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IN'I'RODUCTION 

I, the Chairman of the Public Accounts Committee, as authorised 
by the Committee, do present on their behalf this Hundredth Report 
on Action Taken by Government on the recommendations of the 

,Committee contained in their 74th Report (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-Relating to Sales Tax Receipts of the Union Territory of 
Delhi. 

2. On the 26th May, 1973, an 'Action Taken' Sub-Committee was 
appointed to scrutinise the replies received from Government in pur-
suance of the recommendations made by the Committee in their ear-
lier Reports. The Sub-Committee was constituted with the follow-
ing Members: 

1. Shri H. N. Mukerjee-Convener 
2. Shri Sunder Lal 1 
3. Shri Biswanarayan Shastri I 
4. Shri M. Anandam }- Membefrs. 
5. Shri Nawal Kishore I 
6. Shri H. M. Patel J 

3. The Action Taken Sub Committee of the Public Accounts Com-
mittee (1973-74) considered and adopted this Report at their sitting 
held on the 8th January 1974. The Report was finally adopted by the 
Public Accounts Committee on the 31st January, 1974. 

4. For facility of reference the main conclusions lrecommendations 
of the Committee have been printed in thick type in the body of the 
Report. A statement showing the summary of the main recommen-
dations/observations of the Committee is appended to the Report. 

(v) 



(vi) 

5. The Committee place on record their appreciation of the assis-
tance rendered to them in this matter by the Comptroller and Auditor 
General of India. 

Nll\l\I DELHI: 
4th February, 1974 ( 
Mag ha 15th, 1895 (S) . 

..,. , 
JYOTIRMOY BOSU, 

Chairman, ' 
Public Accounts Coniniitte.e. 



·CHAPTER I 

REPORT 

, ~ ~ t ' .. • • • 

1.1. "This ·Report of the Committeee deals with the action taken by 
G overnment ·on the recommendations contained in their 74th Report 
{Fifth Lok Sabha) on Chapter VI of the Report of the Comptroller 
and Auditor General of India for the year 1970-71-Union Govern-
m ent (Civil)-Revenue Receipts-Sales Tax Receipts of the Union 

'Territory of Delhi, which was presented to the Lok Sabha on the 8th 
March, 19.73. 

1.2. Action Taken Notes have been received on 11th October, 1973 
i n respect of all the 24 recommendations contained in the said Re-
p ort. 

1.3. Action Taken Notes/statements on the recommendations of 
-the Committee contained in the Report have been categorised under 
±he following heads:-

(1) RecommendationslObservations that have been accepted 
by Government. 

S . Nos. 1, 4, 8, 11, 14--19, 20, 22-24. 

(ii) Recomme:ndations lObservations which the Comniittee do 
not desire to pursue in view of the replies of Gove'rnment. 

S. No. 9. 

(iii) RecommendationslObservations replies to which have not 
been accepted by the Committee and whkl~ require reitera-
tion. · ·! ;' . ·, __ I 

S. Nos. 3, 5, 6, 7 and 21. , 

(iv) Recommendations!Observations in respect of which Gov-
ernment have furnished interim replies. 

S. Nos. ~. 10, 12-13. 

1.4. The Committee hope that final replies in regard to these 
recommendations to which only interim replies have so far been 
furnished, will be submitted to them expeditiously after getting them 
vetted by Audit. 
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1.5. The Committee will now deal with the action taken by Gov-
ernment on some of the recommendations. 

Machinery to forecust business trends and to assess in advan.ce the 
likely impact of taxation proposals on trade and industry. (Pa.ra-
graph 1.12-S. No. 2Y. 

1.6. Commenting 0n the variation between the Budget Estimates 
and the actuals of the Sales Tax Receipts of the Union Territory of 
Delhi, the Committee observed in paragraph 1.12 of the Report as 
under:-

"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 pro-
posals on trade and industry. This is a serious deficiency 
which should be rectified without delay so that there may 
be a reasonably accurate for ecast of tax receipts in future." 

1.7. In their reply dated the 11th October, 1973, the Ministry of 
Home Affairs have stated as follows: -

"A proposal for setting up a Research and Statistical Cell has 
been received from Delhi Administration and is under 
active consideration. After this Cell has been set up, the 
Administration would be in a better position to gauge 
correctly sales tax receipts and likely impact of ta.xation 
proposals on Trade and Industry in a scientific manner and 
the lacuna pointed out by the Committee would be over-
come." 

1.8. The Committee note that a proposal for setting up a Research 
and Statistical Cell has been received from the Delhi Administration 
and that it is under active consideration. In this connection the Com-
mittee recall that a proposal of the Commissioners of Sales Tax fo 
create a 'Statistical Cell' had been accepted in p1·inciple in 1972 by 
the Delhi Administration and that necessary provision of funds 
in the Budget Estimates· for 1973-74 had also been asked for by the 
latter vide paragraph 1.5 of the 74th Reporrt. A decision in the mat'-
ter has thus been considerably delayed with no apparent justifica-
tion._ The Committee would urge Government to come to an early 
decision and intimate accordingi'y to them. 

Sciles Tax Receipts of the Union Territory of Delhi (Paragraph 1.13-
Serial No. 3). 

1.9. Referring to the scope for augmenting Sales-tax receipts of 



3 
the Union Territory of Delhi for the year 1970-71 the Committee, im 
paragraph .i. .13 of the Report, observ d as under: 

"The sales tax receipts during 197r'J-71 were Rs. 25.57 crores 
which included Rs. 17.68 crores under the Local Sales Tax 
Act. The Committee feel that there is scope for augment-
ing the receipts particularly under the local Sales Tax 
Act. The total number of current assessments for dis-
posal under the local Act during 1970-71 was 37,393 OJ1ly 
Although as many as 26,199 dealers are stated to have· 
sought voluntary r egistration during the years 1968-69 to 
1970-71, the increase in the number of cases of current 
assessments for disposal was only to the extent of 5,981 
over the years 1967-68 to 1970-71. The Commit tee would 
like to know why the increase in the number of assess-
ments was not proportionate to 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." 

1.10. In their reply dated the 11th October, 1973, the Ministry of · 
Home Affairs have stated: 

"The Committee ha.s observed that as against 26,199 deal~rs, 

who sought registration during the year 1968-69 to 1970-
71, the increase in the number of cases of current assess-
ment for disposal was only to the extent of 5,981 over-
the years 1967-68 to 1970-71. In this connection, it may be· 
stated here that as against 26,199 applications received for 
registration during the financial years 1968-69 to 1970-71, 
the total number of registration applications disposed of 
during the said years numbered 26,613 i.e. 9,223 in 1968-69, 
8730 in 1969-710 and 8660 in 1970-71. Out of the said appli-
cations disposed of, new registrations granted numbered' 
12,986 and the rest 13,627 applications were rejected . As 
against the said new registration , increa.se in cases of 
current assessments for disposal during the year 1967-68 
to 1970-71 was 13,421. Keeping in view the fact that in-
crease in number of assessments due for disposal would 
also include remanded cases for fresh assessment orders, it . 
is felt that the growth of new dealers is quite in conso-
nance with the S{rowth of new cases becoming due fo1 
disposal and there is no inconsistency in this regard. 

The Committee have further desired to know whether the in-
crease in the number of sales tax assessees since 1967-68". 
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was consis tent with Lhe growth of shops and markets in 
the Union Territory. While it is true that there has been 
enormous growth of dealers with the development of new 
.colonies in Delhi, yet the growth is not uniform in new 
colonies vis-a-vis old colonies. Repeated surveys have 
shown that so far as old Delhi is concerned, the opening of 
new business premises has almost reached a saturation 
point and there is hardly any scope for new growth. So 
far as new colonies a.re concerned, the position is that the 
new dealers are mostly retailers for whom the prescribed 
taxable quantum is Rs. 30,000/- in a year. They neither 
import goods nor manufacture any goods nor they affect 
any sales in the course of inter-State trade and commerce. 
Such dealers also take a year to establish themselves in 
business and to cross the limit of Rs. 30,;000 j-. Thereafter 
the law provides for a further period of two months before 
they become compulsorily liable under Section 7 r ead witti. 
Section 4 (2) of the Act. Therefore, the seemingly large 
growth of dealers in the new colonies is not a cause for 
apprehension that they are not paying tax. Moreover, in 
Delhi the system of tax being single point these new 
dealers make purchases after paying tax and therefore 
there is no question of leakage of revenue . All the same, 
steps are being taken to streamline the survey programme 
in light of committee's recommendations contained in para 
1.14 in such a way that entire area covered by a ward is 
exhaustively combed once in a year so as to ensure that 
no unregistered dealer, who is otherwise liable for regis-
tration, escapes notice.'' 

