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INTRODUCTION

I, the Chairman of the Public Accounts Committee as authorised
by the Committee do present on their behalf this Seventy Fourth
Report of the Committee (Fifth Lok Sabha) on Chapter VI of the
Report of the Comptroller and Auditor General of India for the
year 1970-71—Union Government (Civil)—Revenue Receipts relat-
ing to Sales Tax Receipts of the Union Territory of Delhi.

2. The Report of the Comptroller and Auditor General of India
for the year 1970-71 Union Government (Civil) Revenue Receipts
was laid on the Table of the House on 14th April, 1972, Written
information was obtained from the Ministry of Home Affairs on
points arising out of the paragraphs relating to Sales Tax receipts
of the Union Territory of Delhi. This Report was considered and
finalised by the Public Accounts Committee (1972-73) at their
sitting held on the 23rd February, 1873. Minutes of the sitting form
Part II* of the Report.

3. A statement showing the summary of the main conclusions/
recommendations of the Committee is appended to the Report
(Appendix II). For facility of reference, these have been printed
in thick type in the body of the Report.

4. The Committee place on record their appreciation of the assist-
ance rendered to them in the examination of these paragraphs by
the Comptroller and Auditor General of India.

New DeLni; ERA SEZHIYAN,
23rd February, 1973. Chairman,
4th Phalguna, 1894 (S). Public Accounts Committee.

*Not printed . (One cyclosgled copy laid on the Table of the House and
five copizs placed in Parliament Library)
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OTHER REVENUE RECEIPTS
MINISTRY OF HOME AFFAIRS
Sales tax receipts of the Union Territory of Delhi
CHAPTER 1

VARIATION BETWEEN THE BUDGET ESTIMATES AND THE
ACTUALS

Audit Paragraph

1.1. As against the Budget estimates of Rs. 24.45 crores for the
year 1970-71 the actuals stood at Rs. 25.57 crores showing an increase
of Rs. 1.12 crores. In the year 1968-69 also the actuals had exceeded
the Budget estimates by Rs. 1.85 crores whereas in the year 1969-70
there was a shortfall of Rs. 1.85 crores.

' 1.2. An analysis of the variations is given below:—

1969-70 1970-71

]

Budget  Actuals (+)In Budget  Actuals (+)Increase.
cstimat:s ’ (( )%)ecc:::: eltiantts (=)Decrease

(In lekhs of rupoes)

Receipts under Delhi
S Tax Act . 1700°00 1574'67 =—I25"33 1I700'00 1767'24 - 67-24

Receipts under Cen-
tral Sales Tax At  750'00  691-47 ~—58:53  7s0'00 797-B2 1 47-82

Deduct Refunds . 520 637 117 5-20 810 4290

2444-80 2259*77 —185-03 2444°80 2556-96 < 11216

Reasons for the variation are awaited from the Ministry.

[Paragraph 90 of the Report of the Comptroller & Auditor Gene-
ral of India for the year 1970-71—Union Government (Civil) —Reve-
nue Recéipts.]

1.3. The para focuses attention on the variations between the
budget estimates and the actuals in the year 1970-71 as compared
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to the preceding two years. The percentage of variation between

the budget estimates and the actuals during 1970-71 as compared to
the preceding three years is as under:—

Year Amount  Percentage
by which of
exceeded/ variation
fellshort between
(Rs. in actual and
crores) budget

cstimates

1967-68 . . . . . . . . +1°12 -£6°6
1968-69 . . +1-8§ +9°2
1969-70 . . . . . . . . (=185 (=~)7°6
1970-71 " B S T Y o1

1.4. The percentage of variation was the least during 1970-71. It
is understood from Audit that the Ministry explained that this was
as a result of streamlining the departmental machinery of collection.

15.. The Committee enquired whether the Delhi Administration
have any research unit|cell to forecast business trends and to assess
the impact of any taxation proposal on trade and industry. The

Ministry of Home Affairs, in a note submitted to the Committee,
stated:

“There is at present no research unit|cell in the Sales Tax De-
partment of the Administration to forecast business trends and to
assess the impact of any taxation proposal on trade and industry.
However, of late, the need to have such a cell was felt more parti-
cularly when the Finance Bill, 1972 which incorparated important
amendments to section 5(2) (a) (ii) of the Bengal Finance (Sales
Tax) Act, 1941 as extended to the Union Territory of Delhi came
up for consideration and it was considered necessary to forecast
business trends and to assess the impact of proposed amendments on
the trade and industry. In this connection the proposal of the Com-
missioner Sales Tax to create a “Statistical Cell” has been accepted
in principle by the Administration and to start with a provision of
Rs. 58,000|- (Rs. 43,000 recurring and Rs. 15,000 Non-recurring) for
creation of the following posts has been asked for in the B.E. 1973-74
proposals '(Plan side):—

(i) Assistant Director—One .
(ii) Research Officer—One
(ili) Statistical Assistant—Four”
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1.6. When asked how the Administration estimated the volume of
trade in a particular commodity, the Ministry, in a note submitted
to the Committee, stated:

“In the absence of a Statistical Cell, the estimate of the
volume of trade is at present gauged through the trade-
wise record which is maintained in the Sales Tax Depart-
ment. The record of the tax paid by the dealers is main-
tained both dealer-wise and trade-wise in the respective

> ward offices working under the control of the Commis-
sioner of Sales Tax and then a consolidated record of
receipts under both the heads is maintained at the Head
Quarters of the Sales Tax Department.”

1.7. The Committee enquired whether the Delhi Administration
had made any study of the extent of sales tax evasion in the Union
Territory of Delhi. The Ministry, in a note submitted to the Com.
mittee, stated:

“There has of course been no systematic or scientific study oi
the Sales Tax evasion in the Union Territory of Delhi
so far. However, as already mentioned, the Administra-
tion is contemplating to set up a Research & Statistical
Cell in the Sales Tax Department whose functions will
also include the study and framing of estimate of tax
evasion in Delhi.”

1.8. The Committee desired to know whether the Sales Tax De-
partment had prepared any comprehensive plan for shop to shop
survey in new and developing colonies and markets that were fast
springing up in the Union Territory. The Ministry, in a note sub-
mitted to the Committee, replied in the affirmative. They further
stated: '

“The Department has, in the current year, issued compre-
hensive instructions to the Ward officers for thorough
survey of their areas to ensure that no unregistered
dealer who is liable to registration escapes notice. Be-
sides, a Special Investigation Branch functions at the
head quarters under the charge of an Assistant Commis-
sioner and the officials of this Branch conduct surprise
visits and surveys according to the programme approved
by the Assistant Commissioner|Vigilance Officer.”

