.6+ Such a step would in fzct be in keeping with the
position in this regard existing in other States. Most of
the btates have enacted a single Act for the levy of szles
taxes at different points and we zlso notice a clear trend
towar.s the merger evern of the MST with the general sales
tex. As far os Assszm 1s concerned the consolidation of

the different Acts into a single ’‘ct may be seen to be

tne prereqguisite for sieps thst nead to be taxen towards

the raticonalisatiorn of the sSgles tax system and improvement
of its administration. It could be argued that a substantial
change in tax legislatior such as the unification of diff-
erent Acts could be used by trade =2s an opportunity to stall
payment of taxes through the fillngof‘writs in High Courts
Obviousliy, such an argument, if carried too far, would

rule out any significant reform of the tax system. As far

as the merger of different Acts is concerhed7 Assam would

not be embarking upon = new course, sSeveral other States,

as pointed out earlier, have LaT“led out this orocess with-
out any disruption to their revenues; their experience would
be of use.

Sstructure of sales taxXation
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the general sales taXxes, 69 commodity groups are taxed =t
the stage of first sale and the rest at the Last point.

The first point levy is collected from the manufacturers
and importers no matter to whom they sell within ths State,
while the last-peint 1l2vy is payabls by a registered
dealer on his sales to ncn-registered persons. In ras

pect of the commoditiecs subject to the last-point levy,
sales are exempted on the buying delaer furnishing a

form of dcclaration in which he states that he is o
registered cealer and is buying tne commodities concerned

for re-sale.

5.6.6 In most otates, ever a poriod, a number of commo
dities, including the more important revenue-garners, have
been shifted from the multi-point or last-point levy to
the first-point levy. The first-peoint levy has been pre-
ferred on the ground that it is easiest to administer.
The number of assesses to be dealt with is limited and

it may be easier to check evasion because the commodities
are taxed at the point of manufactur2 or at the hands of
the importers. It is also claimed that if one could ex-
ercise effective control over the major channels of in
flow of commodities into the State, there would be a
successful implementation of the first-point levy.

5.6.7 The last~poinééax is generally reserved for co-
mmodities produced by innumcerable small producsars such

as agricultural goqds and thosc that do not flow through
a limited number of rc¢cognised trade channcls. The idea
is that it is easier to trace these comnodities towards
the end of the chain of transactions than at the beginning.
It is also less expensive to collect the tax from the
dealers who act as conduits for the large number of small
producers,

5.6.8 Thus, the choice between the first-and the last-
point levies se>ms to have been decided largely, or even
mainly, on administrative considerations, including the
fact that under the first-peint levy, a large number of



- 153 -

dealers would be freed of the obligation to deal with
sales tax officisls, But the economic considerations

are no less important. As stated in chapter III, the

aim should be to build up a tax system which, while being
income-elastic and producitive of sufficient revenue, also
satisfies major economic criteria and fulfil the State's
as well as national objectives., TFrom the economic point
of view, the last-point (retail) sales tax or the multi-
point value added tax is clearly preferable to the first-
point levy or a multi-point turnover taxs This is because
the former two taxes do not cause cascading, but at the
same time cover value added at almost all staf%s of pro-
duction, They do not also interfere with the processes

of production nor impose cumulative taxation of inputs
and final products which leads to unintended interferen-
ces and re-allocation of resources. If, apart from the
taxation of inter-State sales (i.e., on exports to other
States) permitted under the Central Sales Tax Act, the
sales taxation of each State is to fall primarily on the
consumption of people within the State, the ideal form

of tax would be the last-point tax., And the last-point
tax need not literally fall on the last sale, i.e., the
sale to the consumer., Tech:.:ally, it is the sale to a
non~-registered person thet becomes taxable under the last-
point tax. By having a sufficiently high exemption level,
one could exclude a large number of small retailers from
the tax net,

5.6.9 If the entire burden of sales taxation is placed
at the last stage, there is a possibility of a substantial
leakage of revenue., Hence, if a Government had the nece-
ssary administrative ability, the value added tax would be
the ideal tax to levy., It is essentially a multi-point



- 134 -

sales tax, shorn of its economic shortcomings. ©Since the
Constitution empowers the States to levy sales and pur-
chase taxes on goods, any State can, under the powers
given to it, imposs =z general velue added tax in addition
to a separate MST and the CST. The possible reform of

the existing sales tax systims along this line is, however,
a longer-term propostion. We must consider what changes
would be more oencficial and feasible in the immediate

future.

5.6.10 The main disadvantages of the first-point tax

are (i) that it does not cover value added at the stages
after manufacture or import into the State, (ii) that it
tends to fall on inputs, and (iii) that it leads to cas-
cading. The first disadvantage can be partially neutralised
by having a higher rate of tax than would be considered
appropriate at the last stage. Indecd, the 'general rate'
under the AFPST is 7 per cent as against the rate of 6

per cent under the AST. The second disadvantage can be
eliminated within the State by introducing the necessary
provision for exempting from tax sales of inputs to re-
gistered manufacturcrs. As rcgards the third disadvan-
tage, if the first-poirt levy iz to be preferred in some
cases on other over-riding considerations, one would have
to put up with this shortcoming.

5.6.11 In recommending changes in the structurc of taxa-
tion, our main guiding principles are that (i) administra-
tive limitations should be borne in mind and (ii) the
economic advantage should be maximised subject to the
constraint that there would be no loss in revenue. On

an examination of all the relevant factors, we feel that
the first—-point levy has to be maintained in respect of

a number of commodities. In this context we have examined



the commodity flow &t tistice for tuc State. Tne rele-
vant dsts are preserted in tablie AV.4., We aote that
thers ie o net irslow of the followiag cormodities imto

the State in substantial quantities or proporticns:

(i) peacit, paper, blotci.g paper, ink, ink-
pot, Ten lold“ , 11ib aud erascr purchased
for wee by students

(ii) oil cgkes

(1iii) motor cycles and motor cycle combinations,
motor scooters, motorettes, tyres, tubes
and spare parts of motor cycles, motor
scooters and motorettess

(iv) motor vehicles incliding motor cars, motor
taxi, uabs, motor minibuses, motor vans
and motor lorries, chasis of motor wvehicles,
bodics built on chasis of motor vehicles
belonging to other (on the turnover relating
to bodies) component parts of motor vehicles,
all varictics of trailers by whatcver name
known, tyres (including pneunmatic tyres) and
tubes crdinarily used for motor vchicles and
trailers (whether or not such tyres and tubes
are also used for other vehicles) and arti-
cles {excluding batteries) adopted for use
generally as parts of accessorics of motor
vehicles and trailers;

(v ) refrigerastors and sir conditioning plants
and component parts thereof;

(vi). sound transmitting equipment including tele-
phones and loud speakcers and spare parts;
thereor

(vii)  typewriters, tabulating machines, calculating
and duplicating machines and parts thereof;

(viii) wirelesg recciption instruments and appara-—
tus, radios and gramophoncs, electrical valves,
accumulators, amplifiers and loud speakers;



(xi

(xifi)

(xiv)

(xv )

(xvi )

(xvii )

1X

i
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and spare parts and zccessorics thereoi;

all elcetrical goods, instrumcentog ﬁppara~
tus, appliances and all such articles the
use of which cannot %o had e“cbpt witih the
application oz clectrical energy, including

J (’) ’ﬂ

fans, lignting bulbs, electricsl carthen~
wares and porcclain aud all other accessorics
and compeonent perts civher sold as = whole

or in paris;

all varicties tiapfors a1d buldoz
ircluding parts and accessorics therco

bicycics, tricycles, rickshaws and cycle
combingtions and accessories and parts
thercof;

bricks and tiles (kiln burnt) other than
mosaic (masonny tiles):s

cenment $

nair oils, tooth paste, tooth powder and
tooth brushs

glassware, bottles and phials, funnels,
globes, glass parts of lamps, sheets and
plates, photo and other frames and mirrors s
rubber products:

sewing machines, knitting machines and parts
and accessorics thereof s

(xwiii)soaps of all varieties including toilet

(x1x)

(x

A

soaps, shaving soap, medicated soap, soft
soap, luquid soap, soap chips and fleakes,
powdercd soap of any other description and
detergents;

tinned, canned, bottled or packed focds or
provisions including confectionary biscuits
and cakes;

water supply and sanitary fittings;
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(xxi ) shaving sects, razors, razor blades, shaving
sticke, shaving creams, shaving brush, other

accessories and depilators,
(xxii ) timber other than fircwoed
(xxizj) dried fruits;
(xxjv) shoe polish, shoe¢ crcams and shoe brushs
(xxy  dyes =znd chemicals;

(xxvi ) torch and transistor batteries, torch lights
ani torch bulbs; and

(xxvii ) cosmetics and toilet requisities including
scents, perfumes, snow, powder and lipstick
excluding those covered by the item No.1s).

There was a net ‘inflow into the State of the above mentioned
groups of commo.itiecs in 1974-75. In the NCAER study, it
has been estimated thsat there would continue to be net
imports of these commodities even in 1978-79, We recommend
that the first-point tax be levied on all the above-
mentioned commodities, because the administrative advantage
of the first-point tax would be overwhelming in their

cases.

5.6.,12 A combination of the first and the last-point
levies gives us the double-point levy. Maharashtra and
Gujarat have imposed this form of levy for several years
now, though more recently a nuumber of commodities have
been shifted to the first-point from the double-point levy
in the two States, At first sight, this levy would seem
to combine the disadvantages of both the first and the
last-point levies without any compensating advantages.

But this is really not so. The introduction of a second-
point of levy serves to safeguard revenue, through afford-
ing the administration a second chance to tax the commo-
dities escaping (through evasion or avoidance) the first-
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point tax., Of course, it would be inccessary Lo ensure
that the levies at the two stages do not add upto an un-
due burden and do not cause cascading even to the extent
of the first-point tax. Therefore, the double-noint tax
either would have to have lower rotes at eitlier stage than

the first-voint levy, oz should Lave 2 provigion for tax

¢t

set~off or credit ot the sovcnd stage. i trere is to bve
no provision for tax credit, t.ae doicie-point tuox would
have to be levied at € =znd 2 per ceat ot the two staeges,
as dgainst the first point levy of 7 per cent. Alternati-
vely, the tax can be levied at 7 per cent at both stages,
but the dealer liable to the second pcint tax would be
allowed to deduct from his tax liability the tax paid at
the first stage. If the second stasge escapes taxstion,
the Governnment would have the consolgtion that the tax
would have been collected at least at the first stage. On
the other hand, if some commodity had escaped taxation at
the first stage, there would at least be a fair chance of
catching it at the second point. And cascading between
the first and second-points would be gvoided through the
tax set-off procedure. Thisg procedure would ensure that
after the first-point levy, only the value added at the

subsequent stages would be subjected to the tax.

5.6.13 In respect of those comrodities, where there is

a large risk of evasion at the first~point, it would be

of advantage to have a double-point tax, The .Jha Committee
has also recommended such 2 levy in appropriate cascs.

On the basis of our study of the flow of trade and trends
in evasion as well as.of our discussions with officials

of the Taxation Department, we recommend that the double-~
point levy with provision for tax credit should be imposed
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on a limited number of commodities, These are: toilet
articles, electrical goods, hardwarz, building materials,
motor parts and accessories, carpets, machinery, chemi-
cals, timber and plywood. There can be a review of the
working of the system after 3 years and a decision can
then be made as to the desirability of extending the
scope of the levy. The rates to be anplied to the commo-~
dities under the double-point levy are indicated later
in para 5.6.26,

5.6.14 The products subjected to the MST and those that
would be brodght under the purchase tax may be taxed

(as now) at the first-point. All other commodities (ex-
cluding exempted commodities to be discussed below) should
be subjected to the last-point tax. We have considered
the argument and complaint that the last-point tax cannot
be efficiently =zdministered and that it leads to the
harassment of small dealers who are helpless before the
sales tax officials, because of their weak bargaining
power and lack of knowledge of their rights. There is
truth in these statements, and it is not worth the cost
to try to collect tax from a multitude of small dealers.
We, therefore, recommend that the turnover exemption
level for dealers in last-point goods be raised from the
present Rs,.12,000 to Rs.40,000 in two stages; first to
Rs.30,000 and after 3 years to Rs.40,000, The immediate
effect of this would be that the number of taxable deal-
ers would be reduced from 4.5 thousands to less than 3
thousand (Table VI.3).

5.6.15 In any case, the present exemptidnrlévél was
fixed as far as back as 1954 and has become too low
merely by the continuous and substantial rise in prlces
during the last 25 years. The increase in the exemption
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level will not lead to any fall in revenues because what
we are essentially doing is to shift the point of taxa-
tion to an earlier stage, that is, to the stage'of deal-
ers having a turnover ¢f Rs.30,000 or Rs.40,000., On the
contrary, as a result of the reduction in the number of
assessees to be dealt with, we may expect an improvement
in administrative efficiency which would tend to boost
revenues., We do not think that the amount of value added
that would be excluded from taxation as a résult of this
step would be of any consequence in terms of revenue
yield. Overall we expect that the cost per rupee of reve-
nue collected from the last-point tax is likely to go down
as a result of the measure proposed.

5.6.16 As far as the importers are concerned the present
position is that all importers of taxable goods are
liable to register themselves and submit returns. We
recommend that this position be continued., However, as
we explain in the next Chapter, it may be advisable to
fix an exemption level for manufacturers at Rs,10,000
per annum,

Changes in the list of exempted goods

5.6.17 The categories and names of goods exempted from
the sales tax in the State have been already described
in paras 5.3.1 to 5.3.8. We noted that many of the ex-
enptions were under the head 'necessities', An exami-

1

nation of the pattern of consumption in the State’ confirms

1 As revealed by the Directorate of Economics and Statis-—
tics, Household Consumer Expenditure of Assam (26th
Round of NSS -~ July 1971- to June 1972), Government of
Assam,
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the need to continue the exemptions for most of the basic
food itemg, But all the food iteme row exenmpted do not
deserve exemption because they do unol dboom sufficiently
large in the consumption budgetc of the lower licome groups.
In sevefal cases, the per capita expenditure on the items
increases significantly as total per capita expenditure
rises, This trend is seen in the case of fresh fruits,
fish, meat, ghee and edible oils. On equity grounds all
these items ray be taxed, However, taxation of perishable
articles is administratively difficult and will lead to
hardship to trade. Hence they have toc be exempted, But
we recommend that edible oils, including rapeseed oil,
mustered oil, ana ghee be taxed at the last-point at the
rate of 4 per cent,

5.6.,18 The second category of exempted goods, namely,
‘non-food necessities', consists mainly of essential drugs,
educational aids and accessories for students, books and
periodicals and grass used as cattle fodder. Most of
these exemptions are desirable., We agree that several
educational aids used by schopl students and exercise

and drawing books should remain free of tax. However,
there are some articles such as pencils, writing paper,
ink, nibs, erasers, etc., which are exempted from tax, on
the production of certificates from the hezad of an edu-
cational institution to the effect that these articles
are needed for use by students. This type of ccnditional
exemption dependent upon production of certificate is not
only cumbersome in operation but is also susceptible of
abuse, We recommend that this provision be deleted and
the relevant goods be brought under tax at 4 per cent,

5.6.19 The third category of exemptions are granted to
encourage certain types of activities, or help small
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producers or 'subsidise' the consumption of certain pro-
ducts, Many of the activities and institutions concernszd
are also nelped through other means., Hence it is only
logical to argue thalt such help should not be neutralised
by high taxation., Nevertheless, 1t 1s necessary to guard
against granting an unnecessarily high degree ol protect-—
ion or subsidy as well =zs subsidising the wrong group of
consumers., We would recommend that the Government should
carefully re-consider the degirabllity or otiicrwise of
granting complete exemption in the fcllowing cases:
gyurvedic,homoeopathic and unani medicines, Endi and Muga
cloth and hand woven silk cloth (pat) when produced by
co-operatives., Medicines of indigenous variety and homo-—
eopathic medicines are being increasingly used by all
classes of the population. While gllopathic medicines
are taxed at 7 per cent, it seems invidious to completély
exempt all the other kinds of medicines. Whatever might
have been the position in the past, it would be wrong to
assume that at the present time allopathic medicines are
used mainly by the well-to-do. A tax at a moderate rate
of 2 per cent may be levied on the now exempted medicines,
subject to administrative feasibility. As regards Endi,
Miga and Pat, these are all products to be placed in the
class of luxuries. However, since they are bein~ produced
in the handloom sector, they are not to be taxed at luxury
rates. Moreover; since their prices are high, the luxury
rate would impose a substantial burden in absolute terms.
We would, therefore, suggest that the Government might
examine the implications of levying a 4 per cent rate

of tax on these silk varieties, We make this suggestion
because the situation in the tax field has become quite
anomalous with a number of luxury products being completely



exempt from excise and sales taxes on the ground tnat
they sre being produced in the small-gczle or cottage
sector while necessities Like fool wid mediclines ore

-
¥

taxed =8 though they were luxuries consuned soclely by
the rich, We believe thet in tne zontext of having to
raise substantial rescurces for the cucrent plan (1978-
83%), tne whole queshtion of completely exempting cslteln

luxury products would aeed fo be re-cxamincd,

5.,6.20 The fourth cutegory of exwrptions are in Iulfii-
ment of obligations arising from intcecrnational agrecments
The exemption of goods exported tce Bhutan and those pur-
chased by the India Aid Mission, Nepal would have to
continue the terms and conditions prescribed. However,
since Sikkim has become part of tiwe Indian Mission, it
does ot seem necessary to continuc the exemption in
respeet of goods exported to that State., We recommend
that the Government mgy remove the exemption after as-—
certaining whether other States are continuing to grents
such an exemption.

5.6.21 Fifthly, there are excnptions for some inputs

and producer goods. We agree that it is desirablie to
exempt ploughs and other simple agricultural implements,
chemical fertilizers, spun silk yarn and oil cake, How-
ever, we would ask for re—consideration of the com, lete
exenption granted to cotton, sugarcane sold to factories
and rubberised sheets and waterproof fabrics. It is not
clear why the lagst mentioned group (rubberised sheets

and waterproof fabrics) is being exempted, As for cotton,
it is true that cotton textiles ore subject to additional
excise duties in lieu of sales tax. DBut the agreement
with the Centre does not cover cotton, The State govern—
ment can, if it so wishes, subject cotton itself to the
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sales tax (as some other Sovernuente have donej. It ray
be argued that exemption of cotton sz an inpul might cn-
courage tilie cstablishment of loczl spinning and weoving

But complete exemption would mesn thet inter-State sales
of cotton also would be cexempt. ilznce taere would be

tax advavtage in local procceesing. woe deal telow with
thie gquestion of taxation of inypats Ln Zeneral. Ve would
here only suggest that the Govermpent might exanine aifresh
whether cotton should bhe completely exenpt. It 1g also
necessary Lo ¢o the same thing witn respect to sugarcanc,
because morc or less the same considerations apply in that
case, In our view, the low rate of tax that we are re-
commending (below, para 5.6.%4) for the taxation of in-
puts sold to manufacturers, could be applied to cotton
and sugarcane. And the tax on the latter could very well
be a purchssc tax,

Rate structure

5.6.22 It hes been indicated in paras 5.4.1 to 5.4.6
that the existing rate structurce has a fairly sound
rationale, If one leaves out liguor items, then the
number of ratcs is only 7. However, some rationalization
of the rate structure is still possible.

5.6.23 As regards necescities, we would recommend theat
mustgrd and rapeseed oil be taxed at 4 per cent, as
against the 7 per ceant applied to other edible oils and
vanaspathi\ghee. Regular ghee when sold in tins may also
be taxed at 7 ver cent,

5¢0.24 With removal of restrictions on zonal movements
and the entry of private trade in foodgrains in the
Otate, it is going to be difficult to colliect the purchase
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tax on paddy. Even on equity grouwds there is a case
for excmpting paddy from taxation. The position may
be reconsidered if Assam should become a surplus State
in rice, Por the present, we would recommend the abo-

iition of the purchase tax on paddy.

5.6.25 Most luxury goods are iow taxed at 12 per cent;
but there are some articles like sold and embroidery work,
ladies hsnd-bags and vanity purses, all kinds of leather
goods excluding footwecar, table cutlery, china wares and
fire works which are taxed at the rates of 6 and 7 per
cent, We recommend that these goods should be subjected
to tax at the rate of 10 per cent.

5.6,26 Apart from the above-mentioned recommendstions,
we do not suggest any other changes in rates. After the
reconmended changes are implemented the rate structure
would be as follows:

Inuxury goods at first -point 10 and 12 per cent
Most other goods at first-point 7 per cent
Most other goods at last-point 6 per cent

Declared goods and some
necessities 4 per cent

Purchase tax 3 per cent

Concessional trecatment to raw materials

5.6.,27 We have discussed earlier the position with regard
to the treatment of inputs. Except for a few goods
(mentioned in para 5.3.8)which are completely exempted,

no concession is currently being granted to raw materials
bought by prdducers within the State. The Government has
not been able to make up its mind on this question. Al-
though the AST Act and the AFST Rules, 1956 provided for
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the refund or drawback of duty paid on raw materials,

the necessary steps were not taken to bring into force
the concerned provisions. Though the law was changed in
1971 to provide concessions only in respect of raw mat-
erials bought by producers having -n investment of less
than Rs.5 lakh, in fact, even these producers could not
get any refund because they were reguired to produce a
certificate from the Department oi Industries to the
effect that they had paid tax on raw materislis that they
needed to use in their industries., Siace the Depgriment
of Industries was not apparently willing to issue such
certificates, no concessions, in fact,materialised. More
recently, as pointed out earlier, a decision seems to
have been taken to exempt unconditionally a substantial
number of important raw materials from taxation when sold
to producers., However, this decision has not so far been
translated into law., We believe that in this matter the
Government has been vacillating far too long. The matter
is of vital importance because one of the important ob-
jectives must be to speed up industrialisation of the
State,

5.6.28 We have no doubt that not only from the State's

own point of view, but from the national point of view

and from the point of view of resource allocation, it is
necessaxry that sales taxation be not allowed to impinge
heavily on raw materials used for processing within the
State, It must be remembered that while raw materials

sold outside the State can only be subjected to the ceiling
rate of 4 per cent under the CST, the same materials sold
inside the State arec often subjected to higher rates. An
examination. of the treatment of raw materials in other
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States shows that several of thom grant cexemption or
concessional treatment., Raw materials bought by manu-
facturers are exenmpt in Puﬁjab, H&:&éﬂa, Himachsai Pradesn,
Jammy and Kashmir and Gujdrat. In Gujarat, tie manu-
facturer has the option cither to buy raw materials and
consumable stores without payment of tax or to claim set-
off for tax paid on raw materials against that payable

on manufactured goods. (These concessions areAavailable
only for goods that are not "prohibited items" under
Section 2 (12) of the Sales Tax Act of the State). In
Haryana, Himachal Pradesh and Punjab exemption is granted
when the raw materiazls are used in the manufacture of
taxable goods sold within the State. In Delhi exemption
is granted to raw materials even when final goods are
exported outside the country.

5.6.29 A number of other States provide for concessional
treatment. The nature of concescions varies from State
to State., Maharashtra provides for sct—off in respect of
the tax paid on goods to be used in the manufacture of
other commodities; but the set-off is given only against
tax payable on the goods manufactured. The concession

- is withdrawn if the raw material is used for the manu-
facture of exempted goods or if the manufactured goods
are not sold within the State (an intra-State sale is
taken to be a sale within the State)., Andhra Pradesh
texes raw materials at the concessional rate of 4 per cent,
Bihar and Tamil Nadu at 3 per cent, Karnataka and Madhya
Pradesh at 2 per cent and Kerala and Rajasthan at 1 per
cent, The concessional treatment in Bihar is available
gven the raw material is used to manufacture exempted
goods whereas in Tamil Nadu, Karnataka and Kerala the
concessional rates are restricted to the manufacture of
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single-point goods sold within tiec State. Madhya Pradesh

grants the concesgion wiconditionally,

5.6.30 Since no concessional troatoent is meted out to

raw rmaterials in the State, manufacturers in Assam arc
obviously placed at & disadvantage, Strong rcpresentations
on this point have been made to the Study Tezm of the
Institute by representatives of industry and trade organi-

gations in Assam,

5.6.31 We have already argued that taxation at the first—
point of sale of all goods with o provision for set—-oif

of tax paid on inputs leads to several harmful economic
effects including particularly cascading and distortions

in relative factor prices. Sales taxation of inputs also
induces vertical integration. This hinders the develop—
ment of ancillary industries in the small-scale sector
because while no sales tax is to be paid on components
produced within a factory for it own consumption such a
tax falls on components beought from ancillary units. More-
over, any divergznce between the rate of tax on raw materi-
als and the rate of inter-Statc sales tax on them leads to
diversion of trade because it mgy become profitable for
producers to buy raw materizls from outsidec the State.
Above zll, when other State governments are offering con-
cessional treatment to, or granting cexemption for, raw
materials, the Government of Assam would be putting the
manufacturers within the State at a disadvantage by not
following suit. The ultimate aim should be to provide full
set—-off in respect of taxes paid on all inputs used for
furthor production including consumable stores. Such a
provision for a set-off only means that a manufacturer

vays tax ¢n his output and claims a refund for the taxes
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iz has paid on inputs. In fact, therefore, he ps s to
the treasury the difference between the tax paveoblc on
his output and the tax he has paid on his inputs.

5.6.22 3Before introducing a provision for general set-

off it woult be necessary to develop special sdminigtrative
~ capacity to administer cuch a provision., "here is alsce

he revenue aspect to be considered. Lceping the rele-

vant fectors in mind, we recommend, for the present, that
the Gevernment may only extend concessional trestment to

aw materials., It may be stipulated that 1aw msterials

used by taxable manuacturer will be subject to tax only

at the 1ate of 2 per cent. In order to prevent any attempt
by manufacturers benefiting from this concessional lieatment
to move the final goods out of the State on stock transfer
so thatu they may completely escape taxation, a provision
may be introduced to the effect that the concessional
treatment would be withdrawn,i.e., that the full rate of tax
would be collected, if the concerned final products are

not sold within the State. For the present only raw met-
erials that would be physically embodied in the final
products and packing materials may‘be extended this
treatment.

Taxation of packing materials

5.6.33 The tax on packing materials has been an important
concern for the dealers in the State. The representatives
of trade organisations have been critical of the treatment
of packing materials by the Government. In this regard,

it is important to note that the Suoreme Court has already
held thatl containers of goods exempted from tax would be
assessable to tax if there was an expressed or implied
agreement to sell the containers and that the mere fact
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that the price of the container was not separately charged
made no difference to the sales tax assessment., This raises
a question of fact as to whether there is an agreement to
sell the packing material. Depending upon the circum-
stances of each case, levying of a tax on packing materiazls
in the case of goods that are exenmpted does create compli-
cations. Likewise, any tax on packing materials at a rate
different than the rate of tax levied on the commodity

sold also causes problems. To avoid such difficulties,

it is recommended that packing matcrials should, generally
speaking, be taxed at the same rate as is applicable to

the goods that are packed. Thus, packing materials used
for exempted goods would not be subject tc tax. It must

be made clear that we are here referring to the taxation
of packing material when it is a "part" of a commodity

that is so0ld and taxed and not when it is bought by the
manufacturer as a raw material., In the latter case it
should be treated as other raw materials,

Ad valorem rates

5.6.,34 One of the important questions relates to rates
of tax on motor spirit and lubricants, Whereas all the
other commodities under sales taxes in vhe State have

ad valorem rates, most cf the commodities in the petro~
leum family are exceptions, More than half of these
commodities have specific rates., Motor spirit is taxed
at the rate of 30 paise per litre, lubricants at the rate
of 10 paise per litre, diesel oil at the rate of 11 pa.se
per litre and kerosene is taxed at the rate of 3 paise
per litre. As is well known, specific rates have to be
revised from time to time to keep up with changes in the
prices of the commodities, The specific rates contribute
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to the inelasticity of the tax strucuture. Besides, they
appear to be very high even when tiey may not be so in
terms of ad valorem rates, It is, therefore, recommended
that the taxes on all the commodities in this group should
be converted to an ad valorem basis, The rates of tax on
many petroleum products in Assam as compared to those pre-
vailing in the neighbouring States are low. Motor spirit
is taxed at the rate of 10 per cent in Assam as compared
to 13 per cent in West Bengal; diesel oil is at 9.8 per
cent as compared to 13 per cent in Orissa and more than
14 per cent in Bihar (14 per cent on light diesel oil

and 17 per cent on high speed diesel o0il), The rate of
tax on superior kerosene is also low in Assam: it is 3
per cent as compared to 5 and 7 per cent in West Bengal
and Bihar, respectively. The residuary rate under the
Act is also low by more than 2 percentage points. The
rate on other items under the MST in Assam is 7 per cent
as compared to 9 per ecent in Bihar and 10 per cent in
West Bengzl, We, therefore, feel that the rates should
be revised upward. However, we do not suggest any speci-
fic rates of increase. We suggest that the extent of
upward revision in different cases should be decided upon
keeping in view the effect on diversion on trade to the
small neighbouring States.

Exclusion from CST

5.6435 The base of the CST in Assam is eroded by the
previsien in the Act for the exclusion of inter—-State
sales to any dealer in Meghalaya, Mizoram and Arunachal
Pradesh, The exclusion of these States was introduced
as a result of an understanding arrived at when the rew
erganisation of States took place in 1970-71. Another
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reason for exempting inter-State salcs to the smaller
States surrounding Assam is that the lstter is a Centre

of entrepot trade for all of the Horth-Bastcrn States.

The fact of Assam being the centre of entrepot trade means
in practice that msny goods crc first hought from other
States by dealers in Assam and then sold to dealers in
the surrounding States. It has been argued that if the
State of Assam levies a tax on intcr-State sales of this
neture, the commodities concerned would bear CST twice,
because they would have already been subjected to tax
while being brought into Assam. It is also to be kept in
mind that economic activities are generated for the benefit
of the people of the State as a result of entrepot trade
and that, therefore, nothing should be done to. seriously
disrupt it.

5.6.36 On the other hand, the revenue implications of
the above exclusions from the CST are not unimportant.

As shown in Table V.3., the loss to the State exchequer
was Rs.72 lakh in 1970-71. This loss has increased after -
the reorganisation of the States in 1970-71. As of today
it is estimated that Assam is loosing approximately Rs.2
crore as a result of these exclusions., It is also to be
borne in mind that exclusions of this nature create a -
loophole for tax evasion. Dummy or fake transactions
purported to be in the nature of sales to the neighbouring
States are shown in the books and corresponding exemptions
are claimed, when in fact, these may be sales within the
State,

5.6.37 The argument about the importance of entrepot
trade is particularly valid in respect of Meghalaya
which is, so to speak, constituted within the State of
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TABLE V.3

Bstimatoa Loss Due to Exemptions under Central Sales Tax (\R&. ﬂzkj\)

PDetails o
conceszio

1969-70 70-71 71=72 72=73 T3-T74 T4-75 75-76 76-77 Potal Remarks

Tez so0ld in
auction at

Nil Gavthati can be

’ said to have been

divertedfrom the
existing market at
Calcutta., To
that extent no
loss of revenue
is involved.

n
FOVCTi-— v
o 4*1- Nil - do -

A3 g )
SN R [N &

consumpticn by
gdgefence forces from

10/12/1972

¢
7

contimued. .2
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Botinated Toss Due to Exemptiong under Central
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T A S T
Details of tax .

. 36070 T0=T1 T1=T72
concension 6010 TO=T1 T T

2=T3 T3=T4 T4=75 T5-76 76-77 Total

Remarks

D, Bxemntion from

- 08T in regpeot
ol inter-Statce
sales o Meghn-
laya (70=71)
Aranachal and

Hiizoram (71-72)

B, Bxemption from
0ST in respect
of inter-State
sale” of peiro- 85 88 90 48 -
leuwn and petroleum '
products to regis-
tered dealers.

54

36

311

The scope of the
exemption was
enlarged with
the formation of
Maghalaya as a
State in 1971-72.

Withdrawn
We €Ee f. 1‘8"72
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Assam. The levy of a tax on inter-State sales in Megha-—
lays would most probably lead to the trade centres in
sam being by-passed with goods being sent direct from
her States to Meghalsyn. Howszver, in view of the loss
of revenue which is likely to increase in the ycars to
come, we recommend that inter-State salesc to Arunachal
Pradesh and Mizoram be Lrougnt under tax., In this ccan-
ection, it may be nobted that Arunachal Pradecsh does not

now levy a sales tax.

5.6.38 Another factor leading to tax avoidance is the

so called "stock transfer"” or despatch of goods on a
consignment basis., Through this method the consignor
sends goods to himself (i.e., a branch office outside

the State), thus avoiding payment of the CST on the ground
that no sale has taken place. The goods are then sold
within the State where the branch office is situated.
Sometimes there is outright evasion because what is in
reality a sale to a third party is camouflaged as a stock
transfer, This problem of stock transfer is endemic and
common to all the States., However, it is especially re-
levant in the case of Assam because a very large propor-
tion of the most important products of the States has to
be sent outside the State, e¢.g., tea, plywood and petroleum.
Of these, the State is able to c¢,llect the CST only on
petroleum crude sold to the Barauni re¢finery. As far as
tea is concerned, the bulk of it is taken out on stock
transfer to be sold in auction in Caleutta or to the so-
called branch offices in other places, The State exempts
from tax the sale of tea in auction at the Gauhati centre,
but the CST on such tea can be avoided by moving it out
on stock transfer, As far as plywood is concerned, it is
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learnt that the State is able to collect very little

either by way of internal tax on timber or by way of the
CST on manufactureu plywood. We have already pointed out
that it is found very difficult to collect tax on timber.
Most of the plywood is exported out of the State and the
CST is avoided through the same method of stock sransfer,

5.6.39 We may now ccnsider to wist extent the State
should take measures to bring a larger proportion of inter—
State sales under tax. In respect of pstroleum crude,
subsequent to the Supreme Court wverdict in favour of the
State, CST is being levied on inter-State sales and no
corrective action is needed. In respect of tea, it is
true that the State gets very little by way of sales tax
on the major part of which is produced within its borders.
However, it does collect a substantial amount by way of
the agricultural income tax from tea plantations. Con-
sidering the fact that in recent years the yield from the
agricultural income tax has registered a very high rate
of increase and now forms about 27 per cent of the total
revenue from State taxes, we feel that it may not be
necessary to take any step in the immediate future re-
garding the stock transfer of tea out of the State. We
would also recommend that the present exemption of tes
sold in auction in Gauhati be c 1tinued. With the levy
of a tax on tea gold in auction in Calcutia, the con-
tinued exemption of tea sold in Gauhati to some extent
redresses the balance in favour of the former centre.

In respect of timber, it is certainly a matter for serious
consideration that the State is unable to collect any
worthwhile amount by way of sales tax. The change in
definition of the term "goods" which we have suggested
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earlier will go part of the wagy to solve this problem.
However, a real solution will be found only if stock
transfers themselves are brought under tax at least under
certain conditions, through a change in the Centrsl law
defining an inter-State sale. We would, in this connect-
ion, like the Government of Assam to look at the problem
in the total perspective. The question has to be asked
whether Assam would gain by an amendment to the law enabl-
ing the taxation of stock transfers, if consideration is
given not only to exports but also to imports for con-
sumption and entrepot trade. As it has nct been possible
for us within the time at our disposal to gather the nece-
ssary statistical information to give an answer to this
question, we are not expressing any defiaite opinion on
this matter, However, we would like to draw the atten-
tion of the Government to the gains that Asserm might be
reaping as a result of stock transfers from other States,

Taxation on gservices

5.6.40 Sales taxes of State governments apply only to
sales of goods because the Constitution empcwers them to
levy "taxes on szle or purchase of 00dSc.eeesess
services being excluded from the clause. A few services,
however, are taxed under certain provisions of the Con-
stitution, These include transportation and entertain-
ment. The taxation of services per se has not been assign-
ed to the Centre or to the States, and as a residency

power can be exercised only by the Central fFovernment.

5.6.41 The Jha Committee has made certain recommendations
regarding the introduction of a tax on particular kinds
of services to be imposed by the Qentre and to be collected



and retained by the States, The iumplementatior of this
recommendation, however, would require the enactnent of
the necessary legis'ation by the Coatre. It would be in
the interest of the State governments to urge the Centre

to give urgent consideration to this matter,



Annexure to Chapter V

ASNERURE V.1

Tax Rates under the Assam Sales Tax Act, 1947

91.No., Description Rate of tax

1. Declared goods 4 paise in the rupee
2. Readymade garments made
of textiles not contain- 3 paise in the rupee
ing any synthetic yarn
or fabric

3, Other goods (other than
the taxable under the
Assanm Finance (Sales
Tax) Act, 1958 and
the Assam Sales of 6 paise in the rupee
Petroleum and Petro-
leum products, in-
cluding Motor Spirit
and Lubricants
Taxation Act, 1955
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ANNEXURE V.2

List of Goods Exempted under Scetion 7 of the

ol.No,

Assam Secles Tax Act,

1547

Description

(1)
1.

10.

(2)

A1l cereals and pulses
including all forms of
rice

Plough, plough points,
spade, (kodali) sickles,
kKhurpi, axe, khanta(for
digging hole in the
soil)and d&o

Books, periodicals, and
newspaper

Bread

Betelnuts

Cotton

Electrical energy

Chemical fertilisers
and bone meal

Fish, ghee (but not vege-
tahle ghee), dahi, butter,
cream, casein, meat and
vegetables (but not onion,
garlic, spices and
condiments)

Plour, including atta,
maida, suji and bran

Jonditions and
excepticns subiject
to which exemntion
hag been allowed
(3)
Except when sold
in sealed con-
tainers

Except when sold
in sealed con-
tainers
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L (2) (3)
11 Fresh fruits
1z, Gur and meolagsas

1%, (1) Anti-maloria drugs, viz.,
ninine in pe der for
guinine vill (but not
suger coated}, quinine
alkalcids, salts of
cinchona and its
alkdoids, totaquina,
cinchona fabrifuge and
chloroquine group of
drugs, €.g&., Nivaguine,
Reschochin and Gomoguine
whether in solution or
in powder or in tablet
form, Faliudrine and
Daraprim

K

(ii) Anti-kala-aser drugs,
viz., Urea Stibamine
and Pentamidine
Isethionate

(iii) Vaceine, viz., Small pox
vaccine, Cholera vaccine
and T.A.B. vaccine

4. Mugstard 0il, rape o0il and
mixtures of mustard and
rape oil
15. Mustard seed and rape seed
16. Sago
17. Salt - | Except when sold

in sealed con-
tainers



v

£

()

er but not (distiiled)
serated or mineral WA er
vaen so0ld in hootlas or
1 containers

Mathematical ins urulenta

Spun silk yarn (as
distinguished froem raw
silk) and Noilyarn

Goods sold at Defence
Services Installations

Slates and slate pencils
Pencil, paper, blotting
paper, ink, ink-pot,

pennolder, nib and eraser
urchased for and by

box, school map, exercise
book and drawing book

Grass used ag cattle fodder

Endi and Muga cloth

\
16, Wot or
gealad
:90 l(i]k
230, Fire wood
27,
for students
22.
25
24,
254,
- students
058,
26,
only
27.
28,

Endi and Muga yarn

Scale, colour box, painting

when sold
scoviteiners

Exemption is allowed
on condition that the
gonds are sold to
perscniel of the
Defence Services at
rrices fixed by the
Government of India

On production of a
c“r+1fLoate to that
eifect from the head
of instit utlon



(1) (2) (3)

29, Handspun cotton yarn

30, Handlocm cloth woven out
of handspun cotton yarn

3. Mill-made cotton yarn
(excluding sewing thread)

32, Publicaticng issuved by the
,ubllo,ulo"° Division oi
Govermment of Iandis, Mini
of Informetion and Broad-
casting

3z, A11 varistics of textiles,
namely, cotton, woollen or
silken including rayon,
art silk or nylon whether
ma ufactnured by handlcoom,
powerloom or otherwise

4. Sugar

55, Tobacee and all its
products

36, Ayurvedic, Hemeopathic
and Unani mcdicincs

37 Raw jute

58, Potteries When sold by pro-

ducers' co-opera-
tives furnishing
an amual certifi-
cate from the com-
rectent officer of
the co-operative
Department to the
effect that they
continued to pro-
duce these goods by
the labour of their
own members without
engaging any hired
labour



41,

42,

43.

44.

Dug

“"f)

‘a
o
5
@

Khadi and/or vroducto
of village industriesg
2g defined in the Mhadl

and Village Induvstries
Cormission's Act., 195A

Hand woven silk (Pat)
cloth

Goods exported to Bhutan

Leather cloth and in-
ferior or imitation
leather cloth ordinarily
used in book-binding

Rubberised or synthetic
water-proof fabrics

whether single textured or

double tsxtured

> s01d to sugar
Toctories

When seold by a pro-
ducer =and/or organisa-
ticp ecertified for

the purpose by the
Thedi and village
Indvstries Commission
ronstituted under the
Khag¢i and Village
Industries Commissicn's
Act, 1956 or the
statutory State Khadi
and Village Industries
Board constituted
under the Act of the
State

Whe:i produced and
socid by Weavers' Co-
operative Socleties

Cn production of a
certificate from the
Commissioner, the
Deputy Commissioner,
the £.D.0.'s of the
Southern Bhutan,
Sarbhang tc the effect
goods are for exnort
to Bhutan



(1)

(2)

45,
46.

47.

49.
50.

51.

Book~binding cotton fabrics

Endl spinning and Muga-cum-

Tossar twisting and reeling

machines popularly knovwn as
Nidghiram Type

Articles donated by ma -
facturers and dealers as

gift for the use by the
Armeé Forces

Goods purchased by the
Indian Aid Mission, Nepa

Green tea leaf

Purnance oil

Goods exported to
Sikkim

On vroduction of a
certiticate from

the local Station
Commander of the
Armed Forces or his
authorised agent to
the effect that the
articles are donated
as gift for the use
by the Armed Forces

On production of a
Certificate from the
Dircctor, Indian Aid
Misgion, Nepal or

his authorised egent
to the effect that
the goods are for use
in Indian—-aided pro-
jects in Nepal

When sold to publie
utility undertakings
for generation of
electric energy in
Assam

On production of land
customs receipt or
certificate of the
Government of Sikkim
to the effect that
the goods are meant
for consumption in
that country
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(1)

(2)

(3)

(o]
[

Paper used for
printing of text
beolts appreoved
by the Text Book
Committee znd
the University

Patidoi Sut
0il cake

On production of
certificate from
bock committee,
university and
other educational
authorities, e.z.,
Higher Secondary
Board
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ANNEXURE V.3

Tax Rates under the Assam Finance (8ales Tax)

Act, 1956

S1.No.

Jame of taxanle goods

Rate of tax

&)

(2)

(3)

1.

All arms including
rifles, revolvers,
pistel and srmunition
for the same

A1l clocks, time pieces
of watches and parts
thereof

Binoculars, telescope
and opera glasses

Cigarctte cases and
lightors

Cinematographic equip-
ments including cameras,
projectors and sound
recerding and repro-
ducing eauipments, leu-
ses, films and parts

and accessories required
therewith

Dictaphones and other
similar apparatus for
recording =ound and
spare parts thereof

Gramophones and compo-
nent parts thereof and
records

Iron and steel safes and
almirah

12 paise in

12 paise in

..do..

_.do-

the rupee

the rupee
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(1)

) (5)

O

10.

10A.

11.

