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INTRODUCTION 

I, the Chairman of Public Accounts Committee, as authorised by the 
Committee, do present on their behalf this Hundred and Eighty-fourth Report 
on action taken by Government on the recommendations of the Public Accounts 
Committee contained in their Hundred and Forty Second Report (Seventh Lok 
Sabha) on Receipts of Union Territory of Delhi-Sales Tax- F~lsification of 
documents by a dealer. 

2. In their I42nd Report, the Committee had inter-alia, recommended 
that the Delhi Sales Tax Act should be amended in such a way that all cases of 
assessments beyond a particular monetary limit should either be assessed by an 
officer not below the rank of Assistant Sales Tax Commissioner or assessments 
made by the Sales Tax Officer should invariably be checked by a senior officer. 
In this Report, while expressing their dissatlsiaction over the delay in initiating 
action on the recommendation, the Committee have reiterated that immediate 
steps should be taken by the Government to amend the Delhi Sales Tax Act in 
such a manner that all assessments of sales turnover above a particular monetary 
limit should invariably be made by an officer not below the rank or an Assistant 
Sales Tax Commissioner and a small percentage of other assessments made by 
the Sales Tax Officers selected at random by the Assistant Sales Tax Commissi-
oner should be checked by him. 

3. In this Report, the Committee have further reiterated that immediate 
action be taken to strengthen and galvanise the Internal Audit Cell of the Sales 
Tax Department of Delhi Administration. The Committee have also reiterated 
thd.t early measures should be initiated for rationalisation and simplification of 
sales tax structure in Delhi so th.lt the Department could pay more attention to 
large assesseesfcommodities fetching large amount of revenue and the small 
traders could be spared from unnecessary harassment. 

4. The Committee considered and adopted this Report at their sitting 
held on 13 February, 1984. Minutes of the sitting form Part II of the Report. 

5. For facility of reference and convenience, the recommendations and 
observations of the Committt-e have been printed in thick type in the body of 
the report, and have also been reproduced in a consolidated form in the Appen-
dix to the Report. 

6. The Committee place on record their appreciation or the assistance 
rendered to them in the matter by the Office of the Comptroller and Auditor 
General of India. 

Nsw DBLHI: 
February 22, 1984 

Phalguna 3, 1905 (Saka) 

(v) 

SUNIL MAITRA 
Chairman, 

Public Accounts Committee. 



CHAPTER I 

REPORT 

This Report of the Committee deals ·with the action taken by Goveru-
ment on the recommendations/observations of the Committee contained in 
their Hundred and Forty-Second Report (Seventh Lok Sabha) on paragraph 
3.16 ofthe Report of the Comptroller and Auditor General of India for the 
year 1980-81, Union Government (Civil), Revenue Receipts, Volume I, 
Indirect Taxes relating to Receipts of Union Territory of Delhi-Sale Tax-
Palaification of documents by dealer. 

1.2 The 142nd Report of the Committee was presented to Lok Sabha nn 
26 April, 1983 and contained 17 recommendations/observations. Action Taken 
Notes have been received in respect of all the recommendations/observations. 
The Action Taken Notes received from the Government have been broadly 
categorised as follows :-

(i) Recommendations and observations that have bun accepted by 
Govemmnet: 

Sl. Nos. 1 to 7, 9 to 11, 13 to 16. 

(ii) Recommendations and observations which the Committee do not desire 
to pursu' in the light of the replies received from Government : 

Sl. No. 17. 

(iii) Recommendations and observations replies to which have not been 
accepted by the Committee and which require reireration : 
Sl. No. 12. 

(iv) Recommendations/observations in respect of which Government have 
furnished Interim replies : 
Sl. No. 8 

1.3 The Committee desire that ftaal action takea reply in respect of 
recoaameadations contained in para 1.73 for which only an Interim reply has been 
&I Yeo, will be furolshed to them, duly vetted by audit, at an early date. 

l 



1.4 The Committee will now deal with the action taken by Government 
on some of their recommendations/observations. 

Absence of satisfactory mechanism to check the assessments 
(S. No.5, Para 1.70) 