1.11. The Committee are not satisfied with the explanation given 
·by the Ministry in an attempt to justify the existing position. With 
the increase in the business activity in Delhi which even a layman 
cannot fail to appreciate, the Committee are convinced that there is 
ample scope to augment the sales tax receipts particular;y under the 
·Local Sales. Tax Act. They acc01·dhigly desire that the Department 
should gear up their machinery and improve their procedures of as-
.sessment to give a better account of themselves. 

Machinery to study evasion of Sales Tax- (Paragraph 1.15-Serial 
No. 5). 

1.12. R~ferring to the absence of any study of sales tax evasion In 
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t he Union Territory of Delhi, the Committee ·in paragraph 1.15 of the 
Report observed as follows:-

"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 should be 
undertaken without delay. The result of the study as 
also the action taken in pursuance thereof to collect Gov-
ernment dues may be intimated to the Committee." 

1.13. In their reply dated the 11th October, 1973, the Ministry of 
Rome Affairs have stated: 

"The Committee has observed that there has been no systematic 
or scientific study of the sales tax evasion in the Union. 
Territory so far. It has, therefore, been desired that such 
a study should be undertaken without delay. 

. - I . 

In this connection it may be stated that a meeting has already 
been held to discuss ways and means for implementing 
the Committee's recommendations. A Committee has been 
set up with Vigilance Officers as its Convener to go into 
the matter and suggest various measures to be adopted to 
curb evasion of sales tax. Recommendations of the Com-
mittee are awaited. Appropriate measures will_ be taken 
to implement recommendations of the Committee. Addi-
tional staff required for implementation of Committee's re--
commendations will be intimated to the Administration in 
due course. The Committee would be apprised of the 
action taken in this regard shortly." 

1.14. The Committee find that steps have been taken to devise 
measures to curb evasion of sales tax in the ·Union Territory of Delhi. 
They would like to know the measures proposed to be adopted. In 
this connection they would recall that they had been informed a year 
ago that the Delhi Administration was contemplating to set up a Re-
search and Statistic·al Cell whose functions would also include the 
study and framing of the estimate of tax evasion, vide paragraph 1.7 
of the 74th Report. They desire that there should be a continuous 
study of the problem of evasion in a systematic and scientific manner. 

Need for an assessment of approximate amount of tax invo.ZVed in 
cases of arrears of assessments. (Paragraph 2.12-SeriaZ No. 6) . 

1.15. ·Commenting on the number of cases of arears of assessments 
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pending with the Sales-tax Department, the Committee, in paragraph 
2.12 of the Report, observed as follows:-

"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 these cases is 
not ascertainable. They desire that the approximate 
amount of net tax involved should be assessed with refe-
rence to the relevant past completed assessments and re-
ported to them. Such an assessment should be available in 
future also." 

1.16. In their reply dated the 11th October, 1973, the Ministry of 
Home Affairs have stated:-

"The suggestion of the Committee reqmrmg the Department 
to ascertain the likely impact of tax involved in cases pend-
ing for assessment is impracticable for the simple reason 
that the work involved would be much more than the 
actual completion of assessments and even then it will be 
wild guess only without any possible advantage to the 
revenue." 

1.17. The Committee are unable to share the view of the Ministry 
in regard to the possibility and utility ·of ass·essing the approximate 
amount of tax involved in the cases of arrears of assessments. They 
have found that in the cases of wealth-tax, gift-tax and estate duty 
the details of pending ass·essments including the approximate amount 
of tax involved are made available to Audit and incorporated in the 
Reports of the Comptroller & Auditor General of India. They would, 
therefore, reiterate that on the sales tax side also an attempt should 
be made to bring out the approximate amount of tax involved in 
such cases wbich, besides giving a better idea of the pendency, would 
help the Department in giving priority to completing assessments of 
big cases. 

Unimpressive performance of assessing officers. (Paragraph 2.13-
Serial No. 7). 

1.18. Referring to the unimpressive performance of the assessing 
officers in the year 1970.-71, the Committee, in paragraph 2.13 of the 
Report, observed as follows:-

"The Committee regret to observe that although there has been 
an increase of 30 per cent in the number of assessing offi-
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cers, 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 exa-
mine the reasons for the unimpressive performance of the 
assessing officers and take suitable remedial action. Suit-
able yardstick may also be prescribed in order to evaluate 
objectively the performance of the assessing officers." 

1.19. In their reply dated the 11th October, 1973, the Ministry of 
Home Affairs have stated as follows : 

"It is conceded that there was growth of nearly 30 per cent in 
the strength of assessing officers in 1969 as compared to 
1968 as a r esult of creation of new wards in December, 
1968. The number of assessment cases completed during 
the years 196&-69 to 1971-72 were as under:-

1968-69 
1969-70 
1970-71 
1971-72 

56958 
57457 
63207 

66438 

From the above particulars, it will appear that number of a9-
sessment cases disposed of during the year 1970-71 was 
more by 6249 as compared to the disposal in 1968-69 which 
works out to nearly 10.97 per cent. Similarly disposal in 
1971-72 was more by 9480 as compared to the disposal in 
1968-69 which works out to nearly 16.64 per cent. 

In this connection it is also stated that in addition to asses9-
ment of registered dealers, as mentioned above, the assess-
ing authorities are also required to attend to assessment of 
unregistered dealers, disposal of applications filed by the 
dealers for registration, amendments, ·cancellation, recti-
fication/penalty orders and refund applications etc. Taking 
into account the quantum of said work done, the total ai;;-
sessment units completed during the financial years 1968-
69 to 19711-72- were as follows:-

1968-68 
1969-70 
1970-71 
1971-72 

74329 
76082 
83756 
97509 
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Thus there was an increase of 9427 and 23180 cases in disposal 
during the financial years 1970.-71 and 1971-72 respectively 
over the assessment work done in the financial year 1968-
69. This increase works out to 12.68 per cent and 17.37 per 
cent respectively. 

However, the department intends taking following further 
steps to improve upon the efficiency of the authorities both 
in regard to quality and quantity:-

(i) Normally the minimum period for an assessing authority 
:for working in the Sales Tax Department should be fix-. 
ed at three years so that the assessment work is not. 
hampered by frequent transfers from one department to 
another as new incumbents take time to pick up the· 
work and attain proper standard and efficiency. 

{ii) Refresher course and training programmes are proposed· 
to be started so that assessing authorities are kept fully 
equipped with the knowledge of Sales Tax law and pro-
cedure as well as to keep them abreast with the latest 
judicial pronounccm nts. Sanction in this behalf has 
been conveyed to the Sales Tax Department. In the 
meantime, it has been decided to start imparting train-
ing to th e officers by local arrangements and furth er 
action to implement the said decision is being taken." 

1.20. The Committee regret to note that the exact reas·ons for the 
poor performance of the assessing officers have not been indicated. 
These should be investigated, if not already done, so as to consider 
wheth.er steps proposed to be faken to improve the performance are 
adequate. The results of the iuvestigation may be reported to the 
Commit~ee. 

1.21. The Committee wish to reiterate that suitable yardstick 
·should be prescribed early in order to evaluate objectively the per-
formance of the assessing officers as it does not appear to have been 
prescribed so far. 

Accumulation of arrears o,f sales-tax assessments.· · (Paragraph 2.14-
Serial No. 8) . 

1.22. Com~enting on the accumulatioh of arrears of sales-tax 
assessments ·to the extent of more than one year's ·workload, the Com-· 
mittee, in paragraph 2.14 of the Report, observed as follows:-

"Thc? arrears at the end of 1968-69 were 65,271 cases . The nu~ 



,I 

9 

ber of assessments completed during the subsequent years: 
1969-70 and 1970-71 was 57,457 and 63,207 respectively 
against 62,695 and 67 ,048 current assessments to be com-· 
pleted. Thus the arrears kept on increasing. At this rate· 
the prospects of clearing the arrears in the near future ap-
pear to be bleak. As the Department has been carrying 
over, arrears to the extent of more than the year's work-
load, 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." 

1.23. In their reply dated the 11th October, 1973, the Ministry c;f 
J!fome Affairs have stated: -

"The observations of the Committee have been noted and the· 
matter is being taken up with the Administration to aug-
ment the strength of the assessing authorities without 
which it is not considered possible to reduce the pending 
assessment cases to one year's work-load. Formal pro-
posals in this behalf would be sent to the Administration . 
very shortly." 