Motor =svclece ond moter
cycles “Cmﬂl]&+L?Di5
mooxr ssuote Mot o -
”d ¢Vrosq tubes - do ~

1()

rettes
and gparc parts cf mo
4

cycles, motor scooto
and motorettes

Motor wehicles including
motor cars, motor taxi,
sbhs, motor ommibuses,
motor vans and motor
lorries, chasis of motor
vehicles belonging to
other (on the turnover
relating to bodies) compo-
nent parts of motor vehi-
cleg, all varieties of
trailers by whatever namc
krnown, tyres (including
prumatic tyres) and tubcs - do -
ordinarily used for motor
schicles and trailers
whether or not such tyres
2vd tubes are used for
cther vehicles and arti-
cles (ﬂXCWudlng batterics)
adopted for use generQ1“"
2 parts or accessoriec
of motor vehicles and
trailers

Batteries (excluding dr-
cells) - do -

Photographic and other

cameras and enlargers,

films and plates, paper 12 paise in the
cloth and other parts

and accessories required

for use therewith

rupee
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(23 (3)
Refrigerators And alir
conditioning piants ~nd - do -
components thercof

Sound transmitting equip-

ment insluding telephones - do -
and loud speskcrs and

spare parts thercof

Type-writers, tabulating

machines, calculating and - do -
duplicating machines and

parts thereof

Wireless reccption instru-

ments and apuaratus, radios

and gramophone electrical - do -
valves, accumulators, amnil-

fiers and loud speakers cnd

spare parts and accessorics

thereof

All electrical goods
instruments, apparatus,
appliances and all such
articles, the use of
which cannot he had except
with the application of
electrical energy, includ-
ing fans lighting bulbs,
electrical earth warcs
and porcelain and all
other accessories and
component parts either
sold as a whole or in
parts

12 paise in the rupce

All varieties of tractcrs

and bulldozers including - do -
parts and accessories v

thereof
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N
~

-
O

N

N

Y

[AW)

Bicycles, trlgyclo

rickshaw znd cyelos ~ . .
; L T nalse in the rupee

combinavions and ol t

accegsories and paris

thererf

Bricks =and tiles (kiln

: . - dn -
purat ) other than mosaic
. N
(ma=dnry tiles)
Cement 10 paise in the rupee
Hair oils, toothpaste,
tooth powder and tooth 7 paise in the rupee

hrush

Crockery and cutlery,

including knives forks

and spoons, articles made

of gla=s procelain or - do -
glazed earthenwere

adopted for domestic use

]

Vegetable cils both edible

or non-«dible including

vanasrati or vegetanle - do -~
but excluding mustard oil,

rape oll and sxmixture of

nustard and Tape oil

t
iy
@
=3
o
D
®

Pireworks including 7 paise in
coloured matches

¥

Glassware, bottle and

phials, funnelsz «lobes,

glass parts of lamps, 7 paise in the rupee
sheets and plates, photo

and other frames =znd

mirrors
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(1) (2) (3)
26. Leather goeds of
all varieties (other
than hard made footwear do -
when sold at price not
exceeding 7.5.00)
27. Matches ‘e do -
28, Medicines and drugs ‘
other than the follewing - ¢do -

(a)

(o)

()

(d)

antiemalaria, drugs,
vig., quinine in
powder form, quinine
pills (but not sugar
coated) quinine alko-
loids salts quinine
cebeggaon and alkoloid,
tolaquine, cinchona
and chloroquine group
of drugs e.g. Niva
quine, Reschoclin and
Camequine whether the
solution or powder or
in tablet form paludrine
and darapirm

anti-Kalazar drug viz..
Urea Stibaumine and
Pentamadine Isethionate

vaccine yiz., Small pex

vaccine Cholera vaccine
and T.A.B. Vaccine

ayurvedic, homoeopathic

and unani medicines except
those covered by itemn No.67

of this schedule
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(1) (2) (3)
29. Paints, colours, ‘lanuers
and varnishes including 7 paise in the rupee

glue, polish, terpentine,~
enamels and indigo

294, Brushes, sand papers and
other abrasives bv - do -
whatever name known

30.  Plywood, hard-board, cut- - do -
board and straw-board

31. Premeralds, rubies, real
pearls and sapphires,
synthetic or artifical - - do -

precious stones, pearils
artificial or cultured

32. Rubber products - do -

33. Sewing machines, knitting
machines and parts and
accessories thereof

34. Soaps of all varieties
including toilet scaps,
shaving soap, medicated
soap, soft soap, liquid
soap, soap clips or flakes,
powdered soaps of any other
discription and detergents

35. Stainless steel products 12 paise in the rupee

36,  Tinned, cinned, bottled
or packed foods or pro-
visions including con-
fectionary, biscuits and
cakes

7 paise in the rupee
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(1) (2) (3)
=T, Upholstered furniture,
sofa sets, drescing tables
and furniture oI al!l types
made of timber and ivon 12 paice 1n the rupee
and ateel
38. Vacuum flasks of ali kinds 12 peise in the runee
29, Water supply and sanitary { poise in the ripec
fittings
40, Iron and Stecl as de-~
fined in clause IV of
Section 14 of the C.S5.T. 3 paise in the rupee
Act, 1956 (Central Act,
74 of 1956)
41, Electronlated nickel ox
silver or German silver 12 paise in the rupee
goods
42, Articles made of inlaid
with ivory - do -
4%, Perrembulators - do -
44, Carpets including durries - do -
45, Foam rubber products - do -
45, Cozl g=s and coszl coke . .
. = ; valise in the rupee
in 211 its forms, but 5> pals 3
excluding coal
47. A1l machineries and
spare parts thereof 7 paise in the rupee
48. Plastic celluloid and - do -
bakelite goods
49. Ladies hand bags and - do -

other types of vanity
bags
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(1) (2> (%)

50, Tinned, bhottleld ow
nacked milk “cods (in- ~ do -
cluding condensed milk)

57 White sheets and gaivaniz- - dn -
ed¢ sheots plain or corvu- '
gated

5% Asbegtos sheets - do -

53, Shaving sets, razors,
razor vblades, chaving - do -
hrush and other accesso-
ries

54. Tinber other then fire
wood 7 paise in the rupece

55. Dried fruits, bulbs (in- _ do -
ciuding onion and garlic) '

56, Petromax, stoves, cookers,
lamps, lanterns and parts - do -
and accessories

57. Padlocks and keys - do -

58. Shoe polish, shoe creams 7 paise in the rupee

p ¢ _
ans shoe brush

59. Dyes and chemicals - do -

60. Torch znd traasistor - 4o -
batteries; torch 1ights :
and torch bulbs

61. Tooth paste, tooth - 30 -
powder and tooth brush '

62. Pipes and fittings of Pipes - do -
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(2) (%)

64-‘

65-

66.

Pesticides including

insecticides, fungicides - do -
herbicides, redenticides

etc.

India made and imported
{oreign 1liquor including
whisky, brandy, gin, ruam,
wine, champagne, teer,
cider, perry ale and other
fermented potable liguors
(except when sold to defence
personnel in Defence Services
Canteens)

2% paise in the rupee

Won potahble liquor, that

is 7 paise in the rupee

(a) rectified spirit

(b) denatured spirit

(c) methyl alcohol

(d) absolute alcohol

(e) any other alcohol
which the State
government by noti-
fication in the
official gazette
declares to be
non-potable for
purpose of this
entry

Spirituous medicinal
preparations (under any
pharmacopaedia) contain-
ing more than 12 per cent
by volume of zmlcohol (but
other than those which are
declared by the State 20 paise in the rupee
government by notification
in the official gazette

to be nct capable of
causing intoxication)



(33

69.

Country snirit

Cosmetics and toilet
requisites including
scents, verfumes, snows,
vowders and lipstick
ex2luding those covered
by item Jo,21

Mosaic (Masonsy) tiles

N
L

/ - - - 1
14 paise in the
i

rupee

12 paice in the rupce
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ANNEZURE

(821es Teax of Potroleum

V.1V

pes
@]
I
2
Y
o}
\J

There shalil be levied and aoll
tax on gales of the following

fied belows-

1.

8.

Motor spirit (except
dlesel 01l and internal
combustion oil other
then petrol)

TIubricants

Diesel 0il and other
internal combustion
0il other than petrol

(2) Superior kerosine
not ordinarily
used as internal
conbustion oil

(b) Inferior XKerosine
not ordinarily used
as an internal
combustion oil

Crude oil
Petroleum coke

Petrcleuwn gas and
natural gas

A1l other products
obtained as derivatives
or petroleum and/or
natural gas

30

10

11

iy

~

e}
iy}
.
n
®

3
o
fin
(9]
[

g
2.
w
[0}

paise

paise

ted from cvery dealer &

the rates speci-

per 1litre
per litre

per litre

per litre

per litre

> per litre

in the rupee

per rupee

per rupee
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ATHEXURE V.5

Rate of Purchase Tax under the Assurs. 2urzh

ase Tax Act.

1967

Descrintion of goods

1. Raw jute

2. Raw hides and skin

Z. Bones of animals, brids,
reptiles and fish

4. Paddy

ates of tax

4 paise

3 paise

3 paise

2 paise

in the rupee

in the rupee

in the rupee

in the rupee



VI. SALSS YAXSS: ALALYSTIL OF OPSRATIONS

6.0.1 Tax gdministration in As:saw
rry state. A complicaoted Uaz iige
at two different points zannoi oe
tively without a well-trained anug well-¢
and exceplt on the basis of an adsguate

sterm, [Hone of the pre~requisites

As 2 result, the operstions oI the tax

optimum and tax delinguency ig of =z sabstertisi meg-
nitude. We shall in this chapter examine the Jdiff-
erent aspects of operations with a view to Iimproving

tax administration and compliance.

1. Registration of Dealers

6.7.1 A1l deglers in the State with an annual turn-~
over above the exemption level, and allAimporters and
wanufacturers are liable to get tnemselves registered.
For this purpose, a desler is reguired to submit an
application in the prescribed form alongwith the pre-
scribed fee. After an application by the dezler, the
taXx authorities take steps to verify the genuineness
of the deagler and to get an idesa as to the size of his
turnover. I1f necessary, they go through the books of
accounts. If the guthorities are satisfied that the
case 1s genuine, a registration certificate is issued
to him.

6.1.2 After verifying that the accounts are in order,
the Taxation Department takes only a few days for iss-
uing the registration certificate. Delay is said to

occur only in case of prima facie doubts,genuineness
of the case and the size of the turnurer. The dealers,



generally, have rnio complsints soout deley in the 1issue

of registration certificates.,

[N

13 The data on trends in registrstion, presented

to 1976-77. 1he growtin in the numoer of registered
s ba=sn at a higher rate than under

S8}

dealers under AFST hgs
AST. Thus, while total registrations increasced at the
rate of 4.6 per cent per annum, tne increase was of the
order of 9.2 per cent per annum in the case of AFSI.
This was mainly caused by the expansion in the coverage

of this Act.

6.1.4 The existing legal statutes reguire the regis-
tration of dealers separately for each ict. One dealer,
dealing in two different commodities, taxecd at the fir-
st and the last pcints has to have two registrations.
This, besides leading to duplicatiocn in counting the
number of registered dezlers, means avoidable trouble

to the dealer. A dealer having two registration numbers
is not conducive to care of identification that there

should be only one registration for a dealer.

6.1.5 Tables VI.3 and VI.% give the classification of
registered dealers in tine State according to turnover.
During all the years considered, a large number of re-
gistered dealers, accounting for between 30 per cent

and 40 per cent belonged to the turnover group of k.12,C00
to B.25,000 they however, contributed only a very small
fraction of the total tax yield (Table VI.Wk). Further,
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TABL4 VI.i

Trends in wales Tax fegistrations

Venr A.S.T. AF.5.T APJT. HJ.8.T. C.5.T TOPAL
1060-61 7692 2695 - 237 443G 15063
(51.06)  (17.89) (1.57) (295
1961-62  775¢ 1G22 - 179 LG 14600
(53.08)  (13.16) (1.82)  (32.52)
1962=-63 7989 3262 - 131 5149 16531
(48.33) (19.73) (0.8) (31.14%)
1063-6% 8062 27l - 134 6034 18504
(k3.57)  (23.09) (C.72)  (32.60)
1964=65 8508 Lol - 134 6031 18947
(44+.90) (22.5%) (C.7¢)  (31.83)
1965~66 8664 4756 - 138 649l 20052
(4, 21) (23.71) (0.67) (31.82)
1966-67 3326 560k - 136 6770 21336
(4+1.36)  (26.26) (0.63)  (31.73)
1967-68 8853 A3k - 151 7267 22705
(38.99)  (28.34) (0.67) (32.00)
1968-69 9078 7211 - 161 7629 24082
(37.69) (29.95) (C.65) (31.03)

Contd....
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moe
TApiay VI,

AJFE.S.T

Veur beS.T. APLT.

1969=-7C G976 7138 -
(37.93)  (30.17)

1970-71 8976 757 7 -
{(36.96) (31.20)

1971-72 158 7796 -
36.96) (31.47)

1972-73 9776 8317 3k
(36.89)  (31.39) (1 .29)

1973-7% 9933 8716 407
(36.56)  (32.08) (1.4%9)

1974=-75 10091 8703 362
37.4%)  (32.29) (1.3%)

1975-76 11069 9192 Lo
(37.82)  (31.%1)  (1.44)

1976~77 10053 1004, Loy
(36.85) (30.21) (1.27)

Growth

rate 2.34% 9.17 4,70

(Contd)

2,00

+.01

LOTM

?3f/y

FML\U

A e Rt
e Ny
E S

Pigures within parenthe

of the year.

ses denote percentages of total
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the lower limit of this group being the exemption level
for the last-point tax, a small increase in the eXemption
level will shift the impact of the tax from a very susll
dealer to a bigger dealer in an earlier place in the
stream of transations. Therelore, if the exemption level
is raised to 1.30,000 or so, the loss in revenue would

be minimal. BHven that will be made up by the collection
of tax at the earlier stage. Hence,our egrlier reco-
omendation for an increase in the exemption level for

the last-point tax.

6.1.6 No exemption level is now prescribed for manu-
facturers and importers, and each of them, irrespective
of their turnover has to be registered. This enables
the department to get informaticn about the points of

TABLE VI.2
Brend in Sales Tax Assessment in Assam

Year A.S.T. A F.8.T. (C.8.7. Petrol TOTAL
1966-67 18,831 10,696 13,382 513 43,422
1967-68 19,714 12,226 15,04k 568 47,552
1965-69 15,564 11,022 13,393 579 40,558
1969-70 16,901 12,122 14,184 523 43,730
1970-71 19,042 14,607 13,185 678 47,512
1971-72 17,186 13,248 15,758 578 46,770
1972-73 16,857 12,959 14,408 570 44,794

1973-74% 20,149 15,899 11,036 1,074 48,158
1974=75 22,445 16,495 11,7141 1,569 51,920
1975'76 2371"'29 197638 11 ,7""9 829 5576!"'5
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origin of transactions in the ecohnoumy. Notwithstanding
thne importance of information sc obtainad, it sewms that
TABLE V1.3

Average Proportion c¢i Acsessess apd Tex tevernue

(During 1560-61 to 1977-73)

Percentage of asscesec:s

AF.S.T C.5.T. Petroleum Purchsase

Turnover group

tax tax
Rs.12,000 - 25,000 35.35 26.63  43.29 6. 7%
(16.00) (3.1%)  (1%.36) (0.48)
Bs.25,000 - 50,000 23.51 24 .53 19,88 4,83
(12.19) (3.86) (10.62) (0.60)
Rs.50,000 - 1 lakh 15.21 20.32 12.29 5,56
(11.24%) (6.86) (4%.71) (2.25)
Rs.1 lakh - 2 lakhs  10.43 10.43 4,10 5.00
(10.03)  (16.86)  (4.34) (7.13)
fs.2 lakhs- 3 lakhs 6.36 3,66 12.29 13.99
(8.69) (19.06) (17.36) (11.60)
Rs.3 lakhs- 5 lakhs 4,89 5.79 1.52 19.78
(8.41) (22.15) ($.73) (7.82)

kBs.5 lakhs and above 3.72

3 6.68 L 10
(33.44) (28,

3
5)  (7.13) (70.22)

Figures within parentheses indicate tax revenue
collected.

registration of very small manufacturers leads to un-
necessary work for the department. In any case, such
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remistration 18 dinconszguentizl from twhe oodint of view

of revenue. Our ahalysis ol such pveovesions 1n other

States revesls thalt many of ther have fizsd an ﬁTﬂmptian
izvel of B.10,000 for the mamiiscturers. wWe recommend

TASLL VIs

Classification of issesgees According to Hange

of Turnover -“:(:I':’ICA ar A

Turnover gr-

oups Year
(Bs. thousand) 196C-61 1965-66  1970-71 1975-76
12 - 25 1,498 1,654 1,440 1,303
(42, 03) TR (3, 14) (29 03)
25 - 50 708 848 1,045 997
(20.43) (20.73)  (23.33) (22.21)
50 - 100 631 657 767 733
(17.70) (16.06) (17.12) (16.33)
100 - 200 347 4z 517 481
(9.7%) (106.07) (11.5%) (10.72)
200 - 300 185 2k s 307 365
(5.19) (5.9%) (6.85) (8.13)
300 - 500 82 128 207 334
(2.30) (3.13) (4+.62) (7 k)
Above 500 93 1hé6 157 276
(2.61) (3.57) (4. 40) (€.15)
TOTAL 3,56k 4, 090 I, %80 4,488

Figures within parentheses show percentages of the
total number of assessees in each year.

that in Assam an exemption level for the manufacturers
be fixed at a turnover of k,10,000,
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. Submission of tax Return

2

6.2.1 In the case of 211 the sslics texes, sxcepbing

the AFST, dealers are reguired to sobmat returns at the
of each quarter. in the case -7 AFST, toe return

is to be submitted during s5ix wonbns. It 1

introduce the same periodicity ¢i weturn for all taxes

where the sales are unified and cthorwice. Alongwith

the return, advance tax is pzid or self-assgessnent.

Given a quarterly return wculd encaie an even flow of

revenue throughout the year. We recomnend that provision

for quarterly return be introduced for all taxes.

6.2oE As taxes are paid under different Acts, a separ-
ate return has to be submitted {cor esch of the sales
taxes. We have already recommend:zd the integration of

different sales tax Acts. Oncz the integrated Act comes

into operation, a single returrn would be sufficient.

The form of the return

6e2.53 The existing return, as crescribed in =11 the
Acts, requires the dealers to give information on turn-
over of commodities grouped sccording to rate categories.
The classificeation of the amount of tax paid 1s salso
according to the rates of tax applicable to the different
groups. It is not possible to find out from the returns
or from the registers maintained by the department ei-
ther the turnover relating to different individual co-
mmodities or the revenue raised by the Government from
them,

6.2.4 We discussed this lacuna in the tax return with
several officials in t:ie raXation Department, as well
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as with the represen.atives ol trade organissiions. Al-

tizough the dealers may fa2ce some dirffilculcoies in furni-

information on turnover snd tax classilied according

to commofitizs, such dinformation is so useful for the

Government tuat we feel thot thie neressary chonges should
be made in the existing Torm of return. However, tae

chenge need not be completed 1n oré stage

-

Gl some oiher States have introduced reviged returns

3

vy
el

[N
=

which provide for forms having mcr2 infcrmation.
experience could be useful. Some of the stetss which
tried to change their return did face some caifficulties.
Their experience suggests that it may be better not to
ask for commodity wise detalls for all commo?ities in the
first instance. The experience of West Bengol government

ticates that we should aim at first to obtain information
on terminal tax 1n respect of a few majnf conmotiities
or for a few groups of commodities. The rzlection of
comnodities selected for this purpose shoulic ftogether
account for at least three-fourth of the revenue in tae
state. It is recommended that as a first stzp commodities
that yield major chunk of the revenue, should
ately mentioned in the new tax return. Another p
consider is that small dealers may {ind 1
maintain records on commodity wise salzss. They may be
exempted from furnishing inform:fion by commoditie
though they will also use revised return. Bigger dealers
having & turnover of #.1 lakh and above should be zsked
to furnish the extra details.

4]

3. Tax Assessment

6.5.1  Presently, the assessment is made twice a year.



The gssessments -re ng € SEparsLe
AFST . when these Lwo ﬁapes a1

be only one sssescment. We furtier

assessuent muct be mode anmually. i
is not inconsistent with the recomuend-tion of guarter-
1y submission of returns. The ciaftcrly submilssion

of returns fulfils the objecti of

flow of revenue to the Government, =rnusli as.essment
7

would reduce the work load of the assecsli ocubthori-

Ul

ties without sffecting tihe flow of vevenac. 'he data
relating to revenue given in table VI.6 show that 95
per cent of revenue comes through advance pa y ment of tax

by the dealers and, therefore, postponement ol asszss-
ment by six months will not adversely nffect the flow

of revenue to the Government.

6.3.2 The assessment procedure is i crucisl impor-
tance in the operations of the tux, necause 1t 1s here
thot the assessee comes in direct contsct with the ad-
ministration. oimplification i35 =2ssential from the point
of view of the convenience of the deslars and o proper
procedure is dimportant from the point of collecting the
rightful duss of the Government. Kceping these requir-
ements in view, it 15 necessary to [ormulate assessment
procedurss, whereby, the small dealers who contribute
insignificantly to revenue, are rolieved of agvoildable
procedural inconvenience and at the sane time greater
attention can be paid to the assessment of those sele-
cted dealers who contribute the bul.s ¢f the revenue.

6.3.3 The present practice is to call 11 the dealers
ligble to tax tc the Sales Tax 0Office, for verification
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of the correctness of the return filed and for comple-
ting the assessments. When the dealer appears before
the superintendent of taxes, the latter makes a de-
tailed verification of the claims, etc.,and then frames
an assessment order.

6.3.4 An important part of work connected with tax
assessment is checking up the accounts of dealers. As
stated earlier, this workx has to be done by the ass-
essing authorities. Detailed checking of accounts of
all the assessees would take too much time. One has,
therefore, to recognise that the work cannot be done
perfectly in the case of all the dealers. We are of
the view that the Government should ciassify the work
of assessment into two categories, namely, dealers
having anmial turnover less than fs.1 lakh and those
having an annual turnover exceeding f.1 lakh. Complete
checking of accounts should be done for all the dealers
falling in the latter category. In respect of deglers
having a turnover of less than R:.1 lakh, self-assessment
of the deaglers should generally be accepted.

6€.3.5 In order to retain fear of check by the assess-
ing authorjities, there should be an annual five per cent
random sample check of the accounts of small dealers.
For this purpose, there should be a system of centra-
lised selection of dealers and the Headquarters must
have a unit for selecting the sample dealers every

year. The accounts of the selected dealers should be
subjected to a thorough check.

6.3,6 One of the suggestions made to us for the treat-
ment of small dealers was to provide for compounding of
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tax liability for such cezlers. Some of thc states do
have rules wuicn ailow = deadler the option of payving

a Iumpsum tax until he atteins & particular higher lovel
of turnover tharn the exemption level, although he has

to be registered. However we do not feel thal compounding
is the best way only. If a dealer collects [ie tax

from the consumers, he should pay the amount in full to
the Government. But when the provision of compounding

is accephted, tne dealer collects the tax but pays only

an approximate amount of collection, i.e., he pays <ither
more or _esc than what he collects. This cennot be acc-
epted as a good principle. Hence, our suggestions that
the tax be collected from the small dealers on the basis
of self-gssescment with a provision for sample check.

6.3.7 ‘Another important problem concerns the delays

in assessments. lhere are many complaints on this score.
These delave have resulted partly from the fact that

the increase in the number of assessing authorities,

has not been commensurate with the increase in the
number of registered dealers, and partly from the non-
existence of any léegal binding on the department to
complete the assessment of a dealer within specified
period. Thus, theoretically, an assessment can be

made years after the return is submitted. The actual
delays and the possibility of the department taking

up the assessment for a past year at the time of its
choosing the dealers who have to maintain the records
pertaining to several years which may be required to
produce at the time of assessment. Various trade or-
ganisations have represented against the inordinate de-
lays in assessment, which are not infrequent, and against
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the lack of time-limit within which the assessments re-

lating to a given year should be completed. We feel that

there is substance in this complaint. Under the Income
TABLE VI.S

Number of Assessment Cases Pending at the
snd_of the Year

Year A0, AFLST. CU3.T. Petroleum TOTAL
tax
1960-¢" 7500 1117 2611 L6l 11692
1961-62 7929 2003 3008 459 13399
1962-053 9179 3167 k712 509 17547
1663~ 9737 4899 5021 270 19976
196465 G744 5404 3905 210 ' 19065
1965~506 6oSh 3896 3316 172 14068
1966-67 (225 4712 3667 236 14840
196766 6157 4812 2899 192 14060
1968-66 761k 6941 408k 158 18797
1969-70 10048 10901 5711 L 62 27122
1970-71 11137 11393 6536 551 29617

Tax Act a time limit of four years was initially prescribed
for completing the assessments. This 1limit was subsequently
reduced to two years. ©Such a limit prevails also under

the Sales Tax Acts of several other States. We recommend
that the assessing authority must be required to report
regularly the number of cases pending with him for over

two years. This may be provided for in the rules of the
department. Besides, through an amendment to the Act, it
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must be made obligatory on the part of the department

to accept the self-assessment medsz by the dealer, if the
department fails to make an assessment within s period
of 4 years after the return has bee:r submitted.

L, mvasion of Tax

6.1 While no reliable estimates of the magritude of
avoidance and evasion of sales taxes are available, tne
impression we have gathered is that these are practised
on a large scale. <Tax evasion takes on many forms and
manifestations. The methods generally employed by the
dealers are misuse of "<’ forms, carrying on business
without g registration certificate, manipulation of
accounts for under-reporting production or sales, under-
invoicing of imports and selling of goods at a premium
but recording the transactions at control prices.

6.4.2  Apart from these common devices, the methods of
evasion, and the means of checking it, are different as
between the first and last-point levies. In the case of
the former, since Assam 1s a net importer of a wide range
of producer and consumer goods, one important way in which
the tax is evaded is to import goods (or bring them in
personally) without the knowledge of the sales tax autho-
rities and to sell them clandestinely without recording
transactions or through unregistered dealers, For this
purpose goods are booked through the railways on a self-
consignment basis, and when they arrive at one of the
stations in the State, they are taken delivery of without
any information reaching the sales tax authorities.
Alternatively, goods are brought by trucks from other
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Stetes and jt is claimed that they would be only in tran-
sit through Assam, a town in a neighbouring State being
shown as the final destination in the documents carried.
Actually, however, the goods will be delivered to some
dealer in the State who would sell them "off the record"
or would in turn c¢lgim that the goods have borne tax at
an earlier stage.

eyl It 18 clear that if evasion of the first-point
tax 15 to be affectively checked, (i) tiere would have

to be efficient ways of monitoring the flow of goods

into the State thregugh the main arteries of inter«State
trade; and (ii) ways must be devised to verify the claims
of various dealerd 6f the effect that the goods they have
so)d were subhjected to tax at the first-point. Check-
posts at the border have been considered tc be one of
the means of keeping track of the movement of taxable
gbods into State, although one school of thought holds
the view that they serve no useful purpose, but that on
%he other hand, hinder the free flow of traffic and
became sources of corruption. For verification of claims
that the'ébbés sold have alrecady been taxed,; 2 system

of declaration forms has been developed in different
States. Accdrding to this system, the importer or the
manufacturer who pays the first-point tax issues a form
to the registered £ealers who purchase thgse goods from
him certifying that the tax has already been paid at an
garlier stage. [/ are expected to verify that the
second-sellers file the forms with the returns, to

ohieck the returns against those forms znd to forward

the foruws to tha ¢ircles of the first sellers concerned.

L The Superintendents of taxes



6.4k Unless the checkposts function siTectively with-
out corruption; unless some wagtch i keot on arrivals

of goofs through railways and unless the claims by
various deglers sbout taxes having been glresdy paild

on the goods sold by them are satisfactorily verified,

it would not be possible to xeep down to mindrum

{0

evasion of the first,point tax, 48 st pressnt, there
are only three sales tax checkposts at the borders of
the otate. we recomuend that the number of checkposts
should be increased anc that the aim should be to cover
all the important entry points. On an experimental
basis, the staff of some of the checkposts should be
increased so that they may deal with passing trucks
moreexpeditiously. Moreover, the mcst important check-
posts should each be manned by a senior azcsessing off-
icer. It would also be necessary to introduce a system
of permits for s few specified commodities that are ma-
inly imported and in respect of which it is found that
there 1s considerable evasion of tax. 1In regard to
these commodities, evzry intending importer should be
required to obtain an import permit from the sales tax
authorities of his circle, which should be carried by
the person bringing the goods zcross the border. At
the checkpost the goods should be verified asgainst the
permit and one copy of it should bhe despatched to the
circle concerned. The verification of the goode against
the permits should be carried out thoroughly on a sam-
ple basis. At the other end, namely, the sales tax
office, the permits should be gutomatically placed on
the files of the dealer concerned.
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6.4.5  Thrre is couslderable disillusionment witn the
operaticn of the existing chsckposts in Assam. This is
guite understandahle tecsuse, as we have come to learn,
they are not really contributing to the checking of
evasion; but then they are not being cperated in the
required manner. For cone thing they are poorly staffed.
Besldes, where the permits srz issued and carried back
into Assam they are sent tack to tne Taxation Department
and filed somewhere without being made use of in the
assessment of the importers concerned. We would stro-
ngly urge that instead of abandoning the system of
checkposts, the department should strengthen them and
get its officers to use the permits productively in the
manner which we have suggested.

6.%,6 In this connection, we may refer to a sugges-
tiosn we have made in the previous chapter regarding

the introduction of a2 double-point tax in relation to
certain commodities which are primarily imported and

in respect of which there is considerable evasion. We
earnestly hope that the Goverrment would accept this
recomnendation and experiment with a double-point system,
to begin with, in relation to four or five major goods,
particularly edible oils, electrical goods, hardware,
building materials, motor parts and toilet grticles.

6.4.7 It is equally important that the accounts of
even the non-tax paying, registered dealers should be
effectively checked to ensure that the taxes have been
paid at the earlier stage and the necessary declaration
forms have been filed. More importantly, these forms
when sent to the circles of the first sellers must be
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tallied with the returns of thae concerned dealers., We
would suggest that the department may examine whether
this task of tallying the forms with the returns could
be undertzken on a regular basis by thz Lnforcement
Branch. It is our understanding tnat althiough in thneory
the accounts of all the registersd ceslers are to be
properly checked, only cursory attention is pasid to the
returns of dealers from whom taxes are most likely not
to be collected. It is often assumed that as far as
the first-point tax is concerned the job is complete

as soon as taXx has been collected from importers or

the manufacturers., It is on this assumption that it

is calimed that the first point tax is the easiest

to administer. <The above discussion would show that
the claim is not valid. However that may be, the

point we should like to stress is that even in respect
of the first-point goods the accounts of registered
dealers at the second and third stages also should be
checked, at least on a sample basis.

6.%.8 In respect of the last-point tax, the two most
important methods of evading tax are (i) shifting pre-
mises or changing names and (ii) sales to bogus regis-
tered dealers. IV is common practice for dealers to
set up business in a particular place without regis-
tering themselves, carry on trade for a few years
without paying tax, even though legally liable, and
then to disappear without trace to set up business
elsewhere. OSince these are usually small dealers they
do not find it disadvantageous or costly to move from
place to place, Alternatively, the name of the business



5

is changed or only the nome of the owner ls changed.

T e s e £ 3- -
Lhic scune, ha

When the sales tex suthoriiy arrives on
ving heard of some nrosparing business, he 1s told th=t

the new propristor the new husiness have no conn-

ection whatsoever the older one. the szcond me-
thod of evasion refcrred Lo avove is the straightforward
one of showing sales to non-existent register:d dealsrs.
For this purposc it is necessary to obtain registration
certificates and if necessary declaration forms. This
can be obtained either through collusion with the off-
icers of the department or by showing bogus accounts

books, etc.

6.4.9 These methods of evasion of the last-point tax
can only pve checked through a systematic survey of bus-
inesses in various perts of the State. In this tasxk
the Enforcement Branch has to play a crucial role.
Periodic and surprise inspections by the officers would
help in checking the gcnuineness or otherwise of tran-
sactions. Such inspections however have to be coupled
with cross verification with the accounts of other
dealers. At present the anforcement Branch works on
the basis of tips or informaticn received from outside
sources. oStrictly speaking, this information should
mainly stem from cross checks made by the assessing
authority and through the information provided by the
checkposts. It is also possible to get some information
through coordination with the Income Tax Departuent

and with the Sales Tax Departments of other States in
regard to 'C' form.
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6.4.10 Apart from evasion, asszssces alse practise taxX
avoidance. Loopholes in the tax law enasble them to de-
vise various m=ans of avoidaznce. One of the causes of
avoidance, which we would 1like to peint out here, is
the ambiguity in the description of taxable goods.

Some ambiguity exists in relaticn to electrical goods
(sntry 16), carpet (sntry %), machinery (Entry 47)

and chemicals (Entry 59), under the AFST. We would re-
commend that more detailed and exhaustive description
of these goods be incorporated either in the Act itselfl
or in the rules so that dealers may not claim, as they
often do now, that particular items taxable at higher
rates or to be classified under groups taxable at lower
grcoups taxable at lower rates.

5. Appellate System and Procedures

6.5.1 The dealer nas thefight to make the first appeal
to the assistant commissioner (Appeals.) against an ass-
essment order or a penalty lmposed by an assessing auth-
ority. Before a dealer can file an zppeal, the tax ass-
essed or the penalty imposed has to be paid. This is
sound practice, as the gssessee will have no incentive
to file an appeal just to obtain postponement of the
payment of the dues. It also helps to keep down tax
arrears., However, wnere a large amount of tax is in-
volved in the appezi, the appellate authority is vested
with discretionary powers to entertain the appeal with-~
out payment of the entire tax demand or the penalty im-
poSed.

6.5.2 The data relating to institution, disposal and
balance of appeals presented in table A.VI.6, show that
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the number of sppeals, against orders of assessment
were quite large during the period 1961-62 to 1965-66.
In the later years, the nuuber of appresls has come
down. 1hus, the number ol appeals instituted, as per
cent of assessments cannot be said to be an indicator
of the quality of assessment.

6.5.3 The number of disposal nss besen equal to the
number of new appeals. Hence the large (previous,
backlog of casSes has remained undiminished. It is
recommended that some special arrangement should be
made for the disposal of the backleg.

6.5.4  An appeal against the order of the assistant
comnissioner (Appeals) can be made to the Board of
Revenue, or the case can be referred to the commissioner
of taxes for revision. If the matter is referred to

the commissioner of taxes for revision, the dealer lo-
ses the right to make s second appeal before the Board
of Revenue. 1f a matter of law is involved, the case
can be further referred to the High Court against the
jucgement of the Board of Revenue. These provisions

are satisfactory.

6.5.5 Under the existing law, there is no time limit
for the exercise of the power of suo-moto revision by
the commissioner of taxes of an order prejudicial to
tax revenue. As indicated earlier, this requires the
dealer to maintain books of accounts for an indefinite
period of time. Dealers have a grievance on this acc-
ount. We feel strongly that some time 1limit must be
imposed. Under the Income Tax Act, the commissioner

~

can exercise suo moto powers for 2 years from the
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the date of the orders sought to be revised. We recomm-
end that this power of the commissioner of taxes should
be exercised within 4 years after the date of the ass-
essment order.

6.5.6 The data on institution, disposal and balance
of revision petitions show that there have been many
cases of appeal against the decisions of the appellate
commissioner and that such appeals are on the inCrease:
as against the institution of 35 revision petitions in
1969-70, 378 were instituted in 1976-77. The disposal
of revision petitions has not been keeping pace with
it. As a result, the number of pending revision peti-
tions has been increasing at the end of every year.
There is an urgent need on the part of the Board of
Revenue to dispose of these cases which go to swell
the amount of arrears.

6. Arrears of Tax

6.6.1 Arrearslof sales taxes have been mounting over
time (TablaAVI.és. They increased from R.213 lakh at
the beginning of the year 1970-71 to R.575 lakh at the
beginning of the year 1976-77. A large part of the arr-
ears relates to AFST-48 per cent; the amount being Fs.276
lakh at the beginning of the year 1976-77. Arrears at
the beginning of the year as percentage of total sales
tax collection has ranged between 15 and 20 per cent;

in other words, during these years from 15 to 20 per
cent of the taxXx revenue has not been collected by the
department. One of the most important conclusions to

be drawn from the data is that the department has been
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able to collect only 10-1% per cent of arr:ars out-
standing in esch ysar. Another disturbing If:ature
relates to the periods for which arrezrs have been oubt-
standing. The data presented in table ANVLS8.,show thsat

on March 31, 1975, out of the total arrvars outstanding,
%5.63,000 related to 1950-51, %.16,000 to 1951-52 and
roughly similar amounts to each of the year till 1556-57.

6.6.2  Such being the State of affairs, a big effort
has to be mounted to tackle the problem of arrears.
Under the existing procedures, sales tax arrears are to
be recovered as arrears of land revenue and hence the
work is ctransferred to the Land Revenue Department where
Bakijali officers undertake the task. However, they do
not seem to be getting anywheére in this matter and a
large number of cases of arrears remain pending with
them. The gepartment is not unaware of this problem,
and as an experimsnt, one ST (Recovery) has been appointed
for the Gauhati area. Since Jamuary, 1976, this officer
is looking after the work of recovery of all the taxes
under the Taxation Department for Gsuhati unit. The
experiment can be said to be successful in as wmuch as
the collection of the arrears in that unit in the year
1976~77 went up to 1.7.39 lakh from R.4 lakh in 1975-76.
We recommend that the department should extend this
experiment step by step with a view to setting up a
full-fled.ed recovery branch in course of time. This
branch should be given the sole responsibility to re-
cover arrears of all the taxes within the jurisdiction
of the department.



7. Cost of Collection

6.7 .1 The cost of collection of sales tax is not very
high. 1In fact, as per cent of sgles tax revenue coll-
ection cost has declined from 2.¢ per cent in 1%60-61
and 1.70 per cent in 1975-76. Our suggestions for stren-
gthening the administrative orgenisation of toe Taxation
Cepartment (detailed in Chapter 11 ) will lead to some
incr=2ase in the cost of wllection. The expenditure

on pay of officers, allowances and honoraria, etc. has
been fairly moderate, being Rs.76,000 in 1960-61 and
about Ps.6 lakh in 1976-77. We, therefore, feel that
even if the number of officials is slightly increased

in order to carry out our recommendations the increase
in the cost will not be substantisl. On the other hand,
the increase in the personnel of the type we have re-
commended can be expected to have a statuoryéeffect on
tax revenue collection by the department. Hence, per-
centage cost of collection may not even rise.



VII TAXES ON MOTOR VEHRCLES AND ON PASSENGERS AND GOODS

7.0.1 A number of taxes are levied, directly and in-
directly, on the road transport inqustry. These include
the motor vehicles tax, passengers and goods tax, the
union excise duties and sales tax on vehicles and on
important commonents, the taxes on fuel and finally octroi.
Thus, both Central and State taxes fall on this industry.
While the Central taxes are levied at the same rates by
the Centre there are variations in the rates of State
taxes from State to State. Some of these variations are
justifiable. However, the overall tax burden on the

road transport needs to be kept in view angd controlled.
This can only be done through co-ordinated action by the
Central and State govermments. In this chapter, we shall
undertake the limited task of lcocking into two importarmt
State taxes, viz.,, the motor vehicles tax and the tax on
passenger fare and on freight of goods in the State, with
a view to rationalising their structure and administration
so that their yield can be raised without either under-
mining the competiviveness of the industry in the State

or hindering economic development.

1. Thé BEvolution

7.1.1 Under the Indian Motor-Vehicles Act, 1914, various
fees are levied for the purposes of registration, permit,
driving licence, ete., these fees have been raised from
time to time,

Motor Vehicles Tax

7.1.2 Apart from the above mentioned fees, the tax on Mot or
vehicles (MVT) was introduced in Assam under the Assam
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Motor Vehicles Taxation Act, 193%F. Since then, the rates
have been enhanced from time to time. In 1950-514 gipgni-
ficant revislcns were made to bring the tax struciure
into conformity with those in the neighbouring States.
the rates being considerably enhanced in respect ¢f
certain vehicles, suoh a3 motor cahs and taxis {(from %.40
in 1946-50 to 7,80 in 1950-51), stage carriazes (rates
douhled) and goods vehicles with different laden weightis.
In 196%-64, changes were made in respect of certain cate-
gories of vehicles, taking into account the recommendations
of the Road Transport Committee, 1954, and the decisiouns
of the Transport Council of 1959-60, According to their
recommendations, taxes on public transvort vehicles were
stepped up 2rd new rate categories were introduced much
as tourist taxis, - autorickshaws, State transvwort car.
and omnibuses, Permits of private carriers were taxed

at a higher rate than those in the case of public carriers.
Venicles fitted with so0lid or =emi-solid tyres were taxed
at a rate 50 per cent higher than those with the onneu-
matic tyres in order to discourage the use of the latter,
The rates in general have remained unaltered since then
(Tahle Annexure-A).

Passengers and Goods Tax

7.1.3 This tax has, of late, gained prominence. Until
1n57-88, it was levied only in Assam, 3ihar, Punjab,
Tamil Nadu and West Bengal »ut by 1963-64, all the major
Stateghad introduced it. But it was repealed in Andhra
Pradesh and Tamil Nadu and has been revised with MVT,
(Orissa having remealed it, reintroduced the tax in 1969-
70). The passengers and goods tax (PGT) is now levied by
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811 the major States, except Andhra Pradesh, Tamil "Tadu
1/

and West Bengals
7T.1.4 A tax on passengers and goods transported hy road
or inland waterways wag first levied in Assam in 1954 |
under the Assam Taxation- (on goods carried by road or

by inland waterways) Act,1954, effective from April, 24,
1954, The validity of the Act was chellenged before the
courts of law and the Act was held void by the Sunreme
Court, A new enactment, the Assam Taxation (on goods
carried by road or on inland waterways) Act,1961, was
passed, which was substantially similar to the earlier
Act, Under this Act, a tax on tea and jute carried by
road or by inland waterways, was levied and the Act wes
given retrospcctive operation being deemsd to have come
into effect from the dtae on which the predecessor Act
came into foree. The main purvose of this Act was to
recover taxes which could not be recovered under the

1654 Act.

7.1.5 The Assam Passengers and Goods Texation Act, 1962
was enacted to replace the Act of 1981, This Act provided
“or a tax on passengers and goods carried by road or by
the inland waterways. The new Act was distinet from the
earlier one in two respects: firstly, it levied a tax on
the carriage of all passengers anhd goods whereas the
earlier Act levied a tax on the carriage of jute and tea

1/ The West Bengal Budget does show some revenue under
PGT, This is somewhat of a misnomer besause the yield
relates to the terminal tax under the Calcutta Improve-
ment Act, 1911 and the Howrah Bridge Act, 1036,



only =2nd secondly, Hhe rew Ant plocoed the 1iability to
pay the tax on the carricrs or cuners wnile under the
corlier Act the responsibility for the nayrent of tax
was on the owmer of the goods. The new Act which became
affestive fron Acgust 16, 1967, provided fer n tax at
the rate of 10 ver zent of the v=lue of the fare in
resoret ot passengers and of the value of freight in
ressect of goodan,  Country boats carrvyingupto 10 nassen-
zers or 10 gquintals of goods were later exempted. Under
the provisions of the Act, the ouwner of the taxable
vehicles was required to deposit the tax realised from

the passengers and from the owners of goods. The Act

also contained a provision to the effect that in respect
of certain categories of motor vehicles notified by the
Government, the tax could be paid on =2 lump sum basis.
When passengers and goocds are carriod in a taxable vehi-
cle, and no fare is charged, the tax is leviable and
payable as if such passengers or goods were carried at the
normal prevailing rates. When passengers or goods are
carried in a taxahble vehicles from any place outside the
State to any place within the 3tate or from any »nlace
within the State to any place outside the State, the tax
is payable in respect of the distonce covered within the
State.

