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1, the Chairman of the Public Accounts Committee as authorised 
by the Committee do present on their behalf this Fifteenth Report on 
action taken by Government on the recommendatims of the Public 
Accounts Committee contained in their Two Hundred andl Twenty 
Seventh Report (Seventh Lok Snbha) on Receipts of tho Administra- 
tion of the Union Territory of Delhi-Sales Tax-Survey, Registra- 
tion and Declaration Forms. 

2. l n  this Report the Committee have reiterated the view expres- 
sed in Original Report that unless a fear of prosecution is created in 
the mind of recalcitrant trader who carries on his business without 
getting himsclf rupistercc! under the Delhi Sales Tax Act, it would be 
difficult to effectively deal with the situation. The Committee, there- 
fore, desire Government to take positive decision in the matter and not 
hcsitatc to have rccour\e to prosecution of recalcitrant traders. 

3. The Comnittcc h a :  ohm-ved that. although large number of 
survcy,s were undertaken bv Delhi Administration recently for detect- 
ion of dealers evading registration and payment of Sales Tax. these 
were only cltl ltoc in nature. The Committee, have. therefo~e. reiterat- 
ed the view that establishmen_t of adequate institutional arrangements 
Sor conducting niarket surveys on a regular basis will make it imps- 
sible for the dealer who is required to register under the Act to escape 
registration. 

4. In this Report. the Committee have observed that a large num- 
ber of assessment cases relating to Local and Central Sales Tax have 
been outstanding for n Ion: period. Mainly, thc magnitude of the 
pending assessment cases is attributed to the inadequacy of the staff 
dvailable with thc W h i  Administration. The Committee desire that 
adequate staff should bc provided expeditiously to quicken the pace of 
disposal of the pcnding cases. . 

5. The Committee have also recommended Government to consi- 
der the feasibility of immediate suspension of registration of cases 
pending for cancellation. The Committee observe that by suspending 
registration. the Departmental machinery will be compelled to be 
more vigilant in its dealings with defaulters in the matters of issuing 
forms or recovering tax revenues. 



6. The Report was considered and adopted by the Public Ac- , 
counts Committee at their sitting held on 16 August, 1985. Minutes 
of the sitting form Part I1 of the Repon. 

7. For facility of reference ,and convenience, the recamrnendations 
and conclusions of the C m i t t e e  have been printed in thick type in 
the body of the Report and have also been reproduced in a consolida- 
ted form in the Appendix to the Report. 

8. The Committee place on record their appreciation of the assis- 
tance rendered to them in the matter by the Office of the Comptroller 
and Auditor General of Tndia. 

E. AYYAPU REDDY, 
Chairman, 

Public Accounts Comniittec 



REPORT 
1.1 This Report deals with the action taken by Government on 

the recommendations of the ~ u b i i c  Accounts Committee (1 984-85) 
contained in their Two Hundred and Twenty Seventh Report (Seventh 
(Lok Sabha) on Paragraph 3.04 of the Report of the Comptroller 
and Auditor General of India for the ye& 1981-82, Union Gwern- 
ment (Civil) Revenue Receipts Vol. I-Indirect Taxes relating 
to Receipts of the Administration of the Union Territory of Delhi- 
Sales Tax-Surveys, Registration and Declaration Forms. 

1.2 The 227th Report was presented to Parliament on 24 August, 
1984. Action Taken Notes in respect of all the recommendations 
have been received from Government. These have been broadly 
categorised as follows: 

(i) Recommendations or, Observations which have been 
accvted by Government. 
S. Nos. 1, 5, 6, 7, 8, 9, 12, 13, 14, 17 and 18. 

(ii) Recommendations or observations which the Committee do 
not desire to pursue in the light of the replies received 
from Government . 
Nil. 

(iii) Recommendations or observations replies to which have not 
been accepted by Committee Ednd which require reite- 
ration: 
S. NOS. 2, 3, 4, 10, 11 and 1 6  

(ivj Recommendations or observations in respect of which 
Government have furnished interim or no replies: 
S. No. 15. 

1.3 The Committee will now deal with the action taken by Gov- 
ernment on some of their recommendations and obseriations: 
Proscrcution of unregistered dealers ( P m s  73 and 74. Sl. No. 2 and 
3 ) .  

1.4 Commenting upon the question of penal measures against 
dealers who persistently avoid regstration the Committee, in para 75 
of their 227th Report, recommended as follows: 

"The Committee are surprised to find that adthough between 
1979-80 and 1981-82, as many as 5,317 dealers w e  



found carrying on business without registration, all of 
them were proceeded against under Section 23(6) and 
action for prosecution under Section 50 (1 ) (b) was not 
taken even in a single case. The argument advmced by the 
Ministry for not launching prosecution even in a singlc 
case is that 'if a penalty is imposed on a dealer, he cannot 
be prosecuted under Section 50(l)(b) and they would 
like to have the money instead of prosecuting the person'. 
The Committee need hardly point out that a powerful 
instrument for forcing dcdlers to register themselves i.s 
the fear of prosecution. If a dealer has been evading tax 
for year but not registering himself, which is quite com- 
mon, the penalty under Section 23(6) would hardly be 
a sufficient deterrent. The Commtitee, therefore, feel that 
prosecution under Section 50 could invariably be laun- 
ched in cases where it is found that thc dealer has been 
evading registration deliberately for a number of years," 

1.5 In reply to the recommendation, Government have reiterated 
their earlier stand and stated as under: 

"Section 23(6) contains an inbuilt provision for the levy of 
penalty for such defaults. Thc jurisdiction to assess and 
to levy penalty under this provision is not dissectihlc. 
This being so, non-levy of pendty could tcntamount to 
exoneration and prosecution could be barred or could, 
if initiated, terminate into acquittal. Keeping this in 
view, Sales Tax Department has hitherto been taking 
recourse to imposition of penalty in such cases. In case 
the dedler, however, after fixation of his liability persiqtc 
with the default and continues tosarry on business with- 
out registration, the assessing authority, after making hi< 
intention clear in the assessment order, can take recoursc 
to the prosecution under section 50(i)(b), instead." 

Having been informed that the Sdes Tax Department had been 
instmded to launch criminal prosecution in selected cases under sec- 
tion SC(1) as an exemplary measure the Committee had in Para 74 0.;' 
the Chiginal Report desired to be informed of the number of cases in 
which such prosecution cases had been launched since the issue of 
instructions, together with outcome thereof. 

The Committee have been infonned on 30-3-1985 that after issue 
of instructions to launch criminal prosecution, no  criminal prosecutions 
have been launched. 



1.6 The Committee see'no jastificatim for the attitude of help- 
1- exhibited ia the Government's reply in regard to the del[saltiag 
tradtr who carried on his business wbbut getting himself regiistered 
under the Delhi Mles Tax Act. Accordfng to them, with the existing 
provisions iu law, since jurisdidioni to assess and to Iwy penalq is not 
dissectible, non-levy of penalty tentamounts to exonerate prosecu- 

' tion is debalrred and if initiated, bound to end in acqufttpl. In the 
Committee's view, this should not create any difficulty in dealing with 
the recalcitrant defaulter as a suitable amendment to the Law can be 
devised. In any case, even under the existing provisions, the assessing 
authority, after making his intention clear in the assessment order, call 
take recourse to prosecution under Section 50(1)0. The Committee 
would like to reiterate their view that unless a fear of prosecution 
exists in the mind of recalcitrant trader, it would be difficult to elfec- 
tively deal with the situation. The Committee would, therefore, like 
Government to take positive decision in the matter and nat hesitate to 
have recourse to prosecution wherever the trader pdrsistently avoids 
registration. 
~rran~wt&nl .s lo conduct Mur:kct Surreys for Registration ( P a r a  75 
SI. No. 4) 

1.7 Commenting upon thc unsatisfactory arrangements to conduct 
surveys on regular basis to register dealers, the Committee in Para 75 
of their 227th Report hidd recommended as follows:- 

"It is wrprising that although survey work is basic for detec- 
tion of dealers evading registration and payment of sales 
tax, there is no inbuilt arrangement in the Sales Tax De- 
partment to conduct surveys on reguldr basis. There is 
no separate staff specially earmarked for surveys and 
these are being conducted by Inspectors who are already 
charged with multifarious other duties. The Sales Tax 
Commissioner admitted before the Committee that "we 
do not undertake the market survey in a very methodical 
manner". No wonder there has been an appreciable 
fall in the detection of deders evading registration. Thus. 
while during 1975-76 and 1976-77, the number of un- 
registered dealers detected was 1,966 and 3,179 respec- 
tively, it came down to 735 and 630 in 1981-82 and 
1982-83 respectively. The argument put forth by the 
Ministry that it is now unattractive for a dealer not to 

register himself is not convincing. 
The Sales TzQr Commissioner was frank enough to admit 

before the Committee "Looking on the number of dealers 
who should have registered and who have not registered. 



oyr elforts have not bqen commensurate with the problems 
that exist" and thit "such dealers cannot &st unless 
@ere is collusion hetween unscrupulous dealers and our 
unscrupulous staff". This, to say the least is very unsatis- 
factory state of affairs. The Committee, therefore, re 
commend that the Sales Tax Department should makc 
adequate institutional arrangements to conduct msjrkct 
surveys on a regular basis so as to ensure that no deale, 
who is required to be registered escapes registration. How- 
ever, the Committee would like to caution that sodequatc 
steps should be taken to ensure that these surveys are no. 
allowed to become means for harrassing innocent dealers." 