1.24. It is indeed disappointing to note that no progress has been· 
made in regard to implementing the recommendations of the Com-· 
mittee for tackling the arrears of assessments and that the Com-
mittee have been merely told that the Department would send tlle 
proposals to the Delhi Administration to augment the staff. The· 
Committee cannot appreciate such a complacent attitude. They· 
expect that the steps should be taken without any furher delay to 
progressively reduce the arrears under · a targeted programme. 

,Arrears . of Sales Tax Demands (Paragraph 3.17-Serial No. 10). 

1.25 . Referring to the arrears of Sales Ta·x Demands as e n 31st: 
March, 1970, the Committee, in paragraph 3.17 o.f the Report, obser v-
ed as follows: -

"Despite the fact that ther~ was no substantial increase in the 
number of asessments during the year 1969-70, the arrears 
of Sales Tax Demands rose from Rs. 336.28 lakhs as on 
31st March 1969 to Rs. 482.41 lakhs as on 31st March, 

' 1970. This spurt in arrears has been explained as due to· 
larger additional 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 avoid-.-
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able rush of assessments towards the end of the year. In-
cidentally, it is seen that the heaviest ever demand created 
against a'ny individual dealer was for Rs. 53 .17 lakhs 
createp. during the year 1969-70 and that it has 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 deter-
mine 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." 

1.26. In their reply dated the 11th October, 1973, the Ministry of 
:Home Affairs have stated: 

"It is submitted that increase in arr ears does not along de-
pend upon the number of assessment completed during 
the year. It is just possible that substantial demand is 
created even in one case alone as has been observed by 
the Committee themselves in this para. As regards obse-
vations of the Committee regarding avoidable rush of the 
assessments towards the end of the financial year it i'S 
submitted that it becomes unavoidable because the dealers 
when called upon to appear in earlier parts of the year 
generally seek adjournments mostly for the reasons that 
various declarations required in support of exemptions 
and concessions claimed under various provisions of Bengal 
Finance (Sales Tax) Act, 1941 as well as Central 
Sales Tax Act, 1956 have not been obtained by them from 
all the dealers concerned. Assessing Authorities also 
avoid passing e.rparte orders, as far as possible, with a 
view to give full and fair opportunity to the dealers, to 
support their claims in support of exemptionslconcessions 
with all legal documents prescribed under the law. This 
necessitates more attention on the part of the assessing 
authorities to expedite disposal towards the close of the 
financial year so as to avoid chances of cases becoming 
time-barred on one hand and to liquidate maximum num-
ber of assessment cases pending in their respective wards 
on e1c other. 

'The Committee have further desired to know the results of 
fresh assessment 0rders to be passed in the case where 
highest demand of Rs. 53.17 lakhs was originally created 
and later remanded. As the fresh assessment has not still 
been completed, the result thereof shall be communicated 
as soon as the assessment is completed." 



1.27. Apart from bringing ont certain g·eneral reasons leading 
'to rush of assessments during the end of the year, Government do 
not appear t o have critically examined the assessments made dur-
ing the yea1· 1969-70 with a view. to finding out whether there was 
avoidable rush towards the end of that year, as suggested by the. 
Committee. This was necessary as the spurt in arrears as on 31st 
March , 1970 was explained as due to larger additional demands 
C.l'eated durin,g the months from November, 1969 to March, 1970. 
Tlie Committee, therefore, wish to reiterate that a study of . the 
ass·essments1 made in 19691-70 and in subsequent years should be 
undertaken so as to take steps to curb the tendency, if any, for 
such of assessments at the end of the year. 

· 1.28. The Committee note that .the fresh assessment in the case 
where highest demand of Rs. 53.17 lakhs was originally c1·eated and 
later remanded, has- not still been completed. The final outcome 
a s also the action taken on .the basis thereof as already suggested 
by the Committee may be reported to them . 

.Frauds and Evasions (Paragraph 4: 8-S. No. 19). 

1.29. Commenting on the policy of invoking the prov1s10ns of 
penalty for the offences committed by the dealers rather than initiat-
ing prosecution proceedings, the Committee, in paragraph 4.8 of the 
:Report, observed as under: 

"Although in 652 cases, assessments were completed during .. 
the year 1970-71, prosecution was not launched for non-
regi.stration in 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 initiat-
ing prosecution proceedings, pursued by the Department so 
far, suffers from lack nf sufficient deterrent effect on the 
offenders as well as those who are likeminded . . They sug-
gest that in glaring cases prosecution should be -launched 
which will create a psychological impact that would be 
conducive to the interests of revenue." 

1_30. In their reply dated the 11th October, 1973, the Ministry of 
~Home Affairs have stated: 

"The observations of the Committee have been noted. It is 
p»0posedi to launch prosecution in a few cases during the 
current financial year. Progress would be communicated 
in due course." 

'.2890 LS-2. 
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1.31. Although the Comm ittee had suggested that in glaring: 
cases prosecutions should be launched, the Ministry have remain-
ed content with noting the suggestion and intimating that it is 
proposed to launch prosecution in a few cases during the cunint 

. financial yea r . The Committee wouid have appreciated if action 
had ah eady been taken in glar ing cases. They desi;re tha t no time 
should be lost in pr ocessing such cases for laun ching prosecu tion. 

Searches and seizures (P.aragra,ph 5.6- Ser-ial No. 21) . 

1.32. Noting that 423 cases of searches and seizures were pending 
finalisation as at the dos~ of the year 1970-71, t he Committee, in 
paragraph 5.6 of the Report, observed as fo llows: 

"As against 381 cases of sear ches and seizur es of books of 
dealers in which assessments were pending at the close of" 
the year 1969-70, 423 cases were pendng at the close of the 
year 1970-71. The Committee desire that the fac tors that 
impeded the expeditious disposal of these cases should be 
iden tified and thE'. procedures str eamlined ear ly." 

1.33. In their r eply dated the 11th October ,. 1973, the Ministry of 
Home Affairs have st a ted: 

"The Commit tee in t heir observations have desired t hat suitable 
steps should be taken to ide t ify t he facto rs that impede 
the e 'peditious disposal of cases of frauds _and evasions 
and searches and seizures· so that the penden y in this 
beh alf could b liquida ·ed as expedi tiously as possible and 
arrears in this beh alf are n ot allowed to accumulat e in 
future. 

The ward" officers have been impressed upon to take suitable 
action to finalise all cases pending on 31st March, 1973 by 
31st October, 1973, as far as pract icable, except such cases 
which m ay have to be kept pending b yond that da te with 
prior approv::ll of t he Admn. Asstt . Commissioner , keeping 
in view th e spec"al circ mstances, thereof. The Commit-
tee shall be apprised of the results achieved in this regard 
in due course." 

1.34. From the reply fur nish ed by Government, the Committee 
notice that Government have not1 gone into the i·easons for the delay 
in fina lisation of cases of searches and seizures with a ·view to stream-
lining the procedure~. The Committee w ould like to stress that im-
mediate st'eps should be taken in this regard and the results be re-
ported to them within three months. 



CHAPTER II 
' 

RECOMMENDATIONS/OBSERVATIONS THAT HAVE BEEN 
ACCEPTED BY GOVERNMENT 

Recommendation 

_ The var iation between the Budget Est imates and the Actuals in 
regard to the sales tax receipts of the Union Ter ritory 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 
streamlin ing of departmental m achinery of collect ion . The Commit-
t ee are glad to note this welcome trend. T h ey, however, desire that 
the gap should be further n arrowed down and steps should be taken 
to see that variations in excess of 4 per cent do not occur in future. 

[S . No. 1- Appendix II Para No. of Report 1.11 of P .A.C.'s 
74th Report (5th Lok Sabha)] 

Action taken 

The observation s of the Committee have been n oted and all efforts 
w~ll be made to. n arrow down the variat ions between bud.get esti-
m a tes an d the actuals to the m a rimum extent pract icable. 

Recommendation 

It is common knowledge th at there are a large number of small 
traders at Delhi and those who come from n eigh bour ing Sta tes an~ 
conduct business transactions assessable to lo.:: al Sales t ax at Delhi 
w J10 o not maintain pr oper books of accounts and escape liability 
to Sales Tax although their gross turno_;er m ay exceed the taxable 
qu antum . It is, therefore, necessar y that there should be an effect ive 
shop to shop survey and surprise ch ecks to ensure that no unregis-
te r ed dealer who is liable to r egistration, escapes notice. The Com-
mittee note that dur ing the cur rent year com prehensive instruct ions 
h ave beep issued to the ward officer for thorough survey of their 
areas. The outcome of the su rvey may be reported to the Committee. 