2. Fiscal Importance

T.2.1 The motor vehicles tax has, of late, assumed an
important nlace in the fiscel structure of various States
in India, The tax, originally meant as a charge for
regulating and ~ontrolling motor traffic, has become a
user tax and a tax on & capital goods in the transvort
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industry yielding .35 crore in 195°-61 2nd %.20% crore
by 1975-76. For =1l Stetastrken together, its share in
States' tax revenuc was 5.7 per ceut i 1975-76 (Table

A I1.5),

7.2.2. The vield from the tax » Agsam, as shown in
(Table AJIL4) incressed from K.04,.51 1lakn in 1965-61 4o
’5.239.45 lakh in 1975-76, yi.lding 2 compound growth rate
of 8.2 per cent per anmum during the veriodi. (During the
period, 196%-64 to 1975-76, the rate of growth was arcund
1.5 per cent per annum)., The sharc of the tax in the
State's own tax revenue was 6 per cent in 1975-76,

1.2.3 The trend of average revenue from passengers and
goods tax for 2ll States shows that the yield has steadily
risen from B.8 crore in 1960-61 to k.F8 crore in 1970-71
and fs.167 crore in 1975-76, The average annual growth
rate works out to 20,6 per cent., In most States, this
tax accounts for between 5 and 8 per cent of State tax
revenue, In Assam, however, this tax raises only 1.6 per
cent of her tax revenue, this ratio being the lowest
among 2ll the States., Similarly, its annual compound
growth rate of 2.9 per cent duriang 1963-64 to 1975-76
compares very poorly with the rates of 15 per cent and
above achieved by most of the States, the highesf being
20.3 per cent in the case of Jammu and Kashmir,

%, Growth of Fleet of Vehicles

7.3.1 The number of vehicles in Assam compare poorly
with other States. In terms of per 170 sq. kms. Assam
had 40.2 vehicles in 1974-75, as against 287.% in Kerala
and 194 in West Bengal, with 71,2 being the all-States
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PABLE V1ILI

Yield from lotor Venicle Tax

(r3, thousand)

Indian ASsam FMotor veni-
Motor Provincial Fees or cle Tax as
vehicles Mot or other per cent of
Year Act vehicles receipts PO AL wtate Tax
act revenue
1960-61 1179 4994 278 6451 5.57
(18.28) (77.41) (4.31)
1961-62 1745 5710 205 7660 5.21
(22.78) (74.54) (2.68)
1962-6% 2050 5758 -) 250 7558 4.95
(27.12) (76.18) -)(3.3%0)
1963-64 8645 3330 -) 42 11935 7.08
(72.35)  (27.91)  (-)(0.36)
1964-65 726 11095 -)1025 12846 6.85
(5.65) (86.37) -)(7.98)
1965-66 3003 8878 -) 105 11776 5.61
v (25.50) (75.39) -)(0.89)
1966-67 616 12780 f) 257 13139 5.96
(4.69) (97.27) -)(1.96)
1967-68 15621 872 - 325 16168 6.70
_ (96.62) (5.39) -)(2.01)
1968-69 1565 14771 -, 840 15496 6.80
(10.10) (95.3%2) -)(5.42)
1969-70 1075 15901 -) 349 16625 5.84
(6.45) (95.65) -)(2.10)
1970-71 1262 15503% 366 17131 6.92
(7.37) (90.50) (2.13)
1971-72 4086 14933 815 19834 6.87
(20.60) (75.29) (4.11)
1972-73 22 18509 1125 19656 6.3%%
(0.11) (94.16) (5.73)
1973-74 2570 18086 874 21530 6.43
(11.94) (84.00) (4.06)
1974-75 - 19003 961 19964 5.19
(95.19) (4.81)
1975-76 - 25222 723 25945 4,07
(96.98) (3.02)

* refers to recoveries of other payments etc.
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VIT,

2

Revenue {rom Prgsengors =204 Goods Tox

(B, 1nkh)

Revenue fron Strte APGT =28 a ner
Year passengers tax cent of State

and goods tex reveaue  tax revenue
1962-63 45 1527 2.95
196%3-64 45 1686 2.67
1964-65 51 1876 2.72
1965-66 37 2101 1.76
1966-67 42 2203 1.97
1967-68 51 2412 2.1
1968-69 40 2279 1.76
1969-70 71 2848 2.49
1970-71 16 2476 1,86
1971-72 26 2865 0.90
1972-173 37 3106 1.19
1973-T74 54 3346 1.61
1974-T75 61 3845 1.59
1975-76 93 5884 1.58
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average. The nercentage increase 13 the mumber of motor
vehicles during 1960-€1 to 1974~75 has also not been high
in Assan (72.5 per cent) as compared to the ali-India
average (250 ner cent),

4, Rate Structure of Motor Vehicles Tax

7.4.1 Motor venicles are first grouped mnder two brozsd
categories and then into further categories, for the tax
rate. These groups are:

i) tiose plying for hire or reward, and
ii) those meant for private use.
Category (i) is further classified into:
a) vehicles used for hire for the conveyance of
passengers and light personal luggage,
b) vehicles used for the transrort of goods only,
¢) vehicles authorised to nly partly for conveyance
of passengers and their perzonal luggage and
partly for thecmvevance of goods, and
d) vehicles authorised to ply for hire on special
routgs under a permit granted by the State
government,
Category (ii) is further classzified into:
a) tractors,
b) trailers drawn by vehizles, and
¢) mechanical cranes cn a motor vehicle, etc.

The tax rate for vehicles meant for private use is lower
than those that ply for hire or reward. Further distine-
tion in the case of commercial vehicles is made between
light and heavy vehicles. Thus, for example, tractors
not exceeding two metric tonnes in weight are taxed at

a rate of R.161 per annum as compared to heavy weight
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exceeding 3% metric. tonnes, which zre tarad
ratz of 2,455 (fraexure VIILL) . In the

rmechanical crer=o, a Jistinction

vehicles fitted with preumetic tyrss
z01id or seni-~sonid tvres, and an adde
wal to BO per cont of th® basic tax 13

leviad on vehicles authorised to be fitted with the

T.4.2 Among the vehicles plying for hire for the con-
veyance of passengers and light personal luygage of pass-
engers, there is a distinction between motor cabs and
taxis and stage carriages. Wwhereas in the case of the
former, the tax is a specific sum and ranges from Rs,140
on auto-rickshaws to Rs.1,190 on tourist taxis, the tax
on Stege carriages is levied at the rate of 5,56 per

authorised seat,.

7.4.3 Vehicles used for transport of goods pay tax acc-
ording to their laden weight. For the first one metric
tonne or & fraction therecf, ths tar rete is Rs.420 per
annum and for each additional half metric tonne, the tax

rate is Rs,105.

7.4.4 The vehicles authorised to ply partly for the
conveyance of the passengers and their personal luggage
and partly for the conveyance of goods and vehicles au-
thorised to ply on hire on a special route under a per-
mit granted by the State Jovarnment, attract tax rates
similar to the categories enumerated earlier, with minor

variations in each category.

7.4.5 As regards vehicles that fall under ‘other cate-

gory' an ettempt is made to make the tax ecuitable as
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between users with differing apilities to pav. The motor
scooters and cycles with attechnernt for prop=liing the
came by mechanical poier etce,, for exarple, ars levied
anrually too at a rate ranging heiveen R, 38 to R, 60,

5. Pare Structure of Fassergers_ar

Goods_Tax

7.5.1. .The passengers _and goods tax in Assam is formelly
lzvied at the rate of 10 per cent 5f4féré'aﬁd freight of
passengers and gocds. The base of the tax comprises the
fares charged for passengers and the freight for gocds
=nd the liability for the payment of the tax is on the
carrier, But the tax is supposed to be shifted to the
passengers who travel by bus and to the dealers and others

who send their goods by the vehicles.

7e5e2 When the passeng:zrs or goods are carried in a
taxable vehicle but no fare is charged, the tax is levied
and paid as if such passengars or goods were carried at
the normal rate prevalent on the route., When a lump

sum fare is charged on account of a season ticket or as
subscription or contribution for any privilege, right

or facility which is combined with the right of passengars
or goods:-being carried in a taxable vehicle without any
further-p§Yment or at reduced charges, the tax is leviable
on the aﬁount that appears to be fair or eguitable to the

tax authority.

7.5.3 Although the tax prescribed under the Act is

ad valorem, there is a Provision in the rules for paying
the t&x in a lump sum; such payment known as & compounded
levy is fixed by the State government through notification.

The introduction of compounded rates of passengers and
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goods tax makes the tox a speciiic one, g i1s under-

standeble, as ad valorem rate will osutomatically bring

)

[}

znd

oG

Q

in more revenue with the incrsase in prices of g

]
_..itv

Y

’._l

changes in retes of passenger fare, but this possib
is ruled out in the casc of & compounced levy., The
zxisting compounded levy notified by the Covernmert is
based on the récommendations of the Rustumji Committse,
which had exarin=d the transport =conomics i the Stete
in 1966-67, Having examined th=2 amount of fore and valiue
of goods by type of vehicles and by the cuality of goods,
the Rustumji Committee recommended different rates of
compounding for different types of vehicles. These
notified rates have been more or less maintained over

the years, except for a few chenges in July, 1977.

7.5.4 The compounded rates of passangers and goods tax

in the State are classified into four cetegories:

i) motor vehicles for the transport of goods on hirs;
ii) motor vehicles for transport of passengers on hire;

iii) state carriage and city buses plying whelly and
mainly in the Gauhati Municipal Corporation arca;
and

iv) state carriages anc city buses operating in arsas
other than the Gauhati Murkipal Corporeation.

In the first two categories, the.compounded rates make
cdistinction aecording to pay load, defined as registered
laden weight minus unregistered laden weight. The dis-
tinction is mede for vehicles having pay load up to

5 tonnes, 5 tonnes to 9 tonnes and sbove 9 tonnes.

7.5.5 Another differentiation in the rete structure
is made in respect of motor vehicles for the transport

of goods on hire and motor vehicles for transport of
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passengers on hira. In the former case, the distinction

ct

is mecde on the basis of the e of the vehicle and with
regard to plving ¢f the vehicle on intra-ftate or intzr-
Stete routes., A distinciionn is also made betwaecn vehicles
plying in the hil® districte ond thesz vlying in the plain
districts. In the case of vehicles for transport of

are levied for motor

|0
6]

ascen «erg on hirs, different et

e,

x

s #nd three whoelers on the bogis of sitting capecityr,

0
)
o

and different compounded rates are prescribed for Stete
rriages and city buses plying within Gauhati Muncipel

Corporation and outside the Corporation aree,

7.5.6 Given the difficulties of assessing the passen-
gers and goods tax levied on &@n ad velorem basis, particu-
larly in resvect of the goods vehicles, the State govern-
ments have introduced the option of compounding, As we
shall show below, the compounded levies are usually much
lower than the corresponding amount that would heve been
payable on the ad valorem rate besis. Hence, the assossees,
in other Stetes, have invariebly chosen to opt for the
former, Thus, in those Sttates the téx has in fact bacome

a specific levy. But in Agsam, developménts heve taken

a different turn. The ceérriers and own:zrs of gocds veh-
icles heve strongly protested against what they consider
to be unduly high rates of compounded levies. lNMost of
those who chose to pay the tex preferred to submit returns
of gross receipts and wanted to pay the 10 per cent

ad velorem tax. The Izpartment found thot the roceipts
were often considerably understated in the returns.
Moreover, it wasfound difficuvlt to trace the defaulting
owners of vehicles as they resorted to the practice

of giving spurious addresses, From our discussions, we
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Coperthont war oty st In this way in pfiotiog to
v rot pod hwofnem,  Thus, the efiorts of the
dops riwont Lo ool ot the compoundod levy got frustroted,

In tnis connaection, the méin offenders sare owners of

goods vehiclies.

ToS7 The department has adopted also another method
nf getting hold of non~-pesying truck owners, -As trucks
cross boa@:rs where checkpsosts ore located, it is verified
whether the goods tex has been paid; if not, the check-
posts héve been authoriszd to collect the tax on the
spot. This arfangement is supposed to be working farly

satisfactorily.

6, Combined Burden of the Two Taxes

——

Te6.1 The motor vehicles tax and the passenygers and
goods tax, which mav particularly be regorded as a.charge
for the construction and maintenence of roads, fall on
the same base e¢nd are= paid ultimately by the same groups
of people, Thsrefore, for comparing the tax burden on
road transport in different States, 1t is necessary to
teke their combinad incidence, Some of the States levy
both thése taxes but others depend on a single tax., West
Bengal, for example, does not levy a passengers and goods
tax but provides for a surcharge on the motor vehiclas

tax. On the oither hand, Orissa levies the motor vehicles
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-

tax anG & téx on peesznocrs but doas not lavy @ gools
tax.

1

7.6.2 ¥With & view tO comp:ring the totoi tox burdeun of
tha two taxces, v hove cstimetod the Lix burden, sups ro-
tely, on & possengars vehicie end ¢ goods vehicle, A
regards the goods vihicile the potor vehicies tex end the
compou:deo lovy applicablae zre token., ke roorrds the

ste W carricgr twe cstine Lee ere made: the first on the
besis of d volorem levy cnd the othcr on the beagis of
compoundzd levy, the burden of the ad valorem levy is
estimated on the basis of the following assumptions:
Firstly, it is assumed (¢s was done by the Kesker Comme-
ittee) that a stege carriage performs 57,936 kilomcters
annually. Secondlv, it is assumed tﬁat on an average

therc is a 70 per cent occupaxey retio, Finally, we assume
that a bus wil] carry 20,7 lakh passenger kilometers
per annum, On thes¢ assumptions, t'e combined incidence
of the two taxes in raspect of the sclected ecategories
of vehicles is calculatz:d for & number of States (Tablas

VII.3 to VII,S).

7.6.3 k comparison of,the cstimates of the combined

tax burder on pessenter vehicles in the differsnt States
brings out the fact that Assem collacts lower tax then
most othér States if the d velorem levy is considered.
west Bengal shovs low tax burden in comparison to Assam,
but in the former State the tax burden is somewhat under.
stated because of the non-inclusion of the two minor taxes
referred to in the footnote on page 205, 1In most other
States, the tax burden on & passenger vehicle is in the
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range of Rs.24,000 to Rs.26,000. Thc comperable

TABLE VII,3

Znpual Tey Burdep on Goods Vehicles

tax on

(As.)“‘
Motor vechicle “Goods tuX Total tnx
State tax on goods compounded burden
vehicles
\ssam 2730 2785 5515
Bihar 3712.50 3000 6712.50
Gujarat 3600 1400 5000
He ryana 1100 1050 2150
Mzdhya Pradesh 3360 2618 5978
Maharashtra 3600 1440 5040
Orisse 3890 NIL 3890
Punjab 1000 1050 2050
Tamil Nadu 5240 450 5680
Uttar Fradesh 2519 N.A. 2519
West Bengal 4739 NIL 4739
Note: The tax burden is estimated on a goods wvehicle

with RLW 15500 kgs.

such a vehicle in Zssam amounts to Bs.11,000, This is a

substantially low tax burden,

7.6.4 The estimetes of eombined tex burden on goods

vehicles, computed on the basis of the compounded levy,
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in different Statres, are presented in Teble VII.4. In all

the Stetes included in the comparison, barring Haryanc,

TABLE VII.4

Anpual Tax Burdep on Passongers Vehicles
T T T lotor vehicle Passanyer tax T
tax on a pass- _on Rs, 82574 Total tax
Srate enger vehicle Rate Amount burdcn
(Rs.) (per cent) (Rs.) (ks.)
Essam 2800 10 8257 11057
Bihar : 2739 25 20644 23383
Gujarat N.A. 25 20644 20644
Haryvana 27500 50 41287 68787
Madhya Pradesh 45625 25 20644 66269
Meharashtre 3320 22 18166 - 21486
Orissa 13700 15 12386 26086
Punjab 10000 35 28901 38901
Tamil Nadu 36140 10 8257 44397
Uttar Pradesh 2385 ' 15 12386 14771
west Bengal 2490 NIL NIL 2490

— s o g s - ———

1. A pascenger vehicle is assumed to perform 57936
k.m. annually, on the bhasis of 70% occupancy
ratio. The bus will cover 21,7 lakhs passenger
k.m. The average rate per k,m. is taken zs 3.8
paise per k.m. The annual fare earnings for a
bus par annum will come t0O Rs.82574

2. For passenger vehicles, the tax burden is estimated
on a passenger vehicle with scating capacity of
50 and 17 standees.
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Punjeb, and Utter Pradesh, the tax burden is more or less
similar, and ranges from Rs.4,000 to Rs.6,000, In the throu
Statos mentionad, the bhurden is comporetively low (renging
from Rs.2,000 to Rs.2,500).

F.6.5 Thus we note thot while the cormbinod tax burden
computad on the basis of the compcund:d lovy on & Sttt
corrieds or bug in fssam is substantizlly lower than in
thz two ther grstern Stetes of Bihar and Oriesa, it is
high:r then in West Bengal. &g regerds ths combinad tew
burden on a2 goods vehicle, again computed on the basis

of the compoundedlevy, it is not very different in Assam
thgn in several other States but is higher than in West’
Bengael. The cuestion arises whether, proe=seding on the
assumption that it is the compounded levy that would be
colleeted, there should be any upward revision in the
rates of such a lecvy in Assam, This guestion has to be
tackled separately for the State cerriage and the goods
vehicle, As regards the former, the Pirectorate of.Econo—
mics and Statistics has ecar:iied out an income-expenditure
analysis in respect of city transport buses plying in
Gauhati. The gross income from these buses (95 in all)
wes estimsted at Rs, 23,129 perldéy if they were running
from 6.00 &.m. to 8.00 p.m, After the deduction of opar-
ating expenditure, the net income is estimated at Rs.1, 320
per day. This amount of net income was found to give a
11.4 per cent net return (excluding interest charges) on
the capitel cost, that is, the cost of the buses (Ann-
exure III). On the other hand, while the ad valorem
levy is likely be around 8.11,000 on the average, the
compounded levy works out to Rs.5140. Keeping these two
factors in view, we are inclined to think that some upward
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revisgion of the rate of eompound:d lovy in respect of

mooeenacr vuses would be justificd., Unlike in the case

Arnusl Tox Burdon on Passtr
in the Listorn Sta
e o o ‘ (Reo)
Motor Vehicle Compounded Total t&x
St te Téx on 7 pPoos-— levy »f pass-burden
enger vchicle enger tax
A, Assam 2800 2340 5140 .
B. Biwer 2739 9€56 12395
C. Oriss& 13700 17380 31080
D. West Bengal 2490 NIL 2490

1, For passeng:r vchicles the tax burden is estimatced
on & passenger vehicle with scating capacity of
50 and 17 standeces

2., A stajye cerriege is assumed to porform 57926
ke.m. annuel'ly &nd totzl workin~ days in & year ars
estimeted 300,

of goods wvechicles, thore can be no diversion of traffic
to VWest Bengal if the rate of tax on ¢ bus is made app-
reciablly higher than in that Stete. We have noticed
that the combined incidence of motor vehicle tax and the
compounded levy in Bihar is 2s much as R.12,395. However,
eonsidering the fact thet road transport is not well
developed in Assam, we would not like the rate of tax

to be raised to @ level anywheére2 near Bihar's levy, We

are of the view thzt an increase in the compounded levy
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of 30 per cent to 40 per cont would bT in czear,

7.6.6 sntirely diffaront consicerations will heve to

covarn the fixaticon of the raws of tox on goaods wvehiclros,

s to boe remewbored thrt Accom's tovas and coustrrsidn

movoemnent of oo,

cre not well civirad by

yoly Dy meTnu of

~d krensport.  Bocidta, v Yos boon birought to our

not ce thot goolfs wvohicice ops etors frow Woetn Bongoel
are @ble to compete succaessfurly with the operators in

Assam because of the ‘ower ratc of taxation of vehicles

in the former State. West Bengal does not levy a gobdbds

tax but imposes & surcharge on the motor veﬁicles tax

which at present amounts to 30 per cent. Including the
surcharge, the total tax burder. on goods vehicle of the
cctegory stated in Table VII.4 amounts to Rs.7439, &c against
Rs. 515 for the same category of vehicle in Assam, (taking
the MVT and the goods tex). This mecns that the total
burden of tax in Assam is eabout Rs.800 higher. On the
contrary, it might be adviseble to keep the burden slightly
lower than in West Bengal. We, therefore, recommend thet
the goods tax be repealed and that in its place a surcharge
on the motor vehlclbs tex be imposed. Given the present level
of the retes of motor vehicles tex on different categories

of vehicles, a 50 per cent surcharge would keep the burden
lower than in West Bengal in most cascs. We do not reco-
mmend any cheénge in the rates of motor vehicles tax

themselves in respect of any category of vehicl.,

7. Mode of Collection

7.7.1 We hive, earliér in this chapter, pointed out the
difficulties faced by the department in collecting the

goods tax, Therc has be2n an evesion of this tax on a
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AP VIL.6

Amount of Comvositics Penaltv Readlised =1d MFuaher of

0

Detegctinn and Progsesution in Passengors and Good
Tax in Assam

Comnositinn Penmalty  Dotesiicn  No, of
Tear of tax realised o1 crneu DTS e-
(Bso (8. ) suition
1964-65 6,822 5,755 514 52
1965-55 16,985 5,550 587 56
1966-567 37,477 150 526 -
1967-68 12,162 700 335 -
1968-69 5,760 N.A. 300 -
1969-70 6,260 9,135 280 52
1970-71 5,480 5,000 169 71
1971-72 7,220 2,075 264 13
1972-73 4,215 1,908 119 13
1973-74 2,826 12,900 159 3
1974~75 N.A. N.A. N.A, Nil
1975-76 N.A. N. A, 425 N. A,

large scale. This is evident from tne trend of cases
dected. rthis trend, as presented in Yable viI. 6, snows
that the number has been as large as 587 in 1965-66.
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increasing ot an olarning rate: fror .09 .54 Lakh

in 1r70=71, L6 oo gone uwp bo .1l cwowe in 19706-77.

Tdeally, the tax sooudd be levied on ad velorem basis

so that it becones a levy on the value of service
rendersd and could be cxpecied to incriease with tuae
price level., idowever, given tae difficultles of ad-
ministering en ad valoren type goods taux, most States
having this tax, inoluding assam, have provided for
the paynent of a compounded sum. when even tihls com-
pounded levy cannot be collected effectively, tae
logical thin; to do is to convert tnis levy iato a
surciarge oa the FVT, Ience, our recormendation in
tae previous paragvapn th tne goods tax be zbolished
and that in its place & surcharse on the basic NVI

be imposed.

T7.7.2 fhe entire amount can then be collected by

the Motor Venicles wepartment and the chances of

cvasion would be substantially reduced. e nave gathered
the impression that the transport operators would also
welcome this change. As regards the passenger tax, we
believe that tne extent and e¢ven the scope of .vasion

is much rmore lirited in the case of pasccenger venicles.
Therefore, tie present arrangement of naving an ad valoren
levy at 10 per cunt with the provision for compounding

may continue. w«ith the increase in the compounded levy

as recommended in the previous paragrapn, we would, how-
ever, like to suggest a change in the mode of collection
of the ad valorem levy. <Those who opt to be taxed on

an ad velorem basis should be required to purchase in
advance tickevs with the tax stamp, attached to them

from the department. 1In other words, the department should
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itoelf got printed tickots of tha vorious dencminetions

cooulraed gad eell 4oem to the bus tronsport opcratores,

including the Assem St b Road rt. Corporeticn,

pFeer affixing the zcppropristo to them. In this

woy the téx would bo collectaed in advancs,  very asseSsca
litol2 to pay ths passengers tex should be roguired to
opt for one or tho other mode of lovy for @ poeriod of

two years, with the freedom to chanoe the option ~t the

cnd aof that poeriod.

SN/SP,



Annexure to Chapter VII

Rates of Tax on Mot-or Vehicles in Aszam

Vehicles other than these plying for hire or reward

( dupoees )

artind s s . A uarterl

Ng.l““e Descripticn of vehicles %2; tl g;; erly
) €D) 3 @

1. Cycles (including motor

scooters and cycles with
attachment for propelling
the same by mechanical
power)

(1) Bicycles

(2) not exceeding 90 38 10
kilogram in weight :
unladen

(b) exceeding 90 kilo- 60 15
gram in weight unladen
(i1) Tricycles ‘ 60 15
(iii) Additional tax for
traller or side car 14 4

2. . Vehicles constructed
and used sclely for the
conveyance of passengers
and light personal lugg-
age of passengers

(1) (a) 14 H.P, or less 135 34
(b) exceeding 14 H.P. 165 42
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S

(2) (%)

(1)

(ii)

Agditional tazx fov
+3 e AUt e

railers drawn oy ¥
cles covereaed by this
article

(a) Tight trailer
(b) medive treiies
((‘) ‘hesvy trailer 1

o
03]

N
D

N
\J1

T IR P I PR B
Utrer vehicles

Venicles used for trans-
port of goods only

(a) authorised to carry
one metric tonne or “420
1ess

(b) for every additional
metric tonne or part 98
therectf of authorlsﬁd
load

Vehicles used partly for
conveyance of passengers
and their perscnal lugg-
age and nartly for the
conveyance of goods

(a) the tax payahle under
Article - II, as shcwn
under Articles IT.

(b) an additional tax for
each person in excess 21
of six which the vehicle
is designed to carry

(¢) an additional tax for
every = metric tonne or -
part thereof, of autho-

iged load of goods

i
(o)}

105

o5

14



[y -y e )
\_L\Llpe\)b:),

(1) (2 (3) 45

(iii) Tractors -
(2) not excccding 2 metric )
tonnesia welght 6% 15

(v) exceeding 2 metric
tomeghnt not oxcoed- 126 5
ing 3% moiric tonne in
welght

(e¢) exceedinz 7% metric e 63
tonnes in weight -
(iv) Additional tax for trailer

drawn by vehicles covered
by this article

(a) 1light trailer 63 16
(b) medium trailer 126 32
(¢) heayy trailer 252 63

(v) Mechanidal crane mounted
on a motor vehicle =~

(2) 1ight (not exceeding
3 metric tonnes in 63 16
weight)

(b) medium (exceeding 3
metric tonne but not 126 32
exceeding 5 metric
tonnes )

(¢) heavy (exceeding 5
metric tonnes ) 252 63

Part B

Vehicles plying for hire or reward

4, Vehicles plying for hire for the comveyance
of passengers and light personal luggage of
passengers

(i) Motor cabs and taxis -

(a) taxi cabs seats 350 88
authorised



(i)

5.
(i)
(ii)

6.
(i)

7.
(1)
(ii)
(iii)

(o (%) (23
) 420 105
YA 2L 05
1 9‘! Cj )\"";3
TaD 35
() foer cvory seet )
authorisead 56 14
Vehicles used for the
transport of goods only
for oneimetric tonne or
less 420 105
3 [ - 1
for.?acg additional = 105 07
metric tonne
Vehicles authorised to ply
pertly for the conveyance
of passengers and their
personal luggage and partly
for the conveyance of goods
Contract carriage (casual)
(a) for every seat 56 14
(») an additicnal tax for
every + metric tonne orpart14g 35
thercof authorised load
cf goods
Tractors
n>t exceeding 2 metric tonnes
in weight 161 - 41
eiceeding 2 metric tonnesbut
not exceeding %%t metric tonnes315 79
in weight ‘
exceeding 3% metric tonnesin 455 114

weight



(i (22 3D {4)
o
(i 26 /
(il DED £3
SPAL) alok 26
R Vendleles suuinrised to TR
viy for hire cn = Sp907 han
route under a permit °PT'01C IV o
granted by the State - VIII together
government with such addi-
tional fee as
may be prescribed
by State govern-
ment
10. Mechanical crane, mounted
on 2 motor vehicle
(1) light (not exceeding 3 161 41
metric tonne in welght)
(i1) medium (exceecding 3 metric 315 79
tonne but not exceeding 5
tonne)
(iii)  Thesvy (excecding 5 metric
tonne) 455 114

The above taxes #=re for motor vehicles fitted
with pneumatic tyres, a 50 per cent higher tax shall be
leviable on any motor vehicle authorised o be fitted
with solid or semi-solid tyres."
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ANNEXTRE VII,2

Compounded Rates of Passenger and Goods Tax in Assam

e L (Rupees)

_ Above 5 tonnes Above 9 tonnes
Mas o vehinlo Unto 5 tounes but not 9 tonnes (pay 10a4d)
(pay load)

Per- Per- Per-

Annua : : Annua .
mal g5 en diem Anmial diem

Annual

D I - (2) (3) 4) (5) €)) 7

Kl R A ~ Sl
1, mooor . { (4
- , \
ol e R ey -
RS T ORI VR M [O1

“OCGE O
() fo

)
Sted

Stebe routes
excent Lhogo
oueratiny helbweon
Amsem on thae ane
hand aw Trisura,
M , agaland
- i Bhatan
on ths other

p

(a) for wvel

10 2,650 20 2,980 22

10 24380 20 2,680 22



ANNEXURE VIL2 (contd.)

nzer and Goods Tax in Assam

g

Jeoneounted Rates of Pagsc

e . . (Rupces)

) (2) (3) (4) (5) (6) N

Oy Azsan
AfLaed o oa

Crie
Tripuro,
Nugaland,

1,370 6 2,510 11 2,960 13

ine regigtration

(b) for wvehicles
sompleted more

than 12 1,230 0 2,260 11 2,670 13
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ANNEXURE VIL2 (contd.)

unded Rates of Passencer and Goods Tax in Assam

e . (Rupees)

(1) (2) (3) (4) (5) (6) -

SRV L Loain one
Or L dicteict
[S3EN¢ cooning buro-
ol sy porthica of
vy int district

more thar 12 1,230 5
vears of exig-
Cellowing

ration

——
o
Ny
(@]
0

24,460 11

(b) for wvehi
SO 6
than

iz
of existe 1,110 5 1,660 8 2,220 11
nLlewing
rogistretion
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ANNEXURE VII.2 (contd.)

Componide? Rates of Pagssenger and Goods Tox in Assam

(Rupees)

Inter-State and

Clrpg or vehicle inter-district Inter-digtrict
Annual Per diem Annual Per diem
< HMotor wvelinoles for trans-
pert o, wazsengers on hire
(i) motor cabs z2d three
vheelers only
(a) carrving capacity 810 6 650 3
net more than 4
nagoengor
(h) carrying capacity 950 7 800 6
more than 4
N24sSengers
Cliasn Rate of tax
3, Stege carriages and city Rse 4,500/- per annum,
tuses plying whelily and mainly within
the Gauhatl dMunicinral Corporation area
4o Stage carriager nnl1 city buses

(i) Operatiar in arca (other than Gauhati
Municipal Corporation area) on permit
with roitte length not evceeding 40
kilometrec

p\
A,
'r_.ln
N

i1 areas (other than Gauhati
oration area) on permit
Length exceeding 40 kilometres

1
|

Ps. 19820/— per annum

Pse 2,340/~ per annum.
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ANNEXURE VII.2 (contd.)

Oompoundcd states of Pasgenger and Goods Tax in Assam

(Rupees)

<y (@ (%) (4) ( (6) 7

1
~

(2) *or wvehicles

sampiected ot .

sore than 12 1,370 6 2,050 9 2,740 12
of exig-
ce following

(b)Y for
namieted nore
thar 12 years

of oxistence 1,230 6 1,850 9 2,460 12

Leles




operating ds @25 dovs/mor
during 11 Lot every yeor

v) price of the vehicle

2. GCogst of operation

Section I

i) annual depreciation

i1) interest on capital
@ 15 per cent per year for
ise 25,000 and @ 8 per cent per
year for Rs.25,000

iii) insurance comprehensive

iv) road tax for 28 seats
@ B, 55.00 per seat

v) inspection fee

Annual standing charge
Standing charges per pass per km.
17,421,50/1713250

Section 11

Running expenses (variable)

(1) Tyres-life 20,000 kms/tyres =
@ k. 1,404.00 = Ps,
per km/pass = k. 16,848/17, 132

.o (17evze;

SeT XmS ner vesry oFf 27

o
A

[SR

LarE o
3

= 1"‘5 \(‘-’
o

"

35

ti

1
Y
)
N
(5]

5. 50,000.00
Bs. 9%.000.00
.  5,750.00
Pse 743,50
k. 1,568.00
Bse 60,00
fs. 17,421.50

per pass per

12 t
16,8
50

Bse 1.02

tyres
848.0C

0.98

173 kns.

kms.



(2)

(5)

(6)

(1)

(8)

t
SES NI 4
goorox 1it @ 1, 1,1
costing R.50.60 e
per km 50,60/00.%0,

cost of mobile and other
ltbhricants, daily cecot/-

1it mehile B3, 9.50
misc., lubricants 0.50
10,900

RN . -~ N 4 e
per km poer o8 5. 10,00/627%0

~out of babtiery . 1340,00/ year
per km pass. k. 1548/171%2,50
yearly cost of repairs,
maintenance garage charges,
servieing ete. B. 18,000

per year per km ‘per pass., 18,000/
171%2,50

daily subscription to association
is. 5/- per km/pass. 5/6230

daily allowance for food in cash

Ps. 25.00 per km‘per vass., 25/6230 .

wages @ B, 390.00 month

per km/pass. 390-111?2.50
. 2

Running expenses per km/pass.
Total operating cost per km/pass.

(including standing charges)

sales per day K. 323%00

‘sales per km/pass, 32%00/6230

profit per km/pass. per day

profit per bus/month(.33x 6230x23)

profit per bus/year
profit per bus/day = 15.55

0.27

3.83
4.85

5.18

0.3%

47285.70
567428, 40
2055.90



VIII. STAWP DUTY AMD RECIZTRATION I

1. Stamn Dutv a2nd Court fes
2.17.7  Stamp duties are rled on the variou

ile
documents executed as proof or record ol cerualn
¢

)

. = . N Lopere e I
T ghan, Auvien are

znsactions. Two type

€
Indiz, namely, judicial and non-judicinsli, oudic
Court Fees, are jevied

also known &

L o
JoEes

9
Court Fess Act, 1870, and they revpresent i«
persons having business in law courts and public offices,
The rates leviable under the Act are specified in two
schedules. Schedule I lists the instruments on which
ad valorem fees are chargeahble at the specified rates

and Schedule II lists instruments on which fees are

chargeable at the specified Tixed rates. 7Plaints, pro-
bates of wills, letters of administration and succession
certificate are the main instruments included in Schedule I,
while minor instruments like applications, petitions and
walkalatnama are among the msin Schedvle II instruments,

8.1.2  Non-judicial stamp duties are regulated by the
Indian Stamp Act, 1893, as amended from time to time by
the Govermment of India &and the State govermments. The
determination of the stamp duty on bills of exchange,
bills of lending, debentures, letters of credit, poli-
cies of insurance, promissory notes, proxies, receipts

and transfer of shares fall within the legislative com-
petence of the Centre but the proceeds are collected and
appropriated by the States. The fixation of rates on
other instruments falls within the legislative competence
of State govermments. The levy of stamp duty as an instru-
ment is governed by two principles; firstly, the substance
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iCH P (TR o A Y R 1 . 4
of whe transacthicn and tot the name given to it Ly the
partiess a1d 3econdly, the instrument (wiich results
Thom L branssation) ~ad now o5 oo treanssotiions

tihemselves (which mav or mar not r.:wli in iastruments).

B VA S S
SLTACNE L VG

aschedile under the Indis cre liablo to stoamp
duty either on a fixed cr or ad volorenm basis, In coses,
whercin tho traasacticas deanted by the ingtrument, are

susceptible of wve uﬁﬁion;'cp ﬁﬂ valorem dut;y iw charged:
in other cases, as well as in cases where an ad valorem
duty is difficult to administer, or is unduly burdensome
to the tax payer, fixed stamp dutices are levied. Some
of the important documents on which ad valorem duties
are levied are bills of exchange, conveyance, debentures,
lease, mortgage deed, partition deed, insurance and
transfer of shares and debentures. A fixed rate stamp
duty is levied on instruments such as the followings:
acknowledgement, adoption deed, letters of credit, bHills
of lending, receipt and shipping order.

8.7.4 Ad valorem rates vary from instrument to instru-
ment, but generally fall under 3 basic groups, which are
fixed for three typical dociments, viz., (i) a bill of
exchange (not payable on dem~nd) (ii) a bond and (111)

a conveyance,

2 Registration Fee

8.2.1 These fees are levied under the IndianRegistra-
tion Act, 1908. The benefits sedured by registration
ares

(i) reasonable guarantee about the genuineness
of the document;
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{ 4 - o N A -~ v g v A R S
(1) meintenasce of @ »nermenent record in the
A U S Y N
Regigiraticn Der rimoent:

N
=
}..J.
e
S’
62}
®

C”TThg’of title deeds =07 focility of proof
tec the titles wonferred under them,

b s - s K B E Y S I , £y
Anart from these benelits, registreticn 1o necessary for
4o ) ; . " s B L - - R T T T Pr—
certa’n doruments is order to hecome admizeible ss evi-

dence 1lun law courts,

Q%1 Revermue from stamp duty and registration fee

has increased almost four fold between 1360-61 to 1975-76
from #5.56 lakh to %.230 lakh; yet, its share in total
State tax revenue has declined from 4.6 per cent in
1960-61 to 3.9 per cent in 1975-76. While this falling
trend is in line with the trend in other States, the
contribution from this source compvares very poorly with
those in other States, Thus, for instance, stamp duty
and re g¢ntra+1on fee accounted for 9.% per cent of State
revenue in Bihar, 7.7 per cent in Orissa and 7 per cent
in Jest Bengal in 1975-76, with the all-States average
heing €.71 per cent., The bulk of the revenue from this
source, form 86 yper cent to 90 per cent ig obtained
through steamp duties (Table VIII.1). And, of the two
compohnents of stamp duty, 10a-judicial stemp duty has
been generally more imvortant, accounting for between

61 per cent and 72 per cent of the revenue from stamp
duties during 1965-66 to 1974~75. However, its share
fell to 46 per cent in 1975~76 (Table VIII.2)

Categorywise details

8.3.2 Some break-up is available on revenue data from
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judicial and non-judicial stamp dutiss. In the czse of

the former, however, the detnils are too iuadequatc

TARLZ VIII.1

Revenue from Stamm Dutyv and Registretion Fee

Year Stamp duty Registration TOT AT
fee

155566 72 12 c4
(85.71) (14.29)

1970-71 122 20 142
(85.92) (14.08)

1974~75 172 28 200
(86.00) (14.00)

1975-76 208 22 230
(90.43%) (9.57)

V—

Figures within parentheses indicate percentages of
total.

to make meaningful observations. While in 1960-61,
1965-66 and 1970-71, court fee accounted for the bulk
of the judicial stamp duty revenue (60.5 per cent to
98.2 per cent), its shere in 1975-76 was relatively
low (26.4 per ceni). Unless more detzils are avail-
able on the "miscellaneous" commonent, which accounts
for 61.8 per cent of the revenue from judicial stamp
duty, nothing can be gauged about the relative impor-
tance of the different duties (Table VIII,3),

8.3.3. Among the non-judicial stamp duty, special
adhesive stamps and impressed stamps are the most
important from the point of view of raising reveme;



(e, 320tn)
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197172 41 o2 1%%
' (30.83%) (69.17)

1972-7% 50 983 148
(33.78) (66.22)

1973-T74 48 110 158
(30.38) (69.62)

1974~T75 48 124 172
(27.91) (72.09)

1975-76 112 96 208
(53,.85) (46,15)

Figures within pirentheses indicate percentages of
total.

their shares have also improv-2d very significantly over
the years, from 2.8 per cent of total revenue from non-
judicial stamp duty in 1960-61 to 54 per cent in 1975-76.,
Revenue stamp, though still an immortart source, has
gone down in significance; its shere has fallen from

30 per cent in 1960-61 to 12.5 per cent in 1975-76.
Insurance stamps, agreement stamps, stamps for legal
practioner licence are some other impvortant judicial
stamps. Hdotarial stamps, share transfer stamps and
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o

s
|

foreign pills staroe are wnot immort nt roursces of revemae,

RYP ERTIRE 2 - ~ s e R N, LR N - ey ]
Non-judiciel stam-s Auty "miccellancous ars

total 1119

[ A R SIS [} P
_.,J,ug, o 32,0

8.%.4 “n the absernce of ~ oo viste Asto on

fee for the State ze a wrolo o maalysis

tha e the availahie ivnforetion for tw

in assom, wnely, Kaprus and Cachar., Ia Kawrnos

3% per sont of the 5%,184 traagscticons in 1972 related to

,--1

sales deeds, 7 per cent o mort*age decds, and 0.2 per
cent to lease deedsy a similar pattern is seen in 1973,
the respective shares being 85 per.cent, 7 per cent and
0.1 per cent. In terms of value of the transactions,
however, the situation is different, for mortgage deeds
constituted 47 per cent of the total value of transactions
in 1972 and sales deecs 14 per cent, but in 1973, 76 per
cent is accounted for by sales deeds and 21 per cent by

mortgage deeds (Table VIII,4),

8.%.5 In Cachar district, document wise data, as in the
case of Kamrup district, are not available; data on the
aumber of documents registered, aggregate value of the
registered transactions and registration fees collected
on these transactions are available for all transactions
tuken together separately for rural and urban sectors.

In resvect of the number of documents registered, the
share of the rural sector has generally been more than
half, However, in respect of the value involved in these
registrations, the urban share has generally exceeded the
rural share, However, 2s regards collecticns of registra-
tion fee, the urban sector's share has exceeded the rural
sector's share in some years, while the latter has been
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TABLE VIII,3

Revemie from Judicial Stamp Duty

(Rupees)
Percentage increase in
1975-76
over over
Item 1380-01 1965-66 1970-71 1975-76 1960-61 1970-71
1. Ccurt fee ' v
realised 229(}7, 607 249939561 259569680 297559587 33.88 15-60
in stonps
2. giiﬁ;SOf - 22,708 25,816 13,25,709 - 5,035.22
e Stamps for
copying - - 20,098 - - -
4. Miscellanecus 41,3%9  2,90,594 16,26,231 69,116,405 - -
TQTAT, 72 .43,946 28,06,86% 42,28,825 1,11,97,701 397,91 164.79
" Deduct refund -5 -%0,781 - -=9,015 - -
Net 22,48,62% 27,76,082 42,28,825 111,88,686 397.58 164.58




more in other years (Izbhle AVIII.A),

iR Rate Structure

8.4.1 The rates of stamp duties can bhrozdly bhe clasgsi-
P Y

fied into two categories (i) specific, on documents like

TABLE VIII.4

Number and Value of Registered Trangacticns
(Kamrup District)

(Value in Bs. 1akh)

1972 1973
Total transactions Total transactions
Number Value - Number Value
53184 350 54342 924
(100.00) (100.00) (100.00) (100,00)
Sale deeds Salec deeds
Numb er Value Number - Value
44074 50 46171 699
(82.87) (14.29) (84.96) (75.65)
Mortga®: deeds Mortgase deeds
Numb er Value Number Value
2737 165 3742 195
(7.0%) (27.14) (6.89) (21.10)
Lease deeds Lease deeds
Numb er Value Numb er Value
88 5 77 5
(0.17) (1.43) (0.14) (0.54)
Other documents Other documents
Numb er Value Numb er Value
5285 130 4352 25
(9.94) (37.14) (8.01) (2.71)

Sources: Govermment of Assam,
office of the Inspector
General of Registration.

Figures within parentheses indicate percentagesof total.



acknowledgenment, «doption deed, cancellation, ets., and
(1ii) ad valorem on dcecuments like honds, sales certifi-
cates, comveyance and mortgage deec The rates of court
fee are 3lso regulated according to two schedules. In
dchedule 1, ad valorem rates are Specified on the guits
of different values, whilc in Schedule II, specific rates
nre chavrgeahle on an aphrlication or petition, wakalatnams

and memorandum of anneal. The registration fee in Assan
ig regulated ou an ad valorem scale and is calculated
azcerding to the wvalue of the right, title and interest,

8.4.2 The rates of both stamp duty and registration
fee in Assam are lower in most cases than those prevail-
ing in other States for which some comparative data are
available (Table A VIII.5 and A.VIII.6).

—~

5 Ererptions

8.5.1 Exemptions and concessions are provided in the
Indian Stamp Act, as well as in the State enactment,

The inétruments exempted under statutory enactment in-
cludes (i) those relating to sales; (ii) those executed
by or in favour of Government; (iii) bonds; (iv) debentures;
(v) securities in respect of loans raised by any local
authority; (vi) morigages or other dispositions of a ship
or vessel registered under the shinping acts; (vii) instru-
ments in favour of the official assignee; (viii) certain
instruments under the Land Acquisition Act, Indian Works
and Defence Act, etc. The instruments exempted by noti-
fication are: (i) those notified under Land Revenue Acts
and Codes; (ii) Public Demands Recovery Act; (iii) instru~
ments executed by co-operative societies; (iv) agreements
or security bond furnished by contractors to certain
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Government departments.

Be5.2 The following classes of documents are exempt
from the payment of registration fee: (i) documents
executed by or in favour of Govermment, on which as
such no stamp duty is leviable under the law; (ii) secu-~
rity bonds and penalty bonds executed in favour of
Gevernment or local authorities by public servants of
211 classes and their sureties: (iii) documents executed
by Dolais of temples in favour of Govermnment; (iv) mort-
gage bonds executed by Govermment officers in favour of
Government, as security for building advances: (v) instru-
ments executed by persons taking advance under the Agri-
cultural Loans Act, or by their sureties as security
for the payment of such advances; (vi) security bonds
executed by students or their sureties in favour of
Government binding themselves to enter Government service
on the completion of their studies; (vii) any society
registered or deemed to be registered under the Assam
Go-operative Societies Act, 1949, is exempted from psying
the following feés payable under the law of registration
for the time being in force;

(a) all fees payable by or on behalf of any

Co-operative Society for the time being

registered or deemcd to be registered
under the Act

(b) all fees payable in respect of any instru-
ment executed by an officer or member of
such society and relating to the business
thereof, with the exception of the follow-

ing fees,

i) fee for attendance at a private
residence,

ii) safe custody fee for unclaimed
Gocuments,
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iii) fee for issuing svmmons aad cormissions,
and
iv) fee for delav in the Prn"oﬁfuthﬂ of
documents or in the asppearsziace of parties
(viii) bonds executed by non~gareited or menial officers
of Goverrment for the due performance of their duties and
bonds or mortgage eds executed by privete parties as
sccurity to Govermment for the due merformance of thelr
duties; (ix) mortgag: deeds executed by Covermment offi-
cers for securing the repayment of advances received by
them from Govermment for the purchase of a motor car,
motor boat, motor cycle, horse, cycle or type-writer.

6. Operations

8.H.,17 The stamp duty is collected through the szle of
stamps whose denominations are determined by the nature
of the document or the value involved. To take a specific
examnle in case of transfer of land through sale, the
parties agree on a certain value of the land and declare
it. The stamp duty applicable to that value is affixed
and the document is registered on the payment of the
registration fee in the office of the'registrar (Registra-
tion).