1.5 Commenting on the absence of any satisfactory mechanism to check 
the assessments involving revenue amounting to Jakhs of rupees made by the 
Sales Tax Officers, the Committee had in p:~ragraph 1.70 of their 142nd Report 
(7th Lok Sabha) observed/recommended as follows :-

"The Committee are surprised to learn that according to the existing 
provisions of the Delhi Sales Tax Laws, the Sales Tax Officer is the 
authority for assessment of a return irrespective of the amount 
involved and the only arency to d1eck the assessment in the Depart-
ment is its Internal Audit Winl;. H~nvever, because ofinsufficient 
staff. the lnt~nnl Auoit Wing is itself a criprled institution. 
It is no surpri~e that such serious mistakes went undetected all 
these years. This me·ms that even in the cnse of an assessment 
involving revenue amounting to Jakhs of rupee5, if the Sales Tax 
Officer either bv mistake or deliberately in connivance with the 
trader, makes a patently wrong assessment there is no satisfactory 
mechanism to check the same. This is, to say the least, a scandalous 
state of aff drs. The Committee feel that the Sales Tax Act shot1ld 
be amended in such a way that all ca.;;es of assessment beyond a 
particular limit should either b~ assessed hy an officer not below the 
rank of Assistant SJles Tax Commissioner or assessments made by 
the Sales Tax Officer should invariably be checked by a senior 
officer.'' 

1.6 In their Action taken reply, the Ministry of Home Affairs have stated :-

"The Administrative Reforms Department of the Delhi Adminis-
tration had undertaken a study of the Sales Tax Department and have 
recommended creation of a number of posts including posts for the 
Internal Audit Cell. The case for creation of more posts for the Sales 
Tax Department, including the Internal Audit Cell on an ad hoc 
basis is being taken up with the Cabinet for relaxation of ban orders. 
The question of amending the law as suggested in the concluding 
sentence of the above recommendation, would also be considered." 

1.7 In their earlier Report, the Committee had expressed surprise tbtt accord-
ing to the existing provisions of the Delhi Sales Tax Act, once an as~sment was 
made by the Sales Tax Officer, there wa<ii no sadsfactory mechanism to check 
the same. Tbe only agency to check tbe assessmrnt in. the Department was its 
(qterul Adit WinJ b11t this WinJ wu · itself a crippled Institution because of 



lnsatllcleat stall'. The Com~ittee bad rec:ommeaded that Sales Tax Act shoald 
be ameaded In soch a way that all cases of assessments beyomd a particular 
monetary limit should either be assessed by an officer not below the rank of 
Asslstaat Sales Tax Commissloaer or. assessments made by the Sales Tax OWcer 
should invaribly be checked by a senior officer·. The Ministry of Home Affairs 
In their reply have only stated that the suggestion for amending the law in the light 
of this recommendatioa would be considered. fhe Comfllittee find this reply to 
be totally unsatisfactory. They observe that even though a period of nearly 8 
moatbs has elapsed since the Committee had su~gested the amendment or the law 
to provide necessary checks, Government are yet to consider the matter. This 
shows that Government have not attended to the matter with the seriousness it 
deserved. The Committee desire that ifllmediate steps should be taken by the 
Government to amend the Sales Tax Act in such a manner that all assessments 
of sales turnover above a particular monetary limit should be made by an officer 
not below the rank of an Alisistant Sales Tax Commissioner. A small percentage of 
other assessments made by Sales Tax Officers selected at random by the Assistant 
Sales Tax Commissioners should also be checked by him. Action taken in this 
regard should be intimated to the Committee. 

Malpractices in Sales Tax assessments in Delhi (S. No. 12, Para 1.77) 

1.8 On )earning that nine more cases involving forgf'ry had be-en detected 
by the Department. the Committee in Paragraph 1.77 of their 142nd Report 
(Seventh Lok Sabha) had observe:J :-