1.9. As per paragraphs 68 and 92 of the Reports of the Comptrol-
ler and Auditor General of India for the years 1969-70 and 1970-71
respectively, the total number of assessments under the Local Sales
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Tax Act since 1967-68 was as follow5'—

Year Numbcr of curr:nt ass: ssmcn:s for disposal
1967—=E8 N 31,412
1c68—6g 31,882
1969—70 35,179
1970—7: 37,393

1.10. In reply to a questmn the Mmlstry 1nt1ma1:ed that durmg the
year 1968-69, 1969-70 and 1970-71 the number of dealers seeking
voluntary registration was 8,744, 8,452 and 9,008 respectively.

1.11. The variation between the Budget Estimates and the Actuals
in regard to the sales tax receipts of the Union Territory of Delhi
ranged from 4.8 per cent to 9.2 per cent during the years 1967-68 to
1970-71. The variation was the least during the year 1970-71 as a
result of sireamliming of departmental machinery of colleetion. The
Commiittee are giad to note this welcome trend. They, however,
desire that the gap should be further narrowed down and steps should,
be ‘taken to see that variations in excess of 4 per cent do mot oceur in
future.

1.12. The Committee note that there has been no machinery so far
with the Delhi Administration to forecast business trends and to
assess in advance the likely impact of taxation preposals on trade
and industry. This is a serious deficiency which should be rectified
without delay so that there may be a reasonably accurate forecast
of tax receipts in future.

1.13. The sales tax receipts during 1970-71 were Rs. 25.57 crores
which included Rs. 17.67 crores under the Local Sales Tax Act. The
Committee feel that there is scope for augmenting the receipts parti-
cularly under the local Sales Tax Act. The totsl number of current
assessments for disposal under the local Act during 1970-71 was
37,393 only. Although as many as 26,199 dealers are stated to have
sought voluntary registration during the years 1968-69 to 1970-71, the
increase in the number of cases of carrent assessments for disposal
was only to the extent of 5381 over the years 1967-68 to 1970-71. The
Commiittee would like to kmow why the imcrease in the number of
assessments was net propertiomate fo the increase in the number of
registered dealers. The Committee would also like to know how far
the net increase in the number of sales tax assessees since 1967-68
was consistent with the growth of shops and markets in the Union
Territory.

1.14. It is common knowledge that there are a large number of
small traders at Delhi and those who come from neighbouring States
and conduct transactions assessable to local sales tax at Delhi, who
do not maintain proper books of accounts and escape liability to
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Sales Tax although their gross furnover may exceed the taxable
quantum. It is, therefore, necessary that there should be an effec-
tive shop to shop survey and surprise checks to ensure that no un-
registered dealer who is liable to registration, escapes notice. The
Committee note that during the current year comprehensive in-
structions have been issucd to the ward officers for therough survey
of their areas. The outcome of the survey may be report to the
Committee.

- 115, It is regrettable that there has been no systematic or scientific
study of the sales-tax evasion in the Union Territory so far. The
Committee desire that such a study sholud be undertaken without
delay. The result of the study as also the action taken in pursuance
thereof to colleet Government dues may be intimated to the Com-
mittee.



CHAPTER U
ARREARS OF ASSESSMENTS*

Audit Paragraph

2.1. On 31st March, 1971, 74,350 cases were outstanding with the-
department of Sales Tax pending assessment as against 70,509 cases
at the end of the year 196970 and 65271 at the end of the year
1968-89. The amount of tax involved in these cases was not ascer-:
tainable,

22. The position regarding pendency of assessments for the 3
years ending 31st March, 1971 is indicated below:—

As on 318t March, 1969 As on 31st March, 1970 As on 31st March, 1971

Year
Local Central Total Local Central Total Local Central Total

1965-66 4,:5{ 3,502 7,768 . . . .o ..

1966-67 10,358 8,404 18,852 (4,454 3,871  B,325

1967-68 21,139 17,512 38,651 10,935 9,152 20,087 4,094 4,254 9,248
1968-69 — —_— — 23,076 19,021 42,097 11,691 9,806 21,497
1969-70 .. .. .. .. . - 23,707 19,898 43,605

35,763 29,508 65,271 738,465 32,044 70,509 40,392 33,958 74,350

2.3. The number of assessments coml;leted out of the arrears
and current cases during 3 years ending 31st March, 1971 is given
below: —

Year Tot;f' 'No. of Number Percen- Number
assessments assessments tage of
for disposal completed ABSESE ASHESS-

ments
Arrears Current Total Total pending

Out of Out of at the

current arrears end of
the year

1 L 2 3 4 s 6 1 B___9
:gﬁs-ﬁ? . 36,575 31,882 68,457 10,444 22,250 32,694 47'8 35,763

ocal

Central . 30,579 23,193 53,772 6,931 17,333 24,264  45°1 29,58

*Figures are as furnished by the Department.
€



1 2 3 4 5 6 7 8 9
1969-70

Local 35763 [35.179 [70,942 (11,359 "21,118 32,477, 45'8 :B.4€s
‘Central 29,508 {27,516 | 57,024 8,045 16,935 24,580  43'8 320.44
1972-71

Local 38,465 37,393 75858 12,657 22,800 35466 46°8 40,302

Central . 32,044 20,655 61,699 9,083 18,658 27,741 45'0 33,90

(Paragraph 92 of the Report of the Comptroller and Audnor Gcnenl of India for the
year 1970-71_ —Union Government (Civil)=Revenue Receipts.)

24. The Audit paragraph brings out the position of arrears of
assessments at the end of each of the last three years as under:

Ye ar Tota]
asSEﬂa_
ments
pending

as on 31-3-1969 65,271
31-3-1970 70,509
31-3-1971 74,350

2.5. The total number of current assessments to be completed
in these years was as under:

1968-69 55,075
1969-70 62,695
1970-71 67,048

2.8. Thus the Department is in arrears to the extent of one years
work load. g e

2.7. It is understood from Audit that the Department increased
the number of assessing officers from 75 to 87 during the year 1968-
69 (i.e. an increase of 30 percent). The number of assessments
completed during the three years i.e. 1968-69, 1989-70 and 1970-71 is
as under:—

1968-69 56,958
1969-70 57,457
1970-71 63,207

28. In the ﬂrst two yeara the newly recru;ted oﬂicers cou.ld not
put in adequate outturn, as they had to be trained in Sales Tax
Laws. In the third year, however, the assessments completed
showed an improvement over the earlier years by 10 per cent.
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2.9. The Committed desired to know the amount of tax locked
in the pending assessments. The Ministry, in a note submitted to
the Committee, stated that it was not possible to indicate the actual
amount of tax locked in the pending assessments and that the posi-
tion could be known only when the assessments had been actually
framed.

2.10. Pointing out that on the Income-Tax side, a simplified pro-
cedure for assessments had been introduced, the Committee en-
quired whether it was practicable to evolve some similar procedure
for Sales-Tax assessments. The Ministry, in a note sukmitted to
the Committee, stated:

“The simplified procedure evolved under the Income-Tax law
enyisages that the income returned by the assessees up to a limit
of 25,000|- per annum will be accepted without verification. How-
ever, this procedure if adopted under the Sales Tax Law, will have
certain disadvantages....”