Problem of evasion

8.6.2 As the stamp duty is levied on the instrument and
not on the transaction in respect of which the instrument
is executed, it is theoretically possible to avoid the
duty by refraining from executing the instrument. But
since in the process, the party would be also dispensing
with something which might later be required as acceptable
legal proof of the transaction, the scope of avoidance is,



in przchticc, very limited., The Indian Stamp Act sti-

A

pulates that no instrument cen be ordinarily admitted

as evidence for any purpcse unliss it 1s duly stamped.
Pusliz officers (other thail police officers) are therce-

fere suthorised tc impound an instrument which is pro-
o

wm in the performance of

iretions, 1f it haosvens e he not Auly shomped.

however suf?i-Iont iing part of
P

Leoitimate duty tihrous: vndorvsloation of o transac-
tion and paying a lower duty. This is indeed = common
method of evasion. Sometimes, a part of the legitimate
duty is sought to be evaded, not through undervaluation
but by showing a type of instrument which, while not in
comformity with the actual facts of the transactions,
would be liable for a lower duty than that due on the
proper instrument, and yet constitute an adequate mini-
mum legal proof an evidence., Thus, for instance, while
the proper documcnt may be a bond, a promissory note may
be made in which the parties agree to embedy the transac-
tions. As only nominal duties are charged on promissery
notes, this method saves the parties from the higher

ad valorem duties on bonds. Similarly, it is a common

practice to avoid the tax on the transfer of stock or
marketable securities by executing blank transfers.

8.6.3 The problem of undervaluation, particularly in

the case of landed property, is of a serious dimension
everywhere. No estimate of undervaluation of laénded

property in Assam is available from Govermment sources.

In consultation with the district officers in the offices

of the collector of stamp and registration, we obtained

some data on valuations of land submitted for registration



@

in the Office of the rogistrar (Registrations). The

of transacticns, quantity of
land and reported and estimoted values cf fransactions
(Table ANVIIIL7), Out of 4

vere cases of undervoluationg the dorsres of uvndervalua-

uitiaed, 15 czses

tion was upto 50 per cent in 41 zemecs cad betwecn 50 per
cent and 100 per cent in 4 ecages, In only one case th
valuation wag corvact, It 1s interesti g to find four
the desrre of ovorvaluation

cases of overvrluation, with
ranging between 7 per cent ans %% per ccnt, The under-
valuation has been rampant, mainly, because, according
to the existing provisions of the Act, the registrar
has to accept the value of the property declared by the
parties,

T. Reforms Recommended

8.7.1 It has been argued that stamp duty and registra-
tion fee particularly the latter should not be used
primarily as a source of reveme because they are in
the nature of specific charges for identifiable services
rendered. In this view, since the parties involved in
the relevant business transactions gain by obtaining legal
documents, these charges should be fixed on the basis

of the benefit principle., Under ideal circumstances,
this argument can be accepted in its entirety, But, in
practice, since there are no other satisfactory and
effective ways of capturing a portion of increments to
the value of property, stamp duties, and to a lesser
extent, the registration fece could also be used as means
of raising resources., Besides, stamp duties are in the
nature of taxes on certain types of transactions or pur-
chases and sales, In principle, there is no reason why



- 250 -

when sales and purchases of commodities are taxed other
sales should be completely exempt. Keeping both the
points of view in mwind, one could argue that there is a
of revenue, but that the fixing the level of duties, the
fact that they are primarily intended as services charges
should not be lost sight of.

BeTe?2 In the light of these twin considerations, wve
shall examine the level of stamp duty and the registra-
tion fee in Assam. Assam being a less industrialised
State, it is necessary that the rates of these duties
should not be raised to very high levels as compared to
those in nther States, In fact, there would be a case
for keeping them somewhat belmaw the rates prevailing in
advanced States, However, we note that the existing rates
in the State are lower than in the neighbouring States,
and in some cases the rate differential is verv wide,

It may also be noted that there have heen no changes in
the registration fee for a long time. The last revision
of stamp duties took place in 1972-73.

8.7.3 In view of these facts, it is recommended that
the rates of stamp cduties be revised upwards on an aver-
age by about 40 per cent., It would seem that there is
scope for a somewhat larger revisicn in the case of
registration fee, namely, by about 60 per cent. In order
to give a rough idea of the kind and magnitude of in-
crease that we have in view, we have worked out possible
rates in respect of different categories of instruments
which could be used as a model for effecting the necessary
revisions., These suggested rates are given in Annexures
VIII,1 and VIII.2 (at the end nf this chapter). It would
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be seen that the rate structure proposed by us ag 2
mnodel camparcs favourable with those prevailiise in the
neighbouring States, In the absence of detailed dat
on ol punber end value ol registered itraunsactions, it
is not possible "o werk ouvt accurate estimates of addi-
tional reverie that would acorus ag a result of these
rate changes, Roughly sweii g, an ircrease in the

yield by about 40 per et could be exnected.

8.7.4 We have indicatea earlier that there is consi-
derable underestimation of the value of provnerty in
respect of payment of registration fee., Given the pro-
visions of the present Act, it would seem that an under-
valuation of property for purposes of registration is
not an offence. For, it is specifically provided that
the registrar has to accept the value of property as
declared by the parties to a transaction. We recommend
that the Act should be amended to empower the registrar
to assign a different value than the one declared if he
finds sufficient justification for such a decision,

In assigning values, the registrar should be asked

to keep in view the fair market value of the kind of
property in question. Another recommendation that we
would like to make is that the Government should fix,
for purposes of registration, value of land in different
parts of major cities and towns, taking into account
relevant factors such as location and use., This practice
is followed in some other States and has been found to
yield useful results. These values should be revised
every five years or so.
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8.7.5 In regpect of regietraticn of 121d for which the
value has already been fixed by the Government there
could not arise any dis-utc, But dispubtes could arise

in other cases if the sib-~registrar or the registrar
refuses to accept the value declored, if in his judge-
ment there has been undervaluaticn., We wonlad auggent
thist in case an assessing officer of the roanz of sub-
registrar or registrar should cuestion the value declared,
he should give in writiag the grounds on which he 1is
wnrable to accept the valuation, give his own valuation
and forward the case to the district registrar, who would
then decide upon the value acceptable to the Government.
If the parties conccrned wish to question the decision
of the district registrar or a higher officer, as the
case may be, an appeal can be allowed to the inspector
general of registration, whose decision should be taken
as final,

8.7.6 There should be close association between the
Office of Land Records =znd the Income Tax Department of
the Central govermment so that the valuation of immovable
property including huildings by State govermment offi-
cials could be in line with thot by Central government
for purposes of wealth and income tax,

8.7.7 In order to evaluate the work of the department
and to bring about improvement in collections, it is
necessary to have adequate informetion on all the rele-
vant aspects relating to property itransactions. We
have indicated in the earlier paragraphs the limitations
of data, particularly the non-availability of the nece-
ssary break-down of yield as well as of transactions.
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Annexure to Chapter VIII

ANNEXURE VIII.1

Proposed Rates of Stamp Duty
(Rupees)
Inatrume. 5 Pwioting Proposead
1., i) Administration bond ofhs 1,000 16.50 20.00
ii) In any other case 16.50 20.00
2. Avppraisement of valuation:
i) where the amount does not
exceed Fs,1,000 16,50 20,00
ii) in any other case 16.50 20,00
%. Apprenticeship deed. 16.50 20.00
4, Articles of Association of
a company:
i) where the nominal share ‘
does not exceed f5.2,500 41,25 45,00
ii) where the nominal share
exceeds 73.2,500 but does 55.00 60,00
not exceed #3,5,000
iii) where the nominal share
exceeds B.,5,000 hut does 82.50 90,00
not exceed B, 1 lakh
iv) where the nominal snare
exceeds Bs.1 lakh 165,00 180,00
5. Bond:
i) where the amount or value
secured does not exceed 0,70 0.50
Bs. 10
ii) where it exceeds R. 10 but
does not exceed %,50 0.55 0.90
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( Rupees )
Instrument Bxigting Proposed
iii) where it exzceeds B.50 but 110 1.80
does not excesd M,100 ° Y °r
iv) where it exceeds R.100 but h 7E
does not evceed R,200 2e5 4.50
v) where it e g Rs, 200 bud - A
e ~ e 15 . ~
does not a- 2 ta, 200 et 6.3
vi) where it exceeds . 300 but -
does not exceed W, 400- .50 7.80
vii) where it exceeds B.400 but
A 10.00
does not exceed Fs.500 Te 45 0.00
viii) where it exceeds 5.500 but ‘ ]
does not exceed PRs. 600 9.90 2.50
ix) where it exceeds Bs, 600 but » y
does not exceed s, 700 «55 4.25
x) where it exceeds B.700 but ,
does not exceed Rs.,300 13.20 6.00
xi) where it exceeds 1,800 but 18.0
does not exceed rs. 900 14.85 8.00
xii) where it exceeds B.900 but
: 16. .
does not exceed R.1,000 6.50 20.00
i for 5. 500 or .
xiii) fo every Ps.500 ox part 8.25 10.00
theresof
¢. Bottompy Bonds Same as for Bond
7. Cancellations 16.50 20,00
8. Conveyance:
i) where the amourt or value
of consideration does not 1
exceed .50 1.30 .25
1i) .50 to p. 100 2.50 2.50
iii) 8,700 to 15.200 4,55 5.00
iv) ps.200 to Ik 300 7.45 7.50
V) . 300 to 5. 400 9,480 10.00
vi) Bs. 400 to 3. 5900 12,40 12,00
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(Rupees)
Instrument Exxsm ujf}-e—ﬁl-epeeed
vi1) ol 5@@ %@%'4600 “_“_ __‘ 172,85 womg %0
SSA SRS 71960 1720000
if7 &:%OQ to Rs.&OO 1 22430 2R2050
?ji%:f?F’%f?, B0 22415 2R500
.. bol) %E‘;%Jk a}rlcsC upto Re.1 1.65 1.50
5, EReE ihan Seghion A 1520 1500
Ou3if %ﬁmﬁam Section A 5.50 3.00
i) where the amount doe t
10, CUSta@kdEdih.1,000 1650 20.00
1) B oA B "0 162300 2850%0
11 .ll/ei’g:t,e;'nyfoiag@;eneﬁe? 222000 225280
El@gl@;a@@u;gle@né\ssomatlon ?2,00 25.00
of a compancy:
12. 11@)”2%‘ 188Bofdaht 84° *5V plcles
of wof"i@é@cigtlon under :
i) iveestipnvabied bhearticles '
Ogogma%esﬁ 128 Ymeex 66.00 65. 00
5,26 of the
N G e
3. li%a%‘ft%e;p%hlp. 165.00 165.00
. J.) where the capital does
13, Bertmsrcbidded fs. 1,000 16.50 20.00
i) ‘Aﬁz}?fa‘h ,%%w%aoes 16 200 Ho

3 -
e 4@°u f5e 4

14, ; Mprtgage, deadsr cese

4.

Mortgage deedt

Sanfet 0 for cormfbydhce.

9]

as for conveyance,
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AUNEXURE VIII.2

Proposed Rates of Registration Fee

(Rupees)
Ordinary fe= Ixisting Proposed

fees for tuu ] cabian

of documents:

i) whiﬂﬁ the value does 1.1p 1.50
net exceed k,5C

ii) whers the value exceeds:
5.50 but does not exceed
&Q;u but does not exceed 1.75 1.75
Fs, 100

iii) where thre value exceeds

5. 100 hut does not excesd

E:_er\ coes 1 e a 2.50 5.90
2 ,

23,250
iv) where the velue exceeds
f3,250 LMG nes 1oﬁ

exceed ng.

v) wnﬂme the value ezceeds
S0 hut 4o

70 2 0C now a
CXC@C(}, 1o ARSI 1Y 7.50 1 £.00
o N AR vy oaddition
vi) }CL § ry additiomal 400 8.00
B3.1,0 cr part thereof
For gearch =and i
records unger .
1} search or inspection of
) sear cotion 1,50 2.00
records over cne year
ii) search or inspection of 150+0.75 2.00 for
records for nore than for every the first
one yeaxr acditional  year and
o

rear, 1.00 for
every addi-
tional
year.
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(Rupees)
Ordinary fee Existing Proposed
0. Tee:
i) for the deposi. of
sealed cover contain- -
ing & will. 6,00 10,00
ii) for opening such 6.00 in 10.00

cover

iii) for the withdrawal
of a sealed cover
containing a will
D, Tor copying
i) for every hundred words

addition to
the cost of
copying the
contents is
charged acc-
ording to
rate

6.00

19 paise for
100 words in
vernacular
character
and 37 paise
for 100
words in
fnglish
character,

10,00

50 paise
for every
100 words
subject

to a maxi-
mum of

s« 5,00
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Its share in revenue from State taxes fell from 16.1

per cent in 1960-61 to 5 per cent in 1975-76. The re-
lative significance of this tax has declined due to the
rapid increase in the revenue from the sales tax and

the agricultural income tax. This decline in the re-
lative significance of excise duty is a gencral pheno-
menon in almost all the States of the Indian Unicn, but
the rate of decline is particularly high in Assam. Ta-
king the other eastern States, we find that the yield

of State excise duty declined from 18 per cent of the
State tax revenue in 1960-61 to 14.1 per cent in 1975-76
in Bihar, from 15.5 per cent to 9 per cent in Orissa and
from 12.6 per cent to 9.% per cent in West Bengal. While
the rapid growth of sales tax revenue is common to all
the States, the relative growth of the agricultural in-
come tax due to the sudden spurt in world tea prices

is a special factor .in Assam and partly explains the
more pronounced fall of the share of excise duty there.

Q.2.2 it is also to be noted that the growth of re-
venue from State excise was sluggisn in fAissam. The com-~
pound rate of growth of revenue from this tax was 3.5
per cent per annum, whereas it was 10.1 per cent, 104
per cent and 8.3 psr cent, respsctively, in Bihar, Orissa
and west Bengal.

. Composition of Excise Revenue

-~

3
9.3.1 Table I£.1 gives the relative contributions of
different categories of intoxicants to the total excise

revenue. Country spirit constituted ths bulk of the
revenue, 86.6 per cent in 1960-61 and 71.2 per cent in

—

975-76. ‘the next important category is foreign liguor
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which contributed 8.8 per cent in 1960-61 and 24.8 per
cent in 1975-76. Thus,the revenue from "foreign" 1lig-
uor has grown much faster, possibly due to the presence

G
of the armed {forces

9,3.2 A comparison
different catsypcries

[«5

ari

urbanisation.

ibutions of
am with those

SR B, L S r
of the relistive contr

) LR 2 . A

Ve s U] Qoo
._,.;bo.u...x_\ v iYL AoE

R

TABIE IX.1

Composition of Reverue from State Hxcise Duties

(Bs. lakh)
Category 1960-61  1965-66 1970-71 1975-76
Country spirit 168 194 204 207
(86.60) (89.81) (78.%6) (70.17)
Country fermented  0.43 0.34 0.59 3
liquor (0.22)  (0.16) 23)  (1.02)
Malt liguor 3 7 G.91 -
(1.55)  (0.93)  (G.35)
Wines and spirits 17 10 35 73
(foreign liguor (8.76)  (&+.63) (13.46) (24.74%)
other than beer,
medicated wine and
denztured spirits)
Commercial qpEritu 3 9 15 .95
and medicated wines{1.95) (%,17) (5.77) (0.32)
Opium, hemp and Gl 0k 0.21 - 0.C1
other drugs (G.02)  (0,10) (neg)
Cthers 2.53 0.45 4.50 11.0%
7.30) (0.21) (1.73) (3.75)
TOTAL 1G4 216 260 295.01
™
i Tigures within parentheses indicate j Source: Same as for

\ percentages of totsl.

/
e

table II.7.
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in the neighbouring States reveals that the relative
contribution of the excise revenue from foreign liquor
' it the same

time, tns relative contribution of revenue from coun-

omponents cf dicise LKevenue in
i

c S
Selected HMastern States

(Ps. lakh)

West
Category Lssam  3Bilhar Orissa Bengal

Country spirit o207 1957 437 1499
(70.17) (75.59) (71.29)  (56.48)

Country fermented 3 230 7 L1
liguor {(1.02) (8.88) (1.14) (1.5%)
tadt Ildiguor ~ - - 13

{ 4~ N

\ -Ic.,)
Foreign licuor 230 83 400
spirits (8.33) (13.54%) (15.07)
Commercial and 14 1 258
netured spirits (0.5%)  (0.16) (9.72)

medicated wines

Medid C;z:l preparastion - - de 3 225
conteaining alconol, (C.85)  (0.49) (3.48)
opiuni,

Ji 79 &7
drugs (j 173 (12.89) (2.52)
Other receipts Rk 5h 3 - 28
(3.72) (2.09)  (0.49) (1.06)
295

TOLAL 2589 613 2654

bigures within parentheses cource. PBudget documents
'Q1~7t percentagesof total. of LM State

Governments.
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\75.6 per cent.in Bihar, 71.3 per cent in Orissa and
56.5 per cent in West Bengal in 1975-76. This could
be so because_the-excise revenue structure is more
diversified in the neighbouring States than in Assam.

9.3.3 Incidently, it may be mentioned that in Assam
the cconsumption of opium 1s totally prohibited since
1947, except on strong medical grounds, and ganja and
bhang since 1947 except for social, religious, medici-
nal and scientific purposes, Although,thnere is a
provision for issue of permits for bhang for the above
purposes, no permit for possession and ccnsumption of
bhang has been issued. Therefore, tizese intoxicants

O‘Q

did not contribute revenue to the sxchequer

9.3.4 It is important to indicate here that the con-
tributions of different components are derived from
different types of 1-vies under ths lixcise Act. Coun-
try spirit is subjezt to still-nead duty, i.e., the
India made foreign

O
@
")
o
@

excise duty and the licen
licence fee and gall-

c—?_
)
>

liguor 1s subject to excise
onage fee; overseas foreign liguor is subject to gall-
onage fee and a surcharge on gallonage Teej; and other
categories of intoxicants zre generalily subject to
excise tax snd the licence fee, except country fermen-
ted liguor \?oqay which is subject to licence fee only.
In the absence of data on receipts from excise duty and
e relative importance of the
two sources of revernue cannot be discussed. The roles
of the two sources, however, differ from State to State.

9.3.5  Apart from the excise duty (and the sgzles tax

ori ilquor), the Governmesnt derives a substentiszl amounts
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of revenue from the auctioning of licences to these 1liq-
uor shops. In some States the licence fee is fixed, and
there is no auction or tender system. The idea behind
the auctioning of the licences is that the restriction
of the number of licences confers a privilege on the
licencees and enablas them to earn a differential mono-

[84]

poly profit. The btale could tak: away a large part of
the surplius through the auctions. In such cases the high-
est bids of the licence fee form the major part of excise
revenue and a nominal duty could be imposed. However,

in Assar,; the system of guctioning of the liguor shops
through tenders and givinglicence to the highest bidder

is followed, the licence fee does not constitute the

bulk of the revenue in Assam and the excise duty is still
the major component of excise revenue.

L, Analysis of the Existing Scructure

Hate structure

9.4.1  The rates of excie duty are different for diff-
erent ca.egories of intoxicants and in different areas
of Assam.

Country spirit
9.%.2  In 14960-61, therc ware only two rates prevailing,
one for the upper Assam %.24%.50 per L.P.G. (8.5.39 per
L.P.L.) and the other for lower Ascam Bs.25.00 per L.P.G.
(B.5.5C per L.P.L.). From 1961-62 upto 1965-66, within
the two areas, certain differentiations were introduced
in order to give preferential treatment for certain
areas. .‘n most of the years the rates were slightly
lower in the lower Assam arcas and north Lskhimpur and
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Mikir hills suyb-divisions of the upper Assam areas. The
rates of duty were raised substantiallyfin 1966-67 and
only marginally in 1973-74. Th2 rateszduty in force
since that year are given in table Ii.3.

Foreign liquor

9.%4.,3 There has not been any change in recent years
in the tax rates applicable to the different categories
of foreign liquor. The rates of duty on Indian made
foreign liquor are given in table IX.JM.

9.4+ In the case of overseas foraign liquor, the
State governmant can-not levy an excise dutyy hence
only gallonage fee is collected. For other categories

TABIE IX.3
Rates of Dutv on Country Spirit
(xl.;a D‘BI‘ LePoLn)

1973-74 onwards

Upper Assam areas

(1) Dibrugsrh sub~division 8.31
(ii) Jorhat and Golaghat sub divisions 8.36
(iii) Sibsagar sub-division 8.33
{iv) North Laxnimpur and Micir 7.93

Hills sub-divisicons

Lower Assam zrsas

Darrang and Cachar districts 8.28
ané North Cachar n1¢1s sub-
divisions

of imtoxicants, K.0.25 is charged per quart bhottle of”

Lt
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medicated wine and %.277.68 par kilogram is charvged for
medicinal opium. Use of opium for other purposes is
not allowed and the consumption of bhang and ganja 1is
alse totally prohikited, zs indiceted earlier.

Comparative rates

9.%.5 A comparative picture of bhe rates prevailing in
a few neighbouring States is presented in tables Ix.5
TABLE ITi.L
State Hxcise Duty on Indis Macde Foreign Liguor

Item Rate of duty

Gin, Whlsﬁyb Brandy, Bum and other Rs.20.62 per L.P.L.
wines containing wmore than 42 per
cent proof spirit

Champangne and other sparking B.5.50 per B.L.
wines containing not more than

42 vper cent proof spirit

Cther wines containing not more .3.31 p 3.1,
than 42 per cent proof spirit

o)
3

Beer, Cider, Ale, Perry and ovher B, G J bl
fermented llquors

e}
@
=
93}
tt

Hectified Spirit including absolute
alcohol
(i, used for medicinal prepara- ¥.1.38
tion

(ii) used for vurpose cther than k.6.75 per B.L.
medicinal praparations

ner B.L.

dote. Pogides the rasor moenbtiond in ths labls, a
pass fen of 22 paise is cherged on denatured spirit.
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and IX.6. It is guite evident tiat the rates are gen-
erally lower in Assam than in the neighbouring States.
The rates of excise duty are the highest in Bihar, foll-
owed by West Bengal and Assam. In Bihar and West Bengal,
unlike Assam, rates of excise duty on country liquor
differ according to the strength of the <lcohol. The
rate of India made foreign liguor is the lowest in

Assam and highest in West Bengal

TABLE IX.5

Rates of i#xcise Duty on Country Spirit in Selected
wastern States

(Bs. per L.P.L.)

State Plain country spirit Spiced country spirit
Assam 15.7.9% to .8.33% in
different areas

Bihar mlS.?O* Spiced country spirit
with 40 U.P. Strength
£5.20

**
Orissa fks.7.00

West Bengal }5.6.90 to (5.17.88
according to diff-
erent in strength

*Besides additional duty is levied on the total
issue in & cazlendar month by the 5th of the foll-

owing month ss follows:-

For issue _Bs.

2 to 100 per L.P.L. 0.07
101 to 1000 " " 0.50
1001 to 5000 " " 0.64
Above 5000 0.84

*% in addition to the consideration money reaiised
in auction for exclusive privilege

Svstems of licence fee

Country liquor

9.4.6 In the case of country liquor, the mathod of
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fixing licence-fee differs from State to State. Broadly
speaking,; two district methods are followed in the eastern

States:
(i)

(ii,

In addition

controlled by the Government.

TABLE IX.6

excise tax with licence fee fixad by the
Government 3 and

excise tax with licence fee fixed through
auction or tender.

to thesc levies, the retail price is also

Bxcise Duty on Foreign Liguor in Selected Bastern States

State

India made foreign India made

rum when
issued to
troops

liquor

Beenr

Bihar

Orissg

West Bengal

On whisky, Brandy
and Rum B5.20.62

per L.P.L., wines
and champagne not
containing more than
42% of proof spirit
varies from fs.3.31
per 8.L. to B.5.50
per B.L.

Rs.34.50 per L.P.L. Rs.7.50 per
for Army .20.70 L.P.L.

per L.P.L. cham-

pagne and zall

other types of L2

of proof spirit

Bs.b+.C0 per B.L.

P25 per L.2.L. and k5,3,00

.15 per B.L. as per L.P.L.
luxury tax

’5.35.00 per L.P.L.

Bs.C .Ul per
B.L.

RBs.2.30 per
B.L.

fis.C,16 per

B.L. and -
Rs.1 .30 per
B.L. as

luxury tax

Varies from

Re.1.C0 to

ks.3.00 gccor-
ding to alco-
holic strength
present.



7 syeaking,

S.4%.7  In Bihar and West
the annual licence fee s fixed by utiie chcrnment 0G0

ording to

shop during a y.ar. After allowing for ms

shep. The prospective licencees subnmit

i
granted tne licence., The vend fee is detormined sep-
arately for ceach 8a20p. Under this syscem, the profit

Fal

from quantities of licucer sold in exccess of the minpimum
_anticiyét@d at the.tinaﬂof the -settlenent- of g sacp . -goos-—
to the-vendors i'he vend fee iquohed by the hiddars de-

pends on thz consumption in that ares, distance from

tLe warshouse and costs involved.

Al

Foreign liguor and cother intoxicants

S To be in the business of India made foreign lig-
]

uor, s rétaller first of all has to get s

then on payment of counbervailing duty, a permit to
bring supoly from the placss cutside A“Sam, Different
scales ol licence exist for bonied h

teil sale Yoff' and ‘on!

-
6}
c +

d
places. In tne case of India

.

T
also the licence ig granted through tende
i
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9.%4.9 Besides individual importers, there are also
four bonded warehouses in the State for storage and issue

of foreign liguor. The licencees of these warenouse

-

(... “

import their reqguirewmentis from outside the btzie on

cr

he
basis of the import permits issued by the commissioner
of excise. They import the Iiguor under bond without
payment of duty and d=posit the sawe in the warenouse.
There is also one excise officer-in-charge of each bon-
ded warehouse. Ihe retuil and wheiesale licencees take
their requirements from these bonced warehouses.

9.4.10 Another important category is fermented liquor,
i.e., toddy, which bears no excise tax and is subject

to onl§_izgénce fee. The system of issuing licences

for a toddy shop through auction is prevalent in Assam,
Bihar and West Bengal. The licence fee for two months
is required to be paid in advance on the date of the
auctioning of the shops, then a month's fee on the first
day of every suco eedingmonth until the total fee due has
been realised.

9.%.11 The existing system of granting licences is not
really satisfactory. The claim that tender is superior
to auction because the former can eliminate collusion
between prospective bidders and thus avoid loss of rev-
enue does not seem to be gquite sound. Unless there is
competition among the bidders, the system of auction or
tender céﬁnot be successful. Apart from this, since the
vend or licence fee is determined annually, no licencee
is ever guite sure agbout his business in the next year.
Therefore, he has little incentive to make any invest-
ment to improve the shop.
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£

5. Analysis of the Tax Base

9.5.1 The base of the excis: tax 18 the consumption
of alcoholic liguor and other intoricants, sucject to
duty. The regairements of country spirit in tae state
are met partly frowm the mznafsciurs in the only dis-

tiliery in tie btate snd partly from supplies outside

the btete. The major portion of the recuirements 18
d

obtained from Bihar and West Sengal througn tie con-

s
troactores appointed on the tender system. The contract-
ors supply country spirit to the Government warehouses
located in different disiricts in Assawn. The production
of country spirit in the State distillery ranges bet-
ween 5,060,000 L.P.L. to 6,00,000 L.P.L. During the

year December 1976 - November 1977, the estimated pro-
duction was 10,000,000 L.P.L. The regquirement of for-
eign liquor is largely met by supplies from outsidae.
Production of foreign liquor has also started in the
State distillery.

9.5.2 Consumption of imported liguor is not part of
the taxXx base because the State government collects only
a gallonage fee on it. ©OSimilarly, toddy should also
not be treated as‘part of the tax base, because no ex-
cise duty is .levied on it.

9.5.3 Thus, the size of the tax base depends upon,

(i) the magnitude of liquor released for sale, in other
words, magnitude of liquor consumption, and (ii) the
number of shops. The number of country liquor and Lo-
ddy shops has remained constant at 183 and 5, respec-
tively since 1970-71., On the octher hand, there has been
a marginal increasse in the number of foreign liquom
shops.
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9.5.+  Between 1970-71 and 1975-76, the average popu-
1at
80,000 to 92,000 and that served by & foreign liguor

ion servad by a country liquor shop iancressaed from

shop from 1,93,000 to 2,083,000, The average revenue

TsBLE IX.7
Averspe Population Served snd Ccllection per shop

(B, thousand) ___

Country spirit Foreign liquor
Average Lverage Average Average
popula- collec~ popula- collec~ -
Year tion ser- tion tion tion per
ved per per served Coll- shop

shop Collection shop per shop ection

1970-71 80 2,04,38 112 193 35,25 46

1971-72 82 1,85,18 101 194 52,01 67
1972-73 85 1,34%,09 73 197 60,75 77
1973=-74 87 . 1,95,22 107 202 53,02 67
1974-75 90 1,62,73 89 208 81,13 103
1975-76 92 2,07,16 113 209 73,33 90

per country.liquor shop decreased between 197(-71 and
1972-73, there has been an increasing trend since then.
The average revernue per foreign liquor shop increased from
Bs.46,000 in 1970-71 to B.1.03 lakh in 1974-75 and then
fell to k.90,000 in 1975-76 (Iable IX.7).

Average incidence of excise duty

9.5.5 The average incidence of excise duty on country
spirit went up from R.9.41 per L.P.L. in 1970-71 to
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B.12.38 in 1975-76 (Table IX.8). As the rate of excise

'dﬁty varies between B.793 and k.8.36 per L.P.L. appro-
ximately, Rs.4t+ per L.P.L. may be taken as the incidence

TABLE IX.8 :
Average Incidence of Excise Duty on Count;x‘Sgiri;

Bxcise Consumption Average
reverue of country spirit incidence per
Year (Rs.) (L.P.L.) . ‘L.P.L.
. (Bs. )
1970-71 2,04,38,378  21,72,303 9.1
1971-72 1,85,18,140 21,13,283 8.76
1972-73 1,34,08,802 13,85,032 9.68
1973-7% 1,95,22,000 16,66,709 11.71
1974-75 1,62,73,000 8,11,130 20.06
1975-76 2,07,16,000 16,72,963 12.38

Source: Government of Assam
Excise Department, Gauhati.

of licence fee,etc. on,consumptiong_vIf we'take the re-
commendation of Planning Commission that the incidence
of licence fee and excise duty Shgglqrbe about ks.17.77
per pfoof litre, the aversge incidenée of excise rev-
enue is low in Assam. ®Similar data are not available
for foreign liquor for recent years. However, if the
pre-1970 situation holds good for the post=1970 period,
a similar conclusion can bedrawn in respect of foreign
liquor. The average incidence of excise duty on foreign
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liquor also was very low (ﬁable X.9).

TaBLE X9
Average Incidence ¢ Foreign Liquor

Consumption of  Average

Total revenue foreign liguor  incidence per
Year (Rs. ) (L.P.L.) (L.P.L.; (Bs.)
1968-69  30,54,085 L,22,322 7.23
1969-70 43,40,625 3,211,322 13.51
1970-71 35,25,105 4,86,275 7.29

Source: Same as for table IX.8.

6. Operations of the Tax

9.6.1 In the case of the country spirit, the required
number of contractors are appointed on the basis of the
tender system. The contractors are required to supply .
the spirit at the rate of cost price gquoted in their
tenders. There are five warehouses in the State. The
buildings in which the warehouses are housed belong to
the Government. The contractor supplies the required
vats and the other equipments required for the purpose.
One excise officer remains in charge of each warehouse.
The contractor supplies the 0.P. spirit to the warehouses
within the area of his supply. The spirit is reduced

to the required strengths in the warehouse under the
supervision of the officer-in-charge. After reduction
to the required strengths, it becomes fit for issue to
the retail licencees for sale to the consumers.
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9.6.2 The retail licencee applies to the superintendent
of excise of the district for issue of quantities required
by him from the warehouses. ie is required to deposit the
duty, vend fee and the cost price in the treasury by
challan and produce the challan to the superintendent

of excise, who checks whether tine duty and the vend fee
have been paid correctly and then the superintendent of
excise authorises issue of the liquor. The officer-in-
charge of the warehouse issues 1liguor on the basis of
the endorsement on the challan. The cost price so depo-
sited by the retail licencees is paid to the contractor

on Government sanction.

9.6,3 In the case of foreign liquor, the licencee has
to apply for issue of permit after payment of duty into
the treasury by challan at the rates prescribed by the
Government and produce the same to the superintendent

of excise. Thereafter, the permit for import of for-
eign liquor from cutside the State is issued. The gall-
onage fee on foreign liquor is payable on the basis of
the sale during the previous month at the prescribed rate.

9.6.4 There are four bonded warehouses in the State
for storage and issue of foreign liquor. The licencees
of these bonded warehouses import their requirements

from outside the State on the basis of the import per-
mits issued by the commissioner of excise. They import
the liquor under bond without payment of duty and deposit
the same in the warehouse. There is one excise officer
in charge of each bonded warehouse. The retail and who-
lesale licencees get issue of their regquirements from
these bonded warehouses. They have to first apply for
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permits to the district authorities after payment of the
duty into the treasury by challan. Then,they produce the
same With a copy of the challan Lo the officer—in—charge3
who then issues the liquor on the bvasis of the permits
and the challans. In this case algo, gallonage fee 1s
payable in the month following the month of the sale.

Arrears

9.6.5 Generally, there would be no arrears under this
duty. The duty and vend fee are payvable before the issue
of the country 'spirit from the sovernment warehouse. The
duty on foreisn liquor is pavable before the issue of
import permits.” The palloncge “22 1ic payable in the month
following the month oi thz s~le. The permits for other
exciseable articles arc =lso issued after payment of the
levies prescribed +here 7. L. c.3e of licence fee for
toddy shops, two months' fee is re-uired to be paid in
advance on the date of auction of the licence, a month's
fee on the date of commencement of the licence and then
~a month's fee on the first day of every succeeding month
until the total fee due for the Zicence has been rea-
lised. Advance payments before sals is also required

in the case of Mritusanjibani Sura, a médicinal prepar-
ation. '

9.6.6 In spite of the arrangement for colléction of
licence fee in advance, arreasrs have accumulated for the
licence fee on toddy ard Mrituasanjibani Sura. There
was an érrear of licence fee for toddy shops amounting
to B.48,775 during 1972-73 and 1073-74. Out of this
amount, Rs.24,070 have been recovered and action has been
taken to recover the balarce. Similarly, there was an
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arrear of B.6.1% 1skh on Mritynsanjibani Sura mamufa-
ctured by two individual licencees and one government
undercaking since 1970-71, ‘The arrear of %.28,954

due from one licence« has bsen reaxlised and against
other private party a gaxijai cazse for %.5,258 has
been instituted. The Government undertaking concern
did not pay the licence fee on the presumption that
being = government underta<ing it would not be reguired
to Pay the same. The arrears in this case accumulated
to B.5.8 lakn. However, it has already paid #.3.9
lakh and for the balance it has prayed for exemption.
Any way, the total amount of arrears from all these
items is very small in comparison to the total revenue
of the department. '

Cost of colleection

9.6.7 Expenditure on cost of collection of State ex=-
cise includes expenditure on superintendence and dis=-
trict executive establishment. The district executive
establishment accounts for the major share of expen-
diture (Table 1X.10). During 1965-66 to 1976-77 the
total cost of collection went up by about 50 per cent.
However, the cost of collection as percentage of total
excise revenue decreased from 14.7 in 1965-66 to 12.1
in 1976-77 (Table IX.11). The cost of collection of
State excise includes the expenditure on vigilance and
enforcement for checking the manufacture and consumption
of illicit liquor also. This fact explains the cost
exceeding 10 per cent of the tax yield. However, our
calculations show that the collection cost per ks.100
of revenue from excise is higher in Assam than in most
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other vtates excluding prohibit ion states like Gujzrat
and Tamil Nadu. In Bihar, it is only X.4 and in West

TABLE IX.10
Bxpenditure on Collection of State fxcise Duty

(5. _lakh)

Total Expenditurs Expenditure on

Year expenditure on superin- district execu-

tendence tive establishment

1970-71 39.71 2.11 37.60
1971-72 43.96 1.96 42,00
1972-73 38.36 1.90 36.46

Source: Government of India
Auditor and Comptroller -
General, Combined Fin-
ance and Revenue Accounts

of Central and State
Governments.

Bengal k,6.7 (Table IX.12).

Bvasion

9.6.8 It is surmised that there is considerable amount
of evasion of excise duty. But due to the lacik of the
necessary data, it is difficult to make an accurate
estimate of the amount of evasion. The growing number
of excise cases throws some light on the magnitude of

- illicit manufacture (Table IX.13), which is the major
channel or cause of evasion. In the absence of data
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on the gusntity involved in =zch case, the loss ¢l rev-
enue to the exchequor canpot be det2rmined. [lhere 1s
TA3Ls I£L.11
Cost of collection of State fSxcise Duty

Cost of collection as

Cost of collection per cent of State 2x-
Year (fs. lakh) cise revenue
1965-66  31.66 14.66
1970=-71 39.7 15.27
1971=-72 43,96 17.21
1972-73 38.36 17.93
1973-7% 40.28 14,18
197%=75 31.97 11.58
1975-76 43.01 14,58
1976-77 46.71 12.10

Source: tame as for table IX.8.

no doubt that a considerable amount of revenue is lost
in this process.

System of penalties and prosecutions

9.6.9 Any one violating the fxcise Act can be impri-
soned for a maximum period of 2 yzars and fined and the
defaulter will be liable to imprisomment for a maximum
period of one year in addition. Any person violating

the rules regarding production, distribution and con-
sumption of tari or pachwai will be lisble to imprisonment
for a maximum period of 6 months or fine or both.
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9.6.10 In practice, the enforcement machinery has been
very stiff in Assam. In paragrapih 9.6.9 it has been
9
TABLE IX.12
Cost of Collection of State ‘xcise Duties
in Different Stat:s

1970-71 1975-76
State Cost of Collect  State Cost of Collec-
excise collec- ion cost excise collec- tion cost
(Rs. lakh) tion ver B 100 (R, lakh) tion  per Bs.1CO

State (3. lakh)of state (fs. Lzl of State
excise @xcise re-
revenue verue (8. )

foa

Andhra Pradesh 3547 2Lk 6.88 7594  L27 5.62

Assam 260 40 15.38 295 43 14.58
Bihar 1188 67 5.64 2589 104 4,02
Gujarat 93 21 22.58 126 25 19.84
Jammu & Kashmir 215 35 16.28 664+ 100 15.06
Karnataka 1972 140 7.10 5201 309 5.94%
Kerala 1001 66 6.59 2154 132 6.13
Madhya Pradesh 1598 84 5.26 3541 310 8.79
Maharashtra 682 73 10.70 3491 95 2.72
Orissa Log 43 10.12 613 81 13.21
Punjab & Harayana316/ 29 17.37 6656 67 1.01
Rajasthan 877 128  14.60 1954 299  15.30
Tamil Nadu 140 L 2.86 310 49 15.81

Uttar Pradesh 2443 53 2.17 4878 99 2.03
West Bengal 1708 110 6.4 2655 179 6.7

Source. Same as for table IX.2.

noted that more and more cases have been detected by the
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enforcement mschinery and cascs have been instituted
against the defaulters.
TABLE 14.73
Iumber of IXcise Cases uetected

1972-73 1975-76 1976-77

Upium Other Total COpium Other Total Upium Otansr Total
District cases cases Cases cases cases cases
Sibsagar 20 3279 3299 13 2034 2047 - - 4090
Cachar - 1210 1210 1 1236 1237 - - 1721
Mikir and 1 350 351 10 &9+ 70+ - - 760
N.C. Hills
Darrang 16 2621 2637 16 3702 3718 - -~ ° 4537
Nowgong 8 705 713 9 1731 1740 = - 2535
Dibrugarh 68 5221 5289 k2 6342 6384 - - 5486
Lakhimpur 10 520 530 16 571 587 = - 768
Goalpara - 830 830 - 973 973 = - 1383
Kamrup 18 523 841 12, 2662 2674 - - 351%
TOTAL 11 15559 15700 119 19945 20064 - - 24594

Source: Same as for table 1X.8

7. Reforms Recommended

9.7.1 We have noted that the licence fee for selling
country spirit is collected through auction or tender

- system. However, the tender system has a destabilising
effect and because under this system the vendor cannot
take a long-term view he does not have an incentive to
build up and run the shop's)on healthy grounds. Besides
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(@]
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this, ther: is a strong suspicion that tie shopceepers
nignt overbid and make up the loss thnrough
thods. Contrary to thnis, it hzs nlso bo:x noted that
sometimes thie prospective licenc:es practice collusion
among thencelves ond depress the Licence oo, Keiping
these factors in view, we recomsend thzt the licence
fee should be fixed by iLhe tevscenr ot it

basis of the past sales of ta. dificrent shops,; they
may bz grouped into four or five cetogorice. ilfs
ent levels of licence fee may be prescribed by the
. Government for above categories., 'The fees may be
revised after cvery five years, if necessary.

9.7.2 The rates of excise duty are lower in Assam
than the rates prevailing in the neighbouring Scates.
We feel thet there is scope for o 25 per cent rise in
the rates applicable tc all categories cof intoxicants.
This will also curtail the consumption of intoxicants,

9.7.3 ~The retail price of foreign liguor could also
be controlled by th:z Government. This would ensure

that the price plus tax is not unduly high so as to
give enéouragement to the consumption of illicit liquor,
However, only an =ffective check on the manufacture of
illicit liquor can solve the problem of illicit consum-
ption.
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individuanls and Vindu vndiviced famill
incore eernsd during tho pievious

wrazues, callings or employnment. hu
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be to tex particularliy thosc assessed
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QLilErwlse Dey 2 weX Oon Thelr 1nCope., Lhougn otnsrs Who

ney the individual income tex s:zc also liabie to pay
this tax. £rticle 276 of the Constitution of Indis
protects this levy from becoming invalid on the ground
thet it relates of 2 tax on income. In the initial years
after the adoption of the Constitution, it was provided
that the total tax payable by any person would nct exceed
8550 in any finencisl year, but this was subscquently
revised upward to R.250 in 1954.

10.1.2 The profession tax was introduced in !ssam in
1947. It is levied on the basis of the slab system.
"wo categories of assessees who are exempt sre members
of the armed forces and co-operative societies regis-
tcred or deemed to be registered‘under-the,fssém co-
operative Societies 'ct, 1G49. Concessional treatment

is given to Hindu undivided Families.

Jevenue significance

10.1,3 Revenue from the profession tax increased five
fold from Rs.11 lakh in 1960-61 to R.60 lakh in 1976-77.
Per capita tax burden hes gone up from 9 paise in
1960-61 to 31 peise in 1975-76. T"he tax, however, acc-
ounts for only 0.9 per cent of the State tax revenue.
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Although the revenue significance of this tax is low,
it has high potential for reaching those sections of
the population, especially in the urban areas, who do
not pay the income tax, in fact, the tax is of impor-
tance in the tax system of Assam than in other states
where it contributes an even lower percentage of the
State tax revenue (Table X.1).

TABLE X .1
Relative Importance of Professicn
Tax in Selected States

-

Revenue from profession tax

As proportion As proportion Per capita
of State tax of State dom- burden

revenue estic product (1975-76)

State (1975-76) (1975-76) (ks.)
Assam 0.9 0.0k4 0.31
Haryana 0.45 0.031/ 0.48
Kerala .03 Neg. 0.02
Madhya Pradesh 0.65 0.0% 0.33
Maharashtra 2.35 .18 2.49
Uttar Pradesh  0.14 ‘ 0.01 0.06

1/ 1974-75.

Rate structure

10.1.4 The rate ranges between k.24 and R.250 for in-
dividuals and between Rs.40 and Rs.250 for Hindu undivided
families. These rates are substantially lower in Assam
than in certain other States such as Haryana, Madhya
Pradesh and Maharashtra (Tables X.2 to X.5). A compar-
ison of the incidence of this tax, calculated as amount
of the tax as per cent of the upper limit of the income



- 285 -

TABIE X,2
Rates of Profession Tax in Assam

A. In the case of every person other than a Hindu
divided or joint family:-

uri-

where the gross annual income Amount As per
of tax cent
(Bs.)  of the
upper
limit
of the
bracket
does not exceed Rs.4,lCO Nil Nil
exceeds Bs.4+,000 but does not exceed Rs.6,000 24 0.40
cea 6,00C . .. ~ 7 reecl 10,000 B0 0.40
" 10,000 " " 15,000 60 0.40
" 15,000 " " 20,000 85 0.43
"o 20,000 " " 25,000 120 0.48
" 25,000 " " 30,000 175 0.58
" 30,000 "o " 35,000 230 0.66
" 35,000 " " ceve.s 250
B. In the case of every Hindu undivided or joint family:-
where the gross annual income Amount As per’
ft cent
Z%.% of the
upper
limit
of the
bracket
does not exceed fs,6,000 Nil Nil
exceeds B5.6,000 but ’does not exceed fs.10 ,000 40 0,40
" 10,000 " " 15,000 60 0.40
" 15,000 " " 20,000 85 0.43
" 20,000 " " 25,000 120 ' 0.48
" 25,000 o " 30,000 175 0,58
" 30,000 " " 35,000 230 0.66

" 35,000 ' " ceeees 250
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TABLE A.3
Rates of Profession Tax in Haryana
— (Rs. )
anount_of tax As per cont of the
(5. ) upper limit or the
wross annual income bracscet

G - 6,000 wNil il

6,001 - 8,500 120 1.4

8,500 - 13,500 150 1.1

13,501 - 25,000 200 0.80
Lbove 25,000 250

TABLE X.4
Rates of Profession Tax in Madhva Prezdegh
(5s,)
Amount of t=zx As per cent of
(Fs.) the u,per limit

Gross annual intome of the bLracket
Y, 201 - 7,500 23 G377

7,501 - 10,000 50 G.50
10,001 - 15,000 75 0.50
15,001 -~ 20,000 125 . 0.63

20,001 - 25,000 150 . 0.60

25,001 - 30,000 200 0.67

30,001 and above 250
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vrocket, also indicates that it is lower in Assam at
cooparable income levels.
TABLY 4.5
of Profession Tex in Msharsshtie
2lary and wage ezrners only)

Hgtes
/
\

S

As per cent of
Amount of tzx  the uoper limit

Growss annual incone slab (3. ) ~f the bracket
less than .4 ,800 Wil mil

%,801 - 6,000 2k 0.40

6,001 = 7,200 48 0.67

2,201 - 9,600 72 ¢.75

9,601 - 12,000 96 0.80
12,001 - 14,400 132 0.92

14,401 - 18,000 180 1.00
18,000 and above 240

For other categories such as self-employed
and organisations, fixed rates are specified.