1.8 In their action taken note dated 30-3-1985, the Ministry of 
Home Affairs have stated: 

"Keeping in view the observations of the Committee and the 
note of caution sounded by it, in addition to the normal 
surveys conducted by the ward Inspectors, a special drive 
was launched to undertake surveys of the dealers by 
Sales T m  Inspectors in groups under the o v e r 4  super- 
vision of senior Officers. For this purpose some specific 
areas were identified in different Zones and these areas 
were surveyed by a team of inspectors headed by a Sales 
Tax Officer. On the occasion of Diwali festival Atso dur- 
ing 1984, a special survey dnrive was launched. Certain 
areas and markets were identified and the dealers dealing 
in commodities like sweets, utensils.. toys and readymade 
garments were surveyed. As many as 19 teams were 
formed, each team consisted of one Sales Tax Officer, one 
Assistant Sidles Tax Officer and thrcc Inspectors. On 
this occasion alone 1841 surveys were conducted. During 
the period 1-4-1984 to 31-12-1984, 18,412 surveys have 
been conducted, including surveys of unregistered 
dealers". 

1.9 The Committee had recommended in their Original Report 
that adequate institutional arrangements sbould be evolved to conduct 
market surveys on a regular basis. Instead, however, the Committee 
find that @e Delhi Administration have made eRws towards stepping 
up suneys of selected areas by way of special drives for identifying 
dealers and registering them. A1thoug;h a large number of sunteys 
w e n  uadertaken in these drives, these measures were only ad hoc in 
nature and ;did not lead te a long term solwtion af the problem. The 



CermWec, therefow, reiterate the& v i w  that establishment of ade- 
qarte Jnstihrtiaaal arumgemen$ tor conducting market BUliVep on a 
regdm b& Will  lgOke it impossible for the dealer who is required to 
register undea the Act to escape fegistration. 

Control over declaration forms (Para 81 SI. No. 10) 

1.10 Expressing their dissatisfaction over distribution of declara- 
tion forms to the registered dealers witnout adequate control rendering 
this instrument of control ineffective and resulting in misuse thmwf, 
the Committee.in P l a  81 of their 227th Report had recommended as 
follows: 

"From the above cases, the Comnlittee are led to the irresistible 
conclusion that the instrument crf control over dedlers 
through declaration forms has been ineffective and has 
therefore not served the underlying purpose. The cases 
given in the audit para are symbolic of the growing 
phenomenon of trders getting themselves registered, 
obtaining declaration forms, using these forms and then 
disappearing from the scene without rendering any acco- 
unt of the forms or discharging their tax liability and re- 
appearing at 1 later stage under other names. It is really 
pathetic that the Sales Tax Department has failed to take 
my action against such unscrupulous deaers who in 
admittedly collusion with unscrupulous staff of the Sales 
Tax Department are depriving the public exchequer of 
considerable tax revenue. The Committee cannot but 
express their deep concern at this. The Committee re- 
commend that urgent merl3ures should be taken for 
streamlining the existing procedure for issue and account- 
a1 of declaration forms and in particular for matching of 
declaration forms with the returns of the purchasing 
dealers, at least in cases involving heavy amounts". 

1.1 1 In their action taken note dated 30-3-1885. the Ministry of 
14ome Affairs have stated: 

"So far as issue of ST-1 forms is concerned the following 
measures to safeguard the interest of revenue have been 
taken by the Sales Tdx Department. Only limited num- 
ber of forms q e  issued to nedy  registered dealem and 
further supplies are made to them after being fully satis- 
fied with the utilkation of the forms issued in the past. 
No stock of fresh forms are issued without obtaining utili- 
sation account from d dealer relating to the forms issued 



to him on the last occasion. Big dealers who are issued 
large number of ST-l forms are also surveyed and sates 
conducted by them are verified from time to time. 

Electronic Data Processing Cell has been set up in the SAes 
Tax Department. With the implementation of this 
scheme, it will be possible Tor the Sales Tax Department 
to cross check the claims of exemption made by the 
registered dealers on the basis of the statutory forms ST-1. 

It is hoped that with the adoption of strict measures taken by 
the Sales Tax Department with regard to the issue of ST-1 
fornls, verification of heavy sales by certain dealers 
through the field staff and also cross checking of clainic 
made by the registered deders on the basis of statutory 
fornl ST-1, by the EDP Cell, chances of misuse of ST-1 
forms would be minimised". 

1.12 The Committee note that Government have taken certain 
rneimms towards streamiining the procedure for issue and accwnt- 
ing of declaration forms in order to safeguard against dishonest dea- 
lers taking undue advantage of inadequate control ovdr the issuance 
of declaration forms and evading tax in coliusion with unscnrpuhm 
s t M .  The Committee, however, 5 d  that rn- such as issuing only 
limited number of Toms in a controlled manner, cross checking claims 
of exemption by the Electronic Data Processing Cell in the Sales I'as 
Department are limited to S.T. 1 forms only. Since Tax evasions arc 
b e i i  fiactised in case of Central Sales Tax a h ,  the Committee. 
fail to understand why similar measures have not been made appli- 
cable to the Central Tax as well. The Committee hope that this as- 
pect of the matter will also be attended to. 

Heavy arrears of assessmenr work ( Para 8 2. SI. No. 1 1 ) 

1.13 Resenting over the inordinate delay in finalisation of as- 
sessments resulting in heavy arrears of 'Sale Tax in Delhi, the Com- 
mittee in Para 82 of the 227th Report had recommended as follows:- 

'Tbe Committee are concerned to note that the assessment work 
in the Srdes Tax Department is heavily in arrears and in 
1983-84 the Department was doing assessment of 1979- 
80. The seriousness of the position can be seen from tbc 
fact that as on 1-4-1980 as many as 2,89,430 assessments 



relating to' local Sales Tax rdnd 2,65,688 assessments re- 
lating to Central Tax were pending and out of these near- 
ly onefifth related to the year 1979-80. The Sales Tax 
Cornmissicmer was frank enough to admit before the 
Committes that 'These things d l 1  continue to be there 
till such time we are able to 'come upto date in assess- 
ment". The Ministry have explained that the pendency is 
due to acute shortage of staff which was sdnctioned as 
far back as in 1975 when the number of registered deal- 
ers was far less and that the proposal for augmentation 0; 
the std5 strength is under consideration of Government. 
The Committee need hardly point out that delay in fina- 
lisation of assessments not only results in undue hardship 
and harassment of dealers but also provide ample scope 
for unsorupulous practices, manipulations and dishonest 
deals. The Committee would recommend that the statu- 
tory time dowed for completion of assessment may be re- 
duced from Tour years to two years. Presently all returnq 
are being taken up for assessments only after three and 
a half years by which time the wrupu lous  dealers man- 
age to disappear or dispose of theu net assets". 

1.14 In their action taken note dated. 30-3-85 the Ministry of 
Home Affairs have stated: 

"As akeady admitted by the Commissioner, Sales Tax before 
the Committee, upto daze assessment is very much desir- 
abrle. But this would not be possible unless ddequate staff 
is provided. As soon as the required strength WE staif is 
in position, the question of upto date assessment of tbe 
dealers will be taken up. However, to begin with, efforts 
arc being made to assess 6ig dealers, with a gross turn- 
over of Rs. 75 lakhs and above 8ad monthly tax payem 
for the years 1980-81, 1981-82 and 1982-83. It is hoped 
that it shall be possible to cover all these big dealers and 
monthly tax payers upto 1982-83 for the assessment pur- 
pose. The National Institute of Public Finance W Pe 
licy and also the Department of Personnel, Government of 
India Ministry oi Home Affairs have made some ~IXCRU- 
mendations for augmenting the staff strength and the re- 
commendation~suggestionk made in this regard are undsr 
considerrltion. 



Tba suggestion with rckard to reduction of limitation for as- 
sesdmexit Prom 4 to 2 years is linked up with the adequacy 
d s&ff arrd can be considered after the huge pendency 
has been brought to level. Moreover, the reduction in 
the limitation period of assessment required amendment 
of Delhi Sale Ta Act, 1975". 

1.15. The Committee note with regret that the DelM Administra- 
tion & ban adopting a lukewarm and lactredPidcrrl approach to the 
problem of tbe large number d outstandiig assessment cases rehthg 
to local and central sales tax in the Union Territory of Delhf running 
into Ubs. On 1-4-1983 as many as 2,89,430 assessments relating to 
Local salea tax and 2,65,688 essrnent relating to central tax wewe 
pending. A large number of tbese have been outstanding for a long 
period. Delay of this magnitude enable dishonest dealers to indulge in 
nnscrupulou~ practices with a view to evading the payment of the 
taxes due. Mainly, the magnitude of the pending cases is attributed to 
inadequacy of the Staff available with the Administration. The Na- 
tional Personnel, Government of India have recommended for addi- 
tional staff, and these recommendations are under consideration of 
Government. The Committee desire that adequate staff should be 
provided expeditiously to make possible the disposal of the pending 
cases speedily. 