“It may be added that the Sales Tax Law also provides for a
simplifred procedure with a limited scope in the form of composition
in lieu of the assessments both in respect of past period and future
period. In this connection, attention is invited to section 5(IA)
of the Act read with rules 25(b) and 25(c) of the Delhi Sales Tax
Rules, 1951, which provide that a dealer may be permitted to com-
pound tax on the taxable turn-over by paying in lumpsum if his
business is on a small scale and that proper maintenance of accounts
is not practicable; or for any other sufficient grounds. However,
in actual practice, it has been seen that the dealers rarely avail of
this facility.”

2.11. Section 5(IA) of the Bengal Finance (Sales) Tax Act, 1941
as extended to the Union Territory of Delhi and Rules 25(b) and
25(c) of the Delhi Sales Tax Rules, 1951, are reproduced below:—

Section 5(IA) of the Bengal Finance (Sales) Tax Act 1941

“The Chief Commissioner or any other person authorised by
him in this behalf may permit dealers in such circum-
stances and under such conditions as may be prescribed
to compound the tax assessable on their taxable turn-
over under the provisions of this Act, by paying in lieu -
thereof a lumpsum in such manner as may be prescribed.”

»

Rule 25-B of the Delhi Sales Tax Rules, 1851

(i) A dealer may be permitted under Section 5(IA) to com-
pound the tax assessable on his taxable turnover for the
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following year by paying a lumpsum in lieu thereof—

(a) If his business is on a small scale and its nature is such
that proper maintenance of accounts is not practicable;
or

(b) on any other sufficient ground.

(i) A dealer intending to compound for the tax assessable
on his taxable turnover by paying in lieu thereof a lump-
sum, as provided under sub-section (IA) of Section 5
shall apply to the appropriate assessing authorify in form
S.T. XXVI at least 2 months before the commencement
of the year for which the composition is intended.

(iii) On receipt of the application, the appropriate assessing
authority shall forward the same to the Commissioner
with its opinion after making such enquiries as it may
consider necessary in this behalf,

(iv) The Commissioner, unless authorised to act under Section
$(IA) shall forward his opinion thereon to the Chief
Commissioner.

(v) The Chief Commissioner or the Commissioner, if so autho-
rised in this behalf may, on a consideration of the case,
permit the desler to pay a lumpsum amount in lieu of
the tax assessable on his taxable turnover under the pro-
visions of the Act and direct appropriate Assessing Autho-
rity to issue a certificate in Form S.T. XXVII.

(vi) The certificate so issued under sub-rule (v) shall be valid
for the year on the expiry of which it shall cease to have
effect unless it is renewed on application by the dealer
‘made at least 2 months before its expiry.

(vii) The dealer shall be liable to pay additional lumpsum
amount by way of composition if he starts a new place
of business or makes any change in the nature of business.

Rmule 26C of the Delhi Sales Tax Rules, 1951

25C (1).—A dealer intending to compound the tax assessable
on his taxable turnover by paying in lieu thereof a lump-
sum, as provided under sub-section (IA) of Section &
‘shall, if such turnover relates to any period which has
already expired apply to the appropriate Assessing Autho-
rity in Form S.T. XXVI-A.

25C (2) —The provisions of sub-rules (i), (iii), (iv), and (v}
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of rules 25-B shall as far as may be apply to all applica-
tions for composition made. under this rule.

Provided that a certificate in Form S.T. XXVII shall not be

issued to the dealers whose assessable tax is compounded
under this rule.

2.12. The number of cases of arrears of assessments pending with
the Sales Tax Department was as high as 74,350 as on 31st March,
1971. The Committee are unable to appreciate the position that the
amount of tax involved in ‘those cases is not ascertainable. They
desire that the spproximate amount of net tax involved should be
assessed with reference to the relevant past completed assessments
and reported to them. Such an assessment should be available in
future also.

2.13. The Committee regret to observe that although there has
been an increase of 30 per cent in the number of assessing officers,
the number of completed assessments during the year 1970-71 shows
-only an increase of 10 per cent over that of the earlier years. They
‘would like Government to examine the reasons for the unimpressive
performance of the assessing officers and take suitable remedial
action. Suitable yardstick may also be prescribed in order to evalu-
ate objectively the performance of the assessing officers.

2.14. The arrears at the end of 1968-69 were 65,271 cases. The
‘number of assessments completed during the subsequent years
1969-70 and 1870-71 was 57,457 and 63,207 respectively against 62,695
and 67,048 current assessments to be completed. Thus the arrears
-kept on increasing. At this rate the prospects of clearing the arrears
in the near future appear to be bleak: As the Department has been
carrying over arrears to the extent of more than one year’s workload,
the Committee would urge Government to give serious thought to
this problem and take suitable measures to ensure that the arrears
are cleared by a target date to be fixed.

2.15. Although ‘tax assessable could be compounded under Section
5(1A) of the Beugal (Sales Tax) Act, 1941 as exiended to the Union
Territory of Delhi, the Committee learn that in actual practice the
.dealers rarely avail themselves of the facility. As such a procedure
of assessment of small traders would go a long way in expediting the
.assessments besides reducing the cost of collection, the Committee
-would like Government to examine the reasons for the reluctance of
the traders and consider whether by simplifying the rules framed
under the relevant Section of the Act the procedure could bc made
attractive.



CHAPTER I

ARREARS OF SALES-TAX DEMANDS*
Atidit Paragraph

. 3.1. (a) The Sales Tax demands pending recovery as at the close
of four years ending 31st March, 1971 are indicated below:

Arrears of tax as on (Rs. in lakhs)

31-3-1968 . . . . . . . . . . . 236° 98
-

31-3-1969 . . . . . . . . . . . 336- 28

31-3-1970 . L. . . . . . . . . 482 41

31-3-1971 . . . . . . . . . 564" 17

(b) Year-wise break up of the arrears of tax as on 31st March,

1971 is given below:
(Rupees in lakhs)

Under Under

kg(cal k:::nrml
.From=—1tp 195253
1960-61 32'16 0°39
1961-62 . 2' 60 2'05
1962-63 . . . 267 0-82
1963-64 .o . 454 1-22
1964-65 . . . 491 211
1965-66 . . . . 5 89 3'70
1966-67 8 6% 5* 66
1967-68 21°02 14* 64
196K-69 6895 28- 86
1y6iy-70 . B . 7016 82:136
1970-71 118 5y 82-22

ToTAL . 340°14 224'03

*Fimures are as furnished by the Department.
11
3194 L.S.—2,
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(c) Out of total arrears of tax of Rs. 564.71 lakhs mentioned above,
Rs. 256.74 lakhs (45.5 per cent) are accounted for by 110 cases alone
(involving tax of Rs. 50,000 or more in each case) as shown below:—