[S. No. 4-Appendix II :Par a No. of Report 1.14 of P .A.C.'s 
74th Report (5th Lok Sabha) ] 
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Action taken 

As stated in reply to para 1.13, suitable steps have been taken to 
ensure that all the assessing authorities chalk out a comprehensive 
programme locality-wise so as to ensure that enti:re area falling under 
t:qe jurisdiction of a ward is combed once in a year. This would 
ensure that no unregistered dealer, who is otherwise liable for re-
gistration, escapes notice as desired by the Committee. Results ac-
hieved in this regard would be intimated to the Committee in due 
course. 

It is further stated that as a result of surveys conducted during 
the financial year 1972-73, 764 dealers were detected conducting busi-
ness in contravention of the provisioi contained in Bengal Finance 
Sales Tax Act, 1941. Appropriate legal proceedings Under Section 
11 (2) of the Bengal Finance Sales Tax, 1941 against these dealers 
are in progress. 

Recommendation 

The arrears at the end of 1968-69 were 65,271 cases. The number 
of assessments completed duri~g the subsequent year 1969-70 and 
1970-71 was 57-457 and 63,207 respectively against 62,695 and 67,048 
current assessments to be completed. Thus the arrears kept on in-
creasing. At this rate the prospects of clearing the arrears in the 
near future appear to be bleak. As the D~partment has been carrying 
over arrears to the extent of more than one year's work-load, 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. 

[S. No. 8 Appendix II , Para No. 2.14 of Report of PAC's 
74th Report . (5th Lok Sabha)] 

Acfion taken 

The observations of the Committee have been noted and the 
• • matter is being taken up with the Administration to augment the 

strength of the assessing authorities without which it is not consider-
ed possible to reduce the pending assessment cases to one year's 
work-load. Formal proposals in this behalf would be sent to the Ad~ 
ministration very shortly. 

Recommendatioo 

In their 46th Report (1965-66) the Committee noted that the 
Ministry of Home Affairs were taking remedial measures to prevent 
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a ccumulation of arrears on Sales Tax. Ironically enough the arrears 
of tax demands have risen steeply from Rs. 236.98 lakhs as on 31st 
March, 1966 to Rs. 5_64.17 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 remedial mea-
sures, if any, taken have not been effective 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 steps proposed to be taken in this regard 
may be reported to them. 

[S. No . 11-Appendix II Para No. 3.18 of Report of P.A.C.'s 
74th Report (5th Lok Sabha)] 

Action taken 

In order to liquidate the arrears following steps have been taken: 

(i) All the assessing authorities have been direct,ed by the 
Commissioner in a meeting that they should issue recovery 
certificates as soon as demand has become due for re-
covery as an;.ears of land revenue so that the Collector 
could arrange necessary recovery drives s·tmultaneously. 
They have further been di_rected that they. shol!ld not post-
pone the issue of recovery certificates to the Collector till 
the fag end of the financial year. Suitable circular iris-
tructions have been issued to this effect. 

(ii) The Collector has finalised a programme to launch three 
instensive recovery drives first in July/August, 1973, second 
in Sept., jOct., 1.973 and third in Janua;ryjFebruary, 1974 in 
collaboration with the ward officersjofficials so that maxi-
mum possible arrea;s could be liquidated by the e:n,d of the 
current financial year. Suitable circular instructions have 
been issued to all the ward officers for compliance. 

In addition to above steps, effective measures to deal with ~ach 
individual case wherein arrears exceed Rs. 50,000/-, are also being 
considered and the Committee should be apprised of the steps taken 
at an early date. 

Recommendation 

The Pendency of' recovery certificates has been brought down 
from 6152 cases involving Ra 183.65 lakhs as on 31st March, 1970 
to 5082 cases involving Rs. 169.07 lakhs as on 31st March, 1971 . The 
Committee note that further streamlining of Recovery Branch was 

/ 
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under consideration and that with the streamlining the pendency 
w _as expe'cted to be substantially reduced. They w ould like to know 
the action t aken in the · 1atter and would watch the impro vernen t 
through future Audit Repor ts . . 

[S. No. 14- Appendix II Para No. of Report 3.21 of P .A.C.'s 
74th Report (5th Lok Sabha)] 

Action taken 

The work of the r ecovery branch h as been fu rther streamlined 
to achieve the desired objec;ive. Super checks by the Collector have 
been devised and the whole machinery has been geared up in such 
a way that 10 per cent of the cases where dealers are n ot traceable 
are super-checked by the Asstt. Collectors personally so as t o verify 
the correctness of the repor ts submitted by the fielQ. st aff. -The pen-
dency of recovery cert ificates h as been reduced from 5082 involving 
total amoun t of Rs. 1,69,06,089.00 as on 31-3-71 to 2165 as on 31-3-73 
involving total amount of Rs. 64,22,284.00. Strenuous efforts w ill 
continue to be made to bring down the r ecoverable arrears to the 
minimum and check further . accumulation of the r ecoverable arrears 
in the Collectorate. 

Recom mendation 

During the year 1970-71. 9006 certificate cases involving a sum 
of Rs. 209.15 lakhs were returned after recovery or otherwise. The 
Depa~tment is not in a posit ion t o let t he Committee know th e num-
ber of cases wherein t he certificates were r eturned w ithou t effectin g 
recoveries as also the reasons th erefor. The Committee w ould suggest 
a review of such cases to see how far the non-recovery w as due to 
inadequate particulars furnished by the war d officer s to the Collector 
and to ta~e suit able remedial m easures. They hope that from 1972-73 
onwards, the break-up of the certificate cases r eturned to the Depart-
ment would be made available to Audit for incorporat ion in the 
Audit Reports. T,Yiey would further rei.terate that each case of non-
recovery due to want -of sufficient particulars should be thoroughly 
scrutinised on return with a view to taking effective action to make 
good the deficiency and recover Gove1mment dues. 

[S. No. 15-Appendix II Para No. of Report 3.22 of P .A.C.'s 
74th Report (5th Lok · Sabha)] 
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Action taken 

A s already stated, it is not possible to furnish details of cases r e-
t urned after recovery or otherwise at this belated stage, as also t he 
r~asons for which recovery certificates were r eturned without effect-
ing recovery . On the basis of experience, however, it can be said 
that the No. of cases in which recovery certificates were returned due 
to inadequate particulars furnished by the ward officer s was of the 
order of JO to l 5 per cent of the total pen dency. Suitable instructions 
have already been issued to ward officers to ensure that the cases 
returned by the Collector ar_e thoroughly scrutinized by th em on 
return with a view to taking effective action to m ake good the de-
ficien cy and recover Government dues. 

It is, hCJwever, stated that the proforma showing the details of 
disposal of recovery certificates has since been amended (copy en-
closed) an d requ1site details relating to disposal of said certificates 
by t he Rec Jvery Branch by cash recovery or oth erwise shall be avail-
able, as am l when called for , in future. 



ANNEXURE B 

-Statement showing progress of disposal of recovery certifir.ate for r he 1110 1llh of-197 

No. cf recovery certiftcates 
pending with 1he recovery 

Br. as on 

Ancount involv-
ed 

No. of R.C . returned to Amount 
the wards during the 
month under report. 

No . . of R.C. 
received dur-
ing the month 

Amoun t in-
volved 

Progressive disposal of R.C. 
upto the end of the month. 

Total No. of Total amount 
RC. for (~ispos- involved 

al 

No. of RC. disoosed 
of during the montlt 

under report where 
dues have been re-

covered. 

Total amount Balance R.C. pending as on----
realiscd upto 
the end of the 
month. 

- - - --- - ----- - ·--- --------------------- -----

Amount 

Amount 
involved. 

...... 
00 
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Re'commendation 

Yet another deficiency in the maintenance of records by the. 
Department is the lack of information regarding the cancellation of 
r~gistration certificate under Section 7 (7) and ·0 btaining security 
deposit under Section 8(A} of the Bengal Finance (Sales Tax) Act,. 
1941 as extended to the Union Territory of Delhi. The Committe<> 
hope that this deficiency also will be remedied. 

[S . No. 16-Appendix II Para No. of Report 3.23 of P.A.C .'~ 

74th Report (5th Lok Sabha) )o 

Action taken 

The proforma containing particulars of registration certificates . 
cancelled had been suitably revised so that distinct information re-
garding No. of registration certificates cancelled u ls 7 (7) of the 
Bengal Finance (Sales Tax) Act, 1941 are readily available in future . 
The revised proforma has b~en circulated to the ward officers for 
needful. The proforma ·tn V:.hich the particulars relating to secu- . 
rity!surety obtained from the dealers under section 8(A) of the 
Bengal Finance (Sales Tax) Act, 1941 are now maintained by the 
department is being suitably revised to meet the deficiency pointed 
out by the Committee. 