Immediate suspensiorl of  registration (P.ara 87-S1. No. 16 ) 

1.16 Considering that the provision of cancellation had proved 
ineffective a suggestion had been made during the course of evidencc 
that there should be a provision in the kJw for immediate suspension 
of registration of dealers under the Sales Tax Act, palding cancella- 
tion. Th this connection the Committee in para 87 of their 22711: Rc- 
port had recommended as follows: 

"The representative of the Ministrv of Home Affairs suggest- 
ed that there should be legisktive provisions providing 
for immediate suspension of registration, pending cancel- 
lation. The Committee desire Government to give a serious 
thought to the proposal. The Committee further desire 
that the matter should be examined in depth to find out 
the reasons for so much delay in the department in tak- 
ing action dgainst the defaulting traders and the failure 
of the instrument of cancellation of registration to scrve 
as a deterrant against the defaulters as also the corrective 



measure that miiy be talce~ tb ensure M y  ncow 
of tax. It may also be examined as to how fat th 
pointed out in the preceding paragraphs were due to the 
negltgenct/csllusion ch the part of the depgstmeutal staff'. 

1.17 In their action taken note dated 30-3-1985. the Ministry d 
Home Affairs have stated; 

"For a proper appreciation of the suggestion made by the 
Public Accounts Committee, enquiries were made fr<hn 
various States a d  Union territories. From the repties re- 
ceived from 18 States and Union Territories, it was found 
that they have not made any provision in the Sales Tax 
Law in force in their respective States for suspension 
of registration certificates grated to the dealers. Suspen- 
sion of Registration Certificate even if resorted to by in- 
serting a proviso in the law, will not have the effect of 
absolving a dealer of his liability to pay the tax. The pro- 
visions relating to cancell~ion of registration certificates 
contained in Section 20 of the Delhi Sales Tax Act, 1975 
are exhaustive and extreme step of cancellation of regist- 
ration certificates in cases other than cases of closure of 
business firms is resorted to for activities of the dealers 
which are considered to be prejudicial to revenue and 
violative of the provisions of law as would be seen from 
subsection (3 )  of Section 20 of the Act. The purpose 
sought to bc achieved by inserting provision for suspen- 
sion of registration certificates can adequately be served 
by subsection t 5 )  of Section 3 of the Delhi Sale.. Tax 
Act, 1975, according to which provision: 

'Any dealer whose. certificate of registration has been cancelled 
under sub-section (3) of Section 20 shzrl1:- 

(a) If his turnover calculated from the date of cancellation 
any subsequent year, exceeds the taxable qunnhim on 
day within the year; or 

(b) If his turnover cdculated from the commencement d 
any subsequ~rit year, exceeds the taxable quantum on 

any day within that year. 
be liable to pay tax under this Act with effect from the date immediate- 
ly following the day on which such turnover again first exceeds the 
tabrable quantum on all sales effected by him after that day of goods 



imported by him from outside pelhi or manufactured by him in Delhi 
or purchased by him without payment of tax leviable under this Act". 

Such a dealer is dso  under a legal obligation to obtain special 
registration under Section 17 of the Act ibid. This registration, unlike 
the registration under Section 14, deprives the dealer of his right to 
avail of the benefits of making tax free purchases on the strength of 
his registration certificate as no item is specified in such d certificate. 
This being so, insertion of new provision for suspenion of the certi- 
ficate does not appear to be necessary". 

1.18 The Committee during the course of their proceedings ob- 
served that provisions of cancellation of registration cewcates are 
not used in time against defaulting trader. By the time the cancella- 
tion action is taken the defaulting Wer either runs away or disposes 
oY all his goods. It i s  to avoid this eventuality that the Committee had 
asked Ministry to consider the feasibility of immediate suspension of 
re@BWon of cases pending for cancellation. By suspending registra- 
tion, the Departmental machinety will be compelled to be more v w -  
W t  iu its dealings with defnulters in the matter of issuing forms or 
recovming tax revenues. 

1.19 The Committee h i r e  that final reply to Recommendation 
Sl., No. 15 in mpect of. which onIy interit11 reply has been funmished 
by Government so far may be furnished to the Committee expeditious- . .. 
Iy. 



RECOMMENDATIONS AND OBSERVATIONS WHlCH HAVE 
BEEN ACCEPTED BY GOVERNMENT 

Recommendation 
As per the Delhi Sales Tax Act, 1975, a dealer is liable to pay 

tax if his annual gross turnover exceeds a prescribed figure which is 
currently Rs. 1 lakh in the case of a trader, Rs. 30,000 in the case of 
a manufacturer and Rs. 75,000 in the case of a hahai. A dealer 
carrying on business without registering himself is liable to prosecution 
under Section SqiXb), and in case of conviction, is punishaMe with 
rigorous iniprisonment for a tern which may extend to six xnonthls or 
with fine or with both. Under Section 23(6), the dealer is liable to 
pay. by way of penalty, in addition to the amount of tax so assessed, 
;I s i ~ m  not exceeding twice that amount. 

1,s. No. 1 Appendix I Para 72 of 227th Report of Public AG 
counts Committee. (Seventh Lok Sabha)]. 

Action Taken 
No comments. as it  is 11 statement of facts based on the provisions 

of the Act. 

[Ministry of Home AfTairs O.M. NO. U-16014j14j84 Delhi 
dtated 30-3-851 

Recommendation 
. Thc Committee feel th~it there is an urgent need for creating a 
clinintc of confidence among the traders in Delhi about the working 
of the Sales Tau Lkpartnxnt. It needs to be investigated as to why. 
in spite of tlic fact that registration confers a number of benefiti' on 
the traders such as frec intra-State transactions, a large number aF 
tr~klers avoid registration and tqx free purchases locally. In particular 
it needs to he enquired whether it is because these traders have to 
face necdlcr;~ constraints. procedurql or otherwise or they are appre- 
hcnsivc of 1inr;twmcnt by thc officers of the department. In this con- 
ncctiav. the Committee note that the Sales Tax Department have 



started holding series of meetings and discussions with the trade asso- 
ciations on problems of mutual interest. The Committee feel that, 
though belated, this is a step in the right direction. The Committee re- 
commend that such meetings should be held regularly and necessary 
follow-up action taken to remove the dlfiicul~ies and griewnces of 
traders brought out during discussions. 

[S. No. 5 Appendix 1 Para 76 of 227th Report of Public Accounts 
Committee (Seventh Lok Sabha)] 

Action Taken 

Sales Tax Officer (H. Qrs) has been designated as Public Rela- 
tion Officer to look into the complaints and grievances of the dealers. 
Meetings between the Commissioner, Sales Tax and leading Federa- 
tionslAssociations of Traders are being arranged flom time to time. 
DifBcultiesjproblems being faced by the traders are discussed in these. 
meetings, and the traders are also informed about the steps taken by 
the Sales Tax Department to simplify the procedures and ameliorate 
their difficulties in various spheres of work. Such meetings have prov- 
ed very useful. These have enabledl the top functionaries of the Sales 
Tax Department to have a first hand knowledge of the problems of 
the trading community and the areas of work which call for corrective 
action. The trading community h& also been benefited as they get 
knowledge of the measures taken or baing taken by the Sales Tax 
Department to solve their problems. 

ministry of Home Affairs O.M. No. U-16014114184 Delhi 
dlated 30-3-853 

Recommendation 
The Committee note that at present Sales Tax is largely being 

levied at the last point, which is leading to a lot of complications and 
tax evasion. When asked why the tax could not be levied at the first 
point, the representative of the Ministry stated ' you have (t very good 
suggestion. In fact our effort has been that as many commodities ah 
possible we can tax at the first point itself. But all commodities do not 
admit of taxation at the first point. This is a paint to consider whe- 
ther more things cannot be included in the first point". 'Jlw Committee 
=anmended that the matter of bringing as many commodities as p 9 i -  

Me to tax at first pqht be examined expeditiously and if  necessary, 
changes in legislation introduced. 

[S. No. 6 Appendix I Para 77 of 227th Report of Public Accounts 
Committee (Seventh Lok Sabha) .I 



A- Taken 
At present 23 goods]clas~cs of goods are taxable at first mt 

mder Dblhi S a l ~  Tax Act, 1975. The National Institute of Public 
Finance and Policy, New Delhi andi the Department of Personnel 
and Administrative Reforms, Ministry of Home Affairs h@ve made 
studies of the "Sales Tax dilunlstration in the Union teqitory of 
Dehi". Thew reports also coiltain suggestions~pecornmendations with 
regards to the shifting ol t,tx rrom the last point to first point. The 
matter regarding shifting of additional goodslclasses of goods from 
the last point to the first point is under consideration of Delhi Admini- 
stration. 