(a) Over Rs. 50,000 but less than Res. 1,00,000 in each case

" (b) Over Rs. 1,00,000 in each case

TOTAL

No. of Amount
cases (Rs. in
lakhs)

53 3695

57 219°79

T10 266.74

(d) The Department has stated that the effective recoverable
arrears on 31ist March, 1971 were Rs. 226.85 lakhs (Local—Rs. 142.22
lakhs; Central—Rs. 84.63.lakhs) out of which.Rs. 21.78 lakhs have

since been recovered upto 30th September, 1971,

The balance of Rs. 337.32 lakhs represents the following:

(In lakhs of Rupees)

Local Central

1. Amount likely to be written off 66°99 6872

2. Recovery stayed by High-Court . . . . 4683 2484

3. Recovery stayed by Additional District Judge . . 1-11 o-38

4. Racovery stayed by Revisionary suthorities . 12+ 56 871
s. Amouat falling into arrears due wgummg of mmlments ror

payment 1361 2.13

6. Amount held up due to liquidation of firms 19° 45 608

7. Amount awaiting adjustments o*8o 069
8. Amount held up on account ol’ rwuﬁcltion}reﬂew lppllcldon

pending disposal 16° 00 13+27

9. Other reasons . . 20 §7 14°58

ToTAL *_197-92 . 139°40




The Ministry of Home Affairs have intimated that the arrears
invelved in cases in appeal/revision have been reduced by Rs. 96.30
lakhs as on 30th September, 1971, as a result of Appellate/Revisionary
Authorities’ decisions and action is being taken to expedite disposal
of other cases under appeal/revision. Further, cases which require
to be written-off are being dealt with on priority basis.

(e) Out of the arrears, Rs. 169.07 lakhs were involved in certifi-
cate proceedings. The position of Recovery Certificates pending
with the Assistant Commissioner (Recoveries) as on 31st March, 1871
is indicated below:—

No. of Amount

cases involved
in lakhs of
Rupees
No. of cases pending on 1-4-1970 . . . . . 6,152 1,83°65
Recelpts during the period 1-4-70 to 31-3-71 7,936  1,04°57
Certificates returned after recovery or ctheiwise . 9,006  2,09°1§
No. of cases pending on 13-3-1971 . . 5,082  1,69'07

Out of 5,082 cases pending recovery on 31st March, 1971, in 89
cases the amount involved was more than Rs. 10,000 each. The year-
wise break up of these cases is given below*:—

Year in which Recovery Certificate wss received No. of

cascs

1964-65 . . . . . . 1
1967-68 . . . . . . . . . . 9
1988-69 . . . » . 16
1969-70 . . . . . 26
1970-71 . . . 37
Total . . . 89

It was intimated by the Department that further streamlining of
the recovery branch was under consideration and with this stream-
lining the pendency was expected to be substantially reduced.

[Paragraph 9§ of the Report of the Comproller and Auditor General
of India for the year 1970-71 Union Government (Civil) Revenue

Receipts.]

*Figures are as furnished by the Department.
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3.2. The para focuses attention on the growing arrears of Sales
Tax demands durirg the years from 1967-68 to 1970-71 The' break-
up is as under: -

(Rs in lakhs)

Arrears of Tax

" As T As on As on As .on
31-3-68  31-3-69  31-3-70  31-3-71

(a) Under Local Act . 16514 240'21 30152 3407
(b) Under Central Act . . . 7184 96°07 180 89 22403

TOTAL. ARREARS 236°9R 336° 28 48241 564-17

3.3. The Committee pointed out that the number of assessments
completed in 1968-69 was 56958 and in 1969-70 57,457. Thus, despite
the fact that there was no substantial increase in' the number of as-
sessments, the arrears rose by Rs. 146 lakhs. The Committee desired
to kitow the reasons for the sudden increase in arrears in 1969-70.
The Ministry, in a note submitted to the Committee, stated: “It is
observed that though there was no substantial increase in the num-
ber of assessments completed in the year 1969-70 as compared to the
year 1968-69, the arrears increased in the year 1969-70 by Rs. 146
lakhs as compared to the preceding year i e. 1968-69. It may be stated
that the accumulation of the arrears does rot depend on the mere
number of assessments completed but on the amount of additional
demand created as a result of assessments. The additional demand
created during the months from November to March during the fin-
ancial ) car 1968-69 was Rs. 106,79,602; as against this the additional
demand created durirg the corresponding months in the financial
year 1969-70 was Rs. 248,04,636. Thus it will be appreciated that
owing to the comparatively much heavier demands created in the
later half of the financial year 1969-70 the arrears mounted up. It
need hardly be explained that recovery of additional demand created
in the later half of the financial year cannot be effected in toto be-
cause the demand becomes due arourd the fag-end of the financial
year and naturally this has to be carried forward to the next finan-
cial year. It may also be mentioned here that the reaviest demand
created against any individual dealer was also created during this
very period i.e. in November, 1969. Incidentally it may be stated
that the case in which this heavy demand of Rs. 53.17 lakhs was
created has since been remanded by the Appellate Authority and
the demand now stands set aside.”
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34. It is understood from Audit that the total arrears of tax
demands where tax involved in each individual case is Rs. 50,000 or
more, is as follows:

(Rs. in lakhs)

As on As on As on As on
31-3-68  31-3-69  31-3-70  31-3-71

Number of cases . . . . . 39 41 79 110

Amount e e e e 57°3% 75°36  223°94 25674
3.5. The Committee desired to know the number of cases wherein
the amounts above Rs. 1 lakh were outstanding and also the reasons
for those outstandings. The Ministry, in a note submitted to the
Committee, {urnished the requisite information as under:

“The number of cases in which amount of Rs. 1 lakh and above
is outstanding agairst any individual dealer is 57. The reasons for
this are briefly as under:

Break-up of §7 cases

1. Number of cases staycd by High Court or mher Appellnte or Rcv
Authorities 20

2. Number of cases where the amount prima facie appears to be irrecoverr-
able but the cases do not fulfil the condition laid down by thc

Government of India for writing off 9
3. Cases where appeals revisions/review proceedings wore in progress . 5
4 Cases wher prozeedings under the Punjab Land Revenue Act were 13
in progress.
5. Cases where the firms/companies had gonc under l:qmdatmn nnd pro-
ceedings were in progress . . 6
6. Cases where the dealers were clearing the dues in instalments . 4
57

3.6. The Committee asked whether the dealer was not required
to submit quarterly returns and pay the tax and send the treasury
receipt along with the return. If that was the case, the Committee
wanted to know the circumstances under which the arrears got ac-
cumulated in individual cases. The Ministry, in a note submitted to
the Committee, stated: “It is affirmed that a dealer is required to
turnish quarterly returns and to pay the tax quarterly in the Treasury
and furnish the receipt along with return. However, the arrears got
accumulated because at the time of assessment additional demand 1is
found due against the dealer for various reasons for example:—

1. Because the books of accounts have not been relied upon
and the assessment is made to the best of judgment.
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2. Deduction claimed by the dealers are disallowed.