Recommendation 

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 
chec~ evasion o.f tax and concealment of turnover liable to tax. 
It is strange that the Department is 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 deficiencies in the maintenance of records. They hope 
that suitable steps will be taken without delay to improve the main-
tena~ce of records so as to bring out all the information necessary 
to evaluate the performance of the Department. 

[S. No. 17-Appendix II Para No. of Report 4.6 of P.A.C.'s · 
74th Report (5th Lok Sabha)] 

Action taken 

The observations of the Committee have been noted. Suitable '· 
instructions have been issued in this behalf to all the ward officers 
to prepare a summary in the Demand & Collection Register at the · 
end of each month indicating separately (a) totals of turnover assess- · 
ed in case falling u/s 11 (2) of the Bengal Finance (Sales Tax Act, . 
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1941 and the qemands raised thereon a'.nd (b) totals of turnover 
enhanced and the con$equential demand raised in cases disposed of 
ujs 11 (A) df the said Act. Thus the information desired by the 
P .A.C. 'in regard to concealed turnover and the tax effect thereon 
would be readily available in futu re and the deficiencies in main: 
tenance of records pointed out in ·this behalf would be remedied. 

Recommend tion 

The Committee find tha-t as on 31ct March, 1971, assessments in 
as many as 1744 cases detected under Section s 11 (2) and 11 (A) were 
pending. These cases should be disposed of early in the interest of 
reven ue and arrears should not be allowed to accumulate in fu ture. 

[S . No . 18- Appendix II 'P ara No. of Report 4. 7 of P.A.C.'s 74th 
R eport (5th Lok Sabha)] 

Action Taken 

The Committee in their obser vations have d esired that suitable 
steps should ·be taken to identify the fac ors that impeded the ex-
peditious disposal of .cases of Frauds and Evasions and Searches and 
Seizures so that the pendency in this behalf could be liquidated as 
expeditiously as possible, and arr ears ·n this behalf are not allowed 
to accumulate in futu re. 

The war d officers have been impressed upon to t ake suitable ac-
tion to finalise all cases pending on 31-3-1973 by 31st October, 73, as 
far a s practicable except such cases w hich may have to be kep t 
pending beyond that date with prior approval of the Administration . 
Assistant Commission er , keeping in view the special circumstances, 
thereof. The Co~mittee shall be apprised of the results achieved in 
this regard in due course. 

Recommendation 

Although in 652 cases assessments were completed during the 
year 1970-71, prosecution was not launched for non-registeration even 
in a single case. The Commit tee 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 De-
pa.rtment so far, suffer from lack of sufficient deterrent effect on the 
offenders as w~ll as those· who are likeminded. They suggest that in 
glaring cases prosecutions should be launched which will create a 
phychological impact that would be conducive to the interests of 
r evenue . 
.[S . No. 19-Appendix II 'Para No. of Report 4.8 of P .A.C.'s 74th 

Report (5th Lok Sabha)] 
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Action Taken 

The observations of the Committee have been noted. It is pro-
posed to launch prosecution in a few cases dur ing the current finan-
cial year . P rogress would be communicated in due cour se. ~ 

Recommendation 

The Committee learn that the Sa.les Tax D par tmen t 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 
v iew to bringing the tax evaders to book and to ensur e that revenue 
due accrues to the Exchequer. The Committee hope that t his Bill 
which is stated to have been passed already b y t he Metropolitan 
Council Delhi, w ill be introduced in Parliamen t early. 

[S . No. 20- Appendix II 'P ara No . of Report 4.9 of P .A. C.'s 74th 
Repor t (5th Lok Sabha) J 

Action Taken 

The Sales Tax Bill 1973 Bill No. 22 J1973 ·h as already been intro-
duced in the Lok Sabha on 9th April, 1973. 

Recommendation 

During the year 1970-71, assessm ents were completed in 208 cases 
of sea.rches and seizures. Although the Committee w anted to know 
the numbi ~r of cases in which the turnover was found to have been 
concealed or tax evaded as also the total amount of tax evaded, the 
in formation is n ot for th<:oming. The Committee trust that the re-
cords m aintained n ow would bring out this in formation which is 
necessary to evaluate the efficacy of searches an d seizures in the 
in terest of r evenue. The position in this regard for the year 1971-72 
may be reported to them. 

[S.No. 22-~Appendix II 'P ara No. of Report 5.7 of P.A.C.'s 74th 
Report (5th Lok Sabh;;i) ] 

Action Taken 

The proforma in which the w ard officers are furnishing inform~ 
tion to the Commissioner about the detection and disposal of cases 
of searches and seizures h as been sui ta.bly revised so as to meet the 
deficiencies poin ted out by the Committee. The revJsed proforma 
has been circulated among the w ar d officers so that complete stati-
stical particulars are readily available with the department in future . 
The Committee have further desired to know the No. of cases of 
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searches and seizures in which concealment turnover was detected~ 

together with the amount of tax evaded during the :financial year 
1971-72. The desired information in this regard has since been col-
lected and. is stated hereunder :-

r. No. of cases in which ~oncealment of turnover was detected 
2. Total turnover found to have been concealed 
3. T ax effect on the said concealed turnover 

Recommendation 

78 
88,29,28r. 71 

6,60,338 . 06 

Tha.t 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 tendancy 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 0£ the 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 ascertain-
ing 'the foUowing:-

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

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

(iii) No. of cases out of (ii) above in which the demand was.-
1 1~ither reduced or remanded for fresh assessments by the 
a.ppellate authorities; and 

(iv) 'fhe percentage of (iii) to (i). 

[S.No. 23 , -Appendix II 'Para No. of Report 6.5 of P.A.C.'s 74th 
Report .(5th Lok Sabha)} 

Action Taken 

The statisticals desired by the Committee has been collected anct 
is narrated hereunder seriatum:-

(i) -27205 cases 
(ii) ~2419· cases 
(iii) -1253 cases 
(iv') --46 per cent (App.). 
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.From the above mentioned particulars, it would be amply evident 
that in 4.6 per cent cases only the demands originally cre.ated by 
assessing authorities were either reduced or set aside for · fresh 
assessment. Thus it can be safely concluded that the demand· raised 
by the assessing authorities were not over pitched. 

Recommendation 

The Committee wou1d like Government to take suitable measures 
in the light of the study and inform them of action ta.ken. 

[S. No. 24-Appendix II Para No . of Report 8.6 of P.A.C.'s 74th 
Report (5th Lok Saha] 

. Action Taken 

In view of statistical position explained in respect of para 6.5 of 
.this report, no further action is deemed necessary. 



CHAPTERrn: 

RECOMMENDATIONS/ OBSERVATIONS WHICH THE COMMIT-
TEE DO NOT DESIRE TO PURSUE IN THE LIGHT OF THE 

REPLIES OF GOVERNMENT 

Recommend a ti on 

Although tax assessable could be comP,ounded under section 5 
(lA) of the Bengal '(Sales Tax ) Act, 1941 as extended to the Union 
Territory of Delhi, the Committee learn th<.it in actual practice the 
dealers r a.rely 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 coll ction, the Committee 
would like G overnment to examine t he reasons for the reluc-
tance of the traders and consider whether by simplifying the rules 
fram d under th e relevant Section of the Act the procedure could be 
made attractive. 

· [S. No. 9-Appendix II 'Para No. of Report 2.15 of P .A.C.'s 74th 
Report (5th Lok Sabha) J 

Action Taken 

Section 5(1A) of the Bengal Finance (Sales Tax Act, ~941 pro-
vides for composition of tax assessable by payment of a lump-sum. 
R ule 25-B of the Delhi Sales Tax Rules, 1951 covers cases where 
composition is sought for the follo\ ring year. Rule 25-C provides 
composition in respect of periods which have already expired. 

Dealers can avail of the provisions for composition only if they 
find it more advantageous regular assessments and registration. 
Under the existing Scheme of the Act, the provisions regarding com-
position cannot ha.ve much utility for the following reasons: -

(a) As regards the future periods, covered by Rule 25-B it 
appears t hat in the event of co~Josition the dealer will 
not he entitled to the benefit of :r:egular registration so 
that he w ill not be able to make purchases free of tax, a~ 
a registered dealer. 