[Ministry of Holm Affair\ O.M. No. U-16014114184-Delhi 
dated 30-3-851 

Recommendation 
In respect of sales to rcgistcred purchasers, a registered dealer has 

to enter them in dcclaratjon forms and pet them duly signed by such 
purchasers, in order to claim exemption in respect of such sales. 
Blank declaration forms July numbered are issued and controlled by 
the department. The Audit para has brought out three cases which 
show that therc is a hardly any watch over the issue of declaration 
forn~s and their accountnl. leaving ample scope for tax evasion. In 
one case, a trader (Mjr. Sunil tradcrs, Inderpuri) was issued, 125 dcc- 
laration forms but he furnished account for 96 forms only. The Sales 
Tax Department continued to issue these forms in spite of the fact 
that proper accounts in respect of forms issued earlier had not been 
rendered. The dealer made purchases valuing more than Rs. 10 lakhs 
between December, 1981 and January, 1982 but on the assessing 
authority issuing notices in February, 1982 to produce his records in 
order to settle discrepancic; in his returns, he surrendered his regis- 
tration certificate with a request for it$ cancellation. The dealer h ~ s  
since disappeared and i s  not traceable and the dues from him have not 
yet heen realised. 

[S. No. 7 Appendix 1 Para 7 8  of 227th Report of Public Accounts 
Committee (Seventh Lok Sabho)] 

Action TIllren 
So far as issuc of ST-1 fonns is concerned certain measures to 

safeguard the interest of revenue have been taken by the Sales Tax 
Department. Onlv limited number d fonns are issued to newly regis- 
tered dealers and further s u ~ ~ l i e s  are made to them after being fully 
satisfied with the utilisation of the forms issued in the past. No Jtock 



of fresh forms ,are issued without obtaining utilisation account from a 
dealer relating to the forms issued to him on the last occasion. Big 
dealers, who issued large number of ST-1 forms are also surveyed and 
sales conducted by them are verified from. time to time. These mea- 
sures have proved to be very useful in checking misuse of forms by 
the dealers. 

Electronic Data Processing Cell has been set up in the Sales Tax 
Department. With the implementation of this scheme, it will be possi- 
ble, for the sales tax department to cross check the claims of exernp 
tions claimed by the registered dealers on the basis of the strdtutory 
form ST-1. 

It is hoped that with thc adoption of strict measures taken by the 
,Sales Tax Department with r e m d  to the issue of ST-1 forms, verifica- 
tion of heavy sales by certain dealers through the field staff and also 
cross checking of claims madc by the registered dealers on the basis 
of statutory forms ST-I, by the EDP Cell, chances of misuse of STD 
forms would be minimised. 

In so far as the caw. of IM s. Sunil Traders, Inderpuri, is concern- 
ed, it i s  statcd that the dealer has already been assessed upto date 
vide orders dated 8-12-1983 and demand of Rs. 1,0A.-\18'-  wah creat- 
ed under the Local Act and Rs. 226)-  under the Central .Act. Pro- 
ceedings for the recovery of the additional demand were initiated on 
10.2.1984. Thc deaIer is however. not traceable at the business prc- 
mists as well as the residential address. Hov~cver. efforts are hein: 
made to trace out his wheredbouts with the help of the local police 
in order to effect the recovery. The dealer had filcd cash security of 
Rs. 2,0001- each under the Local and Central Act which is being ad- 
iusted towards the arrears of demand. 

[Ministry of Home Affairs 0. M. No. U- 1 601 4 ;  14184-Delhi 
dated 30-3-85'1 

Recommendation 
In the same case the dealer filed threc scparute rcturns for thc 

qame period showing huge di~crcpancies but the suspicion of the De- 
partment was not aroused. This is indeed disquieting. When question- 
cd in evidence. the Sales Tax Commissioner admitted the lapse in the 
f4lowing words "if somebody filcs a revised return, when hc is chang- 
ing figures. not onlv in thousands, but in lakhs, ccrta;nlv a vigilant 
Sales-tax Officer'should trv to find out whv hc is filing the rcvised re- 
run$ even thoueh under the tnw it mav be ncrmi~sible for him to do 
so": The Committee would like to bc informeid what action has been 



tuken against the oflicer responsible for the lapse and whether suitable 
instructions to the officers to obviate such lapses have since been 
issued. 

IS. NO. 8 Appcntlix 1 Para 79 o f  237th Report of Public Accounts 
Commillcc ( Seventh Lok Sabha)) 

Action Taken 

The csplanation, of thc concxnd  Ofticel.\ liacc bccn called. Of 
3 O1ficer.s who 1iap1;encJ tt, dcal with this cake at differtnt levels. one 
has since retircd from service. Esplmatiow from one Officcr has 
been rcceivcd. F u  thc! ,tctio,i in tllc ciatlcr \!ill bc taken 01.1 receipt 
of L '   planation^ of tllc : ein::,ning OfTicm. 

Recommendation 

1s. No. 9 Appendix I p ! r a  89 c b r  2271!1 Rcport of public Accounts 
Comniittec (Seventh Lok Sabha)l 

Action Taken 

The dealer M C'I 044 Fntcrp~ he\. h4aw~:uri. Delhi m.:~s rqistcrcd 
in Ward No. 47 u n d t r  thc !.ocal : I I I ~  Ccn!r.tl S:~le\ T ~ Y  ,\cts with lin- 
hility and validity from 10-8-1 979. The dealer was issucd 150 S.T.- 1 
forms diId 35 'C' forms. Out of 150 S.T.-I forms. the dealer furnish- 
ed the utilization account of 64 S.T.-I forms and had also furnished 
utilization kcount  of 10 'C' forms out of 35 'C' forms issued to the 
dealer. On receipt of the Sales Tax Inspector's report dated 
21 -7-1 980, wherein it was stated that the firm wds not functioning 
at the given addrcw S M W W ~ O  cancellation proceedings were initiated 
to cancel thd R.Cs of the &+er by the then assessing authority and 

. finally the registraon certificates were cancelled on 18- 1 1-1980 
w.e.f. 1 8-8-1 980. 



The assessment proceedings against the dealer were fmalised on. 
best judgement basis (ex-parte) on 18.8.1983 and the following de- 
mands were raised against the dealer:- 

Year Central Local 
1979-80 Rs. 56.00 Rs. 45,233.00 

1980-81 (upto 18-8-80) Rs. 20,200.00 Rs. 1,00,200.00 

Recovery certificates were issued to the dealer on 29-9-1983, 
which were received back unserved with the report of the postal autho- 
ritia that the dealer has left the plzdce without address. The notices 
were also sent to Shri Ram Karan s!o Shri Durga Prasad, owner of 
th eproperty No. 365 and Plot No. 3 1 iIB Samepur, T)elh:i, who stood 
surety at the time of the registration of the above mentioned dealer 
for Rs. 10.000i- each the local and central Act, agginst property 
papers, which were a h  received back unserved. The matter has now 
been referrcwl to the p d i x  authorities to trace out the dealer as well 
as the surety. 

The final report from the Police Authorities is still awaited. 

[Ministry of Home Affairs O.M. No. U- 1601 4j 14184-Delhi 
dt. 30-3-851 

Recommendation 

The registration of a dealer can be cancelled. if among other things, 
he furnishes or accepts false declaration with a view to obtaining tax 
exemption or fails to furnish security demanded or is convicted under 

the Sales Tax Act. However, the cases given in the audit para show 
that the threat of cancellation of registration has proved to be indec- 
tive and has not produced the desired results. 

[S. No. 12. Appendix I, Para 83 of 227th Report of Public 
Accounts Committee (Seventh Lok Sabha)] . 

Action Taken 

Thc iegistraticm CGRificate of a dealer can be cancelled as provided 
under Section 20 of Delhi Sales Tax Act, 1975. The Sales Tax 
Depaitmat haw the pawor to cancel the registration certificate d 

dealers, who are engaged in Ctivities detrimental to Government 
-aventos. Sach dealers can also be proceeded against under Saction 50 
dtbsLocaAd.  Thses-mddcteat6bedd~dlt ly  
duWmnt. Hawrrvsr, with a view to excrdes bet& control over iegib 



tration of Aralarg, the Salg Tax Department has cmtralised r e  
gistrations to be made by a Central Registration Cell under over-all 
wpcavisiaastan.-t ao=- i~ . .~ i t&*" tC lu ,p t lg ic  
derably arrested hie ~ I U W L ~  or uugus ueaers. 

{Ministry of Home ~ f f  airs, D.M. No. LT-l6Ol$J l&l84-T&gii. 
&t& 3'(1:'3;$5.] 

. . Recommendation 
In the first case @vea in the audit Para, a dealer ( M l s ' h d  

Electrical . 1 qin?' i ) - 1  1'14 not file his returns nor 
did he pay his tax regularly for a long tima. In June, 1975, he was 
asked to fumish two sureties of Rs. 25,000 each unde;r the Lncd oad 
Central Sales Tax Acts. He did not furnish sureties but the registfa- 
tion certificate was cancelled only in September, 1979 retrospectiveIy. 
The firm has since been declared insolvent. Tax demand of Rs. 
2,66,437 is still due for recovery. When asked about the reasons for 
belated action for cancellation, the Department has tried to explain 
that because of bifurcation of the Ward, the matter was last sight 

of. This in the view of the Committee, is a sad commenta~.on the 
working of the Sales Tax Department. 