3. The concessional rates of tax claimed by the dealers are not
admitted etc.”

3.7. Pointing out that on Income tax side, the Act provided for
publishing the names of assessees against whom demands exceeding
Rs. 1 lakh were outstanding, the Committee enquired whe-
ther such a procedure in Sales Tax would have any effect in re-
ducing arrears. The Ministry in a note stated: “It is felt that the
procedure of publishing the names of dealers against whom demand
of Rs. 1 lakh or more is outstanding, may.have some effect in reduc-
ing the arrears.”

3.8. It is understood from Audit that the position regarding the
effective recoverable arrears as on 31st March, 19688 to 31st March,
1971 is as under:

31-3-68 31-3-69  31-3-70 31-3-71
(Rupees in lakhs)
Effective recoverable arrears 151°35 168:79 166° 94 226- 85

Out of total arrears of . . . 236-98 336-28 482- 41 56417

3.9. In para 2.86 of Chapter II of Forty-Sixth Report on Audit Re-
port (Civil) on Revenue Receipts, 1865, the Public Accounts Commit-
tee noted that the Ministry of Home Affairs were taking remedial
measures to prevent accumulation of arrears of Sales Tax and current
demands and liked to watch the progress made in this matter through
future Audit Reports.

3.10. In para 77 of Twenty-eighth Report (1964-65) the Public Ac-
counts Committee had observed that since larger powers of write
off had been delegated to Delhi Administration the Committee hoped
that early action would be taken to write off the arrears which were
found to be irrecoverable.

3.11. However, out of ineffective arrears of Rs. 92.23 lakhs as on
1st April, 1967, amount likely to be written off was stated te be
Rs. 34.34 lakhs (vide para 73 of Audit Report, Revenue Receipts,
1968). The amount of tax demands likely to be written off rose to
Rs. 135-71 lakhs on 31st March, 1971 as stated in this Audit para.

3.12. The Committee wanted to know the number of cases pending
for write-off on 31st March, 1971 and also the steps taken by the Delhi
Administration to expedite disposal of write-off cases» The Ministry
in a note stated:

“The total number of cases pending for write-off where the
demands were prima-facie found to be irrecoverable was
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621 (local) and 300 (Central) on the 31st March, 1971. 73
cases invelving a sum of Rs. 23.67 lakhs have been written
off upto date and in the remaining further enquiries in the
light of the instructions contained in the Government of
India, Ministry of Home Affairs letter No. 3/3/1964 dated
Sth May, 1964 are in progress. It will be observed from
the Government of India’s instructions that a detailed pro-
cedure is required to be followed before the amount is
actually written off. Police enquiries have got to be made
in each case not only at the last known place of business
of the defaulter but also at his native place which in some
cases is outside the revenue limits of Delhi. Every effort
is made to collect the relevant information from the vari-
ous agencies enabling the department to fully satisfy itself
before resorting to write off in a particular case. It is
always enjoined upon the Sales Tax Departmental Officers
to keep a proper track of all write off cases before moving
the competent authority for write off of the demands
which have become prima-facie irrecoverable. It will thus
be appreciated that enquiries by the Police, Collectorate
and Sales Tax Department take sufficient time to make
out a case write off. However, detailed instructions have
already been issued to the Assessing authorities for expe-
ditious disposal of the cases for write off vide memoran-
dum No. SV-11(Gen.) /CST-71/399, dated 1st May, 1972.”
A copy of the instructions dated 1st May, 1972 referred
to above is reproduced at Appendix I

3.13. The Committee drew attention to the fact that as per Audit
para the certificates outstanding were 5082 involving an amount of
Bs. 169.07 lakhs as on 31st March, 1971.

3.14. Referring to the position of Recovery Certificates pending
with the Assistant Commissioner (Recoveries) as on 3lst March,
1971 mentioned in sub-para (e) of Audit Paragraph, the Committee
pointed out that 9006 certificate cases involving an amount eof
Rs. 209.15 lakhs were returned after recovery or otherwise. The
Committee wanted to know separately the number of cases wherein
the certificates were returned after recovery and the number of cases
returned without effecting recoveries. They also desired to know the
reasons on account of which the certificates had to be returned with-
out effecting recoveries and whether it was due to inadequate parti-
culars furnished by the Ward Officers to the Collector. In a note
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submitted to the Committee, the Ministry stated: “No separate de-
tails showing disposal of cases of recovery or otherwise being main-
tained in the Collector’s Office prior to 31st March, 1972, as such it

is not possible to furnish the requisite information. This is, however,
being maintained with effect from 1lst April, 1972.”

3.15. When asked about the total amount locked in assessments
made under Section 11(2) and 11A of the Act included in the arrears
of Rs. 564.17 lakhs the Ministry, in a note submitted to the Commit-
tee, stated that it was not possible to supply the information as the
Department did not maintain record of arrears locked in assessments
made under the various provisions of the Act separately.

3.16. The Committee were informed by Audit that the Commis-
sioner was vested with powers under Section 7(7) to cancel the Re-
gistration Certificate of the dealer for reasons to be recorded and
also to demand security as a condition for continuance of Registra-
tion certificate of a dealer under Section 8A. The Committee enquir-
ed whether these powers were being invoked in cases where it came
to the notice of the Department that the dealer was indulging in mal-
practices; They wanted to know the number of cases wherein secu-
rities had been obtained.- The Ministry, in a note submitted to the
Committee, stated: “The provisions regarding cancellation of the Re-
covery Certificate of a Registered dealer under Section 7(7) and to
demand security under Section 8A, were ircorporated in the Act
with effect from 1st December, 1956. From that day onward the
department is invoking these provisions to safeguard the revenue in
all cases where it comes to its notice that the dealer is indulging in
malpractices and the leakage of revenue is apprehended. Generally,
the provision of security is invoked at the time of granting Recovery
Certificate except in a few cases where applicant/dealer is a man of
status. In another cases, security is usually demanded to safeguard
the revenue. However, the department has not maintained separate
record of cases where security has been obtained as a condition of
continuance in effect of the Registration Certificate of a dealer.”

3.17. Despite the fact that there was no substantial increase in the
number of assessments during the year 1963-70, the arrears of Sales
Tax demands rose from Rs. 336.28 lakhs as on 31st March, 1968 to
Rs. 48241 lakhs as on 31st March, 1970. This spurt in arrears has
been explained as due to larger agditional demands created during
the months from November to March in the year 1969-70. The Com-
mittee would like to know whether there was any avoidable rush of
assessments towards the end of the year. Incidentally, it is seen that
the heaviest ever demand created against any individual dealer was
for Rs 53.17 lakhs created during the year 1969-70 and that it has
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since been remanded by the appellate authority for fresh assessment,
If the demand is considerably reduced on fresh assessment
in this case, a general review may be called for to determine how
far the assessing authorities tended ‘to overpitch the demands or
otherwise commit mistakes in assessments due to rush of work at
the end of the year.