24 
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(b) In order to de termine a fair amount as composition 
money, the assessing authority concerned .has to ascertain 
the taxable turnover of a dea-ler. After this is deter-
mined the amount of composition money recommended 
for acceptance is not less than the tax payable on the 
basis of the taxable turnover d~termined. If all this 
exercise has to be gone through, both the dealers and the 
assessing authorities prefer regular assessments to com-
position. If, on the other hand, the scheme of composi-
tion is to be made more att ractive particularly in 11 (2) 
cases, we m ust be prepared to fo rgo substantial revenue 
by accepting from dealers amounts by way of composi-
tion which will be substantially less than the amount 
which will be p ayable by them if regular assessments are 
made. This will not only be to the detriment of. revenue 
but may also 1ead to ~a.rious mal-practices. 

The provisions regarding composition c.an be avail~d of more 
liberally in States where registration does not confer any benefit 
in as much as no goods can be purchased on the strength of the 
registration certificate. Since, in Delhi r egistration confer s subs-
tantial benefits, dealers prefer to get themselves registered and to 
get assessed on the normal course rather than get the tax assessed 
on their future sales compounded and forego the benefits of ;egis-
tration. As regards past sales, in m ost ca es covered by _ section 
11 (2) if dealers deny liability to pay tax, the question of composi-
tion will n ot arise. If they admit liability they prefer to get them-
selves registered and avail of the benefit of registration rather than 
apply for composition in respect of future sales . 

The underlying object of the provision for composition is to 
confer some relief on smaller dealers, because of their difficulty in 
maintaining accounts etc. In certain S tates where t 1e provisions• 
r egarding composition are incorporated in t heir Acts, different 
composition amounts have been prescribed for var ious States of 
sales and the provisions have applicable only if the sales of the dealer 
are below a cer tain limit. In other words, the scheme does not 
apply to bigger cases. The underlying object can be better served 
by increasing the ex isting t axable quantum, which was fixed about 
22 years, back wh en the pr ice levels were much lower than today. 
At present, the taxable quantum in the case of manufacturers and 
importer is Rs. 10,000 1- and in case of other dealers, i.e. resellers 
w ho purchase good locally Rs. 31~,000 I - . In the Delhi Sales Tax Bill, 
1973 as introduced in the Lok Sabha, the taxable quantum in res-
pect of importers has been reduced to nil. However, in the case of 
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manufacturers and other dealers it has been increased to Rs. 15,000/-
and Rs. 50,000 J- respectively. It is felt that, with this increase in 
the taxable quantum in the ca.se of manufacturers and other dealers 
:smaller dealers will get sufficient relief so that there will be no 
need for composition in their cases. As regards importers, it is 
.expected that the dealer who import goods from other States will 
.be in a position to maintain regular accounts so that there should 
not be, ordinarily, any need for invoking provisions r ~lating to 
..composition in their cases. 

Composition is a bila.ter al agreement between the dealer and 
the Depar tment, under the existing law we cannot make the com-
-vosition scheme more attractive without losing revenue. As already 
r;tated there will also be difficulties in determining the taxable turn-
:..iver of an applicant to arrive at the composition amount. The 
scheme of composition if used on a large scale m ay also lead to 
various malpractices, as already stated. In short we feel there is a 
little' scope for making the scheme more attractive under the exist-
fog scheme of law. 



CHAPTER IV 

RECOMMENDATIONS/OBSERVATIONS REPLIES TO WHICH 
HA VE NOT BEEN ACCEPTED BY THE COMMITTEE AND 

WHICH REQUIRE REITERATION / 

Recommendation 

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 Com-
mittee feel that there is scope for augmenting the receipts particular~ 
ly under the local Sales Tax Act. The total number of current assess-
ments 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 volun-
tary registration during the years 1968-69 to 1970-71, the increase 
in the number of cases of current assessments for disposal was only 
to the extent of 5,981 over the years 19671-68 to 1970-71. The Com-
mittee would like to know why the increase in the number of assess-
ments was not proportionate to the increase in the number of regis-
tered dealers. The Committee would also like to know how the net 
increase in the number of sales tax assessees since 1967-68 was con-
sistent with the growth of shops and markets in the Union Territory. 

[S. No. 3, Appendix II Para No. of Report l.13 of P.A.C.'s 74th 
Report (5th Lok Sabha)J 

Action taken 

The Committee has observed that as against 26,199 dealers, who 
sought registration during the year 1968-69 to 1970-71, the increase 
in the No. of cases of current assessment for disposal was only to 
the extent of 5,981 over the y'ears 1967-68 to 1970-71. In this connec-
tion, it may be stated here that as against 26,199 applications received 
for registration during the financial years 1968-69 to 1970-71, the 
total no. of registration applications disposed of during the said years 
numbered 26,613 i.e. 9,223 in 1968-69, 8,730 in 1969-70 and 8,660 in 
1'970-71. Out of the said applications disposed of, new registrations 
granted numbered 12,986 and the rest 13,627 applications were re-
jected. As against the said new registration, increase in cases ot 
current assessments for disposal during the years 1967-68 to 1970-
71 was 13,421. Keeping in view the fact that increase in No. 0f 
assessments due for disposal would also include remanded cases for 
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fresh assessment orders, jt is felt that the growth of new dealers 
is quite in consonance with the growth of new cases ~ becoming due 
for disposal and there is no inconsistency in this regard. 

The Committee have further desired to know whether the in-
crease in the No. of sales tax assessees since 1967-68 was consistent 
with the growth of shops and markets in the Union Territory. 
While it is true that there has been enormous growth of dealers with 
the development of new colonies in Delhi, yet the growth is not 
uniform in new colonies vis-a .... vis old colonies. Repeated surveys 
have shown that so far as Old Delhi is _concerned, the opening of 
new business premises has almost reached a saturation point and 
there is hardly any scope for new growth. So far as new colonies 
are concerned, the position is that the new dealers are mostly re-
tailers for whom the prescribed taxable quantum is Rs. 30,000 in a 
year. They neither import goods nor manufacture any goods nor 
they affect any sales in the course of inter-state trade and com-
merce. Such dealers also take a year to establish themselves in 
business and to cross the limit of Rs. 30,000. Thereafter the law 
provides for a further period of two months before they become 
compulsorily liable under Section 7 read with Section 4(2) of the Act. 
Therefore, the seemingly large growth of dealers in the new colonies 
is not a cause fdr apprehension that they are not paying tax. More-
over, in Delhi the system of tax being single point these new dealers 
make purchases after paying tax and therefore, there is no ques-
tion of leakage of revenue. All the same, steps are being taken 
to streamline the survey programme in light of committee's recom-
mendations contained in para 1.14 in such a way that entire area 
covered by a ward is exhaustively combed once in a year so as to 
ensure that no unregistered dealer, who is otherwise liaple for re-
gistration, escapes notice. 

Recommendation 

" 
It is regrettable that there has been no systematic or scientific 

study .Jf the sales-tax evasion in the Union Territory so far. The 
Commit.tee desire that such a study should be undertaken without 
delay. The result of the study as also the action taken in pursuance 
thereof to collect Government dues may be intimated to the· 
Committee. 

[S. No. S-Appendix II Para No. ()f Report 1.15 of P .A.C.'s 74th Re-
port (5th Lok Sabha)]. 
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Action taken 

The Committee has observed that there has been no systematk 
or scientific study of the sales tax evasion in the Union Territory so. 
far. It has, therefore, been desired that such a study should b€· 
undertaken without delay. 

In this connection, it may be stated that a meeting has already 
been held to discuss ways and means for implementing the Commit-
tee's recommendations. A Committee has been set up with Vigilance 
Officers as its Convener to go into the matter and suggest various 
measures to be adopted to curb evasion of sales tax. Recommenda-
tions of the Committee (!re awaited. Appropriate measures will be 
taken to implement recommendations of the Committee. Additional 
Staff required for .implementation of Committee's recommendations 
will be intimated to the Administration in due course. The Commit-
tee would be apprised of the action taken in this regard shortly. 

Recommendation 

Tl::!e number of cases of arrears of assessments pending with the 
Sales Tax Department was as high as 74,350 as on 31st March, 19-71. 
The Committee are unable to appreciate the position that the amount 
of tax involved in these cases is not ascertainable. They desire 
that the approximate amount of not tax involved should be assessed 
with reference to the relevant past completed assessments and re-
ported to them. Such an assessment should be available in future 
also. 

[S. No. 6-Appendix II Para No. of Report 2.12 of P.A.C.'s 74th Re-
• port (5th Lok Sabha)]. 