[S. No. 13 Appendix I Pard 84 of 227th Report of Public Acco- 
unts Committee (Seventh Lok Sabha)]. 

. . . . . . Action Taken 
The dealer M/s. Anand Electticals Lainat Rai Market, Delhi, 

filed an applicauon in the court of Insolvancy judge Shri G. P. Tharb 
ia. This petition was dismissed by the Insolvancy judge in the month 
of May, 1984 and the cost of Ws. 5001- was awarded in favour 6F 
Sales Tax Department. Immediately after this warrants of arrests of 
the partners of the firm were issued on 24.5.1984. The dealer then 
filed a copy of the stav order from the court of Shri C,D. Vasistha, 
Addle. Distrkt J u l ~ e .  D-hi. The Addl District judge has or&&$hat 
status-quo shall be maintained till further order of the court and the 
dealer t~hould not be &ted or any sort 6f atwhrnent made aghsr 
the dealer. The appeal fika by the dealer is being contested. 

To avoid recur,crlce of such omissions in future, necessary mea- 
sures have been initiated bv the Sales Tax Department to liquidate the 
pendency in various snheres of work. The dispsal of pending cases 
is  being regularly monitored at the higher level and position reviewed 
from time to time. These measures it is hoped. rvin to a large extent 
eliminate the chances of such omissions. 

. ministry of. Home Affairs. O.M. No. U-16014114[84-Delhi, 
hted 30&8sf 



1Pt40BdCOPdBdCOPd~-CifCdin~auditfrar.a,.g~ &@x 
(MIS. Tara Chand and Sons, Shdhdara) did not file his return for 
the quarter ended September, 1978, nor far subsequent quarters. In 
August, 1979 the daaler was not xqmrtdy traceable at his business 
address. Howcvcr, in November, 1981 the dealer informed the asses- 

sing authority that he had closed down his business and asked 
for cancellation of registration certificate, which was cancelled on 
17 November. 198 1. On assessments upto 3 1-3-1 978. which were 
finalbed only in 1982, tax amounting to Rs. 6,87,509 is still to be 
recovered. However, in the meantime the W e r  bas already disposed 
of his goods and nothing can be recovered from him. 

[S. NO. 14, Appendix I,  Para 85 d'227t1i Report of' 1'uh:ic 
Accounts Committee (Seventh 1.ok Sab11a)j 

Action Taken 

Recovery certificate for Rs. 6,87,509.00 has been issued. The 
security of Rs. 2,5001- dep0SEtex-i by the dealer at the time of regis- 
tration has been appropriated against the dcmand. Efforts are being 
made to tr&e out the whereabouts of the dealcr at thc business prc- 
mises as we71 as the residential address with thc help of the police and 
also obtain intelligence about his mwablelimnlovable assets, if any, 
with a view to effect recovery of the balance. 

[Ministry of Homc Affairs. 0. M. No. l l - I  WI.1 14/84-Delhi, 
dated 30-3-85.1 

Recommendation 
The Committee note tha t  the National Institute of Public Finanace 

and Policy who haki been entrusted in September, 1982, with the task 
of undertaking an indepth study of the structure and assessment of 

Sales Tax in mlhi  has not yet submitted its report. Thc Committee 
d&e &at this should be expedited so that the sales tax structure 
as well as the working of the Sales Tax Department in Delhi can 
be streamlined and toned up at the earliest. 

[S. No. 17, Appendix I, Para 88 of 227th Report of Public 
Accounts Comrnittec (Seventh Lok Sabha)]. 
Action Taken 

The .National Institute <YE Public Finance and Policy have furnish- 
ed their report to Dclhi Administration. Simultaneously, thk Depart- 
ment of Personnel and Administrative Reforms, Ministry of Home 



which hdd also &ted a study dating to.Sales Tax Ad- 
midstratian in the Union TePritoiy d Delhi, have also sent thsir 
report. Recon~mendationslsuggestions made by these agencies are 
ljeing examined by DeIhi Adanhistration. , 

[Ministry of Homc Affairs O.M. No. U-16014j114184-Delhi. 
doted 30-3-851 

Recommendation 

The examination of the audit para has left an impression in the 
mind of the C d m  that the Sales Tax Department in Delhi 
suffers from a number of shortcomings leading to considerable leak- 
;tw OF reirenut. 'rherc i q  recular system to conduct surveys to find 
out dealers evading registration and even though there is a provision 
in the Act for the prosecution of such dealers. the provision hat\ 
never been enforced. The work of assessment in tble department is 
lieavilv in :trrearc ~ n d  th- t.c3li1rns pending a~sesqment run into several 
lakhs. The two administrative instruments available with the depart- 
ment to serve as deterrent against malpractices viz. control over dec- 
laration form< :11id c ~ ~ r ~ ~ e l l ~ t i n n  of registration tlave not been effec- 
tively enforced. Such n situation cannot be allowed t o  continue. The 
Committee hone thijt thn  Vil i ist>.v nf Home Affairs will take neceq- 
sary steps to tone up the sales tax administration in the capital. 

[S .  No. 18. Appendix T Para 89 of 227th Report of Public 
Accounts Committce (Scvcnth Lok Sahhnll. 

Action Taken 
The working of the Sales Tax Department in Dew has ixym 

studied by the National Institute of Public Finance and Policy. Simul- 
taneously the Department of Personnel and Administrative Reforms 
have also conducted td study af the Sales Tax Administration in the 
Union Temtory of Dew. The recommendations~suggestiom ma& 
by these agencies are beiig examind and efforts will be made to re 
i~iovc tlic sliortcnniinrs 1c;tdintr to  lcakagc of revenue etc. Rcoular 
curvcw ;rrc heinr conductccl hv the Tnspectors of the Ward as well a< 
by the 1-ors of the Enforcement Branch to find out the dealers 
evadinp registration. A special cell for h assessment of the un- 
re~stered dealers has been created and upto date assessment of the 
unregistered dealers is being made. 

Section 9 3 ( 6 )  contain\ :In inbuilt nmviqinn for the levv of penaltv 
for such defaults. The jurisdiction to assess and to levy penalty un&r 
this provision is not desectible. This being so, non-levy of penalty 
woufd tentamount to exoneration and prosecation could be barred 



eoould,.jfJiniD$@d,i- : l i a t o l i a t o m  3Qqpbgfiisin,vipw, 
the Sales Tax Ddparttnsat has hitherto been taking recourse to 
impsition of penalty in such cases. If however, the dealer after &a- 
tim d his liability persists && the dedault and c m ~  to carry on 
business without registration, the 8sscssing authority may, after mak- 
ing his intention clear in the awmmmt orclaa, take reoourse to prose 
cutim under section 50(i) (b) instead, I/ 

Due to shortage of staff, it has not been possible to make upto 
date assessment of the dealers. The National Institute of Public 
Finance and Policy and also the Department of Personnel, Omem- 
inent of India, Ministry of Home Mahs hatre made mxne r - m  
datiow for augmenting the staff strength and the recommendation1 
suggestions made in this regard are under consideration. As soon as 
the required staff i q  in poslrlon. upto date assessment of the dealers 
shall be taken up. The procedure regarding issue of ST:-1 forms has 
been streamlined. Several measures have been taken to safeguard 
the interest of revenue. Only limited number of forms to the newly 
registered dealers are isued 2nd frirthrr SUVPIV is made to them after 
being fully satisfied a b u t  the utilisation of the forms issued in the 
past. No stock of forms are issued without obtaining the utilisation 
of accounts from the dealer relating to the fonns issued to him on 
earlier occasion. Ntxessary action for the cancellation of the registra- 
tion certificates of the dealers who have closed down their busine~s or 
who are found to be unscrupulous is now being taken expeditio:irlv. 

The Administration is examining 8; to how far the lapses pointed 
out by the Public Accounts Committee were due to the negligence1 
collusion of the dr~at.ttnental staff so that appropriate action could 
he taken against the departmepral s t d l  h their neg1igence)cullusion. 

[Ministry of Home . Affairs O.M. No.. U-16Ol4Iil4184-Delh1, 
dated 30-3-851 



RECOMMENDATIONS OR OBSERVATIONS WMICH THE 
COMMITTEE DO. NOT DESIRE TO PURSUE IN THE LIGHT 

OF THE REPLIES RECEIVED FROM GOVERNMENT 



CHAPTER IV 
RECOMMENDATIONS OR OBSERVATIONS REPLIES TO 
WHICH HAVE NOT BEEN ACCEPTED BY COMMITT'EE AND 

WHICH REQUIRE REITERATION 

The Committee are surpkscd to find that although betwcn 1979- 
80 and 1981-82, as many as 5,317 dealers were found carrying on 

husinekq without registratxm, all of Ihcm were proccedztl ngaiint 
undar section 23 (6) and action for prosecution under Section 50 ( i )  
(b) was not taken even a single case. The argument advanced by 

the Ministry for not launching prosecution cvcn in single caw i:, 
timt "if a penalty is impose2 or. :: c i ~ i r l ~  I .  c:wl~j: hc ~ : ~ ~ T I I ~ Y . ~  
under Scction 50(i)(b) and thev M * O L I I ~  k c  ! I i I Y - ~ ~ c :  
instead of prosecuting the penon". 