318. In their Forty-sixth Report (1965-66) the Committee noted
that the Ministry of Home Affairs were taking remedial measures
to prevent accumulation of arrears on Sales Tax. Ironically enough
the arrears of tax demands have risen steeply from Rs. 236.98 lakhs
as on 3ist March, 1968 ‘to Rs. 564.17 lakhs as on 31st March, 1971
The number of cases where tax involved was Rs. 50.000 or more was
110 and the amount involved was Rs. 256.74 lakhs. Thus the reme-
dial measures, if any, taken have not been cffective enough. The
Committee would stress that the recoverable arrears should be
cleared within the target date to be fixed giving priority to cases
involving Rs. 50,000 and more. The sieps proposed to be taken in
this regard may be reported to them.

3.19. It is a matter of concern that 57 cases involving arrears of
tax of Rs. 1 lakh and above were pending as on 31st March, 1971,
in spite of the fact that the dealers are required to submit quarterly
returns and pay tax producing the treasury receipts therefor along-
with the returns. As admittedly the procedure of publishing the
names of dealers against whom demand of Rs. 1 lakh or more is out-
standing as is followed by the Income-tax Department, may have
some effect in reducing the arrears, the Committee desire that the
Department should consider the feasibility of publishing such names
in future either by Administrative action or if necessary by obtain-
ing appropriate legislative sanction,

3.20. In their 28th Report (1964-65), the Committee expressed a
hope that early action would be taken to write-off the arrears which
were found irrecoverable since larger powers of write-off had been
delegated to Delhi Administration. However, 921 cases (involving
Rs. 135.71 lakhs) are stated to be pending for write-off as on 3lst
March, 1971. From the instructions issued on Ist May, 1972 to the
assessing authorities for expeditious disposal of the cases for write-
off, it is seen that the sales-tax officers have not shown any earnest
interest for finalisation of write-off cases. The Committee are in-
clined to take a serious view of the slackness in this regard in spite
of their earlier observations. They expect that the phased programme
of write-off work would be adhered to and all the cases which are
ripe for write-off would be disposed of within a period of six months,
They would await a report in this regard.
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321. The pendency of recovery certificates has been brought dewn
from 6152 cases involving Rs. 183.65 lakhs as on 31st March, 1976 to
5682 cases involving Rs. 169.07 lakhs as on 31st March, 1971. The
Committee note that further streamlining of Recoevery Branch was
under consideration and that with the streamlining the pendemey
was expected to be substantially reduced. They would like te know
the action taken in the matter and weuld watch the imprevement
through future Audit Reports.

3.22. During the year 1970-71, 3006 certificate cases involving a
sum of Rs. 209.15 lakhs were returned after recovery or otherwise.
The Department is not in a position to let the Committee know the
number of cases wherein the certificates were returned without
effecting recoveries as also the reasons thereforr The Committee
would suggest a review of such cases to see how far the non-recovery
was due to inadequate particulars furnished by the ward officers to
the Collector and to take suitable remedial measures. They hope
that from 1972-73 onwards, the break-up of the certificate cases re-
turned to the Department would be made available to Audit for in-
corperation in the Audit Reports. They would further reiterate that
each case of non-recovery due to want of sufficient particulars should
be thoroughly scrutinised en return with a view te taking effective
action to make good the deficiency and recover Gevernment dues.

3.23. Yet another deficiency in the maintenance of records by the
Department is the lack of information regarding the cancellatien of
registration certificate under Section 7(7) and obtaining security
deposit under Section 8(A) of the Bengal Finance (Sales Tax) Act,
1941 as extended to the Uniom Territory of Delhi The Committee
hope that this deficiency also will be remedied.



CHAPTER IV

FRAUDS AND EVASIONS DURING IST APRIL, 1970 TO 31ST
MARCH, 1971*

Audit Paragraphs

4.1 (@) Number of cases pending on 31st March, 1970 . . . 1,895
(b) Number of cases detocted under sections 11A and 11(2) during the

period Ist April, 1970 to 318t March, 1971 501
(c) Number of cases in which assessments were completed 652
(4) Number of cases pending on 31st March, 1971 1,744
() Number of cases in which . 618
(i) Penalties were imposed . . . . . (Rs. §9,359)
() prosecutions were launched for non-registration I . Nil
(#7) offences were compounded . . Nil

[Paragraph 94 of the Report of the Comptrolier and Auditor General of India for the
vear 1970-71—Union Govt. (Civil)}=~Revenue Receipts.]

4.2. Section 11(2) of the Bengal Finance (Sales Tax) Act, 1941,
as made applicable to the Union Territory of Delhi provides that if
the Commissioner of Sales Tax is satisfied that a dealer who is liable
to pay tax under the Act, has failed to get himself registered with
the Department, he shall proceed to assess the dealer to the best of
his judgment in the prescribed manner. The Commissioner of Sales
Tax could also proceed to assess or re-assess a dealer under Section
11A of the Act if on information coming to his notice he was satis-
fled that turnover of the dealer had escaped assessment or had been
under assessed in any year.

4.3. When asked to stated the total turnover assessed under Sec-
tion 11(2) and 11A of the Act during 1970-71, the Ministry, in a note
furnished to the Committee stated that it was not possible to supply
the information since separate record of turn-over assessed under
Section 11(2) and 11(A) and the demand raised in such cases as also
recoveries effected out of that amount was not maintained in the
Department.

*Figures arc a5 furnished by the Deptt.
21
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44. The Committee referred to the observation made by the Guja-
rat High Court in the case State of Gujarat versus Karimbhai Jamal-
bhai Menon and another. The Gujarat High Court observed:

“If offences against Public revenue are committed by business-
men it would amount to robbing the State which prevents
them from being robbed by others. This cannot be coun-
tenanced. It undermines the faith of the people in the
establishment and the judicial system...... It is, therefore,
in the interest of the Society as a whole that the provi-
sions contained in the Revenue laws for bringing to book
the culprits who commit offences against public Revenues
are administered with the seriousness that they deserve
If the courts were to'impose merely fines a businessman
would weigh the risk run by him as against the advantage
to be secured by him. If he can save thousands of Rupees
by evading payment of taxes he would not mind paying
small fines which will on balance result in a profit to him.
It is in such matters that the deterrent theory of punish-
ment must be invoked. It must be deterrent to the
offender and it must be deterrent to persons who are like
minded”.