Action taken 

The suggestion of the Committee requiring the Department io 
ascertain the likely impact of tax involved in cases pending for 
assessment is impracticable for the simple reasons that the work 
involved would be much more than the actual completion of assess-
ments and even then it will be wild guess only without any possible 
advantage to the revenue. 

Recommendation 

The Committee regret to observe that alt.hough there has been an. 
increase of 30 per cent in the number of assessing o·fficers, the num-
ber of completed assessments during the year 19-70-71 shows only •m. 
increase of 10 per cent over that of tbe earlier years. They would 
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like Government to examine the reasons for the unimpressive per-
formance of the assessing officers and take suitable remedial action. 
Suitable YB:rdstick m51y also be prescribed in order to evaluate objec-
tively the performance of the assessing ·officers. 

[S. No. 7 Appendix II Para No. 2.13 of Report of PAC's 74th Report 
(5th Lok Sabha)] . 

Action taken 

It is conceded that there was growth of nearly 30 per cent in the 
strength of assessing officers in 1969 as compared to 1968 as a result 
of creation of new wards in Dec., 1968. The No. of assessment cases 
completed during the years 1968-69 to 1971-72 were as under:-

1968-69 56958, 1969-70 57457, 1970-71 63207, 1971-72 66438. 

From the above particulars, it will appear that No. of assessment 
<eases disposed of during the year 1970-71 was more by 6249 as com-
pared to the disposal in 1968-69 which works out to nearly 10.97 per 
-cent. Similarly disposal in 1971-72 was more by 9480 as compared to 
t he disposal in 1968-69 which _works out to nearly 16.64 per cent. 

In this connection, it is also stated that in addition to assessment 
Qf registered dealers, as mentioned above, the assessing authorities 
are also required to attend to assessment of unregistered dealers, 
tlisposal of applications filed by the dealers for registration, amend-
ments, cancellation, recti.ficationJpenalty orders and refund applica-
tions etc. Taking into account the quantum of said work done, the 
total assessment units completed during the financial years 1968-69 to 
1971-72 were as follows:-

1968-69 
1969-70 
1970-71 
1971-72 

74329 
76082 
83756 
97509 

Thus there was an increase of 9427 & 23180 cases in disposal 
during the financial years 1970-71 & 1971-72 respectively over the 
assessment work done in the financial year 1968-69. 

This increase works out to 12.68 per cent & 17.37 per cent res-
pectively. 

However, the department intends taking following further steps 
to improve upon the efficiency of the assessing authorities both in 
regard to. quality and quantity:-

\ 
(i) Normally the minimum period for an assessing authority 

for working in the Sales Tax Department should be fixed 
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_ at three years so that the assessment work is not hampered 
by frequent transfers from one department to another as 
new incumbents take time to pick up the work and attain 
pro·per standard " and efficiency. 

(ii) Refresher course and training programmes are propof':ed t0> 
be started so that assessing authorities are kept fully 
equipped with the knowledge of Sales Tax law and pro-
cedure as well as to keep them apreast with the latest 
judicjal pronouncements. Sanction in this behalf has been 
conveyed to the sale tax Deptt. In the meantime, it has 
been decided to start imparting training to the officers by 
local arrangements and further action to implement the 
said decision is being taken. 

Recommenclation 

As against 381 cases of searches and seizures of books of dea1ers 
in which assessments were pending at the close of the year 1969-70, 
423 cases were pending at the close of the year 1970-71. The Com-
mittee desire that the factors that impeded the expeditious disposal 
of these cases shou~d be identified and the procedures streamlined 
early. 

[S. No. 21-Appendix II 'Para No. of Report 5.6 of P.A.C.'s 74th Re-
port (5th Lok Sabha)] , 

Action taken 

The Committee in their observations have desired that suitable 
steps should be taken to identify the factors that impeded the ex-
peditious · disposal of cases of Frauds and Evasions and Searches and' 
Seizures so that the pendency in this behalf could be liquidated as 
expeditiously as possible, and arrears in this behalf are not allowed to, 
accumulate in future. 

The ward officers have been impressed upon to take suitable 
action to finalise all cases pending on 31-3-1973 by 31st October, 1973, 
as far as practicable, except such cases which may have to be kept 
penqing beyond that date with prior approval of the Admn. Asstt. 
Commissio.ner, keeping in view the special circumstances, thereof. 
The Committee shall be ~.pprised of the results achieved in this re-
gard in due course. 



CHAPTER V 

RECOMMENDATIONS/ OBSERVATIONS IN RESPECT OF WHICH 
GOVERNMENT HA VE FURNISHED INTERIM REPLIES 

Recommendation 

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 proposals on trade and indus-
try. 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. 

[S. No. 2-Appendix II 'Para No. of Report 1.12 of P .A.C.'s 74th Re-
, port (5th Lok Sabha)]. 

Action taken 

A proposal for setting up a Research and Statistical Cell has been 
received from Delhi Administration and is under active consideration. 
After this Cell has been set up, the Administration would be in a 
better position to gauge correctly sales tax receipts qnd likely im-
pact of taxation proposals on Trade and Industry in a Scientific 
manner and the lacuna pointed out by the Committee would be over-
come. 

Recommendation 

Despite the fact that there was no substantial increase in the 
number of assessments during the year 1969-70, the arrears of Sales 
Tax demands rose from 336.28 lakhs as on 31st March, 1969 to 
Rs. 482.41 lakhs as on 31st March, 1970. Thus spurt in arrears has 
been explained as due to larger additional demands created during 
the months from November to March in the year, 1969-70. The 
Committee 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 since been remanded by the appellate au,thority for fresh 
assessment. If the demand is considerably reduced on fresh assess-
ment in this case, a general review may be called for to determine 
how far the assessing authorities tended to overpitch the demands or 
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otherwise commit mistakes in assessments due to rush of work at the 
end of the year. 

[S. No. 10-Appendix II Para No. of Report 3.17 of P .A.C.'s 74th 
Report (5th Lok Sabha)]. 

Action Taken 

It is submitted that increase in arrears does not alone depend upon 
the No. of assessment completed during the year. It is just possible 
that substantial demand is created even in one case alone as has been 
observed by the Committee themselves in this para. As regards ob-
servations of the Committee regarding avoidable rush of the assess-
ments towards the end of the financial year it is submitted that it 
becomes unavoidable because the dealers when called upon to 
appear in earlier parts of the year generally seek adjournments 
mostly for the reasons that various declarations required in support 
of exemptions & concessions claimed under various provisions of 
Bengal Finance (Sales Tax) Act, 1941 as well as Central Sales Tax 
Act, 1956 have not been obtained by them from all the dealers con~ 
cerned. Assessing Authorities also avoid passing ex parte orders, as 
far as possible, with a view to give full and fair opportunity to the 
dealers, to support their claims in support of exemptions/concessions 
with all legal documents prescribed under the law. This necessi-
tates more attention on the part of the assessing authorities to expe-
dite disposal towards the close of the financial year so as to avoid 
chances of cases becoming time barred on one hand and to liquidate 
maximum No. of assessment cases pending in their respective wards 
on the other. 't 

The Committee have further desired to know the results of fresh 
assessment orders to be passed in the case where highest demand of 
Rs. 53.17 lakhs was originally created and later remanded. As the 
fresh assessment has not still been completed, the result thereof 
shall be communicated as soon as the assessment is completed. 

Recommendation 

It is a matter for 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 alongwith the 
returns. As admittedly the procedure of publishing the names of 
dealers against whom demand of Rs. 1 lakh or more is outstanding 
as is followed by the Income-tax Department, may have some effect 
in reducing the arrears, the Committee desire that the Departmen~ 
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should consider the feasibility of publishing such names in future 
either by Administrative action or if necessary by obtaining appro-
priate legislative sanction. 

[S. No. 12-Appendix II Para No. of Report 3.19 of P.A.C.'s 74th 
Report (5th Lok Sabha)]. 

Action Taken 

The observations of the Committee have been noted and the feasi-
bility of publishing the names of the dealers against whom demand. 
of Rs. 10,000 J- or more is outstanding is being considered in consul-
tation with the Sales Tax Authorities of neighbouring States and the 
Income Tax Department. 

Recommendation 

In th.eir 28th Report (1964-65), the Committee expressed a hope· 
that early action would be taken to write-off arrears which were 
found ir;recoverable since larger powers of write-off had been dele-
gated to Delhi Administration. However, 921 cases (involving 
Rs. 135.71 lakhs) are stated to be pending for write-off as on 31st 
March, 1 971. From the instructions issued on 1st May, 1972 to the 
assessing authorities for expeditious disposal of the cases for write-
off,' it is seen that the sale 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 prog-
ramme of write-off work would be adhered to and all the cases which 
a~e ripe for write-o·ff would be disposed of within a period of six. 
months. They would await a report in this regard. 