''The Committee were informed that the Department had since 
detected 9 more cases involving forgery and that criminal cases were 
pending against 64 dealers in various courts. They were ;Jlso informed 
that in 38 cases, FTRs had been lodged with the Police and _investi-
gations were pending. However, from a perusal of these cases, the 
Committee are surprised to find that out of the 9 cases involving 
forgery, only in one case a penalty of Rs. 100/-was imposed and 
in other cases only the tax was reassessed by the Sales Tax Depart-
ment. The Committee cannot but reach the conclusion that there is 
total absence of seriousness, if not active collusion on the part of the 
Sales Tax Department in curbing the growing malpractices like 
forgery in furnishing sales tax returns. No wonder the Department 
is considered by the common man as a hotbed of corruption. The 
Committee desire that all such cases of malpractices should be dealt 
with expeditiously and firmly by the Department and maximum 
penalty permitted by law imposed so as to curb such malpractices. 
The responsibility of the concerned officers in the Sales Tax Depart-
ment should also be determined to find out if there was any-collusion 
on their part. The Committee would like to be informed within six 
months of the progress made in all these cases." 
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1.9 In their Action taken note dated 25 November, 1983, the ministry of 
Home Affairs have stated : 

' In pursuance of the above directive , the Enforcement Branch of the 
the Sales Tax Department has started review of all the above cases to 
check whether the penalty imposed-in each case has been adequate. The 
Sales Tax Department has also started systematic checking to detect 
other similar ca5-es involving forgery and depratment of Government 
revenues. As a result of this, ~o far 25 more cases involving forging in 
challans for depositing tax with the banks have been uneathed and 
the proce~s to detect more such cases is continuing. So far as the 25 
cases are concerned, reports have been lodged with the Deputy Com~ 
missioner, Police (Crime and Railways) on 1.6.83 and the cases are 
being investigated by the police. 

The Sales Tax Department has al~o been directed to fix respon-
sibility to find out if there is any collusion on the part of any officials 
in such cases . The Administration bas been directed to send a report 
in the matter by 31st December, 1983.' 

1.10 While examining a case of evasion ofsales tax by a dealer in Delhi by 
indulging in falsification of documents, the Committee had in their earlier Report 
observed that the Sales Tax DepPrtmt'nt had since detfcled nine more cases involving 
forgery and that criminal cases were pending against 64 dealers in various courts. 
They had also observed that in 38 cases FIRs were lodged with the Police and 
investigations were pending. The Committee had drawn attention to the fact that 
out of the nine cases involving forgery. only in one case penalty was imposed 
and in other cases, the department had only re-assessed the tax liability. The 
Committee had recommended that all such rases of malpractices should be dealt 
with expeditiously and firmly and the maximum penalty permitted by law be 
imposed and the responsibility of the concerned officials for collusion determined. 
The Committee had also desired to be informed of the progress made in all such 
cases within a period of six mtmths. The Ministry of Home Affairs have in their 
action taken note stated that in pursuance of the recommendation of the 
Committee, Sales Tax Department. Delhi Administration has started reviewing 
all the cases to check whether the penalty imposed in each case was adequate. As a 
result of further s~rutiny made by the .department, 25 more cases of forgeries 
have been unearthed and reports have been lodged with the police. The Ministry 
have further stated that the Delhi Administration have been directed to furnish 
a report in the matter by 31 December, 1983. The Committee regret to point out 
that the Ministry in their action taken note have given no indication of the 
progress of the 64 cases which -.,.ere earlier stated to be pending in courts as also 
of the 38 cases where FIRs were filed and investigations were pending. They 
expect the Department to pursue these cases vigorously in order to curb etrectively 
'he growing trend of malpractices. The Committee would like to be i~formed of 
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the progress made in all the cases as well as the action taken against the colluding 
otlicials. 

Strengthening of the Internal Audit r ell in Srdes Ta.x Department 
(Sl. No. 14. Paragraph 1, 79) 

1.11 Emphasising the need for strengthening the internal. Audit Cell ofthe 
Sales Tax Department of Delhi Administration both in qualitative and 
quantitative terms, the Committee in Para 1. 79 of their 142nd Report (7th Lok-
Sabha) had observed as follows:-