Exemption limit

10.1.5 Table X.6 gives the exemption levels in Assam
and the 3 other States considered. It is seen that for
individuals Assam has the lowest limit. '

The method of assessment

10.17.6 BEvery person liable to pay the tax has to sub-
mit to the assessing authority a return in the pres-
cribed form within 60 days of the commencement of the
financial year. Failure to do so empowers the assessing
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authority to serve notice requiring his to furnish the
return within a given time. However, if the verson
offers to pay the highest rnve specified in the sch-
ecule, he 1is not required to subait ary return or
produce any evidence. Wwinile salaried people ar= not
called to the oifice of the superintendent of taxes,
others are called. Pecple engaged in trade are ass-

essed to this taX alongwith their sales tax assess-

ments.
TABLE X.6
mxemption Levels for Profession Tax
(Bs. )
State Individual Hindu undivided family
Assam L4000 6000
Haryana 6000 -
Madhya Pradesh 4200 » 6000
Maharashtra 4800 -

10.1.7 1If the_assessment officer is not satisfied with
the return, he can issue a notice to the assessee to
attend in person or produce evidence in support of the

return. On failure to produce such eviden%%,or even sub-
officer can

mit the return when liable totax, the assessment/assess on



nis owWwn. Any ascessee gggrieved by an assessment way
s:peal to the assistant commissioner of taxes (Appeals)
cgainst such an order. The appellate authority could
confirm, redu067 anmul or enhance the assessment or set

-

cziee the sessment and ordsr a fresh assessment .

1C.1.8 The cgses of revision c¢an be ini

commissioner of texes, if he considers thst any order
ed by eny officer other thon nimself i: erroneou

in so far as it is prejudicial to the interests of reve

enue. The revision could lead to an enhancement, modi-

fication or cancellation of the assessment with direct-

ions for a fresh assessment.

10.,1.9 The tax payable by a person in the employment

of any Government, local authority, company, firm or

other associations of persons is deductible at source.
After deducting the tax at source, the employer has to
furnish the return to the Superintendént of taxes concerned.

Trends in assessment

Number of assessees, tax assessed and tax collected

10.1.10. The total number of assessees hasS grown
at an average annual rate of 9 per cent during 1960-61
to 1976-77, increasing from 18,511 to 79,715 (Table X.7).
Out of 79,579 assessees in 1975-76, about 80 per cent were
in tne income group upto ™.10,000, and more than 92 per
cent in the income groups upto k.30,000 (Table X.8). Of
the total collection of ’.53.79 lakh in the State in
1975-76, the largest share (Bs.21,71 lakh or 4U.4+ per cent)
was contributed by income earners having annual income less
than 8.10,000, followed by income earners having income
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between B.10,001 and %.30,000 (33.3 per cent) and then
by those having income between R.,30,001 and R.50,000

(19.1 per cent). Incocme earners above %,50,000 contri
buted 2.2 per cent of the tax revemue. Thus,the bulk

TABLE X.7
Number of Assessees under Profession Tax

Year Number of assessees
1960-61 18,511
1961-62 20,948
1962-63 ‘ 22,772
1963-64+ 22,887
1964-65 23,468
1965=-66 29,468
1966-67 314132
1967-68 31,393
1968~69 34,418
1969=-70 32,400
1970-71 374193
1971-72 39,589
1972-73 L4, 630
1973=-74 46,948
1974=~75. 68,909
1975-76 79,579
1976-77 | 79,715

Compound growth rate
(per cent per annum,
during 1960-61 - 1976-77 8.98

Source: Same as for table IV,8,
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of the tax, (more than 78 per cent) is paid by those
with incomes not exceeding R.30,000. As income incre-
TARLE £.8

Collection of Profession Yax according

to Range of Incoue
(1975-76)

RS

Income slab Mumber of Amount collected

(Bs. ) Assessees (3. lakh)
Upto 10,000 57,471 21 .71
(40.36)
10,001 - 30,000 17,150 20.58
(38.26)
30,001 = 50,000 4,478 | 10.30
(19.15)
50,001 and above 480 o 1.20
. (2.23)
TOTAL 79,579 53.79
Figures within parentheses . Sources Seme as for
indicate percentages of total. teble IV.8,

ases, the proportion of the number of assessees agnd of
the tax paid falls.

10.17.11 Break up of the number of assessees according

to different professions and employment is not available
for the State as a whole. Some data have been obtained
from Dhubri, Goalpara and Mangaldoi units and these throw
some light on the distribution of assessees according

to trade and employment (Table X.9 to X.11). The number
of assessees in the employment sector exceeds those in
the trade and other sectors in the recent years. In fact,
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with the system of tax deaucticn at source by the em-
ployers, the number of assesssges has gone up, parti-
cularly in the later years. On the other hand, the
covers; e of assessees in tae troue sector depsncs ma-
inly on the efiiciency of the taX unchinery, which in
turn depends upon the results of the survey conducted
by the Taxation Department for collecting informztion
about different occupations in th2 unorganised sector.
The number of assesse=s from tra e sactor hsg gone up
in places where efficient surveys were conductec., Thus,
assessees from the trade sector form more than 70 per
cent of the assessees in the Mangaldoi unit where an
intensive survey was conducted.

10,1.12 Tax assessed and collected have no definite
relationship with each other. In some years, taX ass=-
essed exceeds tax collected, while in some cther tax
collected exceeds tax assessed.

Assessment cases

10,1.13 The number of pending assessment cases has been
increasing steadily since 1960-61 (Table X.12), though
from time to time there has been a fall. This is because
the cases added every year have in most years exceeded
the cases disposed of.

Growth in arrears

10.1.14% Over the years, arrears have more than doubled,

from 8,5 lakh in 1967-68 to k.13 lakh in 1976-77; as
proportion of revenue from the profession tax, arrears

are still very significant, even though the proportion
has declined from 26.3 per cent in 1967-68 to 21,7 per
cent in 1976~77 (Table X.13). Assuming a level of 10
per cent to be normal, the magnitude of arrears is very
large and needs to be reduced. The task of reducing the
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TABLE X.9
Total Tax Ascsessed and Collected and Number of

Assessees according to Professions

(Chubri_unit)

Number of assessces Tax Tax

Year Trades Bmploy- Calliings Total assecsod collee-
ments (&.) ted(ks.)

1960-61 515 110 7 632 53,75% 44,037
1961-62 518 129 7 654 47,868 45,628
1962=63 535 181 8 724 51,834% 50,621
" 1963-64 550 227 8 785 81,460 62,775
1964~65 562 428 7 997 75,74 69,308
1965-66 560 580 7 1147 1,60,217 59,413
1966~67 564 625 6 1195 80,477 78,176
1967-68 56k 799 6 1369 1,69,560 1,57,981
1968+« 69 L9y 1070 7 1572 2,29,696 79,600
1969-70 547 680 18 1235 42,269 40,637
1970-71 540 701 16 1257 LO,k67 38,066
1971=72 5477 700 15 1262 96,601 54,064
1972-73 560 713 13 1286 95,820 63,418
1973-7% 56k 731 15 1310 1,19,912 79,180
1974=75 561 750 19 133C 99,314 63,820
1975-76 600 778 17 1395 1,51,157 1,441,277
1976-77 610 880 20 1510 1,27,916 1,10,949

Source: Office of the
superintendent
of taxes, Dhubri
unit (Assam).
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TABLE £.10
Number of Assessess, Tax Assessed and Tax Collectad

under Profession Tax

(Goalpars unit)

1976~77

Number of assessees Tax Tax
asse~ collece-

Year Profession Trade Imployment TOtal‘%ie%' t?% |
1960-61 - 130 30 22C 115.5 12219
1961-62 - 150 10 250 13484 1h2hs
1962-63 - 166 110 270 16942 17836
1963-64 - 180 110 290 18500 19350
- 1964-65 - 180 120 300 20630 25420
1965-66 - 195 115 310 33286 29471
1 1966-67 - 200 135 335 28598 27559
1967-68 - 210 150 360 10810 23709
1968-69 - 240 170 410 20510 25217
1969-70 - 250 200 450 19584 31505
1970-71 - 260 230 490 32553 34660
1971-72 - 275 250 525 29245 5540
1972-73 - 280 295 575 30418 54068
1973-74% - 315 408 723 39862 60044+
1974=75 - 365 605 970 55345 54854
1975-76 = 430 8338 1268 56688 50477

- 490 1411 1901 70792 62509

Source: Office of the superin-
tendent of taxes,
Goalpara unit, (Assam)
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TABIE X.11
Assessment and Collection under Profession Tax
(Mangaldoi unit)

(Rs.)
Nuniber of assessees Tax assessed Tax collected
Yeor iide  fmpioy- Total Trade Bmploy- Total Trade Employ- Total
went ment ment
1960-61 550 10 711 14,560 5900 20400 20 270 900 26,170
(77.36) (22.64) (71.08) (28.92) . A775) (32 54) ’
1965-66 600 225 825 21,312 7840 29152 26,676 7840 34,516
(72.73) (27.27) - (73.11) (26.89) (77. 29) (22.71)
1970-71 813 267 1080 39,990 12490 52480 37 496 12490 49,986
(75.28) (2L4.72) (76.20) (23.80) (75:01) (24299) 7’
1975-76 1069 395 16 51,440 20870 72310 79,763 20870 1,00,633
(73.02) (256.98) (71.1%) (28.86) (79.26) (20.7%) * '
1976-77 1128 L32 1560 64,316 28440 92756 91,585 28440 1,20,025
(72.31) (27.62) (69:3%) (30.66) " (761309 (23.70)

Figurzs within parer thcses indicate percentages Source: Office of the superin-

of total. tendent of taxes,
Mangaldoi unit -
(Assam).
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TABLE X.12

frends in Institution, Disposal and Pending of

the Assessment Cases under Profession Yax

Number of Number of Number of Number of
cases pen- cased gdded cgses dais~ c=8:&s pen-

ding at the during the posed of ding at the

beginning  year during the end oI the
Year of the year year yesr
1966-67 6059 34579 31094 1 0Ll
1967-68 104k 40587 34868 16163
1968-69 16163 37327 31846 21 64k
1969-70 2164k 52218 31149 42713
1970-71 42713 39314 32233 L9794
1971-72 k9794 29593 53407 25980
1972-73 25980 L6458 41927 30511
1973-7% 30511 48382 43066 35827
197%=75 35827 67835 59622 iy Ny
1975-76  44OhO 75994 84058 35976

Source: Same as for table 1IV.8.
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nagsnitude of arrears deces not seem to he problemetic,

Aa of 1974-75, there were nc arrears ~ases with the High
“ourt or Supreme Jourt under revision, or under the ass-
istant commissioner of taxes, Cf the total arrears of
5.11 lach in 1974-75, B.8 lakh (72.7 per nent) were with
*he superintendent of taxes and f5.% lakh (27.3 per -ent)
with the 3akijai officers. ©Sveeding up of collections
depends entirely on the will and efficiency cf the -

administrator.
TARLE X.13
Growth in Arrears
Arrears Arrears as per nent of rev-
Year (%s. lakh) enue from professicn tax

1967-68 5 26.3
1068-69 6 28,6
1969-70 7 30, 4
1970-71 8 26,4
1971-72 9 33.3
1972-73 1N 34.5
1973-74 11 3N.6
1974-75 12 33.3
1975-76 12 22.2
1976-77 13 21.7

Source: Same as for table IV.S8,

Prohiem of evasion
10.1.15 We have pointed out in the preceding section
that the tax is efficiently collected from the salary
and wage earners in the organised sector. The coverage
of, and collection of tax from persons in self-employ-
ment or those engaged in trade and commerce is, however,
a stupendous task, WNot only are the prospeztive assess-
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ees scattered over a large area bul alsc the assessment
of small traders etc., is extremelv Aifficulst, The
liheral attitude of the Taxation Nepar~tment also lecads
to a low degree cf tax compliance. The infermaticn
relating to cases detected, prosecutiors initiated,
venalty imposed and collestion made reveals that till
recently the depariment detested canlr a Tew zases and

generally no prosecution was initi=tald,

Ref~n recommended

10.1.16 We have noticed that while it is relatively easy
to collect profession tax from salaried employees thrcugh
the method of deduction at scurce, it is, indeed, extremely
difficult tp hring under charze and assess numerous self-
employed professionals and tradcrs excepting those who
are already subject %o cales tax, As the small non-
salaried assessees arc scattered cver a wide area and

the amount to be ccllected from each of them also tends
to he small, it would not be worthwhile to build up an
elaborate tax collecting machinery for the purpose of
accurately assessing “he gross inscomes of these numerous
assessees. We feel that profession tax assessees should
be divided into salaried and non-salaried assessees and
different methods of taxing them should be employed:
salaried assessees could be taxed according to a schedule
of rates apvlicable to different slabs of inceme hut the
other category of assessees should be required to pay
only lump sum taxes, the amounts being determined on

the basis of certain well defined criteria which indi-

cate earning capacity.
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10.,1.17 As Tar as snlaried persons =2ve concerned, we
feel that there is ne justificaticn frr giving vrofe-
rential treatment to efrning members of Hiandu undivided
fomilies., We recommend a2 single rate szhedule fer all
selary and wage earners. The existine rate s~hcedule
applicable to individuals may be adopted. However,

as o mensure of relief te the small man and in crder

to moke the overall tasgh of adninistration mere mana-
geahle, Wo recomuend thht the exemption level be ralscd
to 5. 6,000, Sorrespondingly, the lewest »ate of tax
would hecome R.40. The exempticn 1imit relates to the

saleried persons only.

10.1.18 As “ar as persons vractising warious prcfessions
or engaged in trade and commerce, instead of 2pplying

a rate schedule according to levels of assessed gross
income, lumn gum payvments sheuld he prescribed for various
cotegories of assesgees differentioted in ench -ase
according to cer’tnain criteria, such as, the number of
vears of standing, the nl-~e in which = prefessirn is
practised, the number of workers empleyed, ete. To be
specific, as far =s the dealers under the Sales Tax Act
are conzerned, only those denlers would be paying this

tax whe are taxable under the Sales Tax Act. As “ar as
others are concerned, they will have teo pay the compounded
annual levy. Along the lines of the Maharashtra pre-
fesscion tax of this nature, we have drawn up schedule of
pavments for different cetegories of assessees which could
be considered for adoption in Assam (Annexure X,1 tc the
chapter). It may be added that the success of the pro-
posed scheme will depend on the efficiency of the tax
administration in bringing within the tax net potential
tax ' payers through the organisation of pericdic
surveys of different occupational groups in the State.
Once a person is ~charged to tax, he should be provided
with a code number and it should be made cbligatory for
him to inform the Taxation Department of any change in

his profession.
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10.1.,19 We heve seen that the magnitude of arrears cf
this tax is large. H~lthrugh arrears as a prencriion of
collection have tended to fall, thre clearing of exist-
ing arrears should not he trertol as ~ matter of rela-
tively little importance. As there are ne arrear cases
vending with the courts or the anwell-te autherity, thire
ig no justification for not reducing them. IF noeccessary,
addition2l suverintendents of texes (Roscvery) should

he appointed te liquidate the arrcars of this ns well

as of other toxes.

2. Entertainment Tax

10.2.1 The entertainment tax is ~alled amusement and
betting tax in Assam and was introduced in 1939, It
comprises entertainment *tax prener on the cost of tickets
for admissicn to plazes of entertainment and show tax,
whizh is an additional tax on cinema. Thne hasis of the
show tax is the total payment received by the cinema
owner excluding the entertainment tax payable, and is
levied as a percentage of such payments. In addition

of these, there are the totalisater tax and the betting
tax., A totalisator tax is levied cn the total amcunt
paid as stakes or bets and is collected from the hrokers.
Similarly . a betting tax is levied on the total receipt
of the licence holder in horse races. However, the
betting on horses does not exist ncw-a-days, so there

is no collection from this tax.

Revenue significance

10,2.,2 The vield of this tax constituted only 2.3
per cent of total State tax revenue in 1960-61 and 3
per cent in 1976-77. Thus, the relative importance of this
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tax in Assam is mueh less than in a State likc Tamil

Nadu where it brings in H ver zent of total revenue fren

Ttet o taxes., The vield ~f thig tax iner-ased 2t a
compound rate of nearly 15 per 2ont between 1960-61 and
107677, however, the inecme cloasticity werks cut to
glightly less thon unity. Thus, net ecnly is this tax
n0t very importont in rovenue terms but ite growth hns

nlsc barely wept with the growth of Stntce income.

Aatce strusture

10.2.3% The ratea of entertainment tax, show tax and
other tnxes under this category arc given in table X,14
for the period from 1960-61 to 1976-77. The existing
rote of entertainment tax is 47 per cent for an admission
fee of cne rupce, 80 pror cent for n fee between one
rupcc and twe rupeces per person and 100 per cent for
payment excceding twe rupees. In nddition te this,

in the ~~se cf cinem2 shews, a shrw tax is levied per
show, at the ratc of 10 per cent of the totel value of
tickets scld net of entertainment tax payable or B.10,
whichever is less. 1In the casc of games, sports. music
or dramntic performances crganised by a State hedyv or

a registered scciety the rate of cntertainment tax is
12.5 per cent,

10.2.4 The comparable rates f entortainment and show
taxcs in the neighbouring States are given in the tables
X.75 and X.16, The rate of entertainment tax is the
highest in Bihear among the Stat s censidered; it is

110 per cent irrespective of the rate of payment fer

an entertainment., Besides the hasic ratces of the tax,

a system of surcharge and additicnal surcharge of fixed
amounts prevails in Orissa and West Bengal. In general,
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TABLE X.14

Rate Structure of Entertainment Tax in Assam

1
,

96N-61 to 1965-66 to 1970-71 e
964-h5 196G9~70 1977-7¢

(a)

(b)

In nase of games,
sports, musis or
dramatic perfor-
man~c orgorpised hy

a Stat. hody (or any
other nody aifilistod
to it), whizh is

either registerzd 12.5 per cent 12,5 per cent 12.5 per cent

under the Societies
Registration Act,
1960, or affiliated
to an all-India body
constituted for1/
similar purpose—

In other cascs, where
the paynent exclu-
ding the amount of

. tax

i) is less than 25 per cent 25 per cent 40 per cent

Re,

but less than B.2

ii) Re.1 or more 27.5 per cent 50 per cent 80 per cent

iii) Bs.2 or more 50 per cent 60 per cent 100 per cent

(¢)

(a)

(e)
(£)

In case of cine-
matograph exhibi-

tion in addition

to the entertainment
tax mentioned at 1

0 per cent 10 per -ent 10 per cent

(b) (i), (ii) and or R.5 which or &.10 which or B.10 which
(iii) above - ever ie less ever ie less ever is less

Admission to race
course

37.5 per cent 37.5 per cent

Totalisator tax 5 per cent 5 per cent 5 per cent

Betting tax 1

0 per cent 10 per cent 10 per cent

-
-

L .

introduced in 196%-64,
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TABLE £.16
Rates of Show Tax in Selected Asstern

States

otate Eate

Assam $0 par cent, of the totsl payment for sdmiss-
ion excluding the tax payable or R.1C or
whichever is less

Bihar .10 per show is charge., at the following

’ places, (i) Patna (ii) Dhanbad (iii) Jharias

(iv, Ranchi (v) Jamshedpur (vi) Jugsalai.
For other places Rs.5 per show

Orissa Show held - (i) in any local area under Mun-

icipal Corporation having a population of

50,000 or nore
Seating capacity
0 - 800

More than 800

(ii)in other places

West Bengal

Seating capgcity
0 - &GO
More than 400

Show held in

(a) Calcutta or any noti-

fied area

(b) In any Municipal area
gther than a notified area

(¢) Area not included in

(a) or (b)

Rate of tax

ks, 10

R, 17C plus Be.1 for ev-
ery additional 100
seats or a part there-
of

Rate of tax

RBs. 5

k.5 + 50 paise for
every additional
100 seats or part
thereof.

Rate of tax (per per-

son admitted)
1% paise

1 paisa

% paisa

Source: Same as for tableIV.8,
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thne rates of tax are lower in LA3Sam.

10.2.5 The show tax in Assam cannot exceed .10 per
show. Depending upon the location of the cineira, the
population of that place znd s2ating capacity, ratbes

of show tax are differentiated in the other btatas.

In Bihar, a rate of k.10 is charged in more populatad
places and R.5 in less nopulsted places. 1 Orissa,

in local area under a Municipal Cornoration witn =
population of at least 50,000, R.70 is charged on a
cinema hall of 800 seats; and then an additional Re.1

is charged for every 100 seats in excess of 800. In
other places, B.5 is charged on a cinema hall of L0O
seats and an additional 50 paise is charged for every
100 seats in excess of 4%0C. In West Bengal, and other
notified areas, the rate is 1% paise per person admitted,
it is 1 paisa per person in a municipal area and % paisa
per person in other areas. The major advantage of a
show tax not related to the value of tickets or the
number of people admitted is that it can-not be avoided.
It also has the merit of simplicity if levied as a

Jump sum tax, or made to vary with szating capacity
only. It is seen that among the eastern States compared,
Assam has the simplest levy.

10.2.6 As a source of revenue, the show tax has much
less significance than the entertainment tax. Tables
X.17 and 4.18 give the contributions from different
taxes on entertainment. In the total collections from
different types of entertainment tax in 1965-66, 93
per cent came from the entertainment tax proper and

7 per cent came from the show tax. The corresponding
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figures wsre 91.4 per cont and 9.6 per cent in 1970-71,
cullections might be

=
'_J
=
e}
4
(¢
)
n
@
=
Pl
(@]
n

e substantia

ots from Yaxes on wntorfginment
or Assam (Prc—reorﬁanlsdtlon)

vabtegory-wise Receil

L, Cnoasatid

PR . o e an i e b ey v 2 s

dntertainment tax

Year stamps Cash JOTAL Show taz 3etting TOMAL

1960-61 2,335 335 2,670 - 46 2,716
(85.97) (12.33)(98.31) (1.69) .

1965-66 L4120 L2 4,162 312 118 4,592
(89.72) (0.91) (90.64) (€.79) (2.57)

1970-71 7,953 70 8,023 724 25 8,772

(90.66) (0.80) (91.46) (5.25) (C.28)

Figures within parentheses bource. Same as for table
indicate percentagesof total. 1v.38.

the result of g sufficient numbv-=:r of stamps not being
availabvle.

Exemptions
1C.2.7 Ixemption upto a maximum of 25 per cent of gross
proceeds is granted to those entercainments, which are
held in order to raise funds for religious, charitable
or philanthropic purpose. Further the State government
by notification has exempted from entertainment tax for
dramatic performancss held by amateur dramatic societies
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o certein specified festival days every vaarl.

ition bto the above, since 26Tn Jaruary 195h, all

N on Y
PABLE A 15
T . L xS 3

sategory-~wise Helelol

snbtertainnent bux

Zear Strups Cash TOPAL  show bex Bebbing TOTAL
1960-61 116 d85 2401 - 1 2,402
(88.09)  (11.87)(99.96) (0.0)

1965-66 3799 35 383% 290 1 4,125
(92.10) (C.8%) (92.95) (7 03) (C.02)

1970-71 7036 73 7109 666 17,776
(90.48) (L.9%,; (91.42) (8.56) (6,013
1975-76 g“569 21 38f 16707 - - 16,707

(12.80)(100.00)
1976-77 14933 3905 18838 - - 18,838
(79.27) (20.73) (1060,00)
Figures within parentheses Source: Szme as for table
indicate percentages of total. Iv.s.

*inclading show tax

commissioned members of the defence services wearing
uniform are exempted from the payment of tiie entertain-
meént tax. Certain ranks of personrel in defence ser-
vices not wearing uniform, while not on duty, are exem-
pted from entertainment tax on production of identity
cards. The cinema halls owned znd run by the defence
services personnel of all ranks and their families are



Number of CUinoema

TaBLE £.19

Houses Per ialki: of Population

S A ' b o o o 00 e

otate

(1976~77)
Total Mumbher

Muamher of per laikh

of poprulation

Aandhre Pradesh 1,531 30
Assaml 192 (132) 1.1 (0.8)
vihar 32 Ve
Gujarat 461 1.5
Haryana 107 0.9
Jamm and Xashmir 34 0.6
Karnataka 8l 2.6
Kerala 849 3.5
Madhya Pradesh L0 0.9
Maharashtra 961 1.7
Orissa 116 C.5
Punjab 147 C.9
Rajastnan 210 0.7
Tamil Nadu 1,391 3.2

west Benpal 703 1.5
Jttar Pradesh 6529 G.7

1/ including Mizoram source: uentre for Monito-

Figures within paren-
theses indicate res-
pectively the tocal
number of cinema houses
and number per lakh of
population as obtained
from Iaxaticn Department

Assan,

ring Incian xconomy
(1977). Basic Sta-
tistics Relating to

the Indian <conomy,
vol.2 Table 13.5




alsc exempted irom tax. Finally, the enteritainment
for which the maximum ret: for admission Jozg not

excead 5 paise are fally oxempued from tad.

Ca -

suaber of cinems halls

10.2.8 Cineaa houses consist of permonent and Lemporary
cinema halls, club cinema an¢ touring cinemez. The total
mumber hes increased frowm 11C in 1970~71 to 132 in
1976-77 (Table X.19). T[his incrouce in the tobtal is
mainly due to an increase in the number of permanent
cinema halls, which has gone up from 90 in 1970-71 to
112 in 1976~77 (Table X.2C0). 1In spite of this increase

TABLE X .20

Number of CUinema Halls in Asseam

Permanent Temporary Club Touring
Year halls cinema cinema c¢inema  TOTAL
1970-71 91 5 5 9 110
1971-72 95 5 5 9 114
1972-73 102 5 5 10 122
1973-74% 102 5 L 11 122
1974-75 107 5 3 L 126
1975-76 112 5 L 11 132
1976-77 112 5 L 11 132

Source: Same as for table IV.8.

the number of cinema halls per one lakh population is
low in Assam as compared to many other States.
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Operations of the tax

10.2,9 Strictly speaking, therc is no nzcd of making
assessments in the case of entertainment tax. This tax
is collected by means of entertainment tax stamps. Only
in case of shortage of stamps, the proprietors have to
maxe payments in cash. Thus, casi: collections bring in
only a relatively small proportion of the total. 2aily
sales statements are prepared and are sudbject to ins-
pection by the tax inspectors. Un the other h=nd, the
show tax is collected only in cash. For purpose of
this tax, monthly statements are prepared about the shows
held and the total payment for admission received, ret
of the entertainment tax. In this way, whereas the en-
tertainment tax proper is paid in advance, the show tax
is paid afcer the shows.

10.2.,10 In order to check on compliance with rules, any
officer authorised by the State government for the pur-
pose may enter any place of entertainment at any rea-
sonable time. Any person who prevents or obstructs the
entry of any officer so authorised will be, in addition
to any other punishment, liable to conviction before a
magistrate and to a fine not exceeding k.200, If the
officer has reasons to suspect any non-compliance with
rules he is empowered to scize any books of accounts,
registers, admission tickets or any other document from
any place of entertainment and retain them so long as
may be necessary.

10.2.11 4f the commissioner, in the course of any pro-
ceeding, is satisfied that any proprietor or any other
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person liable to pay the tex has in any way evadet toe

ct

lizbility to pay tax and/or hes in any menner acted in
contravantion of or fziled to comply with any of tha
rules, he may direct that sich proprietor shall pay =
penalty as indicated below: (i) in case of =vasion of
tax, a sum not exceeding twice the tax evaded or %.1,000,
whiehever is greater in addition to the tax payable;

and (ii) in other cases a sum not exceading fr.1,000.

10.2.12 The current demand constitutes more than 99 per
cent of total demand under the entertainment tax. Co-
llections out of arrears form a very small fraction for
the simple reason that the bulk of the entertainment tax
is chargéd by stamps in advance.

10.2.13 Arrears arise on account of non-payment of show
tax, and in the case of shortage of stamps the proprie-
tors do not pay the entertainment tax in time. But these
arrears eannot accumulate because the proprietors of
the cinemas have to take Tax Clearance certificates
before they can be given the licence to operate for the
next year.

Avasion

10.2.1% Leakages in revenue from the entertainment tax
arise only when the entertainments are not properly and
regularly checked., Most ofthe leakages occur in touring
cinemas. bThey generally set up their camps in the
interior areas of the districts and are difficult to
check. In urban areas, sometimes the entertainment

tax is evaded through transfer of tickets from the ex-
empted defence personnel to the civilians. Besides
these, the other modes of evasion consist of not issuing
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the tickets, not affixing the¢ stomps and reporting lo-
wer sales figures. According to a rough estimate, 10

per ccent of revenuc-is said to be lest due to evasion.

Reforms recommended

10.2.15 In general, the rates of the entertainmont tax
are lower for all denominations of tickets in Assam.

It is recommended that for the lowest value category of
tickets, viz., tickets costing less than Re,l, the ex-
isting rate of 40 per cent may be raised tc 50 per cent.
Similarly, for tickets costing %.2 and more, the rate
may be raised from 100 per cent to 110 per cent. ZEven
after this upWard revision, the rate structure will be
more moderate than that in many other States.

10.2.16 As regards the show tax, it has already been indicated
thet -Ageenm's rate structure is fairlyv simple in comparison
with those in the neighbouring btates. Thzre secms to

be little justification for levying a show tax in pro-
portion to the number of persons admitted as in West
Bengal because such az tax would not be any thing other
than an entertainment tax of the specific variety.

If shifted, it is likely to bc regressive in its incide-
nce. There may be some justification for levying the

show tax in proporation to the size of the theatre.
However, in our view, the most reasonable and useful

way of differentiating the rate of show tax would be

to have a higher lump sum levy in larger towns or ci-

ties which tend to have better class theatres. We,
therefore, recommend that within the municipal areas

of Gauhati, Dibrugarh and Tinsukia, the rate of tax per
show should be 10 per cent of the total payment for
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sdmission excluding entertainment tax proper, or .15,
whichever is less. This means that the ceiling amount
payable by the cinema houses in these three cities would
be raised from k,10 to k.15 (this,in fact, would be the
amount payable in most cases). As regards the cinema
houses in other places the existing rat2:s may continue.

10.2.17 The number of cinema halls per lakh of population
is very low in Assam (0.8), Moreover, inter-district
disparities are glaring, with Dibrugarh having the hi-
ghest number of cinema halls per lakh of population
(0.8). As against this, North Lakhimpur has only 0.6
per cent of population and Goalpara O.k. It would app-
ear that here though the ¢inema is the most popular so-
urce of recreation, the number of cinema houses has not
kept pace with the rising number of cinegoers. The
government may wish to encourage the growth of cinema
houseg particularly in those districts which have very
few cinema halls.

10.2.18 Since the bulk of the entertainment tax is co-
llected through the sale of stamps, one of the important
pre-requisites for ensuring collections is to arrange
for an adequate supply of stamps of different denomi-
nations at all the outlets for the sale of such stamps.
It has been represented to us that adequate supplies of
stamps are not always made available. This situation
leads to the payment of the tax in cash on the basis of
accounts purporting to show the amount of admission fee
collected from different shows. [here is considerable
scope for under-reporting of admission fee and this is
an important loophole for evasion. One of the primary
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Taxahilon Department which we horpe woul

sccording to the recomuectcclons tnat
we are gqaking elsewhere in this report, would be t0 not

cnly errange for the printing of an adeuate number of
staups but also to ensure that these zre promptly supp-
lied to the different district outlets according to

reguirements.

10.2.79 bven when an adequate nuwoziy of stamps oFf aiff-
erent Zenominztions have been supplied to cinema owners,
there could, of
tickets without stamps. To check such a method of ev-
asion, it is necessary to have a strict inspection
system. As under the present arrangement, there is no
specialisation of work in relation to particular taxes,
and the same officer has to look after the administration

of several taxes, it is natural that less than adequate

course, be evasion through the c¢ale of

attention should be paid to what is often regarded as

a minor tax as compared to major taxes like the sales
tax. Given the pre-occupations of the of ficers with
the assessment and administration of the sales taxes,
the passengers and goods tax, etc., it may be said that
there is dearth of personnel needed for properly inspe-
cting cinema houses on a regular basis to check mal-
practices. The recomnendation that we are making else-
where in the Report (in the Chapter on Organisation for
Tax Administration) regarding functional specialisation
of officials would help improve the administration of
each of the taxes under the jurisdiction of the depar-
tment including the entertainment tax.

10.2.20 Although there is provision under the law for
inspection by the inspector of taxes of the premises_ of
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The l:zcepces for i

by the district =i .o igtter slwould tioke

care of the dinter-dishrict aistrioution of cinsme halls,
Inventives in the fore of chegpar cn Liveral
terms should be given in order $0 encourage invastment

in this field. This would not only help increase the
revenue to the exchequer, but it will also help attain
extra-revenue oojectives.

10.2.21 This is also required to bring some amount of
revenue from other sources of entertainment such as
sports, games, musical performances, etc. There is no
justification for trie other sources of entertainment
to go tax free.

3. &Llectricity Duty

10.3.1 The State government is empowered to levy a

duty on the sazle or consumption of electrical energy

in the State. This duty was introduced in Assam in

196% under the Assam zlectricity Duty Act, 1964. The duty
is payable to the State government (i) by a consumer
receiving electricity from the State Rlectricity Board,
(ii) by a licencee generating energyor procuring energy

in bulk from the Board, and (iii) by a person generating
electricity for his own use,



10.3.2 1the yield frem %his taxw incruasea 1o 1 deikh
in 1964-65 to fsow6 lash in 1979-76. vielding an a2 i
compound growth of 15.7 per caent vrisng 1965-66 Jo=7

c
(Tabie X.21,. 'The growth rate wes hugher than in ke
7

Belative Importance of slectricit:
Duty in Different Stabes

Reverme from electricity duty
as a proportion as a propor- Compound

of State tax tion of State growth rate
revenue income per annum
State (1963-6+ to
1975-76)
Andhra Pradesh C.02 Neg -,
Assam 0.70 0.03. 15,702/
Bihar 4,59 0.181—/ 13543/
Gujarat 4.99 0.36—/ 13.41%;
Haryana L. 01 U.25 18.07
Jamru and Kashair 1.86 0.07 6.42
Karnataka 2.95 .27 13.96
Kerala .15 G.apl/ 17.233/
Madhya Pradesh 3.28 0,20 15.90
Maharashtra 4.75 .37 11.96
Orissa 9.85 0.36 16.07
Punjab 3.59 0.221—; 11.34%/
Rajasthan 1.48 0.06L 18,283/
Tamil Nadu 0.32 .03 -7.37
Uttar Pradesh 2.78 0.15 21.89
West Bengal 4,53 0.25 6.28
1/ 197%-75 3/ 1963-6+ to 1975-76
2/ 1965-66 to 1975-76 4/ 1967-68 to 1974-75.

neighbouring States of Bihar (13.4 per cent) and West
Bengal (6.3 per cent), but lower than in Orissa (16.1



per cent,). In terms of its contributicon to the State
tax revenue, electricity duty contributed 2.7 per cent
in ASSam} as compared to W.9 per cent in West Bengal,
2.5 per cept in Biher and 1.9 per cent in Crissa. As
we have seen in chapter I1, the electricity duty nas
been folrly elastic in Assam, thougir in saveral other
States,this taX has exhibited substantizlly higher
elasticities,

Hate syracture

1C.3.3 There is one general rate, common to all cate-
TABLE X.22 .
Rates of Blectricity Duty Applicable to Different
Categories of Consumers in Assam since 1971-72

(paise per unit)

Category of consumption

A. Domestic _
Domestic heat and small power 3

Domestic lights and fans 3
B. Comnercial
Commercial heat and power 3
Commercial lights and fans 3
C. Industrial power
0-15000 (units) 1
15,001-40,000 1.5
above 40,000 Nil
D. Public light and water works 3
E. Irrigation and agriculture for 3
(lights and fans)l/ |
F. Other power including bulk supply 3

to other concerns includi tea gardens

1/'0ther categories of consum- Source: Same as for
ption of power in agriculture table IV.8.
and irrigation are exempted
from the payment of this duty!



- 318 -

gories of consumers of electrical energy excaepting in-
dustrial consumers. The commor. rats 1s 3 palse per
unit (fable £.22).

A-X. &
10.3.4 Tables 53 and . .X.& presant coaparztive data

on the electricity duty races and tariff rates in se-

lected St.tes in tihe eastern region. The rates are
genefally lower in Assam than in ths othar eastern
States. The rates of tarifi are gensrally hig@sr in
Bihar and West sengal and lower in Orissa and Megha-
laya than in Assam. [he same results emergs whern the
combined incidence of the tariff rate and electricity
duty is examined. Thus, not only are the races of the
electricity duty lower in Ascam, but 8o also is the
average tariff rate.

Exemptions

10.3.5 &lectricity duty is not levied in a few cases.
Exemption is granted to (i) energy consumed by the Gov=
ernment of Indiz or sold to the Government for consum-
ption by that Goverrment; and (ii) energy consumed in
the construction, maintenance or operation of\any rai-
lway by the Government of India or a railway company
operating that railway, or sold to that Government or
any sucn railway company for consumption in tie coﬁ-
struction, maintenance or operation of any railway.

10.3.6 Three other categories zre also granted exem-
ption by the State government; namely, (i) on that part
of electrical energy used by industrial concerns in
Assam exclusively for industrigl production which ex-
ceeds 40,000 units; (ii) electrical energy used by
vessels (sea-going or inland); and (iii) full electrical
energy used for agricultural or horticultural purposes.
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Analysis of the tax base

Power generation

10.3.7 In terms of per capita consumption of electri-
city, Assam is the most backward State in the country.
Per cepita consumption in Assam in 1975-76 at 26kwh,

is not only the lowest in India but is only about one-
fourth of the national averaze of 101 kwh (Table £.28).
Tne sepziration of Meghalaya from Assam has worsened

the situation, as the Assam State wmlectricity Board,
which is responsible for the co-ordinated development
of generation, transmission and distribution in the
State, was bifurcated in January,1975 and the two hydro-
electric plants under the Board were transferred to
Meghalaya due to their location within that State. Con-
sequently, power generation in the reconstituted Assam
fell considerably. The power generation in Assam State
including Meghalaya and Mizoram during 1970-71 was 359
million kwh, and 1t increased to 454 million kwh during
1975-76 (Table X 25), it is expected to increase to

600 million kwh during 1976-77. The installed capacity
in the State substantially decreased after the bifur-
cation of the State from 202.90 MW in 1973-74 t01131 .50
MW in 1975-76 and 161.50 MW in 1976-77 (Table X. 2:3)

10.3.8 Power shortage in Assam has occurred since
1974-75, when the hydro-thermal stations were tran-
sferred to the new State of Meghalaya. The excess of
the peak demand over the demand met by the indigenous
generation system is now met through imports from
Meghalaya, Manipur, Tripura,Bhutan and Arunachal Pradesh.
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hecome critical; the situation being furtuaer agzrzvated
asll (.2 23

P [ ~
Per Uauits

Powsr Gonsuaption

w6
()
State Domestic Industrial Ao Tey g0
Andnrs Pradesh & 3 i
Assaml/ 3 13 26
Bihar . 2 38 62
Gujarat 1 113 169
Haryana 11 72 146
Jammu and Kashmir 20 20 ' 58
Karnataka 13 105 138
Kerala 9 6+ 85
Madhya Pradesh L 57 73
Maharashtra 18 108 172
Orissa ' 3 80 88
Punjab 17 142 230
Rajastnan L 39 6t
Tamil Nadu 11 74 139
Uttar Pradesh 6 30 63
West Bengal 17 74 113
All India 1C 63 101

1/including Mizoram Source: Government of India,
Central dlectricity

Authority.

by delays in commissioning the Loktak Project in Manipur
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which wes to supvly to Assam 4C MW or power. A few
new power genération projects are in tie process of <Coume
pletion, it is expectsd trot tne power position will

TABLE a.25 24

Generation of Blectricityv in Assan

(dillion kwh)

————— --

Percentage
Year Steam Hydro Diesel/CGas {0TAL increase over

1968-69
1968-69 - 102 134 236 -
1969-70 - 126 183 309 30.93
1970-71 =~ 154 205 359 52.12
1971=72 = 189 _229 418 77.12
1972-73 2 215 257 L7k 100.85
1973=74 L5 193 280 518 119.49
1974%=75 33.5 195 319 547.5 131.99
19?5-76*110 - 34 Lok 92.37
1976-77 215 - 385 600 15%. 2%
* Latest estimate Source: Government of Assam,

Memorandum submitted

Figures upto 1974-75 include to the Seventh Finance
those of Meghalaya and Commission (Notes on
Mizoram. subsidiary Points and

Clerifications).
improve when these projects are completed.

Consumption pattern

16.3.9 The consumption pattern in the State has under-
gone significant changes in recent years. The industrial
consumption of power (low, mediﬁm and high voltage) in
the State has increased from 15%.5 million kwh in 1970-71



Ny
NS

tc 215.0 million kwh in 1975-76, while that by Les gar-
to

dens from 3¢ miliion kwh in 1970-71 76,9 million kwh
PTABLE X.c6

Installation of Blectricity in Az:zam

Percentave irn-
Yesr oteam dydro Diesel/Cas [CILL crezsoe over

O 52 a0
19¢5~-09

1966-69 - L7.2 107.3 155,54 -
1969~70 - L7,z 105.8 153.0  =1.29
1970-71 - 4.2 105.8 153.0 -1.29
1971=72 - 65.2 105.8 171.0 10.32
1972-73 30 65 .2 105.8 2¢1.0 29,68
1973-7% 30 65.2 107.7 202.9  30.90
197%-75 30(a) 65.2(a) 107.8(a) 203.o(a)3o.972

30(b) 102.2(b) 132.2(%)
1975=76 30 - 101.5 131.5 =15.16
1976-771 €0 - 101.5 161.5  4.19
1

Latest estimate (a) Steam (b) Gas Source: Ssme as for

, - table X.25.2 4
While computing the percentage
increasse, tne installation of
electricity (gas) is not taken
into account to make it compar-
able with eurlier years.

in 1975-76. 1n the case of other categories of con-
sumers, the increase has not been so significant, for
total consumption of power in 1975-76 was 469.9 million
kwh as against 29%.5 million kwh in 1970-71 (including
rleghalaya and Mizoram).
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10.3.10 In 1975~76, L46.6 per cent of the total power
consumption was used by tne industrial group and 16.k4
TaBLs X2z b
Power sShortage in Assam

chortage
Installed Peak Demand wet as percen-
capacity de— by genera- Shorta;e Stage of
Year (MW) mand tion sys- (M) actual peazk
(MW) tem () demand
1968-69 155 52 52 - -
1969-70 153 6+ 6 - -
1970-71 153 67 67 - -
1971-72 171 83 83 - -
1972-73 201 91.5 91.5 - -
1973-7% 202.9 130.6 130.6 - , -
1974-75 203 142(a) 142(a) 35(b) = 32.11(b)
109(b)  7%(b)
1975-76 131.5 113 78 35 30.97
1976=77 161.5 131 102 29 22,1k
* latest estimates Source: bame as for table X,2%, %Y
(a) Steam
(b) Gas

per cent by tea gardens. Bulk supply accounted for
19.4 per cent and domestic consumption 9.5 per cent
(Table X.éé). During this period, the share of the tea
gardens has improved from 10.2 per cent to 16.4 per
cent; but that of the industrial category has fallen
from 52.5 per cent to 46.6 per cent.
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TABLE X.28 17

Sale of #lectricity by Class of Consunmers in Assam

(Million wkwi.)