[S. No. 13-Appendix II 'Para No. of Report 3.20 of P .A.C.'s Re-
port (5th Lok Sabha)]-

Action Taken 

The Recommendations of the Committee have been noted. Suitable-
instruction; have been issued to all the Sales Tax Officers to refer to 
the Collector (Recovery) all the cases ripe for write-off immediately 
and in any case not later than 31st October, 1973. The Collector 
(Recovery) has also been advised to take suitable steps to ensure-

that all the said cases are finalised of arrears involved therein are 
written-off with appropriate sanction before the current financial 
year' comes to a close. For this purpose, a proposal to set up a 
special Cell in the Recovery Branch is being considered and would·. 

\ 



35 

be sent to the Administration for appropriate sanction separately. 
The Committee 'shall be apprised of the results achieved in this be-
half in due course. 

[S. No. 1 to · 24-received along 7 wi.th Ministry of Home Affain· 
- O.M. No. U. 1503014173-Ac II dt. 11-10-1973). 

NEW DELHI; 
February 4, 1974. 
Magha 15, 1895 (S) . 

JYOTIRMOY BOSU 
Chairman, 

Public Accounts Committee. 



S. No. 

1 

I 

2 

Para No. of 
Reporc 

2 

I.4 

I.8 

APPENDIX 

Summary of main Conclusions / Recommendations 

Ministry1Deptt. 
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3 

Home Affairs 

-Do-

Conclusions\Recommendations 

4 

The Committee hope that final replies in regard to those recom-
mend::itions to which only interim replies have so far been fur-
nished, will be submi t ted to them expeditiously after getting them 
vetted by Audi t. c.:i 

The Committee note that a proposal for setting up a Research 
and Statistical Cell has been r eceived from the Delhi Administra-
tion and that it is under active consideration. In this connection 
the Committee recall that a proposal of the Commissioners of Sales 
Tax to create a 'S tatistical C'ell ' had been accepted in principle in 
1972 by the 'Delhi Administration and that necessary provision of 
funds in the Budget Estimates for 1973-74 had also been asked for 
by the lat ter vide paragraph 1.5 of the 74th Report. A decision in 
the matter has thus been consider ably delayed with no apparent 
justification. The Committee would urge Government to come to 
an early decision and intimate accordingly to them. 

Q) 



3 I. II -Do-

4 I. 14 -Do-

5 I. 17 -Do-

..... 

The Committee are not satisfied with the explanation given by 
the Ministry in an attempt to justify the existing position. With 
the increase in the business activity in Delhi which even a layman 
cannot fail to ~>preciate , the Committee are convinced that there 
is ample scope to augment the sales tax receipts particularly under 
the Local Sales Tax Act. They accordingly desire that the Depart-
ment should gear up their machinery and improve their procedures 
of assessment to give a better account of themselves. 

The Committee find that steps have been taken to devise mea-
sures to curb evasion of sales tax in the Union Territory of Delhi. 
They would like to know the measures proposed to be adopted. In 
this connection they would recall that they had been informed a 
year ago that the Delhi Administration was contemplating to set 
up a Research and Statistical Cell whose functions would also in-
clude the study and framing of the estimate of tax evasion, vide 
paragraph 1.7 of the 74th Report. They desire that there should 
be a continuous study of the problem of evasion in a systematic and 
scientific manner. -

The Committee are unable to share the view of the Ministry in 
regard to the possibility and utility of assessing the approximate 
amount of tax involved in the cases of arrears of assessments. They 
have found that in the cases of wealth-tax, gift-tax and estate duty 
the details of pending assessments including the approximate 
amount of tax involved are made available to Audit and incor-
porated in the Reports of the Comptroller & Auditor General of 
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l.21 

~ l.24 

Home Affairs 

-Do-

-Do-

India. They would, therefore, reiterate that on the sales tax · side 
also an attempt should be made to bring out the approximate 
amount of tax involved in such cases which, besides giving a better 
idea of the pendency, would help the Department in giving priority 
to completing assessments of big cases. 

The Committee r egret to note that the exact reasons for the 
poor performance of the assessing officers have not been indicated. 
These should be investigated, if no t already done, so as to consider 
whether steps propo'Sed to be taken to improve the performance 
are adequate. The results of the investigation may be reported 'to 
the Committee. 

The Committee wish to reiterate that suitable yardstick shou~d 
be prescribed early in order to evaluate objectively the perform-
ance of the assessing officers as it does not appear to have been 
prescribed so far. 

It is indeed disappointing to note that no progress ha!! been 
made in regard to implementing the recommendations of the Com-
mittee for tackling the arrears of assessments and that the Com-
mittee have been merely told that the Department would send the 
proposals to the Delhi Administra tion to augment • the staff. The 
<;9~mittee cannot appreciate s~<;h a complacent attitw;le. 'fhey 
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-Do-

-DO-
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expect that the steps should be taken without any further delay to 
progressively reduce the arrears under a targeted programme. 

Apart from bringing out certain general reasons leading to rush 
of assessments dur ing the end of the year, Government do not 
appear to have cri tically examined the assessments made during 
the year 1969-70 with a view to finding out whether there was 
avoidable rush towards the end of that year, as suggested by the 
Committee. This was necessary as the spurt in arrears as on 31st 
March, 1970 was explained as due to larger additional demands 
created during the months from November, 1969 to March, 1970. 
The Committee, therefore, wish to reiterate that a study of ' the 
assessments made in 1969-70 and in subsequent years should be 
undertaken so as to take steps to curb the tendency, if any, for rush 
of asse~sments at the end of the year. 

The Committee note that the .fresh assessment in the case where 
highest demand of ·Rs. 53.17 lakhs was originally created and later 
r emanded, has not still been completed. The final outcome as also 
the ~ction taken on the basis thereof as already suggested by the 
Committee may be reported to them. 

Although the Committee had suggested that in glaring cases 
prosecutions should be launched, the Ministry have remained con-
tent with noting the suggestion and intimating that it is proposed 
to launch prosecution in a few cases during the current financial 
year. The Committee would have appreciated if action had already 
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been taken in glaring cases. They desire that no time should be 
lost in processing such cases for launching prosecution. 

. From the reply furnished by Government, the Committee notice 
that Government have not gone into the reasons for the delay in 
finalisation of cases of searches and seizures with a view to stream-
lining the processures. The Committee would like to stress that 
immediate steps should be taken in this regard and the results be 
reported to them within three months. 
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SI. 
No. 

Name of Agent 

DELHI 

24. Jain Book Agency, Con-
naught Place, New Del.hi. 

25. Sat Narain & :;ons, 3141, 
Mohd. Ali Bazar, Mori 
Gate, Delhi. 

Atma Ram & Sons, Kasb-
meri Gate, Delhi-6. 

J. M. Jaina & Brothers, 
Mori Gate, Delhi. 

28. The Central News Agency, 
23/90, . Connaught Place, 
New Delhi. 

29. The English Book Store, 
7-L, Connaught Circ-1s, 
New Delhi. 

30. Lakshmi Book Store, .µ, 
Municipal Market, J anpatht 
New Delhi. 

31. Bab.rec Brothers, 188. Laj-
patrai Market, Delbi-6. 

32. Jayana Book Depot, Chap-
pacrwala Kuan, Karol Bagh, 
New Delhi. 

Agency Sl. 
No. No. 

Name of Agent 

II 

33. Oxford Book & Stationery 
Comp any, Scindia House, 
Connaugbt Place, New 
Delhi. 

34· People's Publishing House, 
3 Rani Jhansi Road, New 

Delhi. 

9 
35· TJl United Book Agency, 

48, Amrit Kaur Market, 
Pahar Ganj, New Delhi. 

11 36. Hind Book House, 82, Jan-
path, New Delhi. 

IS 37· Bookwell, 4, Sant Naran-
kari Colony, Kingsway 
Camp, Delhi-9. 

MANIPUR 
38. Shri N. Chaoba Singh, Newe 

Agent, Ramlal Paul High 
23 School Annexe, Imphal. 

Agency 
No. 

68 

88 

9S 

77 

AGENTS IN FOREIGN 
COUNTRIES 

27 39· The Secretary, Establishment 
Department, The Hi~h 
Commission of India, 

66 India House, Aldwych, 
LONDON, w.c.-2. 
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