. 45. The Committee enquired whether the Delhi Administration
bad thought over these observations with a view to see that em-
phasis should be more on prosecution than on penaltiess The
Ministry in a note submitted to the Committee, stated:

“It may be stated that the Sales Tax Department, has after
' studying the Sales Tax Acts of other States and the
Income Tax Act, 1961 prepared a new comprehensive
Sales Tax Bill solely with a view to bringing the tax
evaders to book and to ensure that due revenue accrues
to the Exchequer. This bill was passed by the Metro-
politan Council, Delhi and is likely to be introduced in
the Parliament in the near future. Further, it may be
mentioned that the policy of the department hitherto has
been primarily to invoke provisions of penalty for the
offences committed by the dealers rather than to initiate
prosecution proceedings, in the interest of revenue. The
prosecution cases not anly take a long time to be finalis-
ed but also it is difficult to prove mens-rea which is an
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essential ingredient for conviction in prosecution. How-
ever, it is felt that the matter needs due consideration in
light of the judgment cited in order to formulate a re-
vised policy and for effective implementation.”

“Therefore; a special cell consisting of suitable staff will be
required to be set up.”

4.6. Sections 11(2) and 11(A) of the Bengal Finance (Sales Tax)
Act, 1941, as in force in the Union Territory of Delhi are designed
to check evasion of tax and concealment of turnover liable to tax.
It is strange that the Department it not aware of the total turnover
assessed under these Sections and the demands raised from year to
year. The Committee have in various Chapters of this Report dealt
with the defiencies in the maintenance of records. They hope that
suitable steps will be taken without delay to improve the maintenance
of records so as to bring out all the information necessary to evaluate
the performance of the Department.

47. The Committee find that as on 31st March, 1971, assessments
in as many as 1744 cases detected under Sections 11(2) and 11(A)
were pending. These cases should be disposed of early in the interest
of revenue and arrears should not he allowed to accumulate in future.

4.8. Although in 652 cases, assessments were completed during the
year 1970-71, prosecution was not launched for non-registration even
in a single case. The Committee feel that the policy of invoking the
provisions of penalty for the offences committed by the dealers rather
than initiating prosecution proceedings, pursued by the Department
so far, suffers from lack of sufficient deterrent effect on the offenders
as well as those who are likeminded. They suggest that in glaring
cases prosecution should he launched which will create a psycho-
logical impact that would be conducive to the interests of revenue.

4.9. The Committee learn that the Sales Tax Department has, after
studying the Sales Tax Acts of other States and the Income-tax Act.
1961, prepared a new comprehensive Sales Tax Bill solely with a
view to bringing the tax evaders to hook and to ‘ensure that revenue
due accrues to the Exchequer. The Committee hope that this Bill
which is stated to have been passed already by the Metropolitan
Council Delhi, will be introduced in Parliament early.



CHAPTER V
SEARCHES AND SEIZURES DURING 1ST APRIL, 1970 TO 31ST

MARCH 1971*
Audit Paragraph
5*1 {a) Number of cases pending on 315t March, 1970 . 381
(b) Number of cases in which seizures of books were mldc du.nns thc .
period Ist Aprll, 1970 to 318t Match, 1971 " 250
(¢) Number of cases in which assessments were completed , 2c8
(H) Number of cases pending on 315t March, 1971 . 423
(¢) Number of cases in whldl prounn!m were lnmd'lcd or d’m were
compounded Nil
- (f) Number of cases in which penaltics were ‘'mposed . {fo Re. $9,4¢6)

5.2. The amount of concealed turnover and tax demands raised
in respecl of assessed cases were not available with the Depart-
ment as no separate records are maintained to work out such in-
formation. The pace of disposal was stated to be slow because of
the lenglhy and cumbersome procedure involved.

[Paragraph 9§ of the Report of the Comptrolier and Auditor General of India for the year
1970-71==Union Government {Givil}=Revenuc Receipts)].

5.3. As against 381 cases in which searches and seirmures of books
of dealers were made and were pending at the close of the year
1969-70, 423 cases were reported to be outstanding at the end of the
year 1970-71.

5.4. The Committee learnt from Audit that while explaining
the reasons why pace of disposal was slow, the Ministry stated that
with a view to exercising the double check on the accuracy of the
turnover the Assessing Authority had also to seek approval of the
Administrative Assistant Commissioner on thee draft of the assess-
ments order in accordance with the administrative instructions.

5.5. Referring to the 208 cases in which assessments were com-
pleted, the Committee wanted to know the number of cases, out of
the 208 cases which were finalised, wherein the turunover was found
to have been concealed or tax was found to have been evaded, and
also the total amount of tax evaded. The Committee also desired to
know the largest amount of turnover in a smgle case found to have

*Rigures are as furnished by the Department.
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been concealed, the amount of penalty levied in that case and tax

collected. The Ministry, in a note submitted to the Committee,
stated:

“Record was, in the past mot maintained to work out the in-
formation sought. In fact the Audit has also observed in
their relevant Para 95 that the amount of concealed turn-
over and tax demand raised in respect of assessed cases
were not available with the department as no separate
records were maintained to work out such information.”

5.6. As agninst 381 cases of searches and seizures of hooks of
dealers in which assessments were pending at the close of the year
1869-70, 423 cases were pending at the close of the year 1970-71. The
Committee desire that the factors that impeded the expeditious dis-
posal of these cases should be identified and the procedures stream-
lined early.

5.7. During the year 1970-71, assessments were completed in 208
cases of searches and seizures. Although the Committee wanted to
know the number of cases in which the turnover was found to have
been concealed or tax evaded as also the total amount of tax evaded,
the information is not forthcoming. The Committee trust that the
records maintained now would bring out this information which is
necessary to evaluate the efficiency of searches »nd seizures in the
interest of revenue. The position in this regard for the year 1971.72
may be reported to them.



CHAPTER V1

APPEALS PENDING ON 31ST MARCH, 1871.*
Audit Paragraph -

6.1. (i) The following table shows pendency of appeals, review
applications and revisions petitions as on 31st March 1971, under

Sales Tax:—
; als, Revision
review petitions
applica- and .
tions .
"and -:gf?v -
‘revision  tions
petitions  with
" 'with Commi-
Asstt,  saioner/
Commi- Dy. Com-
sgioners  missioner
(@) Out of appeals/review. applications, revision petitions
instituted during the ‘year 1970-71 . . . 3,39% 595
B=0at of appeals/review applucluons, revlnou pcuuom
instituted in. earlier years . . 1,124 59
ToraL 4,519 654

-Year-wise break up of pending: appeala review applications and

revision petitions is as follows:

Year of institution Appeals, Revision
review petitions
applica-  review
tions applica-
revision l.ion;
petitions  wit
with Commi=
Asstt. ssioners/
Commi- Dy. Com-
ssioners  missioner

1962-63 . . . . . . . . . - 1
1963-64 . . . . . . . . ve 1
1964-65 . . . . . . . . 3
1965-66 . . . . . . . e 7
1966-67 . . . . . . . .. 1
1967-68 . . . . . . . 15 2
1968-69 . . . . . . 210 16
1969-70 . . . . . 899 28
1970-71 . . . . . 3,395 595

ToTAL 4,519 654

"Flgurcs are as fumished by the Department.
26
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(ii) The number of cases in which demands were reduced or
‘which were remanded for fresh assessment during the year 1970-71
:is indicated below:—

Total  No. of  No. of

No. of  cases cases
cases in which  remanded
disposed demands
of were
— reduced
(i) By Asstt. Commissioners . ) . 7,569 2,022 1,655
(") By Commissioner Dy. Commissioner . 1,C61 4€0 125

[Paragraph 96 of the Report of the Comptroller and Auditor
General of India for the year 1970-71—Union Government
(Civil) Revenue Receipts].