The Committee need hardly point out that a powerful instru- 
ment for forcing dealers to register themselves ih the fear of prosecu- 
tion. If a dealer has becn evxl ing t . 1 ~  for )ears but not rcgistcring him- 
self. which is quite cottmon. the penalty under Section ?Xh) wo:rlti 
hardly be a sufficient deterrent. The Committee. therefore, feel that pro- 
secution under Section 50 should invariddy be launchcd in case\ 
wherc it is found that the deaics has been evading rcyistration delihc- 
rntely for a number of years. 

[S.  No. 2.  Appendix 1. Para 73 o.i' 227th Report of Public 
Accounts Committee (Seventh Lok Sabha)!. 

Action Taken 

Section 23(  6 )  contain, Lrn inbuilt provi\ion for the Icy of penalt! 
for such defaults. The jurisdiction to assess and to levy penalty under 
this ppovisi~n is not dissechile. This being so, non-levy of penalty 
could tantamount to exoneration and prosecution muld bc barred 
or could, if initiated, terminate into acquittal. Keeping this in vicw, 

Sales Tax Department has hitherto been taking rrcnurw to imposi- 
tion of penalty in such cases. In case the dealer, however, after fixa- 
tion of his liability pcnist\ uith the default nnd continuc~ to cnrrv o n  
business without registration, the assessing authority after making his 
intention c k  in the 888dssment order, can take recourse to the prose- 
cution under W o n  50(i) (b) , instead. 

[Ministry of Home Affairs, O.M. No. 11- 1 60 1 4 ;  1 4184-Dcllii. 
dated 30-3-851 



Recommendation 

The Committee have been informed that "Sales Tax Departmeat 
now instructed to launch cfiPYlnal prosamtion in sobtai  

cams undai Ssction 50(i) as azl c~cmpllli~r meam@". Tht Commie 
tee would like to be informed of the number of cases in which SU& 
prosecution proceedings have been launched since the issue of the 
instnrcticms, together with the outcome thereof. 

[S. No. 3, Appendix I, Para 74 of 227th Report of the Public 
Accounts Committee (Seventh Lok Sabha)]. 

Actbn Taken 

No criminal prcsecuticm has been lddged so far in the case 04 
unregistered dealers under Seoltion JO(i) (b) of Delhi Sales Tax Act, 
1975. However, in sucil selected cases, where the dealers, after fixa- 
tion of their liability still pcrsists with the default and continue to 
carry on business without registration, the assessing authority, after 
making his intention clear in the assessment order, can take recourse 
to  tion on under section 50(i) (b). 

[Ministry of Home Affairs O.M. No. U-16014j~14184-Delhi, 
dated 30-3-851 

. . Recommendation 

It ig surprbhg that although survey work is basic far detection 
of deals evading registration and payment of sales tax, t h e  is no 
inbuilt arrangement in the Sales Tax Department to conduct surveys 
on a regular basis There is no separate staff specially earmarked 
for surveys and these are being conducted by r4spectom who are 
:~lreadv chargcd with multifarious other duties. The Sales Tax 
Commiwioner admitted before the Conirnittee that "we do not mder- 
take the market survey in a very methodical manner". No wonder 

there has been an appreciable f d l  in the detection o f  dealer; evading 
registratip Thus, aibIle during 1975-76 and 197677, the number 
of unregistered dealers detected was 1,966 and 3,179 respectively, 
it came down to 735 md 630 in 1981-82 and 198283 respectively. 
The argument put forth by the Mirzistry that it is now unattmctb 
for a dealer not to register himself is not convincing. 

Thc Sales Tw Cornn~.iq-iotier was frank e n o u ~ h  to admit before 
the Committee "Lwking on the number of dealers who should have 
registered and who have not registered, ow efforts have not 
commcwuratc with thc prohlems thnt exist" and that '"such dealers 



cannot exist uol#ls there is collusion between unscrupulous dealers 
and au ddm aact our unscrupulous st&". This, to 
4 y  tha 1- ip way ayqbtwGt0ry state, of affaits. Tbc Committea, 
tI@mq mcaammd Wt tbd Safes - D w e n t  should .make 
a&quate institutional arrangements to conduct mafket surveys on a 
regular ba48 so as to ensure that no dealex who is required to be 

registered, escapes registration. However, the .Cornpittee would like 
to caution that adequate stcps should be taken to ensure that these 
ru~bya are not allowed to become means for hlarassing innocent 
dealers. 

[S .  No. 4. Appendix T. Para 75 of 227th Kcport of the Public 
Accounts Committee (Seventh Lok Sabha)] 

Action Taken 
Kaping in vicw tlus observations d the Committee and the note 

of caution sounded by it, in ;i'cl,'1110n to the 111  .--n 11 rlrwvr,  c o - l ~ i ' 1 ~ 1 ~ d  
by the ward Inspectors, a special drive was launched to undertab 
surveys of tbe dealers by Sales Tax Inspectors in groups under the 
over-all supervision of Senior Officers. For this purpose some specific 
areas were identified in different Zones and thcsc ~veas were surveyed 
by a team of Inspectors headed by a Sales Tax Officer. On the occa- 
sion of Diwali f d v a l  also during 1984, a special survey drive was 
launched. Cerbdn areas and markets were identified and the dealers 
dealing in commodities like sweets. utensils, toys and rcadymade rar- 
mats were surveyed. As many as 19 teams were formed, each tam 
cansisted of ane Tax m c e r ,  one Asstt. Sdes Tax OfTicer and 
Wee Inspectth. On this occasion done 1841 survqs were conduc- 
ted. During thb period 1.4.1984 to 31.12.1984, 18,412 sueveys 
have been c a b t d ,  hdnding s m e p  d e a h .  

[MiDistry of Home Affairs O.M. No. U-l6Ol4]/14184-Delhi, 
dated 30-3-853 

. . Recommendation 
From the above cases. the Committoe are lod to the irresistiblc 

conclusion that the instrument of contml over dealer through declara- 
tion forms has been indkctive and'has theref~ro not s c r y q  the un- 
derlying purpose. The cases given in the audit para are symbolic of 
the growing phenomenon of traders getting themselves rrrgisterad, ob- 
tained ckclaration f&. using these forms and then disappearing 
from the scene ouithovt rendering any account of the forms or dis- 
charging their tax liability and reappear,;np at a later stage under 
o#ep name. :It. is really, pathetic that the Sales Tax Department his 

.W.. tqk aq. it,ctioq agabyt, such vns(:ruoul<yuci. dealen who in 
admitpdly cdusion with unscrupulous staff of the Sales Tax Depart- 
ment me depriving the public exchequer of considerable tax revenue. 



The Committee cannot but express their deep concern at this. The 
Committee recommend that urgent measures should be taken for 
streamlining the existmg procedure for issue and accountal of dec- 
laration forms and in particular for matching of declaration forms 
with the returns of the purchasing dealers, at least in cases involving 
heavy amounts. 

[S. No. 10, Appendix I, Para 81 d 227th Report of Public Accounts 
Committee (Seventh Lok Sabhajl 

Action Taken 

So far as issue of ST-1 forlns is conccr~wd the following measures 
to safeguard the interest of revenue have been taken by the Sales Tax 
Department. Only limited number of forms are issued to newly regist- 
ered dealers and further ~ ~ p p l i ~ j  arc made to them after being fully 
satisfied with the utilisation of the f m s  issued in the past. No stock 
of fresh forms are issui,)J without obtaining utilisation account from 
a dealer relating to the farms issuad to him on the last occasion. Blg 
dealers who are issued large number of ST-I forms are also surveyed 
and sales conducted by them are verified from time to time. 

Electronic Data Processing Cell has been set up in the Sales Tax 
Department. With the implementation of this scheme, it will be 
possible for the Salez Tax Department to cross check the claims of 
exemption made by the registered dealers on thc basis of the statutory 
forms ST- 1 . 

It is hoped that with the adoption of strict measures taken by the 
Sales Tax Department with regard to the issue of ST-1 form.. . 
verification of heavy sales bv certain dealers through the field staff 
and also cross checking of, claims made by the registered dealers on 
the basis of statutory form ST-1, by the EDP Cell. chances of misuse 
of ST-1 forms would be nlinimised. 

[Ministry of Home Affairs O.M. No. U-16Ol41l4184-DcJhi 
dated 30-3-85.1 

Reco==&h 
The Committee are concerned to note that the assessment work 

in the Sales Tax Depaxtment is heavily in arrears and in 1983-84, the 
Department was doing assessment for 1979-80. The seriousngss of the 
mit ion can ba seen from the fact that as on 1-41983 as many as 
2.89.430 assessments relating to local Sales Tax and 2,65,688 assess: 
ments relating to Central Tax were pending and out of these nearly 



onefifth related to the year 1979-80. The Sales Tax Commissioner 
was frank enough to admit before the Committee that "these things 
will continue to be there till such time we are able to come upto date 
in assessment". The Ministry have qcplaincd that the pendency is due 
to acute shortage of staff which was sanctioned as far back as in 1975 
wheq the numbeq of registered dedlers was fm less and that the 
proposl for augmentation of the staff strength is under considera- 
tion of Government. The Committee need hardly p i n t  out that delay 
in finalisation of assessments not only results in undue hardship and 
harassment 6f dealers but also provides ample scope for unscrupulow 
practices, manipulations and dishonest deals. The Comrnittep would 
recommend that the statutory time allowed for completion of assess- 
ment may be reduced from four years to two years. Presently all re- 
turns are being taken up for assessment only after three and a half 
years by which time thc unscrupulous dealcrs illanage to disappear or 
diqpose of their assets. 