HSele to the wl-
timate consumer 1970-71 1971-72 1972-73 1973-74 197475 1975-70
Soaestic heab 37.87 37.50 4.09 ‘3.18 b .52 4.1C
and _mall power (12.86) (0.87)
vomestic lights - - 35.81 25.87 ko766 R0,53
snd fans (.63
commnercial heag 6.01 7.50 L.,24 9.29 SR 4,30
and smalil power (z.O4) (G.92)
Commercial lights - - 12,43  15.22 17.76  16.60
and fans (3.53)
industrial power 19.16 28.05 45,10 49,14 54,21 53.65
low and medium (6.51) : (11.4%2)
voltage
Industrial power135.30 133.00 133.36 133.h44 133.50 165.31
high voltage (45,95) (35.18)
Public lighting 3.96 4,20 4.50 4,08 4,27 2.23
(1.3%) (0.47)
Irrigation and 0.30 0.50 1.50 2.00 5.00 5.00
agricultural (0.10) (1.06)
watering
Publie water works4.00 4,50 7.30 6.50 594  10.21
and sewage (1.36) (2.17)
Tea gardens 30.00 38.00 47,00 57.86 68.19 76.86
(16.19) (16.36)
Bulk supply (in- 57.85 82.20 88.67 90.00 108.50 91.12
cluding defence (19.65) (19.39)
licence and extrag
State)
Total sold to - 29%.45 335.45 384.00 L406.58. L443.09 4L69.91

the ultimstecus .
consumers

Figures upto 1974-75 include those of

Meghalaya and Mezoram,

Figures within parentheses indicate
the percentages of total.

Source:

Government of
Assam Directorate
of Economics and
Statistics Economic
SUrvey.
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1C.3.11 It would be of interest to know the contribution
of the tax according to above consumer categories. [fhe
consumer category wise tax yield has been calculated gs
follows: the category wise consumption of electrical
onergy, when multiplied by the rates applicable to
different categories, gave the hypotheticzl tax yield
fer different categories., The actual tax yield was
then distributed among different consumer categories

in the proportions of the hypothetical tax yield from
the respective categories. The resﬁlts are presented
in table X.29.2.8

10.3.12 While the shares of domestic and industrial uses
declined significantly between 1968-69 and 1975-76 the
share of tea gardens more than doubled during that
perlod. Although, the share of industrial use has fall-
en, it is still an important source of revenue. As of
1975-76, tea gardens, industrial power and bulk supplies
attracted for the bulk of the tax.

Operations of the tax

Method of assessment and the tax payment

10.3.13 The main assessee under the wlectricity Duty
Act is the Assam Electricity Board, hecawse the greater
part of the generation and distribution of electrical
energy in the State is by the Board. Some of the indu-
stries, tea gardens and cinema hcuses, however, have
their own generators, and are thus, assessees under

the Act. An assessee has to include the duty leviable
under the Act as a separate item in the monthly bill

of charges for the electricity sold by him and has to
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TOTAL X.29 2.8
Consumer Category~-wise Revenue from

- . - i
- HBlectricity Duty

in Aassam

(5, laxn)

Category of consumption 1968~-69 1975-76
1. Domestic heat and swall power .19 .59
(1.12) (1.17)
2. Lomestic lights and fans 2.5 bk
(14.94%) (11.52)
3. Commercial heat and small C.43 CL51
power (2.53) (1.21)
b, Commercial lights and fans - 1.98
(4.,71)
5. Industrial power low and 1.07 2.13
medium voltage (6.29) (5.07)
6. Industrial power high 6.09 9.88
voltage (35.82) (23.52)
7. Public lighting 0.36 0.27
(2.12) (0.64)
8. Irrigation and agricultural C.04 0.59
watering (0.24) (1.40)
9. Public water works and 0.45 1.22
sewage (2.65) (2.90)
10. Tea Gardens 1.71 9.18
(10.06) (21.86)
11. Bulk supplies and others 4,12 10.91
(24,24 ) (25.98)
TOTAL 17.00 42,00
Figures within parentheses indiacte Source: Same aszggble
percentages of total. £.2827

* Total revernue includes taxes on

sales and consumption of electri-
city, fee for electrical inspection of cinemas
and fee under the Indian Electricity

Rules.

Taxes on sale and consumption

of electricity constitute 99 per cent
of the total revenue in 1968-69 and

98 per cent in 1975-76.



recover the same, alongwith his own cherge for the

supply of such ensrgy. 1n the case of the kl:ctricity

Board, the method of asseszsment is by checkin: the acc-
9 R

3
€71

ounts of the seard. In tic cas: of privats generato

[

b

b
the estimation of tae goniration and consumption of
electricsl energy is done turough direct znd incirect
methods. If the genorasion and tae supply are metered,
the asscssmont 1s deonc directly by readin
but in c¢ose¢ taase are unméetered the duony is szssesscd
on the basis of the number of light points. A flat
rate is levied per point.

10.3.1% The'duty'is to be paid direct into a Government
treasury by challan within 15 days of the close of the
month of which the duty pertains. B&very assessee iSs
expected to keep books of accounts containing the
particulars separately for each consumer. The State
government can, by notification in the Gazette, appoint
inspection officers to inspect records of assessees.
If, in the opinion of the authority, any assessee is
evading or attempts to evade the payment of the duty,
whether by maintaining false records, submitting false
returns, corregling the energy supplied or by any other
means, the assessee would have to payv as penalty, in
addition to the duty payable, a sum not exceeding four
times the amount of the duty to be detcrmined by the
authority. Where a consumer or licencee fails to pay
the electricity duty to the Board or if a consumer
fails to pay such duty to a licencee who is authorised
to recover the duty from the consumers, the Board or
tne licencee may exercise the power given to them to
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.recover the ducs. They are empowera2d to discernect the
supply of power to the consumers neglocting to pay the
charges. If an assessze fplls to Keesp o 1:cord or sub-
rit = return, he is liable to convicticn Loliort 2 mag-
istrate, who can impese a fine ncu 2zeieding %.1,000.
If the duty has beuen received in szcoese of wiet 18 pay-

able, the gssessing authority nas to, or a.piication by

tae asgessee, elther refund the .<oogs or ojuct 10 to-

-

wards subsequant liabilities. 4An appesl agalnst the
notice of the demand has to be wmade to the ascistant
commissioner of taxes (Appeals). An appeal against the
order of the appellate authority has to be made to the
Board of Revenue. Thus, the system and the organisation
of appeals is the same as in casc of other State taxes,
The commissioner of taxes, howecver, does not have powers
of revision in the case of this tzax.

Irends in assessment cgses

10.3.15 The number of assessecs has gradually gone down
from 745 in 1966-67 to 396 in 1976-77. rhe decline in
the number of assessces is due to the fact that the pri-
vaté generators have gradually declin=2d in number and the
dependence on the Blectricity Board has increased. How-
ever, cases pending at the beginningcf.the year have gone
up from 459 in 1966-67 to 1,109 in 1975-76 (iable X.3D).
The average annual number of new cases added during
1968-69 to 1975-76 is 1,205 and tnat of cases disposed

of is1,135. The number of pending cases has thus in-
creased. The age wise distribution of pending assessment
cases shows that most of them are less than three years
old.* In 1975-76, 36.5 per cent of the total pending
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cases, excluding the pending cases added during the year,
were one year old, 17.2 per cent two years old and 16.5
per cent % years old (Table A.X.3). While such age
TABLE X.39 19

Irends in Institution, Disposal and Number of
Assessment Gases under Assam zoizctricity Duty Act

Czses pending Cases added Cases dis-~ Cases pen-

at the begin- during the posed of ding at the

ning of the year auring the end of the
Year year year year
1966-67 459 1490 522 1427
1967~-68 1Lh27 3680 455 652
1968-69 652 1515 1575 592
1969-70 592 1090 1167 515
1970-71 515 1842 1640 717
1971-72 717 1210 1003 92l
1972-73 924 1078 841 1161
1973-7% 1161 954 976 1139
197%=75 1139’ 902 932 1109
1975-76 1109 1052 946 1215

Source: vame as for table IV.S8.

wise pending cases is understandable, the fact that the
number of pending cases is also increasing shows that
the administration of this tax is not upto the mark.

Components of total demand

10.3.16 The total demand in any year consists of the arr-
ears at the beginning of the year and current demand



generated during the year tarough =z:sessments Ly the

department and by self ussessment i=z2dln. Lo sdvonce

ot

payment. Altorsatively, total demard omn be s2aid o

(R R A

[ -
i

TABLE 4£.30
Components of Total Demend {assessuent,
of slectricity Duty

(Rs. thousond)

Collec- Collec- srrears lotal

tlon out tiom out Amount Advance at the deny

of arr- of curr- written payment end of and
Year ears ent demand off the year
1970-71 10 2123 1505 1500 5166

28
(0.19) (0.5%) (%1.10) (29.13) (29.04)

1971-72 119 135 496 1871 1764 4385
(2.71) (3.08) (11.31) (42.67) (40.23) 3

1972-73 16 Neg . 15 2107 2058 4196
(0.38) (0.36) (50,21) (49.05)
1973-74 2 Neg . 515 2488 1784 L4786
(C.0%) (10.76) (51.99) (37.28)
197%-75 33 190 160 3629 1750 5762
@57y (3.30)  (2'98) (85.98) (30°37)
1978-76 16 33 283 3827 2108 6317
(0.25) (1.39) (4+.48) (60.58) (33.37)
1976-77 5 Neg . 345 4583 2246 7179
(0,07) (4.61) (63.8%) (31.29)
*Total demand = Arrears at the beginning Source: Same as for
of the year table IV.8,
+ Current demand during the
year

+ Self assessment collection
through advance payment

Figures within parentheses indicate percentages of total.



consist of cellections out of the arrears, tue current
demand, advance paymcz@ts and the arrears at the end of
the year. Table X.3D;shows that the share of advance
payments in total demand has increased from 29.1 per cent
in 1970-71 to 63.8 per cent in 1976-77. As constitu-
ents of the total demand, collections out of arresrs

and out of current demand are not significant; arrears

at the end of the vear as a percentage of the total de-
mand averaged 3% per cent between 1970-71 and 1976-77.

As regards the collection of the dutvy, almost the whole
amount is collected through advance payments, 97.5 per
cent in 1970-71 and 99.9 per cent in 1975-76 (Table X.3%).
A significant proportion of the current demand is con-
verted into arrears and a large proportion of the arr-
ears remain as arrears and spill over into the next

year., The proportion of collection out of current demand
is generally very low; it ranged between nil to less

than 2 per cent in % of the 7 years, during 1970-71 to
1976-77 for which computations have been made and was
11.2 per cent, 13.3 per cent and 54.4 per cent in the
remaining . 3 » years. Similarly, colliection out of
arrears was also negligible at less than 1 per cent in

5 of the 7 years; it was 1.9 per cent and 8 per cent

in the remaining 2 years (Tavle X.32).

10.3.17 In this process of collection, arrears have not-
only remained sizeable but also increased, Table X.3% 33
shows that while in 1967-68, arrears constituted 8.3

per cent of the revenue from the electricity duty, they
constituted 50 per cent in 1976~77. In some years, they
were more than or equal to the revenue from theé duty;
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£ = 5 o o1t i T O Ge T T e AT  m et
for czample, 172.0 per cent In"i909-,0 - Too nar cent

TASLE 5.3%

Collections c¢f blectricity Juty
- o . e sl bhoasInG

Collscetion Collschion sovarnss  Jotsl
out of out of cur- povuments collectic

Yenr arrears rent demand

1970-71 10 23 1505 1503
(G.65) (1.61) (97054

1971=-72 120 135 1871 2126
(5.64) (6.35) (88.01)

1972-73 16 Neg. 2107 2123
(0.75) (99.25)

1973-74 5 Neg . 2L 88 2490
(0.08) (99.92)

1974-75 33 190 3629 3852
(0.86) (+.93) (9%.21)

1975-76 16 83 3827 3926
(0.%1) (2.11) (97.48)

1976-77 5 Neg. 4583 4588
(0.11) (99.89)

Figures within parentheses source-« Same as for

indicate percentages of total. table IV.8.

in 1972-73. As noted earlier, as the arrears under
this tax are also collected as arrears of land revenue,
most of the cases are transferred to the Bakijai off-
icers. In 1974-75, of the total arrears of %.18 lakh,
cases involving B, 1 lakh were with the assistant
comnigsioner of taxes, then involving:



S lalh with thoe superintendant of tsxes and the rest
involving M.1C lakh with the Bakijai officers (Zaoble X.3%) 30
TABLE X.32

Collection out of Arrcars and out of
Current Demand uncer Klectricity Duty

(", bhousand)

ATTesrs Collection
=t the Sollection Current out of
beginn- ot of demand current
ing or arrears during Gemant
iear the year the year
1970-71 2238 10 1423 28
‘ (0.45) (1.97)
1971=72 1500 120 1015 135
(8.00) (13.30)
1972-73 1764 16 326 0.08
(0.91) (0.02)
1973=-74 2058 2 243 0.03
(0.10) (0.01)
1974-75 1784 33 349 190
(1.85) (54 41 )
1975-76 1750 16 740 83
(0.91) (11.22)
1976-77 2108 5 L.88 Nil
' (0.2%) (0.00)
Figures within parentheses Source: Same as for
in columns 3 and % indicate table IV.8.

percentages of collection in
arrears and current demand res-
pectively.

10.3.18 The major factor responsible for the sizeable
arrears is the slow recovery of dues from the consumers
by the State Electricity Board. This problem exists
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in almost all ths States as seen from Table L.38. The
TABLE X.38% 33
Arrears of Rlectricity Luty

Arrears Arrears gs per cent of rovenue
Year (%s. lskh) from the electricity duty
1967-638 c c.33
1968-69 3 17 .65
1969~-70 22 115.79
1970-71 15 83.33
1971-72 18 81.82
1972-73 21 100.00
1973=74 18 64+.90
197475 18 43.29
1975-76 21 50,00
1976-77 23 50.00
34 o

TABLE X.35 33
Arrears Position of Electricity Duty

Arrears Arrears Arrears Arrears
under under under under
. Total High Co- assist- super- Bakijai
Year arrears urt and ant comm-inten- officers
Supreme issioner dent of

Couzt of taXes taxes
1973-74 18 1 - 6 11 :
(5.56) (39.33) (61.11)
1974-75 18 -

1 7 10
(5.56) (38.89) (55.56)

Figures within parentheses indicate percentages
of total.
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[ASLE X358 35
Arrears of Reverwe from Sales of #lectrlcity
in Different States

(s, 1lakh)
Revenue from Amount of ocut- Outstanding dues
State fZlectri~ energy sales standing dues as per cent of
city Board during the on Marcn end total sales

year

197071 1973-7% 1970-71 1G73-7% 1970-71 1973-74

Andhra Pradesh 3822 5108 1112 1823 29.09  35.69
Assam L6 777 100 235 22.42  30.24
Bihar 2696 3416 1020 1474 37.83  43.15
Gujarat 3335 509k 473 924 14,18  18.1k4
HaTyana 1659 264k 72 131 W.3h L4.95
KaTnataka 3074 3529 572 691 18.61  19.58
Kerala 1633 2279 7248 994 L5, 81 41 .86
Maharashtra 5285 8862 = 1238 2004 23,42 22,61
Madhya Pradesh 3109 4391 819 1708 26.3% 38,90
Orissa © 1103 1591 32k 535 29.37 33.63
Punjab 1768 2428 117 101 6.68  L4.16
Rajasthan 1438 2203 361 1552 25.10  70.45
Tamil Nadu 5951 8796 689 1405 11.58  15.97
West Bengal  N.A. 29 N.A. 635 N.A. 21,57
Uttar fradesh 5791 7580 1471 3201 25,40 42,23

Source: Same as for table X,19.
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percervare ¢f cutstanding dues to *to'lzl sales is not
only high but is also growing over time, 12 Agsanm,
outstandings amcunted tc 2.4 per cent of total salcs
in 1970-71 and 30.2 per cent in 1G73-74, Suchk aigh

roportions of dues also exist in other 35ztes, notable
prox

exzeptions being Haryena and Funjch.

10.3,19 The problem o high culstandiings originates

in this czse berause of the sale and the consurmntion

of energy takke place simultaneously. The gencration of
electrical energy is by the State Electricity Board

and in most cases, the supply is continuous, subject

to meters which measure the magnitude of the energy
consumed., As the States are empowered to levy a duty

on the sale of the electricity, the duty becomes payable
only when the sale and the consumption take place. Thus,
duty can be collected only after consumption. The
Electricity Board is assessed and is expected to pay the
tax to the Government but arrears are bound to occur if the
Board deposits the tax only after it is collected from
the consumers, because the Board is unable to =sollect
its own charges promptly. Since the States are not
empowered to levy a duty on the basis of the generation
of electrical energy, the problem of arrears, can be
said to arise due to factors bevond the control of the
Taxation Department., However, the Electricity Board

can be held responsille for this., It is the responsi-
bility of the Board to collect the dues including both the
tariff and the duty and promptly pay the duty. However,
it may be noted that a sizeable part of arrears seems to
stand outstanding against the Government departments.
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Evasion
10.3.20 In the casvs of privet: gen.rators, where there
are no meters installed, under-rcporting of the magni-
tude of generation is possible. The stealing of ele-
ctricity direct from the supply lines and altering
the meters are some other ways of ovading this tax.
In =11 such cases, both the tariff and the duty are
evaded. A stricter inspection system may minimise
the loss of revenue through such malpractices and lezk-
ages.

Reforms recommended

10.3.21 The electricity duty as well as the tariff ra-
tcs are lower in Assam than in other important eastern
States. This fact indicates the scope for an upward
revision in the ratcs and duties. As the revision of the
two cannot be done independently, a thorough analysis of
the operating results of the State Electricity Board is

a prerequisite for considering the case for either rai-
sing the tariff rates or maintaining the existing rates.
If an upward revision is not required in the tariff ra-
tes, there is a strong case forrvising the electricity
duties upward. However, it has to be ensured that the
revision in the duties doe¢s not unduly burden the inter-
mediate consumers, particularly the industrial users.

The gencral principle we recommend is that while the
level of tariff plus duty should be kept slightly lower
in Assam than in West Bengal, it can be made nearly equal
for domestic uses.

10.3.22 The Venkataraman Committce set up by the Gover-
muent of India in 1964-65 to study the working of the
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tate wlectricity Boards, examined the patlerr of ri-

.

a
ationship bhetween tariff snd electricity duty. L[ne
I y;

o]

committee recommended an ad valorem duty so that the
tariff rste structure is rot disturbed by the levy.
They alsc suggested that the State government shoulad
4
i

not fix the rates on the besis of "what the trafiic
can bear’ and that the electricity duty should bear =
more or less uniform relstionship, say, 1% to 2 per

cent, to the carital employed.

10.3.23 The total capital of the Assam State wlectricity
Board in 1973-74 was about .54 crore and the total rev-
enue from the electricity duty, about R.41 lakh; the
ratio of revenue from electricity duty to the capital
base was thus only 0.8 per cent much lower than the rate
of return recommgnded by the Venkataraman Committee.

10.3.24 The accepted principle for formulsting the ele-
ctricity tariff schedule is that the charges should co-
ver the cost of supply including a reasonable rate of
return and yet be attractive enough for promoting incr-
eased use of electricity. As electricity is put to
different uses, with different elssticities and prio-
rities, it is possible and necessary to charge different
tariff rates for them. The rates have to be related to
the special features of each business and the nature of
each use. If the basic rate structue is constructed on
such a rational basis, the electricity duty could be
imposed at a flat rate without taking cognisance of any
consideration with regard to differentiasl treatment

for different classes of consumers because all such con-
siderations would have been bro.ught to bear on the
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formulation of the toriff rotes. wiile there iz some-
thing in this argument, we shou.d remember taabt o [lat

| BN

ad valorem rate of duty superimpoused on diilerentigl

tariffs woulid mean difterentizl specific burden

3
0n
o
o]

different classes of consumers; that is., the duly per
kwh (unit) of electricity concumption will differ as
between different classes of consumers. Then the rule
of imposing a uniform ad valorem <Suty nced not be rigi-
dly followed.

10.3.25 In Assam, as see' earlier, there agre in effect

4 rates at presenty a general rate of 3 paise per unit;
a commercial rate of 1 and 1.5 paise per unit for indus-
try, and a zero rate for the direct use of power in
agriculture., Pending a thorough study of the hasic
tariff structure that we have suggested, we recommend
that the existing r~te of 3 paise per unit be raised

to 5 paise per unit for the general category. There
seems to be no reason for the zero rate of taxation for
the agricultural sector (other than the use of lights and
fans which is btaxed st the genersl rate of 3 paise per
unit). A rate of two paise per unit may be introduced.
These measures are likely to yield an additional revenue

of roughly between Rs.12 lakh anc¢ M.15 lakh per annum.

10.3.26 The major factor behind the sizeable amount of
arrears, as we have seen, is the slow recovery of dues
from the consumers of tae electrical energy by the
State Electricity Board. The percentage of outstanding
dues to total sales is not only high, but is also gro-
wing over time. In Assam this percentage has increased
from 22.4 per cent in 1970-71 to 30.2 per eent in
1973-74. As the existing large arrears of duty would
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have to be drastically reduced, ultimately, tne Gover-
npent would neve to insist upon the Alectricity Board
adopting strict mathoa of recovery from tone defaulolrs,
The more important is that the governuent departments

.

should itself be recuired to maxe paywanbs to the Zoard

regulsrly.

10.3.27 4 focl proof inspection system is necded to mi-
nimise the loss of revenue through prevalert malpractices
and leadag:s, such 28 under-reporting the magnitude of
generation, stealing of electricity from the supply
lines and altering of the meters,
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Proposed schedule o1 Babess of Taxf on Professiiorn,

Trades, valilings and mmoloyments

. o (Bs.)
nzhe of tax
o Class of persons {(ner annum)
1. Solary and wage earners whose oonlily
Saiaries or wages
(i) are less than Rs.6,000 Hil
(ii) exceed i:.6,000 but does not exce.d
Bs. 10,000 40
(iii) exceed R.10,000 but does not exceed 6C
k.15 ,000
(iv) exceed %.15,000 but does not exceed 85
Rs. 20,000
(v} exceed [5.20,000 but does not excead 120
Rs.25,000
(vi) exceed B5.25,000 but does not excecsd 175
%5.30,000
(vii) exceed Rs.30,000 but does not exceed 230
fs.35,000
(viii) exceed %.35,000 250
2. (i) Legal practitioners including soli-
citors and notaries public
(ii) Medical practitioner including
medical consultants
(iii) Technical and profesgonal consultants
plumbers, tax consultants, chartered
accountants, actuarizs =nd management
consultants
(iv) Chief agents, principal =zgonts, insur-

ance ggents and surveyors of loss ass-
essors registered or licensed under the
insurance Act, 1938.



MO soass of nersons
(v) where the stardirg o L e

fession of any of u R TCIE ICT

tionea snhove

() ip any dicitrict cor .o av.os 1S
/o v - 2
(1, loess Than two o o
(2, tWwo y-wre ~r more wub lus:s

thon five vzars
(3) five years or more
(b) in any other area in the State
is
(1) less than two years

~, (2) two years or more, but less
than five years

(3) five years or more but 1lass
than ten years

(4) ten years or more

3. (a) Members of Associations rocognised
under the Forward Contracts Act

(b ) (i) members of stock wxc.ianges
recognised under the Security
Contracts Regulation. Act

(ii) remisories recognised by a
stock exchange

4. ILstate agents or brokers or building
contractors

5. Directors (other than those nominated
by Government) of companies registered
under the Companies Act, 1956
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_(Bs.)

e -
e e

lio. Class of persons (per

of tax
annaimn,

G Self employed persons in the motion
picture industry as follows:

(i) writers, lyricists, directors, =ctors
and actresses (excluding junior are
tists) play-back singers, cameramzn,
recordists, editors and still-pho-
tographers

(ii, junior artists, production managers,
assistant directors, assistant cam-
eramen, assistant editors, musicians
and dancers

7. Dealers regiscered under Assam Sales Tax
Act, 1947

such dealers whose annual gross turnover
of all sales or of all purchases is

(i) Rs.30,000 or more but less than
ks. 50,000

(ii) 8.50,000 or more but less than
RBs.1 lakh

(iii) Bs.1 lakh or more
8. Occupiers of factories as defined in the
Factories Act who are not dealers
Such occupiers of factories

(i) where not more than fifteen workers
are working

(ii) where more than fifteen workers
are working

9. Employers of establishments as defined
in the Assam Establishment Act who are
not dealers )

Such employers of establishments
(i) where there are no employees

(ii) where not more than five employces
are employed

106

50
150

250

150

250

Nil
50
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Rebe of tax

No. Class of persons {per annum)/
(i1i) where more than five but not 15
more than cen amployess are
employed
(iv) where more than ten vuwploye:s 250
are suplioyed
10, Owners of oil puwps and service stations 250
1. Licensed forsign liguor vendors and 250
employers of residential hotels and
theatres as defined in the Assam Shops
and Establishment Act
12. Holders of permicts for transport vehicles
granted under the Motor Vehicles Act which
are used or adapted to be used for hire or
reward where any such peérson holds permits,
or permits for any taxis, tarec wheelers goods
vehicles, trucks or buses -
(i) in respect of each taxi or three 50+ Provided
whaeler goods vehicles vthe total
ramount
L]
(ii) in respect of <ach truck or bus 100 payable
+by the szme
‘holder shall
ynot exceed
Bs.250
.t
13. Money lenders licensed under the Act
(i) in district council arcas 250
(ii) in other areas of the State 150
14, Individuals or institutions conducting
chit funds where the value of the se-
curity required to be lodged by them
with the registra» under Chit Fund Act
is
(i) B.5,000 or more, but less thank.23400Q 150
250

(ii) ks.25,000 or moru
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No. Class of persons (per anavi}
19. Banking Companies as defined in the
Banking Regulation Act, 1949
(i) scheduled banks 250
(ii) other banks 150
16. Companies registered under the Com- 250
panies Act, 1956 and cngaged in any
professions, trades or callings
17 Firms registered under the Indian Part- 150
, nership Act, 1932 and engaged in any
professions, trades or callings
18. Persons other than those mentioned in 100

any of the preceding entries who are
engaged in any professions, trades ca-
1lings or employment



X1 ORGANIBATIOW FOR TiX ADMIVISTRATIOCT
11.0.1 Every department has to undertoke two tywes of
activitiess functional and institutionsl., Wrile thle
former activities are performed to fulfil the purvoses
for which a department exists, the latter tyne »efcrg

to the activities & department must perform to cnanle

it to exist as a department. These institutional esti-
wvities rglate to internal organisation and affact
the guccessful execution of the primary activities of
a’ department. A proper and effective performance of
these activities,therefore, is of parameunt importance.
In the case of a department such as the Taxation
Department, the administrative organisation obviously
conditions the effeciency of tax collection.

11.0.2 The commissioner of taxes, who heads the Taxa-
tion Department, is in charge of several important
taxes in the State, However, as in ether States, in
Assam also, some of the taxes like the land revenue,
State excise, motor vehicles tax, stamps duty, regis-
tration fee and urban immovwible property tax are
administred by different yepartments, Land revenue,
stamp duty and registration fee are looked after by the
director of land records, who also enjoys the powers of
the superintendent of stamps and of the inspector-general
of registration. State excise is under the superin-
tendence of a commissioner of excise. The commissioner
of transport administers the motor vehicles tax., The
urban immovahle property tax is administered by the
Municipal Beards.



11.0.% The commissioner of taxes administers sales taxes,
the passenger and goods tax, eleectriciity duty, entertain-
ment tax, »rofession tax and agricultural income tax,
These together accounts for about 75 per cent of revernue
from State taxen, The orgonisation “or the zdninistra-

e taxes car be Jdivided into four secticrns,
Tasdovarters Organisation, (11) Aq-inistrative

i, (A1) Euforcemen® Crernis-tion

R S ™ . 4T e P b N S,
VLERTTIC, J_"‘geth@f9 LISy Torm Une Doenseien

of Taxation.

1. The Headquarter's Organisation

11.1.1 The administration at the headquarters level is
under the direct supervision of the commissioner of taxes.
An officer from the I A 5§ cadre is usually appointed

as the commissioner of taxes., The commissioner of taxes
is assisted by two deputy commissioners. They work direc-
tly under the superintendence of the commissioner, and
exercise the powers of the commissioner in respect of

the functions assigned to them. The distribution of work
between the deputy commissioners is both territorial and
functional., Xach one has jurisdiction over half of the
districts in the State., Thus, one deputy commissioner
looks after all the matters melating to enforcement and
ingpection in the Darrang, Kamru»n, Goalpara, Cachar and
North Cachar Hills @istricts. The other daeputy oommi-
gsioner has similar responsibilities for the areas fall-
ing within Dibrugarh, Lekhimpur, Sibsagar, Nowgong and
Karbi Anglong districts. Functionally, the former deputy
commissioner is in charge of matters relating to the
establishment of the office of the commissioner of taxes,
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checkposts, all taxes exceptiing the agricultural income
tax, audit and swearing of affidavits, The latter
deputy commissioner dezls with Hish Court cases (exclu-
ding swearing of affidavits) establishmeat metters re-
‘leting to unit and zonal offices, enforcemert and ins-
pection werk, preliminary steps for revisicn caseg, all
the functicns of the Law Cell excepting work reloting
to the Board of Revenue, Supreme Court cmses, ivnterpre-
tations and amendment of azcts and rules, work releoting
to the statistical cell and the agricultural income tax,

11.1.2 There are two assistant commissioners of taxes

at the Headquarters, One of them is designated as
assistant commissioner (Laws) and looks after tax legis-
lation and all legal problems; the other is in charge

of the statistices branch., This branch was, for the time,
established in 1970-71, and is presently having only a
nucleus staff,

11.1.%3 In addition to the above senior personnel, there
are only a limited number of supporting versonnel at the
headquarter's organisation, Thus, it can be said that
the headquarters of the Taxation Department does not have
an adequate infrastructure. ‘

2. Administrative Organisation

11,2.1 The administrative organisation of the Department
follows a three tier system. At the highest level are
the zZones each headed by an assistant commissioner of
taxes (ACT). As of today, there are seven zones. A zone
consists of two or more units depending upon the work
load. The assistent commissioner of taxes are mainly

administrative heads and do not undertake the work of
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Y.

the zssegsment of taxes. Yhey are required to inspect
the unit offices guerterly. In addition to the adminig-
trative woik, they are also incharge of snforcement
work. It is cur finding that the twin responsibilities
of the assistant comnissioner of taxes adversely affect

their efficiency in boith the fields.,

}_—J
=)

1.2.2 he second tier consists of units. Usually unit
omprise
work load. If the work in a district is not sufficlent
to form a unit, two districts are joined to form the

area of a unit, Presently, there are 19 units,

a district. However, unit is mainly bosed on

Q
6}

11.2.3 The unit is headed by a superintendent of taxes
who mainly looks after the work of assessment, More
than one superintendent of taxes may be posted to the
units in.which there are a large number of assessees,
In such cases, the senior wmost superintendent of taxes
is supposed to be incharge of the unit; however, the
other superintendent of taxes does not work under his
supervision. The senior most superintendent of taxes
is in charge of the unit concerned for the purpocse of
serving as an administrative link between the unit and
the zone, The alloiment of work of assessment in such
units is done by the assistant commissioner of taxes.

11.2.4 The third tier consists of circles. The number
of circles to be created in a unit again depends on the
work load. A circle is always headed by an superintendent
of taxes,

11.2.5 The superintendent of taxes undertaeke the assess-
ment of all the taxes within the jurisdiction of the
Taxation Depariment except the agricultural income tax.



Two agrisultural income tax offizere

at Gauhati look after the assessmenrt

5 -,

he entirce State, Thias is 2 firieviconal bifureaticn of

ot
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the third tier but there is ne territeris? divieior in
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the case ¢f the agriculturel income hri,

tacause the number of taxes 1o he “ea™t with isg noct
considered large encugh,

11.2.6 Eelew the s‘perimtewieﬂ

pectors of taxes, These insge
authorities but meinly give assistance to the superintion-
dent of taxes. They are asigned different areas, Their
duties are varied. They assist the superintendent of

taxes in the examination of accounts, in detecting cases

of evasion, in inspecting cinema houses, in checking buses
and trucks, and in making surprise visits to the premises
of dealers in order to prevent evasion of taxes, They

also collecet particulars of exports and imports from
stoaﬁg%&tsg railway stations, post offices, airports,
carriér companies, government departments, transport
companies and the other private companics., They make

local enquiry from time Lo time as ordered by the superin-
tendent o taxes and the other superior officers, z2s well
as, prepare lists of vnotential assessees uwader the diiferent
taxation scts.

3., Enforcement Organisation

11.3.1 The enforcement organisastion can be divided into
two wings. The main work of enforcement in 2ll the zones
is undertaken by the assistant commissioner (Enforcement)
who is also known as the zonal enforcement officers,

This zonal officer is supposed to be the kingpin of the
department. His work relates tc survey a»d investiga-
tion into the complaints received, visits and search of
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pleces of business, seizure of nccount books, and re-
porting cases of suspected malpractice assessing autho-
rityv. Vigilance work consisis mrinly of collecting in-
o - . o, (e k- - b - < ._WY-. o~ y
format ion from different sources, sucl 25 shpeanghnts,

-

railway stotions and nost offices. Thore four such

ot
et}

zynal offizern, n adéition to thase four assistant

commisgioners of tazes elight suverintcendent nnd 22

inspector of trxes are alleted worg et oc-
tlon nnd preventi~n of evasion, nts of

taxes are sxpected to help the rz:isgtant commissioner of
taxes in all matters relating to cnforcement, Tre func-
tioning of the inspectors of taxes working in the enforce-
ment branch is executing programmes prepared by the
assistant commissioner of taxes for collection of infor-
mation, cross checking and follow up action under the
supervision and guidance of the superintendent of taxes.
Surveys are also carricd out by the inspectors of taxes
under the plans prepared by the assistant commissioner

of taxes.

11.%.2 Under the supervision of zonal enforcement offi-
cers, the second wing of the enforcement branch, namely,
checkposts, have an important role to play. As stnted
in the previous chapter, at present there are three check-
posts in the State. These checkposts are expected to
stop vehicles, verifyv the naturs and volume of goods
carried and pass on to the relevant assessing authority
to be used by the latter while making assessments of the
varjous dealers concerned. The checkposts are thus de-
signed to work as part of the information system for tax
administration. Besides, in relation to passenger ahd
goods tax, they ascertain whether the goods tax has been
paid by the vehicles. In case it is found that the tax
his not been duly paid these checkposts are authorised
to collect the tax,



4. Avpellate Organisation

11.4.1 Because of the posgibility of abuse of

tionary powers by the ascessing authorities and
in the interpretation of law, every reve e samiristrati-
provides for anweal, revision nd referance, Accordin

to existiag arrzngements this work is undsr the super-

vigsion of the cornlssziocner of tarxesn, TIhe first anneal
iz made to the ngsistart commissioner (&ipezlsz) who works

o
L

an apvellat authority. Pregenily, there are two sach
assistant commissionerss: one at Gauhati and the other at
Jorhat. The work is territorially distributed between
these commissioners. Xach one of them is in charge of

a zone,

11.4.2 The next appeal can be made either to the commissioner
of taxes #b orlithe Board of Revenue, according to the

choice of the assessee. The Board consists of three

members including a chairman. The chairman is an IAS

Ofricer in the super time scale. The second member is

also drawn from the IAS cadre, while third is selected

from the judiciary or bar. In practice, the member from

the judiciary or bar has not been staying on the board

for any long period.

11.4.% In cases involving points of law and interpreta-
tionsa reference can be made to the Hish Court., Other-
wise, the decisions of the Board of Revenue are final,

5. Recommendations for Reorganisation and Improvement

11.5.1 The Department of Taxation is one of the most
important departments in the Government not only because
it raises the funds for financing a major part of the
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zeause the toxes it

[

Government's activities but elso *
controls are among the poteht instrurents of Goverimentel
volicy. Yet, as we nointed out in chapter IIT, it is

arno 1g the most neglected departments, Its officers are
ill-trained, it is inadequately sta:’fed at the upper
levels, has no intormation system of ainv significance and
no means of building one up, and, ashove all, it has heen
without effective leadership for several vears, Nothing
less than a through overhauling and reorganisation of tre
department would be sufficient to erable it to fulfil its
functions. Most major aspects - ranging from recruitment
and training to staffing at the upper levels of administra-
tion - would have to be strengthened and modified.

The commissioner of taxes

11.5.2 One of the imvortant causes for the poor perfor-
m~nce of the department and the sorry state of neglect in
which it is found is the absence of effeetive leadership.

As noted earlier, the ¢ommissioner ¢ ves, who 1s the
head of the entire department, ic drawn from the IAS ocadre.
It is fair to say that when he comes to assume this office,
he is generally unaware of both the details of taxation

and the problems of the department. A general administra-
tor of intelligence cans perhaps, acquire the knowledge of
taxation and of departmental problems needed to discharge
his duties, if he is given at least a vear to do so. During
the next two years then, he could function somewhat effec-
tively. A five-year term would be the optimum, but a three-
year term should be regarded as the minimum, But, if we

look at the record over the last 10 years, we find that

many incumbents were itransferred before they could even
settle into their jobs; some of them were transferred within
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T~k

‘e monthe of their arnointnents,

11.9.% Between 30-6-10%47 and 23-5-1977, that i, roushly

coviiesioners,

-

over = veriod of 10 yvears, there hove hesy te:
~iving on average tenure of 2 vear., The detes of offize
held by the different commiersioners furing this neriod,
oiven below, show thot thers has been honmhizordness in
noatings and transiers in relhien to this immertont office

in the Goverment.

Name of the commissioner- Period of stay

1. Shri C.R. XKrishnamurthi 30-6-1967 13-3-19068
2. Shri X. Saigal 14-%-1968 9-9-1969
D Shri R. Natarajan 10-9-1969 24-4-1G7D
4, Shri N.Jl, Mukerjee 1-5-1970 15=-6-1970
5. shri P.N. Reau 16-6-1970 8-11-1571
6. Sh»i G.D. Tripathi 10-1-1972 20+8-1973%
7. Shri B.P. Singh 20-8-197% 4-12-197%
8. Shri S. Goswami 10-1-1974 30~-6-1976
9. Shri H. Pais 30-6=-1976 19-5-1977
10. Shri B.K. Mishra 23-5=-1577 12-10-1977
11,  Shri D.K. Gangopadhyay 1%-10-1977

The short stay of the commissioners did not allow them

time even to understan® the working of the denartment.
Naturally, they have meither been able to give any direction
to its funetioning nor meke any worthwhile contrihution

to the rationalisation of the tax structure.
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worthwhile results, the organisation of the -eadguariers
of the department should be considerably strengthened,
We have t¢c begin with the commissioner of taxes himself,
The commissioner of taxes should be full time officer
who should be allawed:te stay in the department for s
period of 3 to 4 years., In erder to give an incentive
for a senior officer to accept this position and stay
in it for a sufficiently long time, it is suggested that
the cormissioner should be given the super-time scale
in the IAS cadre,

11.5.5 For adequately strengthening the headquarters
organisation, it would be necessary to create some new
posts and tc introduce a certain degree of functional
specialisation., We are strengly of the opinion that the
Government should create a new post of joint Commissioner
of taxes who would be second-in-command to the Commi-
ssioner of taxes, This post should be manned by a senior
official of the department who should be selected from
among the ton efficials with a minimum number of years

of service to the credit, but solely on the basis of
merit otherwise. He would be the top most technical
adviser to the commissioner and should be authorised to
exercise most of the powers of the Commissioner when the
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cnly Just

below the level nf tie Coirtriissioner to

the 1avter fronkly zad without fear,

11.5.6 Under the ¢ommissioner and the joint commissioner,
it is necessary to hsve 4 posts of‘députy commissioners

of taxes. Some functional specialisation at this level
would be useful. Since the sales taxes are the most
important revenue earners and their administration is
especially complex, it would be desirsble to have one

of the deputy commissioners tc be in charge of sales taxes
alone. The second deputy oommissioner should look after

all the other taxes administerecd by the department. The
third deputy ecommissioner siiould he incharge of all matters
relating to training. In fact, he coculd be made con-
currently the nrincinal of a trainins school for the tax
officials of the State which we rscommend should be es-
tablished as early as possible., The fourth deputy commi-
ssioner should be in charge of research, statistics and
public relations. The office of this depwty gommissioner
should have close co-ordinstion with the proposed Taxa-
tion Advisory Comittee on the one hand and with the offices
of superintendent of taxes who ocarry out -the actual assess-
ments. Besides, this deputy commisgiorer-may alse.hear public

complaints regarding the operations of the different taxes.
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11.5.7 Under the supervision of the different deputy
commissioners of texes, there should be seven assistant
commissioners of taxes at the headqrarters, Of these
seven, two should look after the admninistration of the
various taxes, one of them specialiring in sales taxes;
the third should look after legzal metters including the
formulation of amendments when need2d; the fourth should
be attached to the research and statisﬁi%%'wing; the
fifth should look after matters relating/ippeals, the
gixth should he engaged in work relating to training;
and the seventh should be in charge of the enforcement
branch.

Payment ol tax

11.5.8 Under the existing procedures for the payment of
tax, the dealers are first required to fill in a challan
and get the entries checked by the assessing authority,
who countersigns it., The challan iz then taken to the
treagsury to be passed by it, The treasury does not
accept a challan unless it is countersigned by an officer
of the Taxation Department. After the challen is passed
by the treasury, the tax amount is to be deposited in

a branch of the State Bark of India. The dealer then
submits the receipted c¢hallan alongwith his tax return

to the concerned office of the superintendent of taxes.

As may be imagined, this is a long drawn out and time-
consuming procedure, requiring dealers to make four visits
in all to different places for completing one transaction,
namely, the payment of one instaluent of tax,

11.5.9 The countersigning of the challan by the asse~
ssing authority after verification %as been introduced
to ensure that the entry is made under the correct budge-
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tary accounting he=d, Because only one general form
is used for the pamment of several taxes, it has been

found in practice tlat entries are rmade vnder the wrong
‘heads by assessees,

11.5.10 The Sales Tax Acts do provide for the payment of
tax by means of cheques., The dealers have complained
that they are ;;-eatly inconvenienced by the present
complicated and time-consuming procedure ol payment of
taxes. They would favour =z system of payment through
cheques, As far as they are concerned, this would cut
out all of thered tape, because ‘they would just enciose
a cheque alongwith the return and would have no more
botheration. The department, however, does not encourage
payment by means of cheques. The reasons for this seem
to be, firstly, that there is possibility of cheques
being dishonoured and secondly, that additionél staff
would be reqﬁired for sending the challans to the
‘treasury and then depositing the cheques in the bvank,

It is true thg} some additional work would have to be
perfofmed by the departmentai officials, in case the
payment is made throughlqheques. Howevef,‘fhe most
important consideration in this connection should be the
convenience of the dealer who is voluntarily making an
advance payment of the tax alongwith his return. It is
__unfair as well as counter-produgtive to shift the entire
work on to the shoulders of the taxpayers. Moreover,

we feel @H@P;tha fear of the cheques being dishonoured
is somewhg% exaggerated. Nevertheless, in order to take
care of this apprehension we recommend that the dealers
should be required to make payment by means of a demand
draft. At the same time, the option of paying a tax in
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cash applying the normzl mrocedure could zlso be re-
t2ined - but with one modification, If the challan for
the paytent of the tax is made separate for sales taxes
and other taxes, that is to say, if two forms are intro-
duced instead of the existing general form, the »nroblem
of entry under wrong heads may not be a serious one,
Therefore, with the introduction of two differen’t forms,
it should be nosgsible to do without the requirement of
the assessees getting the form verified in the 7irst
instance by the tax authority.

11.5.11 Representatives of trade organisations have
pleaded that they should be allowed to deposit the tax
not only in the State Bank of India but also in all the
other nation=lised banks. ©Since we have suggested that
the option be given to assessees to pay the tax in cash,
this plea of the trade needs to be taken into account.

As a first step, provision may be made for the payment
of tax through certain selected nationalised banks.

Information system and research wing

11.5.12 We have earlier indicated that the Taxation De-
partment has no proper information svstem. Indeed, data
are not being collected in a svstematic manner or regular-
ly. The evaluation of the existing structure or an esti-
mate of the impact of any nolicy changes becomes impo-
ssible in the absence of adeyuate information. Emphasis
must, therefore be given in the reform of the tax system

to the building up of a scientifically designed informa-
tion system and a research and statistics wing which would
not only be in overall charge of collecting the informa-
tion but also would continuously undertske analysis for
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the hene’it of policy makers.

11.5.13 At present there is only a skeleton stalf
collecting statistics under an assistant commissionoer of
taxes. This cell is understeffed and ill-equincazd, We
are ¢f the opinion that the stetistice wing of the head-
guarters orgnnisation should be consgiderably wiprnded.
As we have suggested earliier, the wing shonid be placed
under the supervision of a deputy commissicner, Under
him there should be one assistant commissioner of taxes,
a deputy director (Statistics), three persons trained
in economics and statistics and few research assistants
or investigators, whose number would devend upon the

volume of work that has to be done.