6.2. The para brings out the pendency of Appeals with Assistant
Commissioners, Revision petitions and Review applications as on
31st March, 1971 under the Sales Tax Act as well as the number of
cases in which demands were reduced or which were remanded for
fresh assessments during the year 1970-71,

6.3. The Committee wanted to know the number of cases, out of
the 63207 assessments completed in 1970-71, wherein appeals(review
applications were filed against the assessment. The Ministry in a note
.submitted to the Committee stated: .

“Record of appeals (revisions|review "applications filed by the
assessees during a financial year is only maintained in the
Sales Tax Department. No record about appeals|revision|
review applications filed against the specific assessments
completed by the Assessing Authorities during a particu-
lar financial year is however kept in this department. It
is, therefore, not possible to intimate the number of ap-
peals|review applications filed by the assessees against
the assessment cases finalised during the year 1970-71.”

6.4. The Committee pointed out that out of 8630 cases disposed of
during the year 1970-71, the demand was either reduced or cases re-
manded for fresh assessment in 49.4 per cent ' of the cases. Tpe
Committee enquired whether the assessments by the lower authorit-
ies were high pitched. The Ministry, in a note submitted to the

Committee, stated:
“During the year 1970-71, 83758 orders (63207 assessment

orders and 20549 miscellaneous orders ie., registration,
amendments, cancellation, refund, rectification etc.) were
passed by the Assessing Authorities. The number of ap-
peals, revisions and review applications flled by the
deslers during that year was 6328. On this basis, the ins-
titution of appeals, revisions and review applications
bears a percentage of 7.5 to the assessment and other
miscellaneous orders passed by the Assessing Authorities

‘3194 LS—3.



during that year. From these statistics, it would be clear
that in 92.5 per cent cases decided by the Assessing Autho~
rities, no appeals, revisions and review applications were
filed by the assessees. Out of 8630 appeals|revisionsire-
view applications disposed of during the year 1970-71, 1780
cases were remanded and in 2482 cases the demand was
reduced. The percentage of cases so remanded is 20.6 of
the total institution of appeals|revisions|review applica~
tions and 1.5 of the total percentage of appeals|revisions|
review instituted during the year 1970-71. Similarly, the
percentage of cases in which the demand were reduced
works out of 28.8 of the total institution of appeals|revi-
sions{review applications and 2.2 of the total percentage
of appeals|revisions|review instituted during the year
1970-71. It would, thus, be evident that the percentage of
the cases remanded or in which the demand was reduced
is 3.7 only of the total percentage of appealsjrevisions|re-
view instituted during the year 1970-71 and as such, it
does not warrant serious notice.”

6.5. That in as many as 4262 out of 8630 cases disposed of by the
appellate authorities during 1970-71, fresh assessments were ordered
or the demands were reduced, shows clearly a tendency on the part
of the assessing officers to overpitch the assessments. The explana-
tion of the Ministry that the percentage of such cases to the total
number of assessments and miscellaneous orders passed by the
assessing officers during the year 1970-71 is 3.7 only and that it does
not warrant serious notice, displays complacent attitude. The Com-
mittee would like Government to study the position after ascertaining
the following: )

(i) No. of cases during the year 1970-71 in which the tax
determined originaliy by the assessing officers was more
than the tax shown as due by the assessee;

(ii) No. of cases out of (i) above which were appealed against
and disposed of; .

(iii) No. of cases out of (ii) above in which the demand was
either reduced or remanded for fresh assessments by the
appellate authorities; and

(iv) the percentage of (iii) to (i).

6.6. The Committee would like Government to take suitable
measures in the light of the study and inform them of action taken. .

New DEeLHI; ERA, SEZHIYAN,
23rd February, 1973 : Chairman,

4th Phalguna 1894 (S). Public Accounts Committee.



4 APPENDIX I
(Page 17)
OFFICE OF THE COMMISSIONER OF SALES TAX

Vikas Bhavan, New Delhi,
No. XV-11(Gen.) |CST-71|399. Dated, 1st May, 1972,

To
All the Sales Tax Officers,
Delhi|New Delhi.

SusJecT: Writing off the arrears-progress thereof.
MEMORANDUM

Attention is drawn to the instructions issped on the subject from
time to time. The progress of writing off work is very slow in
the wards. It is noticed that due attention is not being paid by the
officers to this important aspect of work with the result that demands
which are not recoverable are also accumulating from year to year.
Even the instructions issued on the subject from time to time are
not available in some wards.

A set of all instructions issued in connection with writing off of
arrears is again sent herewith for guidance and necessary action.
These instructions should be kept by the Sales Tax Officers in their
personal custody and handed over to their successors at the time of
transfer.

As the Sales Tax Officers have not shown any interest in finali-
sation of the writing off cases it has therefore been decided to start
a phased programme of writing off work. In the first phase the
Sales Tax Officers will examine all cases where arrears above
Rs. 50,000 are to be written off and all such cases will be referred
to this office by the 15th May, 1972. If any case of this category is
not matured by the date fixed a detailed note containing the reasons
for not referring the same be forwarded to this office by 20th May,
1972, and thereafter a monthly report be sent about each case. In
the second phase the Sales Tax Officers will examine cases where
Amount involved is between Rs. 10,000 and 50,000 and refer the same
to me by.15th June, 1972 and finally cases upto Rs. 10,000 will be
examined and referred to me by the 15th of July, 1872. Report
similar to the cases covered in first phase will also be sent to me by
20th June, 1972 and 20th July, 1972.

2
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A list of cases where demands were to be written off as on 1st
April, 1972 should be sent to me by 5th May, 1972 positively in the
enclosed performae.

Similarly, the cases where demands in respect of Goal, Chaff
Cutters|Persian Wheels and parts thereof and Khadi Garments are
to be waived off should also be forwarded to this office by 31st May,
1972 positively.

Sd|-

Asstt. Commissioner (Recovery),

Sales Tax, New Delhi.
No. XV-11(Gen) {CST-71.400 to 402 Dated, 1-5-1972.

Copy forwarded to:—
1. The C.S.T. for favour of information.
2. The Dy. C.S.T. for favour of information.

3. All Asstt. Commissioner, New Delhi|Delhi, with the request

that the S.T.O.’s under their administrative charge may

" kindly be instructed to process all the cases in accordance
with the schedule laid down in the above memorandum.

Sd|-
Asstt. Commissioner (R),
Sales Tax, New Delhi.
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