[S. No. 11 Appendix I. Para 82 of 223th Kepn of Public Accounts 
Committee (Seventh Lok Sabha) .l 

Action Taken 
As already admitted by the Commissioner. Sales Tax before the 

Committee, upto date assessment is very much desirable. But this 
would not be possible unless adequate staff is provided. As soon as 
the required strength of staff is in position, thc question of upto date 
assessment of the dealers \+ill be taken up. However to begin with. 
efforts are being made to a4sess big dzalers. with a gross turnover of 
Rs. 75 lakhs and above and monthly tau payers for the years 1980-81. 
I98 1-82 and 1981-83. It is hoped that i t  shall be possible to cover all 
these big dealer\ and montklv tax payer\ upto 1982-83 for the assess- 
rncnt purpose. The Nationd Institute of Public Finance and Policy 
and also the Department of Personnel, Government of India, Ministry 
of Home Affairs have madc some recommendations for augmenting 
thc staff strength and the recon~mcndation'suggestio~ls made in thi\ 
regard arc undcr considerntion. 

The sugrstion with regard .to redudion of limitation for assess- 
mcnt from 4 to 2 wars is linked uv with the adequacy of staff and 
r-nn hc considered after the huge pendency ha ibec i  b ~ o u ~ h t :  to l&d. 
Moreover, the reduction in the limitation period bf assessment requircq 
:tmcndtnent of Delhi Sale T a x  Act. 1975. 

- [Ministry of Home Affairs O.M. No. U-160141~14l84-Delhi. 
dated ,304-851 



Recommendation 

The representative of the Ministry of Home Aflairs suggested that 
there should be legislative provisions providing for immediate suspen- 
sion of registration, pending cancellation. The Committee desire Gov- 
ernment to give a serious thought to the proposal. The Committee 
further desire that the matter should be examined in depth to  find out 
the reasons for so much delay in the department in taking action 
against the defaulting traders and the failure of the instrument of 
cancellation of registration to serve as a deterrant against the default- 
crs as also the corrective measures that may be taken to ensure timely 
secovery of tax. It may also be examined it\ to how far the lapses 
pointed out in the preceding paragraphs were duc to  he negligence: 
collwion on the part of thc departmental staff. 

[S. No. 1 6 Appendix I, Para 87 of 227th Report of Pilblic 
Accounts Committee (Seventh Lok Sabha)]. 

Action Taken 

For a proper apprcciution of the suggestion made by the Public 
Accounts Committee. enquiries were made from various States and 
Union territories. From the replies scceivcd from 18 States and 
Union territories. it was found that they have not made any provision 
in the Sales Tax Law in force in their respective States for suspension 
of registration certificutca granted to the dealcrs. Suspension of 
Registration Certificate cven it' resorted to by inserting a proviso 
in the law, will not 11ave thc efTcct of absolving 3 dealer of his liability 
to pay the tax. The provisions relating to cancellntion of registration 
certificates contained in Scction 20 of thc Delhi Sales Tax Act, 1975 
are cxhaustive and extreme step of cnnccli:~tion of registration certi- 
ficates in cases olhcr than cases of closure of businecs firms is resorted 
to for activities of the dcnlers wllicl~ ;Ire c~nsiCIcred to be prejudicial 
to revenue and vinlati\c of the provisions of law as would be seen 
from sub-section ( 3  ) of' the Section 20 of thc Act. The purpose sought 
to be achieved by inserting provision for suspension of registration 
certificates can adequately be served by sub-section ( 5 )  of Section 
3 of the Dclhi Sales Tax Act. 1975. according to which provision:- 

"Any dealer whose cc~tificiitc of registration has been cancel- 
led under sub-section ( 3 ) of Section 20 sh'al1:- 

( a )  If his turnover calcul:~tcd from the d m  of cancellation 
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of such certificates exceeds the taxable quantum on 
any day with in the year; or 

(b )  If his turnover calculated from the commencement of 
any subsequent year, exceeds the taxable quantum on 
any day with in that year, 

be liable to pay tax under this Act with eft'ect from the date W c -  
diately following the day on which such turnover again first exceeds 
the taxable quantum on all sales effected by him after that day of 
goods imported by him from outside Delhi or nlanufactured by him 
in Delhi or purchased by hiill without payment of tax leviable under 
this Act." 

Such a dealer is also under u legal obligation to obtain special 
registration under Section 17 of thb Act ibM. This registration, ~ r -  
like the registration under Section 14, dkprives the dealer of his right 
to avail of the benefits of making tax free purchases on the strength 
of his registration certificate as no item is specified in such a certifi- 
cate. This being so. insertion of new provision for suspension of the 
certificate does not .appear to be necessary. 

[Ministry of Home Affairs O.M. No. U-16014114184-Delhi 
dated 30-3-851 



CHAPTER V 

RE('OMMENDAT1ONS OR OBSERVATIONS IN RESPECT 0 1 :  
WHTCH GOVT. H.4VE FURNISHED INTERIM OR NO 

REPLlES 
Recommendation 

The ckrses citcd ;tbove clearly show that the provisions of the 
slilcs tax law for cancelluti.on of rcgistrrttion certificates are not used 
in time against t h e  defaulting traders. The Corninittee have reasons to 
believe thdi these are not isolated cases and that the failure is wide- 
spread indicating malafide negligence on the part of Department offi- 
ccrs. These crises. tliercforc.., call for investigation with a view to fix- 
ing responsibilit). 

IS. No. 15, Appendix 1. Para 86 of 227th Report of Public 
Accounts Committee (Seventh I-ok Sabha)]. 

I t  is true that thcrc has bccn d c h y  i n  crlncellation of registration 
:ertificatc\ of thc dc:~l;.rs. Howevcr, 3 4  dcsire:l by the Public Accounts 
Committee. the  niat!er is bein? looked into by thc Sale5 Tax Depart- 
rlicnt to scc if there was any intentional lapse on the part of any officer. 



APPENDIX 

Cotwlusion and Reconmendations 
__ . -  _ _ - . -  - - - - ~ . .  

SI. Para hl i~ is tr~jDcp.?rt i~~~l~t  Conrlu~icn~Kcrr~mm~ndation 
No, 30. concerned 
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I I .6 Hf mv- A Ka i I The Co~nmittee see no justification for the attitude of help- 
lessness eshihited in the Government's reply in regard to the de- 
faulting trader who carried on his business without getting himself 
registered under the Delhi Sales Tax Act. According to them, 
with tho esist.ing proirisions in law. sinco jurisdiction to assess and 
to levy penalty is not dissectible. non-levy of penalty tantamounts 
to exoneration. prosecution is debarred and if initiated, bound to 
end in acquittal. In the Committee's view, this should not create 
any difficulty in dealing with the recalcitrant defaulter as a suitable 
amendment to the Law can be devised. In any case, even under 
the existing provisions, the assessing authority, after making his 
intention clear in the assessment ord?r, can take recourse to pro- 
secution under Section 50 (1) (h). The Committee would like to 
reiterate their view that unless a fear of prosecution exists in the 
mind of recalcitrant trader, i t  would be difficult to effectively deal 
with the situation. The Committee would, therefore, like Govern- 
ment to take positive decision in the matter and not hesitate to 
have recourse to prosecution wherever the trade persistently avoids 
registration. 



Do. 

The Committee had recommended in their Original Report tnat 
adequate institutional arrangements should be evolved to conduct 
market surveys on a regular basis. Instead, however, the Com- 
mittee find that the Delhi Administration have made efforts b- 
wards stepping up surveys of selected areas by way of 'special 
drives for identifying dealers and registering them. Although a 
large number, of surveys were undertaken in these drives, these 
measures mere only ad hoc in nature and did not lead to a long 
term solution of the problem. The Committee, therefore, reiterate 
their view that establisLment of adequate institutional arrange- 
ments for conducting market surveys on a regular basis will make 
i t  impossible for the dealer who is required to register under the 
Act to escape registration. w - 

The Committee note that Government have taken certain mea- , 
sures towards streamlining the procedure for issue and account- 
ing wf declaration forms in order to safeguard against dishonest 
dealers taking undue advantage of adequate control over the 
issuance of declaration forms and evading tax in collusion with 
unscrupulous staff. The Committee, however, find that measures 
such as issuing only limited number of forms in a controlled manner, 
cross checking claims of exemption by the Electronic Data Pro- 
cessing Cell in the Sales Tax Department are limited to S.T. 1 forms 
,only. Since Tax evasions are being practised in case of Central 
Sales Tax also, the Committee, fail to understand why similcr 
measures have not been made applicable to the Central Tax as well. 