11.5.14 Under the present arrangements, the assistant
commissioner of taxes in-charge of statistics is drawn
from the staff of the Directorate of Economics and
Statistics of the State govermment. The same arrange-
ment could continue in the future. The assistant commi-~
ssioner of taxes, so chosen, should be given advanced
training in the collection and manipulation of tax statis-
tiecs by being deputed to a research institution ot to

the Taxation Department of another State with a developed
research wing. Certain other personnel who will work
under him could also be taken from the Directorate.

11.5.15 The Research and Statistics wing should have
the following major functions:

i) supervision of the collection of statisticsg

ii) designing the means and methods of collect-
ing data;



iii) carryving out sample su-veys of the trade,
transport and other sccters of the State
€70 NoTmy ¢
iv) continuing analysis of the de=ta collected
i1g renorts for the henefit of the

officia’s and policy makers;

v) cnelisic of The impact 2nd effeets of pro-

poscd ounres in structure or rates of taxa

11.5.16 TFor an efficiert administration of the tax
system and for the evaluation of its impact, it is
necessary te hwe disagzgregated, accurate and up-to-
date inforastion on the various aspects of the different
taxes. The mcod lrmortant aspects in regard to which
data should bz col_ectcd ani maintained relate to the
nmumber of taxpayers, the distzibuiion of taxpayers by
gsize of income, turnover or other basis of taxzation,
classification of turnover and yield by commodities in
the case of sales tax, the impact of the different taxes
on cost of production and the position of arrears in
relation to collections for each tax. Information on
all these agpects has to be collected through the device
of the proper returns, conducting of occasional surveys
and the flow of inform~ation on administrattve details
from the field units to the headquarters. Of these the
most importart means of colleecting information is the
basic tax return itself. ! One of the first tasks of the
strengthened research and statistics wing should be to
review the existing tax return and to prOpoSe new ones
in their place.
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roining cnd resruitment

11,5.,17 Under the existing system, ins-occtors of taxes

ant o superintendents of toxes ~re protly ooomoted Irom

-

the lover ronks ~nd »nartly recruit«d directly. 75 per

ceat of I'e are promoted from the rrnks of elorks ond
rsglstants cnd the remtining 25 per ceit rrs direetly
i of “tnxes,
50 per cent are promoted frov thoe roaks of Ilnsnecteor
of tazes ~nd 50 per coent ave direcilv reeruited. The
posts of assistant commissioncr of taxes nnd deputy
commissioner of taxes are fiiled solely through pro-
motion.

11.5.18 The minimum qualificotion for clerks as well
as of inspector of taxes is matriculaiion, whilec thnt
for direct recruitment of superintcndent of taxes is
graduation, since 75 per cent of ianspectors of taxes are
drawn from the ranks of clerks ~nd¢ 50 vper cent of
superintendents of taxes are drawa from the ranks of
inspector of taxes, 37.5 per cent of superintendents of
taxes would consist of individuals who enter n2s clerks
and 12.5 pe~ cent would consist of persons who enter as
inspector of taxes, 2and hence about 50 per cent of the
superintendent of taxes could he expected to be just
matriculates. It would, therefore, be fair to conclude
that the general educrtion level of superintendent of
taxes would not be too high.

11.5.19 Added to this is the fact thet meither ins-
pectors of taxes nor the directly recruited superin-
tendent of taxes are given any special training in taxa-
tion matters., It is indeed surprising to note that a



uperintendent of taxes directly recruited by the AssamPublic

1

Savice Couiissl on is straigh

R

ed to undertzke the
agssessment of tax liability. It is also necessary 1o
noint out that there is no provision for refresher cours-—
es for officers who have been in the departmest for aous
time or for advanced training of seunio: officilals who

may be considered for promoticn to higher yavks in course

4

of time,

11.5.20 We Dbelieve that there should be some change in
the system of recruitment and that without undue delay
arrangements must be made for the adequate training of
new entrants as well as for refresher courses to be
conducted from time to time. The Taxation Department
is especially weak at the upper levels. The general
standard of sophistication and of educational qualificaé
tions not being very high, it is going to be difficult
to find suitable persomnel with the requisite knowledge,
initiative and drive %o man the additional posts at the
headquarters that are to be created according to our
recommendations. This problem has both its short-term
and long-term aspects.

11.5.21 In the long run, attempts have to be made to
raise the general standard of the officers of the de-
partment. We realise that it would be politically diffi-
cult to change the proportion of direct recruitment to
promotion in favour of the former at the level of ins-
pector of taxes or of superintendent of taxes without

in some way compansating the aspiring candidates from
the ranks. We would, therefore, recommend that as far

as vacancies of inspector of taxes are concerned, 50 per
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cent may be directly recruited througsh a competitive
exemination with the proviso, however, that all the
existing staff in the rank of clerks bte niven the
opportunity to appear ai this exaninse’ ion provided

they are below the age of 35 years, The other 50 per
cent reserved for promotion would tsi-e care of more
senior people in the ranks of clerks who would oot be
able to avail themselves of the oppeortunity to tske an
examination, The change that we have recommended would
serve to raise the standard of intelligence and ability
of the inspector of taxes and, therefore, superintendent
of taxes in course of time, but this is a long-term
proposition,

11.5.22 As far as the short-term is concerned, improve-
ment in the general level could be brought about only
through the introduction of new blood at the interme-
diate stage. For this purpose, a new category of
"senior superintendent of taxes" should be created.

This would have a beneficient effect in the'long run
also. The grade for the senior superintendent of taxes
should be B, 745-35-1025-EB-40-1275. The senior superin-
tendent of taxes should be directly recruited through

a competitive examination and the candidates for this
post should be required to be graduates in Economiecs,
Commerce or Laws, with not less than 50 per cent marks

in the aggregate in their B.A, or B.Com, or 1L.B degree
examination., The purpose of creating this category
would be lost if we should reserve a quota for promotions
because in any case the number of these posts will be
gmall. To begin with, we would sugrest that five senior
superintendent of taxes should be recruited; in course

of the next 5 years this number should be increased to 10,
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11.5.23 It will be noticed that the »roposed sca
the senior superint-ndent of taxes overlaps with
existing scale of the superintendent of taxez, It
should be made clear that as far as promoticn to the
rark of assistant cormisgsioner of is concerned, those
in the new categorics of senlor superintendent of taxe:z
and superintendent of trozes themselves would be consli-
dered at par, that is to say, 2oth of them would ve
eligible to he promoted to higher ranis on the basis

of merit.

'11.5.24 As stated carlier, no proper facility exists

at present for the training of the officers of the
department. The department must, as early as possible,
establish a training school of its own under the princi-
palship of & deputy commissioner of taxes. The deputy
commissioner of taxes will be overall in-charge of the
training programmes for newly recruited persons and also
of refresher courses and any in-serviée programmes for
middle level and senior officials. In this connection,
it is of interest to know that the Bastern Zonal Council
has recently discussed a proposal for starting a Train-
ing Institute for sales tax officers in Eastern Zone..
However, no practical step has so far been taken to-
wards this €nd, perhaps, because of lack of finances.

We would suvygest that the Government of Assam should
establish a Tax Training Institute of its own, if
possible, with the collaboration of some of the neigh-
bouring States who may be willing to share in the total
capital as well as running costs. This would be a
worthwhile proposition even if no subsidy is received
from the Central govermnment for this purpose.
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Enforcement

11.5.25 The enforcement wing does not at present have
any worthwhile support from the statistical cell., If
our proposal for the establishment of a full-fledged
research and statistics wing is accepted, in course of
time, adequate information would become available through
the periodic surveys that will be undertaken by the

said wing, for roping in various zroups of tax evaders.,
Besides this, enforcement work would become much more
effective if the number of checkposts is increased

(as suggested earlier) and they are adequately staffed.

11.5,26 The enforcement wing does not have a police
cell, wherever necessary, assistance from the police
is sought by the wing. However, during the last few
years there has been in existence a Bureau of Investi-
gation (Economic Offences), headed by an officer of
the rank of inspector general of police, This Bureau
has also been examining cases relating to sales taxes.
We feel that the present arrangement of the department
seeking the agsistance of the police when necessary is
& satisfactory one and should continue.

eals

11.5.27 Under the existing provisions the first appeal
is made to a person working under the administrative
control of the commissioner., This does not seem to be
appropriate. In this connection,the observation of
the Law Commigsion in its Twelfth Report on income tax
may be noted. To quote, "On principle, it may appear
objectionable that an agency which is under the direct
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control of Central Board of Revenue should be vested
with jurisdiction tc hear appeals from the orders of
the income tax officer., Justice should not only be
done, but should appear to be done and inspire confi-
dence in the persons concerned. It is an elementary
princinle of the law that a person should not ve judgec

-

in his own cause." The same objection could he enplied
to the proccdure whereby the assistant commissioves o7
taxes (Appeals) or the commissioner of taxes works as

an appellate authority for the cases assessed by offi-
cers working under him. On the part of the department,
it is claimed that the appellate authority is not given
any orders or directions in relation to this appellate
work and that he is, therefore, exercising independent
judgement. However, it is clear that influence could
be brought to bear on the judicial mind in many subtle
ways other than the issue of explicit orders. It would
not be entirely without justification if the public
should assume that departmental appellate officers would
be unconsciously following the wishes of the department
in giving decisions and would hegitate before taking a
view which would not be entirely palatable to the de-
partment., We would, therefore; urge that the avpellate
authority for tax matters should be separated from the
main body of the administration.

11.5.28 With this objective in view we would urge that
consideration be given to the establishment of a tribu-
nal for the taxes administered by the department, along
the lines suggested by the Taxation Enquiry Commission
(1953-54). The tribunal should consist of senior persons
having judicial, accountancy or business experience.
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Thiz tribunal would be the revisicn authority. The
assistant commissioner of taxes (4ppesls), who are at
present working under the supervision of the commissioner
of *nxes should come under the tribunal. These two
appellate authorities should be independent of the
cormigsioner of taxes., If exverienced and kncwledgazable
persons in the different fields mentioned zvove are
gppointed to the tribunal, that bvodr weuld be @2le to
inspive confidence in the minds of the public and the
entire work releting to appeals could be improved.

Advisory committees

11.5.29 At present there is no means of formal contact
between the Taxation Department on the one hand and the
agsegsees and the~general public on the other. We feel
that it will be of great advantage to constitute a Taxa-
tion Advisory Committee consisting of representatives
of sectors of trade and industry directly affected by
the various taxes. The joint commissioner of taxes
could be the convener of this Committee. The Committee
should be convened at least once every quarter and vari-
oug problems relating to tax administration, tax compli-
ance, convenience to tax payers and ambiguities in law
could be discussed at these meetings. The Committee
could also request the department ® undertake studies on
particular aspects of the functioning of the tax system.

11.5.30 If the Tax Advisory Committee at the State level
functions successfully and proves to be useful, the
Governmment may think of constituting Local Advisory Commi-
ttees, at the level of each division which could also
serve purpose of bringing the body of the tax payers and



the Taxation Department together at =2n informal level,
These locel cormittees could be used as a “orum by the
department to explain changes in the provisions o Taw
alongwith the justification for chenges as also to
familiarize the tay paying publi~ with the provision

of new legislation that may be introduced,

Office premises and ameni*ies

11.5.%1 As th: State waa reorganised in 1977-71, ths
headquarters office was shifted from Shillong to Gauhati,
At present this office is housed in temporary, hired
accommodation. The space occupied by the headquarters
office is quite limited. For a proper functioning and
staffing, the headquarters would require four to five
times the space at present occupied.

11.5.32 The offices of the superintendent of taxes that
we visited were also accommodated within small buildings.
and were without several amenities that should be provided
to the visiting assessees such as sitting accommodation,
provision of drinking water, space to move about, etc,

It is important that the offices of the scles tax officer
be located in more spacious building.



XI1., SUMMARY OF COMCLUGLIONs AWD
RECOMMENDATTIONS

1. General Economic Background

12.1.1 The State of Assam is situated «t the periphery
of India and is endowed with rich natural recources.
The areaz under forest, accounting for 28,500 sg. kms.
forms around %5 per cent of the to.al area of tae Liats,

(vara 1.1.1)

12.7.2 scceording to the 1971 census, the total popu-
lation of Assam was 1.46 crores and the density of popu-
lation was 186 per'sq. km. The population in the State
increased by 23 per cent during the decade 1961-714.

(para 1.1.2)

12.1.3 During the period 1960-61 to 1975-76, per capita
SDP of Assam increased by 0.9 per cent from t5.251.3 to
k3.297.9 at current prices, while the per capita income in
the country rose by 1.1 per cent from (5.293.2 to 15.348.8.
The SDP of Assam measured at 1948-49 prices increased
relatively more than the NP of India, but the per capita
income of Assam increased at a relatively slower rate than
that of India as a whole.

(para 1.2.1)

12.1.4 Among the different sectors, agriculture has
grown at the lowest rate, and its contribution to SDP
when measured at constant prices has declined during the
period 1960-61 to 1975-76. The service sector has grown
at the highest rate, and it is noteworthy that manufact-
uring, mining and construction have increased their share
in SDP.

(para 1.2.3)
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12.1.5 The change in the compcsition of »u¥ at con-
stant prices indicates that the Industrial sector has
grown =t a rather low rate. <he poor state of indust-
rialisgtion of the sState can be ascribed to many reasons.
The State is characierised by hilly areas. The infra-
structural facilities like motorabie roads and power
generation are inadequate. Anctaer important reason is
that = substantial part of earnings of sucia seascnal nmigrants
which are saved are not available for being ploughed
back into the economy and are remitted outside the State.
Similarly, tihe corporate sector and trade are in the
hands of persons exercising control from outside and

who are remitting profits outside Assam. Such remitt-
ances are not benefiting the economy of Assam either

by way of additional investments or by other spread
effects.

(paras 1.3.6, 1.3.8)

12.1.6 Rail and road-borne trade indicates that the
commodity flows into and out of Assam are more or less
balanced. There is a regular outflow of monetary inzome
also from Assam. The monetary outflows exceeded the
inflows by 9 per cent of the State income.

(para 1.5.1)

12.1.7 Assam remains a backward State in the field

of power generation and its use. The pace ef rural
electrification is very slow. The use of power for agri-
cultural development was given little attention, for

it was believed that the State d4id not need much of
irrigation faciljties due to abundant rainfall.

(para 1.6.2)
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12.1.8 Railways serve as the maiii communication link
between Assam and the rest of Incia. woince rail tran-
sport cannot reach the interior nili areas, they are
entirely dependent on roads, but tae position of sur-

faced roads is also worse.
(para 1.6.3)

12.1.9 Anotier important =aspe:t .f tie economy is that
Assanm acts as a centre for procurcment otf zcous from
other parts of India to be supplied to a number of
smaller States and Union Territories surrounding it.
This entrepot characteristic of the State is of consi-
derable significance,

(para 1.7.3)

2. Review of the state Tax sttem

12.2.1 The tax system of the State of Assam has under-
gone perceptible changes over time, in terms of both thne
absolute and relative contributions of different sources
of revenue to the btate Exchequer. Relative ¢ontributions
have substantially changed over time, and according to
Budget dstimates for 1377-78, grants-in-aid contribute

40 per cent of total revenue followed by State taxes

(26 per cent), shared taxes (19 per cent) and non-tax
revenue (15 per cent)., More than half of the revenue

of the State are derived from the Centre. The most sig-
nificant pojnt to note is that in the all-btates' picture,
the share of States' own taxes has increased and is now
47 per cent, wihile their share in Assam has fallen and

is now mygh lower than the all~States' averae at 26

per cent,
(para 2.1.1)



ohe taxes nas elseo fallern xuo

12.2.2 he
the three neighbouring i Sz on 3.7, Oricsa and wWest
Bengal., bBub tre perceats= e Inll nals veen rioiih less tnan

lation to tihie sll-dtates

in Assem. Thus, not oniy 1in
aversge, but also in corparison wit. the situation iu
the neighbouring states, there has been a marked decline

in the importance of own tax revenue in Assam.
(peres 2.1.2, 2.1.%)

12.2.% The vales tax groups consisting of the general
sales tax, the Central sales tax, sales tax on motor
spirit and purchace tax, has remained the most significant
source of revenue and its relative contribution has
increased from 23.5 per cent of total State tax revenue

in 1960-€1 to 44.6 per cent in 1;76-77. The share of
agricultursl income tax, which was around 22.8 per cent

in 1960-61, declined to 8.6 per cent in 1970-71, but again
rose to a record 27.6 per cent in 1976-77, exceeding the
share of even tne general sales tex. It would still be
true to say that the sales tax group occupies the central
place in the oversll tax structure of the state.

(para 2.2.1)

12.2.4  4s regards other State taxes, some have more or
less maintained their sroportionate contribution, while
the rest have significantly declined in fiscal signifi-
cance. Taxes in the former category are the profession
tax and stamp duty and registration fee among direct
taxes and the passenger and goods tax, motor vehicles tax,
entertainment tax and electricity duty among indirect
taxes. Although sales taxes play a somewnat smaller role
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in Assam than in the neighrowing btones, their tex
structures are more diversificd tnan taat of Assam,.

wparas 2.2.2, 2.2.5)

12.2.5 The buoyancy and elasticity coefficients of
Assam's tax structure for the period 1963%3-64 to 1975-76,
at 0.81 and 0.70, are significantly lower than the all-
India avera.cs of 1.26 and 1.02 roespsctively. wsven as
compared to the bucoyancy aund cels.civities of States taxes
of three major Ltates in the easteri region, Assam's
are low, in act they are the lowest among the States
compared.

' (para 2.3.3)

12.2.6 Assam was able to capture, on an average, only
[s.2.79 as tax revenue through its State taxes (1;.2.01
through indirect taxes and K.U.78 through direct taxes)
of every increase of :5.100 of SDP during the period
196%-64 to 1975-76. The rate is just 45.7 per cent of
the all-India average of i5.6.10 per 15.100 and lower than
what the neighbouring States could achieve,

(para 2.3.10)

12.2.7 Among tne individual taxes in Assam, the general
sales tax and the Central sales tax, e¢lectricity duty and
the entertainment tax were highly buoyant. 4ll but the
last were also elastic and the entertainment tax had

an elasticity near unity. <The buoyancy and elasticity

of Assam's sales taxes are higher than thove in wWest
Bengal, Bihar and Orissa.

(paras 2.3.13, 2.3.15)
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12.2.8 48 far =8 mobilising additional 3o reveaue
: K A g R N by rg E et Rl o T e 9l 3
18 conecerneq, oull analy £18 S00wWd wilat Ll CilO4Le aiiiv

ined during 1564-65 to 1366-069 was not kept up, tus wos
considerably sisckesed during 1363-70 to 1375-70. whil.
during the former period, over half of the increase in L
revenue Seems Lo have becn due Lo additional tax measured,
in the latter thc corrcsponding contribution of additicaal

tax measures was only aboubt i posr cent.
(para 2.%.18 to 2.5.20)

12.2.9 The tax burden can be measured either in per
capita terms or in terms of tne ratio of taxation to
income. aAs of 1975-76, the per capita tax burden in
Agsam is only k5.%4.8 as compared to the all States'
average of 15.59.7. Hdowever, tae ner capita tax burden
was higner in Assam in tnat year than in Bihar or Orissa.
As of 1975-76, the btote tax ratio in Assam is distiactly
lower than that for all Steates taken together., It is

also lower than in west Bengal, bubt higher than in both
Bihar and Orisga. It can, therefore, be concluded that
the burden of State taxes in relation to¢ State income in
Assam compares favourably with that in two of the less
developed neighbouring States. For purposces of tax policy
formulation, however, it nceds to be borne in mind that
the tax ratio in Assam is well below the national average.

(paras 2.4.2, 2.4.3)

12.2,10 It is secen that if allowance is made for diff-
erences in per capita income and the degree of urbanisation,
Assam is shown to make more or leéss average tax effort,
whereas such States as Karnataka, Kerala and Tamil Wadu
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are shown to »e maling tax effort significantly above
tre average., It would be fdir to conelusc that trere
is scope for further utilisation of th: trxable caje-—

city of the State,

3. An Aporoach to the Reform of the Stats Ta
Systen of Assam

12.3.1  The lower tax ratio in fcsor sz "o erynlained
by the lower per canita ircone 2nd tro lowor dsgrec of
urbanizavion, Put even 1T alowancos arce made for these
two factors, the performance of Assam is nct significantly
above average. The task of tax reform in Assam has to

be based on the premises that the level of taxation in
Assam c¢an be significantly increased and that there is
urgent need to incre2se the income elasticity of the

system,

(para 3.,1.2).

12,3.2 It can be expected that as industrialisation
proceeds and brings in a greater degreec of urbanisation,
the elasticity of the tax system would improve., At the
same time structural changes in the tax system and admi-
nistrative improvements are also needed to impréve tax
performance, In a relatively under-developed State such
as Assam, the way to raise revenue in the long run is

to promote industrial development and to re-fashion the
gtructure of taxation so that it cnn cap¥tre automntically
@ sizable proportion of the ~dditional incomes gencrated
in the course of develoovment, It would be counter produ-
ctive to raise rates without due regard to economic con-
siderations in an attempté to maximise short-term revenue,

(’39103)
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12.2.3 Phe tax system of State 15 = sub-system in

tac serie taat it covers only 2 poot of tiae serritory

of the nation., In building = tex syctem within a
region, the possibility of diversion of trade and invies-
trent has to bo kept in view., osuca a poseibilivy acts
a8 a constraint and to sonme extent once 1z forced to fall
in line with the average behaviour of tie nulghtouwring
-

,
SLaLeS,

{para 3.2.1)

12.3.4 The aim of a otate government would naturally

be to maximicse the flow of revenue to itself, but in
attempts to do so it is neccssary to keep in mind broad
national objeetives, inter-dependence of the different
parts of the country and inter-State equity. 4t the same
time, a State government has to safeguard its cwn intcerests
and would be justified in adjusting its tax structure so

as to extract contributions from the major secctors of
cconomic activity within its borders.

(para 3.2.2%

12.5.5 The basic objectives of tex reform have been
conceived to be to evolve a structure of taxation for
Assam which is (i) income-elastic (ii) equitable

(iii) conducive to rapid economic development (iv) in
consonance with the tax structurcs of the neighbouring
States and (v) in conformity with national guidelines.

(para 3.%.1)

4. Agricultural Income Tax

12.4.17 The two taxes falling on agricultural income
are the land revenue and the sgricultural income tax.
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Although, unlike in most other otates, therc hore Loen
periodic resettlements of land roevenue in dssan, tne
yield of that sourcce oi revenue hns been lagsing far
behind the growth of LDY and of agricultural iaconc.
Assan is one of the five vtates which effectively lovies

200G adminigsters the agricultural income tax. The revenuc
from the agricultural income tax 1n Assam is alnost cntirely
derived from the tax on tne incomus of tea plantations.
buring 18u-61 to 1976-77, thc percentage sharc of tnoe
agricultural income tax in State tax revenue has been

widely fluctuating ranging betwoeen 4.2 per cent and

27.6 per cent. ,
(paros 4.1.1, 4.2.3, 4.2.4)

12.4.2 As in the case of the general income tax, the
rate structure of the agricultural income tax in Assam

is bascd on the slab system. The rates of the tax on
different slabs range between 14 per cent and 70 per cent
of the amount by which total agricultural income exceeds
Fs.8,000. The highest progressivity in tax ratcs is witne-
ssed in Karnataka (2.16) followed by Kerala (2.15), Assan
(2.07), West Bengal (2.03) and Tamil tiadu (1.89). In the
case of companics, unlike corporation imncomc tax, the
agricultural income tax is lcevied on & more progressive

basis.
(paras 4.3.7, 4.3.9, 4.4.3)

12.4.3 The analysis of asscssment data reveals that
advaice payment of the tax arising on account of self-
assessment constitutes the bulk of the total demand during
a year. It incrcascd from 2.2 per cent of the total
demand in 1971-72 to 91.2 per cent in 1976-77. The



[
(Y
~J
O

i

o

proportion of =zrrcars hos soae dowi from 13 per coeiit
in 1971-72 to 7.5 per cent in 1972-77. ias smeunt of
arrears have remained rore or lessg st vionawy resulting
in a declining trend in the ratio of arrcars to colloe-
tion. Assumlng 10 per cent as the normal leovei of
arrvars, tge problem of arr-uars can be saild to be of

a scrious dimension in this tax., Un the basis of infor-
mation avallable in the Jaxation wvepartrent, it scems
that the experiment of having a supcrinteadent cof taxes
(Recovery) for Gauhati has been very successful. We
rccommend the way for having a ouperlntandbut of taxes

(Recovery) for Tinsukia also.
re

-~ (paras 4.5.17, 4.5.20, 4.5.22)
12.4.4 Among tne modes of tax vvasion, tnc most impor-
tant is through the under-reporting of incorwe With only
two officers working for the agricultural income tax, it
has been very difficult to enforce this tax and minimise
the extent of under-reporting of ilhcomes.

(par= 4‘5 W24)

12.4.5 The costs of collection of the ayricultural
income tax are seen to constitute quite a low proportion
of the yield from this tax, 0.4 per cent in 1965-66 and 0.1
per cent in 1976-77. The low cost of collection can
:Pe ascribed to,a small number of staff cngaged in the
work of the assessment and collection of this tax, as
well as to the accceptance by the Taxation Department
of the assessment cf incomes of tea companies made by
the Central Income Tax Department.

(paras 4.5.25, 4.5.26)
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12.4.,6 The agricultural income tax falling en non-tees
sssessees yields only around i#s.34%,0CC z year. IS may
not be worthwhile to increase the number of nfficers

and the cost of collection, because it is very deubtful
that, as a result, there will be anything like a pro-
portionate increase in revenue. In the situatien pre-
vailing in Assam, we feel that it is nececsury to

think of an alternative way of getting a proportionately
‘lsrger cantributien from the better off agriculturists

rather than continue to rely on the agricultural income
tax.

(para 4+.6.1)

12.4.7 1In any case it would seem that the existingA
exemptien limit of Rs.8,000/« is too low in the sense
that the Gevernment is enly able to get a very meagre
contributien from those whose incomes are Rs.2,000 to
Rs.3,000 above this 1limit. Indeed it weuld be alto-
gether beneficial if the exemption limit could be
raised to Rs.15,000/-. Then the Inceme Tax Department
would have te deal with a small number of assessees ard,
therefore, cguld profitably concentrate on the bigger
cases. We would suggest that the raising of the exemp-
timn limit for the agricyltural inceme tax teo Rs.15,000
should be accompanied by the levy of a progressive sur-
charge on land revenue. Resettlement operations in
regard to land revenue have been regularly taking place
in Assam. Therefore, the levy »f a surcharge en the
basis of land revenue could not be subject to the usual
argument that it would tend to exaggerate the distertiens
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zlready present, which may be true of sStates in wailch

ro resettlement aperation has taken plac: Tor several
decades. The existirng 30 per cent surchargze may be merged
with the proposed progrsssive surcharge. oSince the
agricultural income tax would continue to be lavied on
incomes above Rs.15,000, it should be provided that

the surcharge on land revenue would be given credit

against the agricultural income teX pald in thosce cases.

(paras 4.6.2 to 4.6.4)

12.,4.8 Raising the exemption limit from Rs.8,000 to
Rs.15,000 would require some restructuring of the exist-
ing rates of the agricultural income tax. The revised
rate schedule may be as given below:

Income level Rate
(Bs.) (per cent)

0 - 15,000 C
15,001 - 20,000 20
20,001 - 25,000 30
25,001 - 50,000 40
50,001 - 75,000 50

75,001 -1,00,000 60
1,00,000 =-and above - 70

(para 4%.6.5)

12.%.9 We feel that it would be proper from many peints
of view for the Government of Assam to subject the
incomes of tea companies to the ratec~ applicable to non-
agricultural corporate incomes under the Central income
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tax. Yorcign companics could be subject to the sanmo

ratc of tax as proviecd for under the Coentral Inconu

Tax Act for the non-~gricultural income of such compani.s.
As far as domcstic comprnics arc concerncd it could be
argued that the sane rates s wre provided for under

the Central cnactmont could not be acpplicd boecausc in
the casc of income from tea companics, it is not possible
for the State government to tax the dividends in the
hand of the sharcholders. In order tunat thers ngy be no
loss in revenue in any given year the switch over to the
corporate tax structure mgy be made gradually. It is
~open to the Government to impose a surcharge on the basic
corporatc tax if circumstances should arise¢ in which
companics would be making abnormal profits.

(para 4.6.6)

12.4.10 According to calculzations made by the Taxation
Department, the aggregate income of company asscssees
has gone up by about 65 per cent as a2 result of this
spurt in the tea prices in the world. On the other hani,
according to onc calculation madc by the same department,
the incidence of Central and Statc taxces on production
and income of teca companics comes to only Rs.1.83 per
kilogram. ©Should tea prices declinc there would be case
for a lowering of the average burden of the agricultural

income tax on tea companics. This could be partly
achieved by the switchover to the corporate tax structure.

Meanwhile, it would be worthwhilc for the Government to
cont inuously keep under review the inpact of the income
tax on companies on the funds available for redevelopment
of 0ld tea estates and development of new oncs,

(para 4.6.7)



:1vais of Structure

12.5.1 The &sszu vales Tax Act was intreduced to levy
“ uoint effective from

a
December 24, 1947, the Lssam Finsnce

E sales TaX was a
first point levy on & few commodities levied with effect

[

from July 1, 1¢56. she -ax on motor spirit znd lubri-
he

1

en substituted

[

cants was firet levied in 1939, but h:s

n

by a new enactment czlled the Assam (sSzlzs of Petroisum

&

and Petrdleﬁm Products includirg otor opirit and Lubri-
cants) Taxatian Act, 1955. Lixke many other States,
Assam also levies a purchase tax on some commodities
through the Assam Purchase Tax Act, 1957.

(para 5.1.2 to 5.1.5)

12.5.2 Though of comparatively recent origin, sales
taxes have come to occupy a very important place in the
fiscal structure of Assam. Aleng with the tramendous
growth in absnlute terms, the relative importance of
the tax has also increased over the years. During the
period 1960-61 to 1976-77 sales tax revenue increased

at a compound rate of 15 per cent per anrum. During the
same period, the growth of tax revenue excluding sales
taxes was of the order of 5.6 per cent per annum.

(paras 5.2.1 to 5.2.3)

12.5.3 AST and AFST denote the last and the first point
taxes, respectively. Whereas the State collected more
than 50 per cent of the revenue in 1960-61 from the last
point tax, the yield from it has come down to a meagre
10 per cent of the total yield of sales taxes in 1976-77.
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This shift is mainly due to the shift of comuodities

from the last point to the first point levy. The revenus
ram the sales tax on petroleuw products and lubricants
(ST ) has shown a trend similar to that of the comoined

revenue from AST and AFST. The Central sales tax (CST)

has recorded a very high rate of growth. OSuch a high

period rate of growth is attributablie to a special fact;r.

(paras 5.2.5 to 5.2.7)

12.5.4 The commedity composition of yield of State
sales taxes highlights the fact that the State is
heavily dependent upon petroleum products.

(para 5.2.9)

12.5.5 Altheugh the buoyancy af sales taxes in the
State is higher than that of a few neighbouring States,
it is not high when compared te many sather States. The
income elasticity of total sales tax revenue in Assam

is not high as compared to many other States. It is of
the order of 1.4 as compared to 1.6 in Bihar. Although,
it is higher than in West Bengal (1.2), it is much
lower than in many other States where the elasticity

is of even higher magnitude.

(paras 5.2.10, 5.2.11)

12.5.6 As in other States, in Assam too, various exemp~
tions are granted from the sales tax. First come' goods
which may broadly be considered as basic necessities.
The second type of exemptions are granted for goods sold
to,. or by particular social or economic institutions or



units. Thirdly, thers are exemptions granted in order
to fulfil obligations srising from inter-State or inter-
national agreements. Fourthly, certain producer goods
or inputs used in sgriculture or by smell scale indust-
rics arz exempted. Lastly, there zre some exemptions
from colas taxgltion granted becguse The god0s cencornii

gre Peaod under g different statutz by the Liste |
itself or by the Union goverrnernt through =n agrserent
ith the States.

(paras 5.3.1,5.3.2, 5.3.9 to
5.3.9)
12.5.7 The rate structure ef general sales taxes in
Assam is fairly simple,; there are seven rate categcries
under gencral sales taxation applicable to various goods
other than liquor. The major aspects of the tax structure
are as follows. 1Iirst, the differential and higher taxa-
tion of certain categories of goods is sought to be achis-
ved through the first-point levy. Sccond, low rates of
tax ranging from 2 to 4 per cent are applied to goods which
are necessities, or are agricultural or other basic raw
materials, or are covered by the list of declared goods.
There is then a 'general' rate, applicable to the majority
of goods, which is 6 per cent under AST and 7 per cent
under AFST. Lastly, special rates on luxury goods and
liquor, to which the higher rates ranging from 12 to 25
per cent are applied. An odd rate of 10 per cent is
applied to cement. The reason for this special treatment
is not clear.

(paras 5.%.1 to 5.4.3)
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12.5.8 The fact that many necessitics are exempted, or
if taxed, are taxed at relstively low rates, and the
higher taxation of non-necessities and luxuries, serve
to make the tax structure broadly progressive.

(para 5.4.4)

12.5.9 Apart from the general sales taxes (AST and
LFST ), there are of course ths purchsse tax snd the
M5T. Retes of purchsse tax very between 2 and % per
cent.

(para 5.k.5)

12.5.10 The main point about.the rate structure of the
MST to note here is that most of the rates under the
MST are specific rates.

(para 5.4.6)

12.5.11 A comparison of rates of generzl sales tax in
Assnin with those in the States in its neighbourhood
reveals that the level of taxation of necessities in
Assam is the same as that of West Bengal but is relati-
vely low in comparison te Bihar and Orissa.

(para 5.4.7)

12.5.12 In Assam althopgh certain inputs are exempted
from tax and a few others are taxed at a moderate rate,
no systematic or comprehensive exemption is being granted
to inputs so0ld to manufacturers. Two inputs that are
exempted are sugarcane and chemical fertilisers. All
other inputs are now being taxed either at 4 per cent
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or =t 6~7 p2r cent. The lower rate of 4 per cent is
chargad only if the raw materials happen to be declared

goods.,

(para 5.5.2)

12..5.13 The ASI does provide for tre grant of conces-
sional trestment to, or total exeumption of, ruw msterials
sold to menufacturers, which would be physically embo-
died in the final products. Hotwithstanding the provi-
sion, no rules have been framed under the Act. Again
in the Assam Finance (Sales Tax) Rules, 1956, a provi-
sion for exemption for sales tax paid or raw materials
was made. At the time of enactment the provision was
unconditional. It was changed in 1971, making the new
clause retrospective from January 1, 1965. In the
revised rules, some conditions were laid down for the
refund of the tax.

(para 5.5.3)

12.5.14 If the sales tax system of the State is to
subserve broad social and economic cobjectives and if it
is to be a flexible instrument in the hands of the
State, it is imperative that the separate enactments
levying different sales taxes be unified into a single
integrated Act. The consolidation of the different Acts
into a single Act may be seen to be the prereguisite for
steps that need to be taken towards the rationalisation
of the sales tax system and improvement of its adminis~
tration.

(paras 5.6.3, 5.6.4)



A
[
w

|

12.5.15 As of nrw, among Tne commotities subjected to

ne general sales tawes, 6% comnodity groups are taxed

Cr

at the stage of first sale zsnd tae rest at the last
point. The choice bstween the first-znt ths last point
levies seeme to have been decided largely, or even
mainly, on administrative censideration, inciuding the
fact that under the first-point levy, 2 large .oumber

of dealiers would be freed ..f the oblization to dezl with
sales taXx officisls. But the eccnomic considerstions
gre no less important. The aim should be to build up a
tax system which, while being income elastic and produc-
tive of sufficient revenue, also satisfies major economic
criteria and fulfil the State's as well as rational
objectives. '

(paras 5.6.5, 5.6.8)

12.5.16 We recommend that the first-point tax be levied
on the 27 commodities listed in the text, because the
administrative advantage of the first-point tax would be
overwhelming in their cases. In respect of those commo-
dities, where there is a large risk of evasion at the
first point, it would be of advantage to have a double-
point tax. buch commodities are. toilet articles, elec-
trical goods, hardware, building materials, mutor parts
and accessories, carpets, machinery, chemicals, timber
and plywood. The products subjzcted to the MST and those
that would be brought under the purchase tax may be
taxed (as now) at the first point. All other commodi-
ties (excluding exempted commodities to be discussed
below) should be subjected to the last point tax.

(paras 5.6.11, 5.6.13, 5.6.14)
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12.5.17 ‘‘he turnover cxermption Jevel for dealers in

last point ocds be raised from tae present ...12,000

to . 40,000 in two stagesy first tc 0 ..30,000 and sfter

3 years to [.,40,000. The increase in tue exemption leves
will not lead to any fall in revenues because what we

s

o esgentially doing is to suilt the point of taxation
to an ecarlier stage, thal is, to the siage of dealers
naving a turnover of ...20,000 or 1:.40,000, On tae con-
trary, as a iesult of the reduction in the number of
assessees to be dealt with, we magy expect an'improvement
in administrative efficiency which would tend to boost
revenues.

(paras 5.6.14, 5.6.15)

12.5.18 e recommend that edible oils, including rape-
seed oil, mustarg . oil, aud ghee be taxed at the last-
point gt the rate of 4 per cent.

(para 5.6.17)

12.5.19 There are some articles such as pencils, writing
paper, ink, nibs, erasers etc., which are exempted from
ta¥, on the production of a certificates from the head

of an educational institition to the effect that these
articles are needed for use by students. This type of
conditional exemption dependent upon production of cer-
tificate is not only cumbersome in operation but is also
susceptible of abuse. We recommend that this provision
be deleted and the relevant goods be brought under tax

at 4 per cent.

(para 5.6.18)

12.5.20 wWe would recomrend that tae wovernment should
carefully re-consider the desirability or otherwise of
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granting complete exemption in the following cases:
gyurvedic, home&xpathic and unani medicines, Zndi and
Muga cloth and hand woven silk clota (¥at) when produced
by co-operatives. 4 tax at a mocerastce rate of 2 per cent
may be levied on the now exempted medicines, subject to
admninistrative feasibility. As regards Sndi, Mu.a and Pat,
these are all products to be placcd in the class of
luxuries. sowever, since they are being produced in the
handloom sector, they are ndt to be taxed at luxury
rates. We would, therefore, suggest that the uovernment
might examine the implications of levying a 4 per cent
rate of tax on these silk varieties.

(para 5.6.19)

12.5.21 Since vikkim has become part of the Indian
-Mission, it does not seem necessary to continue the
exemption in respect of goods exported to that otate.

wWwe recommend that the Government may remove the exemption
after ascertaining whether other oStates are continuing
‘to grant such an exemption.

(para 5.6.20)

12.5.22 As regards inputs, re-consideration of the com-
plete exemption granted to cotton, sugarcane sold to
factories and rubberised sheets and waterproof fabrics

is necessary. In our view, the low ratc of tax that

we are recommending for the taxation of inputs sold to
manufacturers, could be applied to cotton and sugarcane.

And the tax on the latter could veary well be a purcuase tax.

(para 5.6.21)
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p e

12.5.2% A regards nocessitics, we would reccommend that
tard and rape seed oil be tared at 4 per cent. The

purchase tax on paddy be abolishod,

(perss 5.0.2%, 9.6.24)
12.5.24 Mozt Jluxury goods arc now vaxew at 12 per cent;
St there are some articles iike gold smd cmbrolder
work, ladics hand-bpugs and veniss purces, all kiacs of
leather goods cxcluding footwear, ftable cutlery, china-
wares and fire works which arc taxed at the rates of
6 and 7 per cent. We recommend that thcse goods snould
be subjected to - tax at the rate of 10 per cent.

(para 5.6.25)

12.5.25 1In the case of raw materials, the ultimate aim
should be to provide full sct-off in respect of taxes
paid on all inputs used for further production including
consumable stores. Sucn a provision for a set-off only
means that a manufacturcer pays tax on his output and
claims a refund for the taxes ae has paid on inputs.

(para 5.6.%1)

12.5.26 Before introducing a provision for general set-
off it would bc necessary to develop special administrative
capacity to administer such a provision. There is also
the revenuc aspect to be considered. Keeping the relevant
factors in mind, we recommend, for thc present, that the
Government may only extend concessional treatment to raw
materials., It may be stipulated that raw materials used

by taxable manufacturer will be subject to tax only at

the ratce of 2 per cent. In order to prevent any asttempt

by manufactuers benefiting from this concessional



treatment to move the final goods out of the otate on
stock transfer so that they may completely cscape tax-
ation, a provision may be introduccd to tne cffect that
the concessional treatment would be withuravii, i.c., tuai
tiace full rate of tax would be collected, if tue concerncd
final products are not sold witiiin the woate. For tic
present only raw mabtorials thot would boe physicatily
cmbodied in the final products and packing unatcrials nay
be.extended thie treatment. '

(para 5.6.3%2)

12.5.27 'The tax on packing matcrials has been an impor-
tant concern for the dealcers in the dtate. o avoild
difriculties, it is recommended that packing materials
should, generally speaking, be taxed at the same rate

as is applicablec to the goods that arc packed.

(para 5.6.355

12.5.28 One of the important qucstiongrelatces to rates
of tax on motor spirit and lubricants. Whercas all the
other commodities under sales taxes in tae state have
ad-valorem rates, most of the commodities in the petro-
leum family are exceptions. It is, mcommended that the
taxes on all the commodities in this group should be con-
verted to an ad valorem basis. The rates should be
revised upward. dowever, wc do not suggest any specific
rates of increase. we suggest that the extent of upward
rcevision in different cases should be decided up keeping
in view the effect on diversion on trade to the small
neighbouring States.

(para 5.6.34)



12.5.29 the basc of the Cof in Assam iz srocded b Bl
provision in th: Act Tor tnhe ciclusion of inter-state
gzles to any deal:r in heghalaya, Hizoram snd Avunacihal
Pradesh, In view of the loss of revenue which is likely
to increase in the years to come, w2 recommend that inter-
state sales to Avwnachol Frodesn and Mizoram be brougid
under Lax,

(paras 5.6.35, 5.6..7)

12.5.30 The problem of stock transfer is endemic and Co-
mmon to all the States. dowever, it is e¢specially rcle-
vant in the case of Assam because a very large proportion
of the rmost important products of the states has to be
sent outsids the otate. In respect of timber, it is
certainly =2 matter for serious consideration taat thé
State is unablc to collect any worthwhile amount by way
of sales tax. The change in defianition of the term
"goods" will go part of the way to solve this problem.
However, a real solution will be found only if stock
transfers themselves are brought under tax at least under
certain conditions, through a changce in the Central law
defining an inter-State sale. wWe would, in this connection,
like the Government of Assam to look at thc¢ problem in
the total perspective.

(para 5.6.38, 5.6.39)

12.5.31 The Jha Committee has made¢ certain recommendations
rezarding the introduction of a tax on particular kinds

of services to be imposed by the Centre and to be collected
and retained by the states. The implementation of this
recommendation, however, would require the enactment of

tue necessary legislation by the Centre. It would be



icthe inseoreet oi toie ouvabo coqor mionte o oarire boe U
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{pars H.0.47)
6. bales faxes analvsis of Upor lions
12.6.1 Dax adminictration in Acs-y 1o inceooe i o

sorry otote., A complicated tax like tho wil.s tax,
lowicd so to ditferent pointe caonnol o =dmiulsy cred
effectively without a well-traincd end well-cguipped
staff and cxcept on the basis of an adequatc information

system. HNone of the pre-requisitics are prescent in Assam.
(para 6.0.1)

12.6.2 All dealers in the whtate with an annuel turn-
ov.Ir above the excmption level ana gll importers and manu-
factures zare liable to et tnemsclves registercd.

{para 6.1.1)

12.6.3 The data on trends in rougistration, show that

the number of rogistercd dealers in the State has doubled
during the period 196U-61 to 1976-77. The existing legal
statutes require the regisiration of dcalars scparately
for cach Act. Onc dealer, dcaling in two different comm-
odities, taxed at the first and trc lTast points hos to
have two registrations. This, beeides leading to dupli-
cation in counting tne number of registered dealers, means
avoidable trouble to the decalers. A larg e number of
registcred dealers , accounting for between %0 per cent
and 40 per cent belonged to tne turnover group of k.12,000
to 15,25,000 they however, contributed only a very small
fraction of tne total tax yicld., If the cxemption level



is raiscd to 15.30,000 or so, the loos in roviilue woula

Eooominin=l.,  Dven tho' will be moee up by Las coloociien

07 tax £t tane carlicr stroge.  Noocxemption tewvel 1o ne
preserited for manufactucroes and importors, ond <oon o

trnom Loiospective of tacir turnov . hat Lo Lo wogisyoerzd,

roconrenaed that in ascam an excmpbion level 705 Lh

-eani et arers be fixed at o turnos Lo of L10,000,
(prra 6.1.% 50 c.1.55

12.6.4 In the case of all tie sales taxes, excopting

tic AFBT, dealers are requirced to submit rcturns =t the
cind of cacn quarter. In the case of Arwl, tac return

is to be submitted during six months. We recommend that
provision for quartcrly return be iutroduced for ail toxes.