- -- - 

t 
-- - -- 

'['he Cuinn!it!ee hope that this aspect trf the matter wi!l also be 
attended to. 

1 ~ I > , I K  A\ t l ;a i~->  'l'lie Committee note with regret that the Dell11 Administration 
has b.!en adopting a lukewarm and lackadaizical approach to the 
p~.oble~n of the large number of outstanding assessment cases relai- 

t!, local and central sales tax in the Union Territory of Delhi 
ritniiing into lakhs. On 1-4-1982 as manv as 2,89,430 assessments 
relating to local sales tax and 2.ti5,6.d8 asszssment relating tb 'cc?~- 
t r u l  tax were pending. A large number of these have been out- 
.taliding for a long period. Delay of this magnitude enable t ik-  % 
I~onest dealers to indulge in unscrupulous practices with a view to 
evarling the payment of the taxes due. Mainly. the magnitude of 
tlie pending cases is attributed to inadequacy of the Staff available 
\vith the Administration. The National Institute of Public Finance 
and Policy and also the Department of Personnel, Government of 
India have recommended for additional staff, and these recommer,- 
cht inns are under consideration of Government. The Committee 
rlesire that adequate staff should be provided expeditiously to 
make possible the disposal of the pending cdses speedily. b 

1 h ,. The Con~nlittee during the course of t.heir procezdings observed 
that provisions of cancellation of registratior. certificates are not 
llsod in time against defaulting trader. By the time the cancella- 



tion action is taken the defaulting dealer either runs away or dis- 
poses of all his goods. It  is to avoid this eventuality that the Com- 
mittee had asked Ministry to consider the feasibility of immediate 
suspension of registration of cases pending for cancellation. By sus- 
pending registration, the Departmental .machinery will be compelled 
to he more vigilant in its dealings with aefaulters in the ins i i ss  of 
issuing forms or recovering tax revenues. 



PART I1 

MINUTES OF THE NINTH SITTING OF THE PUBLIC 
ACCOUNTS COMMITTEE (1985-86) HELD ON 16 AUGUST, 

I985 
The Committee sat from 0930 hrs. to 1030 hrs in Commitlee 

Room 'C', Parliament House Annexe, New Delhi. 

PRESENT 
Shri E. Ayyapu Reddy-Chairixm~ 

2. Shri J .  Chokka Rao 
3. Shri Ranjit Singh Gaekwad 
4. Shri Raj Mangal Pandey 
5. Shri H. M. Patel 
6 .  Shri Nirmal Chattcrjee 
7 .  Shri Ghulshn Rasool Kar 

1. Shri I(. H. Chhaya-Chief Financial Committee O.@cPr. 
2. Shri R .  C .  Anand-Senior Finawial Committee Ofjcer. 
3. Shri Brahmanand-Senior Financial Committee Oficer. 

2. The Committee considered the following draft Action Taken 
Reports and adopted the same with certain modificationsjame~c?- 
ments as shown in *Annexures L to IIT respectively: 

(i) Draft Report on action taken on 180th Report of PAC 
(7 L.S.) relating to Union Excise Duties--Exell-,ption of 
goods falling under Tariff Item 68. 

(ii) Draft Report on action taken on 216th Report of PAC 
(7 L.S.) relating to Drawback Payments. 

(iii) Draft Report on action taken on 27th Report of PAC 
(7 L.S.) relating to Delhi Sales  ax-Survey. Registra- 
tion and Declaration Forms. 

3. The Committee authorised the Chairman to present the Re- 
ports to the House. 

The Conirnitlet tlierl adjourn~d. 
- - - - - -- - - - - - .* -----------. -- - 

:>Annexures I and I1 not printed. 
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U N E X U R E  III t 

-- 
Page Para POT Read - 
4 1.6 "l he aommittm. . . . . . . . . . "The Gommittee rec no juatificatior for 

perdtantly avoidr regiatra- the attitude of helpleamean d i b i t e d  in 
tion the Dovernment's reply in regard. 

to the defdting trader who carried 
on his businem without getting h i e l f  
ngiatered under the Delhi Sales Tar Act. 
Aacording to them, with the existing 
prmirionr inlaw,rincejurisdiaim to aarcm 
and to levy penalty ir not dii- 
sectible, non-levy of m a l t y  Go* 
tantamount to excneralion, pronecutlon 
could be barred and ifinitiatcd, could end 
in acquittal. In the Committee's view this 
should not creatc any difficulty in dealing 
with the recalcitrant defaulteraas a suitable 
nmendment to the Law can be dtviaed. 
In any case, even under the misting pro. 
vi&nxs, the aeasing authority, after 
making his intention clear in the asses 
ment order, can takt recoum to prmcu- 

tion under Section50(1)(b). The Committee 
would like to reiterate their view that 
unlev a fear of pmcution txistd in the 
mind of recalcitrant trader, it would be 
difficult to efItctively deal with the situa- 
tion. The Comrdittae' would, theref- 
like Government to take itive decision 
in the matter and not c i t a t e  to haw 
m c o ~  to prosecution wherever the 
trader persistently avoids registration." 

7 I a 9 "Looking to the un~rtiffact- "The Committee had rtcommtnded in w.. . .taupes rqistntion thdr Origiml Report that ad wtc  iarti- 
tutio-1 arrmgements should% dd 
to cenduct market wveyr on a regular 
h i s .  Inrtead, however, the Committer: 
fnd  t h t  the Delhi Mministration have 
rnde  efforts towarda stepping up suneyr 
of areas by way of special drive8 
for identifyin dcalrrs and rtgisthing, 
them. Althougff a largr numbtr of survey 
were undertakta in thest drives. thew 
meaaurea were on1 y ad lint in nature and 



did not lead to a long tctm lolutioh of 
the problem. 'Ihr Conunittct, there- 
fore, reiterate their V ~ L W  t b t  
establidunc~nt of a& quatr: inatitutionsl 
arrangements for c ~ n d u c t i i , ~  y k e t  
aurveys on a regular basis wi I mi kc It 
impooible frr the d r~ . I~ r  w1.o is n quirtd 
to register undo. the Act to t rcr.pr rr gis- 
tration." 

" l h r  Committee note.. . . . . "The Committee note that Govcmmcnt 
made up without delay." have taken certain mcasut<s towar& 

streamlining the prowdurr for issuc. c.cd 
accounting of declaration f o ~  ms in ordtr 
to safeguard against dishont st dralcrs 
taking undue advantzge of inadrquate 
control ovcr the issuance of &cle.ration 
forms and wading tax in collusior~ with 
unscrupulous ~teff .  The Committee, how- 
ever, find that measura such as issuing 
only limited number offormsin a controlled 
mannc.r, cross checking claims of exemp- 
tion by the Electronic Data. Procasing 
Cell.in the Salts Tax Drpartmrnt are 
limited to S.T.1. form only. Since Tax 
evasions are bein8 practised in case of 
Central Sales Tax also, the. Committee, 
fail to undrrstand why similar mraswcs 
have not been made applicable to the 
crntralTaxaswell. The Committahopc 
that this aspect of the matter will alao 
be attended to." 

"The Oommittd Are un- "The Conunittee note with regret that the 
happy to find.. . . . . . . . . . . Delhi Administration has baen adopitn 
ascape the tax net." lukewarm and lackadazical ap r o d  

to thc problem of the laae  n u d e r  of 
outstanding aeeMment c m  relating to 
local and central sales trx in the Union 
Territory of Dtlhi running into lakhr of 
rupees. On 1-4-1983 ab many +8 2,89,430 
aawmcnts relatlng td local sales tax and 
2,65,888 a h m e n t s  relating to cr ntral 
tax were pending. A large number 
of thew have been outstanding fvr e long 
period. Delay of this rnangnitudr mable 
dishonest dealers to indulg~ in unmrupu- 
lous practices with a vicw to cvading the 
payment of the taxes due. Mainly the 
mi gnit~icle ofthe Pending C - C ~  is attriduted 
to inadeuqacy of the 8taff available with 
the Administration. The National Insti- 
tute of Public Finsnct- andPolicy and also 
the Department of Permnnel, Govern- 
ment of India have recommended for 
additional staff, and there ncommenda- 
tionr arc! under conrideration of O o ~ n -  
mmt. ?heCodttcedcdrrthatadquate 
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stab &odd be ovided expeditiously to 
make porible tg disposal of the pending 
w speedily. 

17  I .  18 "The Domuaittee during.. . . "The C o d t t ~  durin the coune of their . . . .pending canccll~tian~~ p a d i n g  o h 3  that provisions of 
cartcellation of registration cmifioata 
are not used in time agaimt defaulting 
trader. By the time the cancellation action 
ia taken the defautinlg dealer either rum 
away or disposes of ail his goods. I t  is 
to avoid this eventuality the Committee 
had aaked Ministry to consider the f d b -  
lity of immediate suspension of registration 
of c- pending for cancellatio~,. By 
suspending registration, the Depkrt- 
mental machiner y will go compelled to be 
more vigilant in its dealingr with defaulterr 
in the matters ofiruingform or recover- 
ing tax revenues. 
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