(para 6.2.1)

12.6.5  As taxcs ore paid under different scte, a scparsate

return has to be submitted for each of the sales taxes.

We have already recommended tne integration of differcnt

sales tax Acts. Once the integratoed act comes into

operation, a single rcturn would ke sufficicnt. The

cxisting return, as prescribed in all the scts, requires

the dealers to give information on turnover oi commodities

grouped according to rate categorics. 1t is recommenacd

that as a first step commoditivs that yield major chunk

of the revenue, should be separately mentioned in the new

tax return. Another point to consiucr is that small dealei's

may find it difficult to maintain records on commodity-

wise sales. They may be cxempted from furnisning infor-

mation by commodities, though they will also use

revisca return, Bigger dealers having a turnover of ls.]
ul

lakh ond above should be asked to furnisn the extra details.

(para 6.2.2 to 6.2.5)
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12.6.6 Presently, the assessment is made twice a yecr.
The assessments are made separately unter aol and tne
AFST. VWhen these two taxes are merged, taers shiould be
only one assessment. e further suszest that the
assessment must be madc annually.

(para 6.3.1;

12.6.7 The present practice is to call a1l thce dealoss
liable to task to the Sales Tax Office, for wvarificat ion
of the correctness of the return filed auu for completing
tne assessments, Complete checking of accounts should
be done for all the dealers falling in the latter cate-
gory. In respect of dealers having a turnover of less
than 3.1 lakh self-assessment of the dealers should
generally be accepted.

(para 6.3%.5 to 6.3.5)

12.6.8 1In order to retain fear of check by the assess-
ing authorities, there should be an annuai five per cent
random sample check of the agcounts of small dealers. TFor
this purpose, therc sinould be a system of centraliscd sele-
ction of dealers and the Headquarters must have a unit

for selecting the sample dealers every year.

(para 6.3%.6 )

12.6.9  Another important problem concerns the delays
in assessments. There are many complaints on this score.
These delgys have resulted partly from the fact that

the increase in the number of assessing authorities,

has not been commensurate with the increase in the
number of registercd dealers, and partly from the non-
existence of any legal binding on the department to
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corplete the asscesment of a acaler withiwm cpeciiicd
poricd. we recommend that the assescing wuthority

st be required to report regularly t.ac nurber of
cag.y pendins with him for two yuare. fhis Xay be pro-

ridva for in tae rules of the depariment. DBesivis,

o

torcugn 1 anendment to the Act, it must be made ouli-
sabory on the part of the department to accept the self-
ssoospment rade by the dealer, if the depariment Tails
to make an asscesment within a period of 4 years aftor
the return has bcen submitted,

(para 6.%.7)

12.6.10 Tax evasion takes on many forms and manifestations.
If evasion of the first-point tax is to be cffectively
checked, (i) there would have to be efficient ways of
monitoring the flow of goods into the State through

the main arteries of intcer-State trades and (ii) ways must
be devised to verify the claims of various dealers to the
effect that the goods they have sold were subjected

to tax at the first-point. Unless the check-posts fun-
ction effectively without corruption, unless some watch
is kept on arrivals of goods through railways and unless
the claims by various dealers about taxes having been
already paid on the goods sold by tnem arc satisfactorily
verified, it would not be possible to keep down to a
minimum evasion of the first-point tax,.

(paras 6.4.1, 6.4.3)

12.6.11 As at present, there arc only three sales tax
cneckposts at the borders of the State. vwe recommend
that the number of checkposts should be increascd and that
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the aim should be to cover all the important cntry points.
On an cxpcerinental basis, the staft of some of the check-
posts should be incrcaced so that thoy ray ucal with
pasuing trucks morc cxpeditiously. lorcover, tihce rnost
important choeckposts should cacu be nanncd by a scnior

Y
sgessiyyg officer. It would also be necessary 1o intro-

o

ducc a syst.m of permits for a fuw specificd cormoditics

‘that arc mainly imported and in respect of which it is
found that there is considerable cvasion of tax.

(para 6,.4.4)

12.6.12 There is considerable disillusionment with

the operation of the existing checkposts in sssam. For
one tuing tacy arc poorly staffed. Besides, where

tne perrits arce issucd and carricd back into Assam they
arc scent back to the Taxation Lepartment and filed some-
where without being made usc of in tac assessment of the
importers concerned. e would strongly urge thnat instecad
of abandoning the system of checkposts, tac department
should strengthen them and get its offidcrs to usc tiae
permit%ﬂproductivaly in the manncer wiltich we have su-
ggested.

(para 6.4.5)

12.6.13 It is equally important that tic accounts of
éven the non-tax paying, registered dealers should be
effectively checked to ensurce tnat the taxes have been
paid at the carlier stage and the nccessary declaration
forms have been filed,

(para 6.4.7)
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12.0.14 I vuspec
important mecnods ol voding tax are (1) enlffine pro-
mises or chsnging nanes and (11) ssi.s Lo Logue sogis-
tored Geaiers. It 1e common practice ror dezlers to et
up business in a narticular place witinout registoring

=N

tacmsclves, carry o trade for a fow youars vithout

peying tex, even tihough legally liable, =zng then 006
disapoeer witinout tracs to set ap busincss wiseva oo,
Lhese metihods of evasion of the last-point tax can oniy be
checked through a systematic survey of businesscs in
various part of thic State. In this task the inforcement

Branch has to play a crucial role.
(para 6.4.8, 6.4.9)

12.6.15 Apart from cvasion, asscssees also practise

tax avoidance. Ioopnoles in the tax law enabie them

to devise various means of avoidance. One of tie causes
of avoidance, which we would like to point out herc, is
the ambiguity in tihe description of taxable goods. We
would recommend that the description of taxable goods.
We would recommend that morc detsiled and exhaustive
description of these goods be incorporated either in the
Act 1tself or in the rules.

(para 6.4.10)

12.6.16 The number of disposal has been cqual to the
number of new appeals. Hence the large (previous) béack-
log of cases has remained undiminished. It is recomm-
ended thet some special arrangement should be made for
the disposal of the backlog.

(para 6.5.3)
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12.6.17 Under the existing law, tn re is o time limit
for the exercise of the poor of suomebo revision by

the commissioner i taxce of w croer prejucicial to
tax revenuc. TLThis rcequirce Hc Joofor to razntain books
of accounts for an indefinitc porio. oi tiwr.. o rocormmend

that this pewer of the cormisegioncs L Lo xon saculu b
cexerciscd within 4 years art or Hhe dote o te asscosment order.

(pars 0.5.5)

12.6.18 There have been many cases of appeal against the
decisions of the appellate commissioner and taat such appeals
arc on the increase. The disposal or revision petitions

has not been keeping puce with it. Yherc ic an urgent

need on the part of the Board of wevenue to dispose of

these cascs wnich go to swell the amount of arrcars.

(para 6.5.6)

12.6.19  arrcars of salus taxes have been mounting over
time, The department has been able to collect only 10-15
per cent of arrcars outstanding in c¢ach year. Another
disturbing featurc relates to the periods for which arr-
¢ars have been outstanding. Such being the state of
affairs, a big e¢ffort has to be mounted to tackle the
problem of arrcars. we recommend that the department
should extent the existing experiment step by step with
a view to setting up a fullflcdged recovery branch in
course of time. This branch should be given the sole
responsibility to recover arrcars of all the taxes within
the jurisdiction of the Jepartment.

(para 6.6.1, 6.6.2)
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7 Motor Vehiecles and Pasgongoers ana Uoods 4 aX

12.7.1 Unacr the Indian Motor Jenicles act, 1314,
various fecs are levied. tThe tox on motor veaicles

(MVD) was introduced in Assam under th asson Motor
Vehicles Taxation act, 19%6. Since tnen the rates have
been enhanced from time to time. &L tag on passengers

and goods transported by reoad or inland watcr vays woes
first levied in assam in 1954 under the assam Taxation

(on goods carried by road or by inland waterways) Act
1354, cffcective from April 24, 1154. A new enactment

the Assam Taxation (on goods carriced by road or on

inlaud waterways) Act 1961, was passed, wihich was sub-
stantially similar to the earlicr sact. ‘The Assam  Pess-—
cngers and woods Taxation Act, 1562 was enzcted to replace
the Act of 1961. This Act provided for a tax on passengers

and goods carricd by road or by tic inland waicrways.
(para 7.1.1, 7.1.2)

12.7.2 rthe new act was distinct from the carlicr onc

in two respects. firstly, it levied a tax on the carriasc
of all passcngers and goods whercas the earlier Act levied
a tax on the carriagc of jute and tea only and secondly,
the new Act placed the liability to pay the tax on the
carriers or owners whilc under the carlier act the respon-
sibility for the pagyment of tax was oa the owner of the
goods. The new act which became effective from August, 16,
1262, provided for a tax at the rate of 10 pur cent

of the value of the fare in respect of passengers and of
the value of freight in respect of goods.

(para 7.1.5)
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12.7.5 Ifhe motor vehicles tox has, of late, assumed
an important place in the fiscal structure of various
States in India. The yield from tac tax in Assam, inc-
rcased from 5.64.51 lakh in 1360-61 to ws.259.45 lakh in
1375-76, yiclding a compound grouvtn rate of 8.2 pur cent

per annum during the period. The trend of avers e revenus

ot

from passerngers and goods tax for all sStatoer snows tha
the yield has steadily risen from k.8 crore in 1)060-01
to i3.68 crore in 13)70-71 and Is.167 crore in 1375-76.

The avera.e¢ annual growbth rate works out to 20.6 per cent.

(paras 7.2.1 tc 7.2.3)

12.7.4  LThe number of vehicles in Assam compase poorly
with otuer States. In terms of per 100 sq. kms. Assam
had 40.2 venicles in 1974-75, as against 287.7 in Kerala
and 194 in west Bengal, with 71.2 being tae all-btates
average. The percentage increasc in the number of motor
vehicles during 1960-61 to 1974-75 has also not been high
in Assam (72.5 per cent) as compared to the all-India
averasce (250 per cent).

(para 7.3.1)

12.7.5 Although the tax prescribed under the act is

ad valorem, there is a provision in tnec rules for paying
the tax in a lump sum; such payment known as a compounded
levy is fixed by the State government through notification.

(para 7.5.3)

12.7.6  ihe motor vehicles tax and the passengers and
goods tax, which may particularly be regarded as a cnarge
for the construction and maintenance of roads, fall on
the same base and are paid uwltimately by the same groups
of people. <Therefore, for comparing the tax burden on
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roné transport in diffcrent otates, it is necessary to
toke their corbined incidence.

(pors 7.6.1)

12.7.7 4 corparison of the vesvimates of the corbincd
tax burden on passenger vehicles in the different Stoatos

brings cut tiacg foct tast Assen C
mout othur Strotes if tiac 2 vaolorew lovy g considered.

12.7.8 Wnile the combined tax burden computed on tae
basis of the compounded levy on o Stage carriasge or bus
in Assam 1s substantially lower tinnn in thne two other
castern States of Bihar and Orissa, it is ai_her than in
west bengnl.  As regards the combinced toax burde:r on a
goods vehicles, ngain computed on tiac basis of the com-
powaded levy, it is not very different in Assam than in
sceveral other vtates but is higher than in west Bengal.
Wnile the ad valorem levy is likely to be around ws.11,000
on tae averaze, tie compounded levy works out to w.5,140.
Keeping this in view, we are inclined to think tast some
upwzrd revision of the rate of compounded levy in respect
of pnssenyger buses would be justified., We are of the view
that an increasc in the compounded levy of 30 per cent .
to 40 per cent would be in order.

(para 7.6.5)

12.7.9 sntirely different considerations will have to

govern tne fixation of the rate of tax on goods vehicles.
It is to be¢ rumembercd taat assam's towns and countryside
are not well covered by railways. The movemunt of goods,
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therefore, nas to tzke place very largely by means of
road transport. hesides, it has bucn brought to our no-
tice tht goods venicle operators from west bengal arc
able to compete successfually with the operators in

Assam because of tne lower rate of taxation of veunicles
in the former Stote. Lfhis means tant the total burden

of tax in Assam is about &.800 hiher. {e, thercfory,
recormend thet tne goods tex be repealud ane tant in

its place o surcharge on the motor vehicles tax be imposcd.
Given the present level of the rates of motor vehicles
tax on aifferent categories of vehicles, a 50 per cent
surcnarze would keep tne burden lower taon in vest bengal
in most casecs.

N

(para 7.6.6)

12.7.10 The entire amount can then be collected by tac
Motor Vehicles Uepartment and the chances of evasion

would be substantially reduced. We have gathered the
impression that tnc transport operators would aléo wel-
come¢ this change. With the incrcase in the compounded
levy, we would, however, like to suggest a change in the
node of collection of the ad valorem levy. Those who

opt to be taxed on an ad valorem basis should be required
to purchasc in advance tickets with the tax stamp, att-
ached to them from the department.

(para 7.7.2)

8. otamp Duty and Registration Fee

12.8.1 Revenue from stamp duty aond registration fee
has increased almost four fold between 1260-61 to 1975-76
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from 15.56 lakh to w.2%0 1lokh; yet, its share in total
ot ibe X revenue nas  declined from 4.6 per cont in
1960-61 5o 3.9 per cent in 1975-75. wnilc tais £qlling

o5

trend is in line with thc troend in other ntotus, the
contribution from this sourcc compures very poorly with
those in olner witates. fdhe bulk of the revenue from tiois
source, from 86 per cent to 30 por cent, is obiained
through stamp dutics. Of the two conpoaents of stomp
duty, non-judi:ial st amp duty has beci generally more
important.

(para 8.3%.1)

12.8.2 Court fee accounted for the bulk of the judicial
stanp duty revenue. Among thc non-judicial stamp duty,
special adhesive stamps and impresscd stamps are the most

important from tie point of view of raising revenue.
(pa.[‘]. 803029 80303)

12.8.3 The rates of both stamp duty and registrotion fee
in Assam ~re lowcer in most cases than those prevailing
in other otates for which some comperative data are avai-
lcoble.

(para 8.4.2)

12.8.4 As the sbtamp duty is levied on the instrument

and not on the transaction in respect of which the instru-
ment is executed, it is theorctically possible to avoid
tne duty by refraining from executing the instrument.
There is, however, sufficient scope for evading part

of the legitimete duty through undervaluation of a traon-
saction and paying 2 lower duty. Out of 49 cascs studied,
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45 cagses were cases of uncervzluation; tine degree of
undervgluation was upto 50 per cent in 41 casecs and bet-
ween 50 per cent and 100 per cent in 4 cases. In only
one case tne valuation was correct. It iz interesting to
find 4 cases of overvaluation, with tae e rece of over-
valuation ranging between 7 per cent ans 5 per ceunt.

he undervaluation has been rampant, mszinly beczuse,
according to the existing provisions or the Act, ~ae
Registrar has to accept the value of the property uec-
lared by the parties.

(para 8.6.2, 8.6.3)

12.8.5 It has been argued that stamp duty =nd regis-
tration fee particularly the latter should not be used
primarily as a source of revenue because they are in the
nature of specific charges for identifiable services
rendered. But, in practice, since there are no other
satisfactory and effective ways of capturing a portion

of increments to the value of property, stamp duties,

and to a lesser extent, the registration fee could also
be used as means of raising resources. 3Besides, stamp
duties are in the nature of taxes on certain types of
transactions or purchase and sales. In principle, there
is no reason why, when sales and purcnases of commodities
are taxed other sales should be completely exempt.
Keeping both the points of view in mind, one could argue
that there is a case for using stamp duty and registration
fee as sources of revenue but taat in fixing the

level of duties, the fact that they are primarily in-
tended as service charges should not be lost sight of.

(para 8.7.1)
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(para 8.7.2)

12.8.7 It is recormended that tae rates of stamp duties
be revised upward on an aversa e by about 40 per cent.
It would seem that there is scope for a somewiat larger
revision in tie case of registration fee, namely, by
about 60 per cent. In order to give a rougn idea of the
zind and nagnitude of increase that we have in view we
nave worked out possible rates in respect of different
categories of instrurents waich couild be us<d as model
for affecting the necessary revisions. Theco sug.ested
rates are given in Annexures VIII.{ and VIII.2. Roughly
speaking, an increase 1iu the yield by avout 40 per cent
could be expected.

(para 8.7.3%)
12.8.8 We also recommend tiaat the Act snould be
amended to empower tne Registrar to assign a different
value tnan the one declared il ne finds sufficient jus-
tification for such a cdecision. In asssigning values,
tlhie Registrar saould be asked to keep in view tue fair
narket value of tne kind of property in question. Gover-
nment should fix, for prrposes of registration, value
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of land in different parts of major cities and towns,
taking into account rclevant factors sucin as location
~and use. These valucs shoull be revised zvery five
years or so.

(pars 8.7.4)

12.8.9 We would suggest that in case ar assessing
officcr of the rank of sub-Regisirar or legistrar should
question tiae value declared, ue snould give in writing
the grounds on waich he is unable to accept tae val-
uation, given his own valuation and forward the case

to the Vistrict negistrar, who would then decide upon
the value acceptable to the vovernment. If tane parties
concerned wish to question tne decision of tie District
Registrar or a higher officer, as the case magy be, an
appeal can be allowed to the Inspector wencral of ilegis-
tration, whosc decision should be taken as final.

(para 8.7.5)

12.8.10 here should be close association between the
office of Tiand Records and the Income Tax wejartment

of the Central government so that tas valuation of imm-
ovable property including buildings by Statc government
officials could be in line witn that by Central government
for purposes of wealth and income tax.

(para 8.7.6)

12.8.11 The Office of Land Records has no statistical
wing entrusted with the collection, analysis and pub-
lication of data relating to properity transactions and
registration., Data collection by tne ideadquarter is
ususally done by eliciting information from tine districts.
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It has been reported Laat the responce Lo qusrics or to
proforma sent by deadcaarters has beon poor on the part

of some of the districts. It is esscential to have a small
statistical wing attacied to the office of 1and xecords,
consisting of atleast one statistical officur and two
asgistants. It should also be made obligatory on the part
of the district officcers to scnd in tne required infor-

mation to the Jeadquarters.

(para 8.7.7)

9. otate wxcise Duty

12.9.1 Unlike taxes on most other commodities and ser-
vices, the excise on liquor has tiic sumptuary or regulatory
objective over and above the usual revenus objective.

(para 7.1.2)

12.9.2 Revenue from this duty went up from i5.1.94 crore
in 1960-61 to 15.2.95 crore in 1975-76. <Thus, the increase
was only hs.1 drore over a 15 year period. Its share in
revenue from State taxes fell from 16.71 per cent in 1960-61
to 5 per cent in 1975-76. It is also to be noted that
the growth of revenue from dtate cexcise was sluggish in
Assam.
(paras 9.2.1, 9.2.2)

12.3.3 Country spirit constituted tae bulk of the
revenue, at 86.6 per cent in 1960-61 and 71.2 per cent
in 1975-76. The next important category is foreign
liquor which contributed 8.8 per cent in 1960-61 and
24 .8 per cent in 1975-76.

' (para 9.5.1)
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12.9.4 A comparison of tae relative contrivbutions of
different categorics of intoxicants in assam with thosc

- in the neighbouring States reveals that the relative
contribution of the excise revenue frow -orcign liguor

is the highest in assam. At the sane tim., the rclative con-
tribution of revenue from country spirit in Assam is
comparable to those in the other vastern octates. fhice

could be so because tie eacise revenuce structuse is more
diversified in the neighbouring wtates tnan in Assam.

(para 9.3.2)

12.9.5 Apart from the excise duty (and the sales tax on
liquor), the government derives a substantial amount of
revenue from the auctioning of licences to these liquor
shops. In some States the licence fee is fixked, ana there
is no auction or tender system. Although, in Assam, the
system of auctioning of the liquor shops through tenders
and giving licence to the highest bidder is followed, the
licence fee does not constitute the bulk of the revenue

in Assam and the excise duty is still the major component
of excise revenue.

(para 9.3%.5)

12.9.6 the rates of excise duty are different for diff-
erent categories of intoxicants and in different areas

of Assam. It is quite evident that the rates are generally
lower in Assam than in the neignbouring states.

(paras 3.4.1, 9.4.5)

12.9.7 The requircments of country spirit in the State
are me¢t partly from tne manufacture in tae only distillery
in tne ovtate and partly from supplies outside the State.
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the regquirement of foreign liguor 1z lavgely met by su-
pplies from outside. Thus, tae nize of tue tax base
depends upon, (i) the nagnituue of liquor released for

sale, in other worus, nagnitude of liquor consumptiolr,

o

and {(ii) the number of shops. he nuoer of couatry

1

liquor and toddy shops has remulnct convbaut as 185 and
regpectively since 1270-71. Oo L= otner nand, there
iias been a marginal increase 1i. t.ie number of Torelign
liquor saops.

(naras 9.5.1, 9.5.3%)

12.9.8 Eetween 1970-71 and 1275-76, tae average popu-
lation served by a country liquoi shop increased from
80,000 to 92,000 and that served hy a foreign liquor
shop irom 1,93,000 to 2,09,000. Yne arcrase revenue
per country liquor shop decreaced betueen 1370-71 and
1972-73, tnere nas been an incr:asing trernc since then.
he average revenue per foreigu liquor s.aop increased
from f5.46,000 in 1370-71 to i3.1.0% lakn in 1974-75
and then fell to 1,.80,000 in 1375-70.

{(para J).5.4)
12.9.7) The avera.e incidence of excise duty on country
spirit went up from 5.9.41 per L.P.L. in 1;70-71 to
fs.12.38 in 1975-T76. As the rate of excise duty varies
between 5.7.93 and 15.8.36 per L.Y.L. approximately,
$.4.00 per L.P.L. may be taken as tae incidence of
licence fee etc. on consumption. If we take the
recormendation of Planning Commission that the inci-
dence of licence fec and excise duty should be about
e 17.77 per proof litre, the average incidence of



gxclse revenune 1o l1ow 1 Assarm., 11 .ie pre—19970 si
holds good for toe »ost 1370 pericd., 4 similar conclusion
cen be doawvn in rzospect of forelgn 1o,
!
12.3.10 Tuspite - of tio arcan; crient for cclicotion of
l
licence fee in advance, arrears ove accirualated Jor thae
4
L

licence fee on toddy and Mrifvsanjibani oura.

(para 7.6.5)

12.3.11 The cost of collection as percentage of total
excive revenue decreased from 14.7 in 1965-06 to 12.1
in 1976-77. ‘“The cost of collection of State excise
includes tae expenditure on vigilance and enforcement
for checking the manufacture and consumption of illicit
liquor also. This fact explains tne cost exceeding
10 per cent of tae tax yield. towever, our calculations
show that the collection:cost per t5.100 of revenue from excise
is higher in Ascam than in r.ost othner otates excluding
prohibition States like ¢ujarat and tamil wadu.

‘vara J.0.7)
12.9.12 It is surmised that there is considerable amount
of evasion of excise duty. But due to tae lack of the
necessary data, it is difficult to make an accurate estimate
of tue amount of evasion. ‘

(para 9.5.3)

12.9.1% We have notedfhat tne licence fee for selling
country spirit is col.ected through auction or tenuer system.
However, the tender system has a destablising effect and
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because under this system the vendor cannot take a long-
term view, he does not have an incentive to build up

and run the shop on healthy grounas. Besides this, there
is a strong suspicion that the shopkeepers might overbid
and make up the loss through unfair methnods. Contrary
to this, it has also been noted thal sometimes the pro-
spective licencees practice collusion among themselves
and depress the licence fee. Keeping these factors in
view, we recommend tnat the licence fee should be fixed
by the Government itself. On the basis of the past sales
of the different shops, they mgy be grouped izto four Qr
five categories, Different levels of licence fee may be
prescribed by the Government for above categories. the
fees may be revised after every five years, if necessary.

(para 9.7.1)

12.9.14 We feel that there is scope for a 25 per cent
rise in the rates applicable to all categories of into-
xicants., This will also curtail tie consumption of
intoxicants.

(para 9.7.2)

12.9.,15 The retail price of foreign liquor could also
be contiolled by the Governmment. This would ensure that
the price plus tax is not unduly high so as to give
encouragement to the consumption of illicit liquor,

(para 9.7.3)

10. Other Taxes and buties

Professiog'tax

12.10.1 The objegtive of the profession tax seems to
be to tax particularly those assessees who would not
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otherwise pay a tax on their income, tiougin otners who pay
the individual income tax arc also liabl. to pay thais
tax.

(para 10.1.1)

12.10.2 Revenue from the profession tax increascd five
fold from is.11 lakh in 1360-61 to .60 lakh in 1976-77.
‘he tax, rowever, accounts for only 0.9 per cent of the
otate tax revenue.

(para 10.1.3)

12.10.3 ©The rate ranges between .24 and £5.250 for indi-
viduals and between is.40 and fs.250 for Hindu Undivided
families. These rates and incidence are substantially
lower in Assem than in certain other States such as
Haryana, Madhya Pradesh and Maharashtra.

(para 10.1.4)

12.10.4 Out of 79579 assessees in 1975-76, about 80 per
cent were in the income group upto f.10,000, and more than
92 per cent in the income groups upto &.30,000. Thus

the bulk of the tax, (more than 78 per cent) is paid

by those with incomes not exeeeding k.30,000. * as income
increases, the proportion of the number of assessees

and of the tax paid falls.

(para 10.1.10)

12.10.5 The number of assessees in the cmployment sector
excecds those 'in the trade and other sectors in the

recent years. The coverage of assessees in the trade
sector depends mainly on the efficiency of tiue tax mac-
hinery, which in turn depends upon the result of tiae survey
conducted by the Taxation bDepartment for collecting
information about different occupations in the unorganised
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sector. Tax assecsced and collected nave no definite
relatioship wita cach other.

(paras 10.1.11, 10.1.12)

12.10.6 The nurber of pending assessment cases has been
increasing steadily since 1960-61, though from time to
time there has been o fall,

(para 10.1.13%)

12.10.7 “he coverage of, and collection of tax from,
persons in self-employment or those engaged in trade
and cormerce is, however, a stupendous task. The 1li-
beral attitude of the Taxation Department also leads to
a low degree of tax compliance.

(para 10.1.15)

12.10.8 We feel that profession tax assessees should
be divided into salaried and non-salaried assessees and
different methods of taxing them should be employed:
salaried assessees could be taxed according to a schedule
or rates applicable to different slabs of income but the
other category of assessees should be required to pay
only lump sum taxes, the amounts being determined on the
basis of certain well defined criteris which indicate
‘earning capacity.

(para 10.1.16)

12.10.9 There is no justification for giving preferential
treatment to earning members of Hindu undivided families.
We rccommend a single rate schedule for all salary and
wage carners. The existing rate schedule applicable

to individuals mg- be adopted. However, as a measure of

- relief to tihe small man and in order to make the overall
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task of administration niore managcable, we recommend
that tac exemption level be raised to 1..6,000.

(para 10.1.17)

12.10.10 As far as persons practising various professions
or engaged in trade and commerce, instead of applying a
rate schedule according to levels of assessed gross
income lump sum payments should be prescribed for various
categories of assesgees diffcrentiated in cach case
according to certain criteria such as the number of
years of standing, the place in which a profession is prac-
ticed, the number of workers employed, etc. To be
specific, as far as the dealers uncer the Sales Tax Act
are co.cerned, only tnose dealers would be paying the

tax who are taxable under tie bSales 1'ax Act. As far

as othew are concerned, they will nave to pay the com-
pounded annual levy. along the lines of the Maharashtra
profession tax on this nature, we have drawn up schedule
of payments from different categories of assessees which
could be considered for adoption in assam ( Annexure to
Chapter X). It may be added that the success of the
proposed scheme will depend on tae efficiency of the

tax administration in bringing within the tax net poten-
tial tax payers tinrough the organisation of periodic
surveys of different'occupational groups in the vtate.

(para 10.1.18)

12.10.11 The maggnitude of arrears of this tax is
large. Although arrears as a proportion of collection
have tended to fall, the clearing of existing arrears
should not be treated as a matter of relatively little
importance. If necessary, additional superintendents
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of taxes (Lecovery' sucild be eppointed to liguidate

A 2 e el Y g N
bhis as well as other taxes.

the arrcars of

PN

cara 10.1.13)

ntertsinment tax

12.10.12 Yhe yield of this tax constitutec only 2.5 per
f tobtal otate bar revenus in 1300-561 a4 5 per

cent in 1375-77. Lhvis the pelavive Lmportarce of vails

tax in Asssam 18 mucn less than in a wbsuwe like ldamil

Nadu where it brings in 6 per cent of total revenue from

otate taxes. Not only is this tax not very important

in revenue terms but its growth has also barely kept

with the growth of otate income.
(para 10.2.2)

12.10.13 As a source of revenue, tne show tax has much
less significance than the entertainment tax proper.

(para 10.2.6)

12.10.14 Leakages in revenue from the entertainment tax
arise only when the entertainments are not properly and
regularly checked. Most of the leakages occur in touring
cinemas. According to a rough estimate, 10 per cent of
revenue is said to be lost due to evasion.

(para 10.2.14)

12.10.15 In generagl, thne rates of the entertainment tax
are lower for all denominations of tickets in assam.

It is recommended that for the lowest value category

of tickets, viz., tickets costing less than Rre.1, the
existing rate of 40 per cent may be raised to 50 per
cent. Similarly, for tickets costing k.2 and more, the
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rate may be raised from 100 per cent to 110 per cent.
iZven after this upward revision, the rate structure
will be rore moderate than that in rany ochcer biates.

(para 10.2.15)

12.10.16 In our view, the most recasonable and useful

way of differentiating the rate of show tax would be

to have a higher lump sum levy in larger towns or cities
which tend to have better class thneatres. we, therefore,
recommend that within tae municipal areas of Gauhati,
Dibrugarh and {insukia, the rate of tax per show suaould
be 10 per cent of the total payment for admission
excluding entertainment tax proper, or h,15, whichever
ie less. As re,ards the cinema nouses in other places
the existing rates may continue.

(para 10.2.16)

12.10.17 The number of cinema halls per lakh of popu-
lation is very low in Assam (0.8). Moreover, inter-
district disparties are glaring. The Government may

wish to encourage the growth of cinema house particularly
in those districts which have very few cinema halls.

(para 10.2.17)

12.10.18 Since the bulk of the entertainment tax is
collected through the sale of stamps, one of the impor-
tant pre-requisities for ensuring collections is to
arrange for a adequate supply of stamps of different
denominations at all the outlets for the sale of such
stamps. 4sven when an adequate number of stamps of
different denominations have been supplied to cinema
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owners, there could, of course, be evasion tarough the
sale of tickets without stamps. Lo check sucn a method
of evasion, it is necessary to have a strict inspection
system, Incentives in the form of clicaper credit on
liberal terms should be given in order to encourage
investment in this field. This would not only help
increase the revenue to the exchequer, but it will also
help ‘attain extra-rcvenue objectives.

(paras 10.2.18 to 10.2.20)
12.10,19 This is also required to bring some amount
of revenue from other sources oi entertainment such as
sports, games, musjcal performances etc. There is no

justification for the other sources of entertainment
to go tax free.

(para 10.2.21)

glectricity duty

12,10.20 The yield from this tax incrcased from iHe,1
lakh in 1964~65 to 5,46 lakh in 1975-76, yielding an
annual compound growth of 15.7 per cent during 1965-66 -
1975-76. In terms of its contribution to the otate

tax revenue, electricity duty contributed 2.7 per cent.
The electricity duty has been fairly elastic in Assam,
though in several other States, this tax has exhibited
substantially higher elasticities.

(para 10.%.2)

12,10,21 fhere is one general rate, common to all
categories of consumers of electrical energy excepting
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industrial consumers. “he cornoan ¥ ote is 5 paise per
unit. 1he rates ave generally lower In asgan t..an in

the other eastern statcs. The rates of teriif are
generally higher in Bihsr and woest seéngal and lower in
Orissa and Meghalgya than in Assam. Jhe same resultbs
emerge wihen the combined incidenc: of tne terifl rate

and c¢lectricity duty is examined.

12.10.22 In terms of per capita consumption of elect-
ricity, Assam is tac most backward State in tae country.
Per capita consumption in Assam in 1975-76 at 26 kwh.

is not only the lowest in India but is only about one-
Tourthh of the national average of 101 kwh.

(para 10.3.7)

12.10.2% During the period 1970-71 to 1975-76, the share
of the tea gardens has improved irom 10.2 per cent to
>16.4 per cent, but that of the industrial catcegory has
fallen from 52.5 per cent to 46.6 per cent. While the
shares of domestic and industrial uses declined sig-
nificantly between 1968-69 and 1975-76 the share of

tea gardens more than doubled. Although, tiae share of
industrial use has fallen, it is still an important
source of revenuc.

(paras 10.%.10, 10.%.12)
12.10.24 The number of assessce have gradually gone
down from 745 in 1)66-67 to 396 in 1976-77. Tne dec-
line in the number of assessecs is due to tne fact
taat the private generators have gradually declined
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in number and the dependence on the plectricity Board
has increased. However, cases pending at the beginning
of the year nave gone up from 453 in 1966-67 to 11093

in 1975-76. In 1475-76, 36.5 per cunt of the total
pending cascs, excluding the pending cascs added during
the year, were one year old, 17.2 por cent two years

0ld and 16.5 per cent three years old. waile such age-
wise pending cases is uncerstandable, tac fact that the
number of pending cases is also incrceasing shows that
tine administration of this tax is not upto the mark.

(para 10.3.15)

10.,20.25 The electricity duty as well as the tariff
ratcs are lower in Assam than in other important castern
States. This fact indicates the scope for an upward
revision in the rates and duties. As the revision of the
two cannot be done independently, a tihorough analysis
of the operating results of the sState slectricity Board
is a prerequisitc for considering the case for either
raising the tariff rates or maintaining the cexisting
rates.  The general principle we recommend is that while
the level of tariff plus duty should be kept dightly
lower in Assam than in West Bengal, it can be made nearly
equal for domestic uses.

(para 10.3%.21)

12.10.26 Pending a thorough study of tae basic tariff
structurc tnat we have suggested, we recommend that the
existing rate of 3 paisc per unit be raised to 5 paise

per unit for the general category. <There seems to be

no reason for the gero rate of taxation for the agricultural
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sector (other than the use of lights and fans which
is taxed at the gencral rate of 3 paise per unit). a4
rate of two paise per unit may be introduccd. dncse
measures are likely to yicld an ocaitional revenue of
roughly between k.12 lakn and .15 lakh per annum.

(para 10.%.25)

12.10.27 The major factor behina tlic sizeable amount
of arrears, as we have seen, is the slow recoveyy of
ducs from the consumers of tne electrical cnergy by
the State zlecctricity Board. Tae percentage of outstanding
dues to total sales is not only higin, but is also growing
over time. As the existing large arrcars of duty would
have to be drastically rcduced, uvultimately, the Govern-
ment would have to insist upon tne flectricity Boara ad-
opting strict method of recovery from the defaulters. UYhe
more important is that the Government departments snould
be required to make payments to the Poard regularly.
4 fool proof inspection system is needced to minimise
the loss of revenue through prevalent malpractices and
leakagus.

(para 10.%.26, 10.3.27)

11. Organisation for Tax Administration

12.171.1 The Commissioner of Taxces, who acads the Tax-
ation Department, is in charge of scveral important
taxes in the sState. dowever, as in other btates, in
Assam also, some of the taxes like the land revenue,
State excise, motor vehicles tax, stamps duty, regis-
tration fee and urban immoveable property tax are admi-
nistcecred by different Departments, fhe ¢commissioner of
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taxes administoers sal.s tazce,tie, vassengers and goods
tax, electricity auly, centertainment tax, profession

#

tw:mdagmmmm@anwmtmg
(para 11.0.2, 11.0.%)

12.11.2 [LThe administration at tn. ncadquartoers level
is under the direct supervision of t.e cormigsioner

of taxes. An officcer from the I1.4.5. cadre is asao:

appointed as the commissioner of taxes. JLue commissioncr
is assisted by two deputy commissioners. <The distribu-
tion of work between tihe deputy commissioncrs is both
territorial and functional. There are two assistant d
commissioncr of taxes at the Head gquarters. One of

them is designated as assistants commissioncr (i.aws)

and looks after tax legislation and all legal problemss
the otiacr is in charge of the statistics branch. In
addition to the above senior personnel, there are only

a limited number of supporting personnel at the head-

quarters ' organisation.
(paras 11.1.1, 11.1.2, 11.1.3)

12.11.% The administrative organisation of t.e Uepartment
follows a three ticr system. a4t the highest level are
the zones each headed by an assistant commissioncer of
taxes (ACT). As of today, there arc scven zones. A

zone consists of two or morc¢ units depending upon the
work load. The ACT's are mainly administrative heads

and do not undertake the work of the assessment of taxes.
In addition to the administrative work, the aCl's are also
in charge of enforcement work. It is our finding that
the responsibilities of the ACL's adverscly affect

tneir efficiency in both the ficlds. <The sccond tier
consists of units, Presently, there are 19 units. The
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unit is headed by a supcerintendent of taxcs (1) who
mainly looks after the work of assessment. The third
tier consists of a circle. The number of circlus de-
pends on tne work load.

( para 11.2.1 to 11.2.4)

12.11.4 The enforcement organisation can be divided
into two wings. <The main work of cuforcement in all
the zones is undertaken by the assistant commissioncr
(Bnforcement), This officer is the kingpin of the de-
partment. There are four such zonal officevs.

(para 11.3.1)

12.11.5 The second wing of the enforcement branch,
namely, checkposts, have an important role to plgy.
There are three checkposts in the State., These check-
posts are expected to stop vehicles, verify tne nature
and volume of goods carried and passed on to the rele-
vant assessing authority to be used by the latter while
making assessments of the various dealers concerned.

(para 11.3.2 )

12.11.6 The first appeal is made to the assistant

© commissioner (Appeals) who works as an appellate autho-
:rity. Presently, there are two such assistant commiss-
ioners; The next appeal can be made either to the
commissioner of taxes or to the Board of revenue. In
case involving points of law and inter-pretation a
reference can be made to the Hign Court.

(paras 11.4.1 to 11.4.3)
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12.11.7 The Department of Taxation is onc of the most
iuportant Uepartments. Yet it is amonsy the most neg-
lected wepartments. Ite officers are ill-trained, it
is inadcuately staffed at tne upper lcevels, has no
information systcm of any significance and no rcans of
building one up, and, above 211, it has buen without
cffective leadership for seversl yuars. dothing 1:ss
tann a thoroush ovirhavling and reorganisation of the
vepartment would be sufficient to cnable it to fulfil
its functions.

(para 11.5.1)
12.11.8 One of the important causcs for the poor per-
formance of the Department and the sorry state of neg-
lect in wnizh it is found is the abscence of cffective
leadership. If we look at the record over the last
10 years, we find that many incumbents were transferred
before they could settle into their jobss; some of them
were transferred within a few months of their appointments.

(para 11.5.2)

12.11.9 The headquarters organisation is weak and
inadequatcly staffed. The organisation of the head-
quarters of the Department should be considerably str-
engthend. The commissioner of taxes should be a full
time officer who should be allowed to stay in the Depart-
ment for a period of 3 to 4 years.

(para 11.5.4)

12.11.10 For adequately strengtiiening the headquarters
organisation it would be neccssary to create some new
posts and to introduce a certain degree of functional
specialisation. We are strongly of the opinion that
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the covernment should create a new post of joint comm-
issioner of taxes who would be second-in-conmand to the
commizsioner of taxcy. snder the cormmissioncer and the
joint commissioner, it is nececsary to neve 4 posts of
deputy comrissioner of taxes. Sor:: functional speci-
alisation at tais level would be useful. Under the
supervision of the different deputv comrissioner of
taxes, there should be seven AL 's at the headqguartcers,

(para 11.5.5 to 11.5.7)

12.11.11 The existing procedure for the payment is a
long drawn out and time-consuming procedure, requiring
dealers to make four visits to different places for
completing one transaction, narely the payment of one
instalment of tax. We recommend that the dealers should
be required to make pgyment by means of & aemand draft.
At the same time, tne option of paying a tax in cash
applying the normal procedure could also be retained.

(para 11.5.8, 11.5.10)

12.11.12 The Taxation vepartment has no proper infor-
mation system. JData are not being collected in a sys-
tematic manner., Emphasis muot therefore be given in the
reform of the tax system to tine building up of a sci-
entifically designed information system and a research
and statistics wing which would not only be in overall
charge of collecting the information but also would con-
tinuously undertake analysis for tuc benefit of policy
makers.

(para 11.5.12)
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12.11.13 We are of the opinion that the statistics
wing to the headquarters organisation should be con-
siderably expanded. Lhe wing should b placed unuer
the supervision of a deputy commissioner. Under him
there should be .one ACI, a deputy director (bStatis-
tics), three persons trained in cconomics and statis-
tics and few researcin assistants or investigators
whose number would depend upon the volume of work taat
has to be done.

(para 11.5.13)

12,11.14 One of the first tasks of the strenthened
research and statistics wing should be to review the
existing tax return and to propnse new ones in their
place.

(para 11.5.15)

12.11,15 Under the existing system, inspectors of taxes
(IT's) and superintendents of taxes (ST 's) are partly
promoted from the lower ranks and partly recruited
directly. The posts of ACI's and UCT's are filled
solely through promotion,

(para 11.5.16)

12.11.16 The mjinimum qualifaction for clerks as well

as IT's is matriculation, while that for direct re-
“cruitment of ST's is graduation. 37.5 per cent of

ST 's would consist of individuals who enter as clerks

and 12.5 per cent would consist of persons who enter

as IT's and hence about 50 per cent of the SI's could

be expected to be just matriculates. It would, therefore,
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be fair to conclude tnat tac gcncrai educational level
of BT's would not be too high.

(para 11.5.17)

'
.
]

12.11.17 Neither IT's nor tue directly recruited ol
arc givein any special training in taxation nmatters. e
believe that therc should be some change in the syster

of recrultment and that without undue delay, arran-
gements must be made for the adequate training of new
entrants as well as for refresher courses to be conducted
from time to time.

(paras 11.5.18, 11.5.19)

12.11.18 As far as the short-term is concorned, impro-
vement in the gencral level could be brought about only
tarough the introduction of "senior oST's". 1In tae long
run, we would suggest that the Government of assam should
establish a Tax Training Institute of its own.

{ paras 11.5.20, 11.5.22)

12.11.19 Under the existing provisiocns the first appeal
is made to a person working under the administrative
control of the commissioncr. This does not scem to be
appropriate. we would, urge that the appellatce au-
thority for tax matters should be separated from the
main body of the administration. Consideration be given
to the establishment of a tribunal for the taxes
administered by the Department. The 40T 's (Appeals)
should come under the tribunal.

(paras 11.5.25, 11.5.26)
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12.11.20 At present there is no mcans of formal contact
botween tac Taxation bepartment on tiie one hand and the
asscesecs and the jeneral public o tac other. we

feel that it will be of great suvantagc to constitute
a Paxation advisory Committe¢ of ruprescuntatives of
coctors of trade and industry directly affected by the
various taxes. If the Committcee at tae state level
functions succcessfully and proves to be useful, the
Government may think of constituting lLocal advisory
Committeces, the level of each Division which could also
serve purpose of bringing the body of the tax paycrs
and the Taxation Department together at an informal

level,
(paras 11.5.27, 11.5.28)

12.11.21 As tac State was reorganisced in 1970-71, the
headquarters office was sihifted from sinillong to
Gauhati. At present this office is houscd in Temporary,
hired accommodation. The space occupied by tinc headqu-
arters office is quite limited. For a proper function-
ing and staffing, the headquartcrs would require four
to five times the space at prescnt occupied.

(para 11.5.29)

12.11.22 The officus of tie ST 's that we visited were
also accommodated within small buildings and were without
several amenities that should be provided to the visiting
assessees such as sitting accommodation, provision of
drinking watcr, space to move about, etc. It is
important that the offices of the ST b be located

in more spacious buildings.

(para 11.5.30)
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ANNSAURE

List of Aeplies ileceived

No. Hame of tne sender
1. vales Tax Bar Association, Gauhati
2. axestern assam Chamber of vomnerce, wibrugarn

. Iinsuvkia Hdardware Merchants' sAssociation, Yinsukia
. Upper Assam Chamber of Comnerce, Jorihat

q

3

4

5. Darrang Canamber of Commerce, Lezpur
6. Assam l'inancial Jorporation, Shillong
7

. Federatior of All India Automobile spare parts
ASsociation, iHew selhi

8. isssam Young snterpreneurs .scociatlon, Gauhati
9. Kanrup Chamber of Commerce, ‘aunati

10. Federation of borth wsast In'ia Zhambers of
++ Cormerce and Industry, Gauh:ti

* . .
11. Assam Manufacturers Associstion, wvauhati
12. Truck Owners Aissociation, wauhati

* Personally interviewed.