'From the statistical date showing the performance of the Internal 
Audit Cell furnished by the Ministry of Home Affairs at the instance 
of the Committee, it is seen that the Cell has been able to scrutinise 
only 2.5% of the total number of sales tax assessments completed 
during the year 1981-82. The percentage of assessments scrutinised 
by the Cell during the earlier years from 1977-78 to 1980-81 
was 5.4%, 4.46~~. 0. 8'/;, and 1,49% in the respective years. 
These figures amply illustrate the dismal performance of the 
internal Audit Cell over the year:5. The Ministry of Home affairs 
have not been able to give any plausiable expiatation for this 
excepting the plea of inadequate staffing. The Committee regret 
that the importance of Internal Audit in a department dealing with 
revenue amounting to about Rs. 190 crores every year has not been 
realised. The Committee need hardly emphasise the imperative need 
for strengthening and galvanising the system of Internal Audit so as 
to make it an effective control through which the Department can not 
only keep proper watch over the standerd of performance of its officers 
but also bring about substantial improvement in the Sales Tax 
administration in Delhi. The Committee strongly recommend that 
the Ministry of Home Affairs shouJj take immediate measures to 
strengthen the Internal Audit Cell of the Sales Tax Department of 
Delhi Administration both in qualitative and quantitative terms." 

1.12 In their Action Taken Note dated 25 November, 1983, the Ministry 
of Home Affairs have stated :-

"According to the Delhi Administration, performence of Internal 
Audit Cell during the years 197S-79 to 198Q-81 declined because 
of the following reasons :-

(a) Paucity of staff in the Internal Audit Cell. 

(b) Fall in the percentage of the assesssment orders scurtinised was also 
attributatble to the increase in the number of registered dealers over 
the years w1thout any corresponding increase in the staff deployed 
for internal audit. 
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(c) The performance in the year 1979-80 was exceptionally low mainly 
because the staff was diverted for the duties in connection with the 
general elections. unpreced ented floods and setting up of temporary 
jails. 

The Administrative Reforms Department of the Delhi Admanistration 
had undertaken a study of the Sales Tax Department and have recommended 
creation of a number of posts including posts for the Internal Audit Cell. The 
case for creation of more posts for the Sales Tax Department including the 
Internal Audit Cell on an ad hoc basis is being taken up with the Cabinet for 
relaxation of ban order." 

1.13 In their earlier Report the Committee bad pointed out that the Internal 
Audit Cell bad been able to scrutinise only 2.::% of the total number of sales tax 
assessments completed during the year 1981-82. The percentage of assessments 
scrutinised during 1980-81 was 1.49% and during 1979-80 it was as low as 0.8%. 
The Committee had expressed their dismay at the fact that importance of internal 
Audit in a Department dealing with revenue amounting to about Rs. 190 crores 
every year was not realised. The Committee had strongly recommended that 
the Ministry of Home Affairs should take immediate measures to strengthen 
the Internal Audit Cell of the Sales Tax Department of Delhi Administration 
both in qualitative and quantitative terms. In their reply, the Ministry have 
stated that the Administrathe Reforms Department of the Delhi Administration 
bad undertaken a study of the Sales Tax Department and bave recommended 
creation of a number ot posts including posts for the Internal Audit Cell and the 
case for creation of more posts is being taken up with the Cabinet for relaxation 
of ban orders. The Committee are not happy with the slow pace of strengthening 
the Internal Audit cell. They would like to emphasise that keeping in view the 
huge amount of revenue Involved and the exceptioncally poor coverage by the 
Internal Audit so far, the matter should be dealt with utmost urgency and 
immediate action taken to strengthen and galvanise the Internal Audit Cell. 

Administration and Rationalisation of Sales Tax in Delhi 
(S. Nos. 15 and 16-Paragraph 1.80 and 1.81) 

1.14 Commenting on the sales tax structure in Delhi, the Committee in 
paragraphs 1.80 and 1.81 of their 142nd Report (Seventh Lok Sabha) had 
observed:-

"The Committee find that no steps have so far been taken for 
simplification and rationalisation of Sales Tax in Delhi. The 
Committee were surprised to learn that there are certain items on 
which only nominal revenue e. g. lese than Rs. 5 lakh is being 
realised. The Committee feel that there is an urgent need for simplific-
ation and rationalisation of sales tax structure in Delhi so that the 
Department may pay more attention to large assesseesjcommodities 
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fetching large amount of revenue and the small traders may be 
spared from unnecessary harassment. 

In this connection, the Committee note that the Delhi Admini-
stration has asked the National Institute of Public Finance to under-
take a study of the Sales Tax Department for rationalisation of tax 
structure and also to make suggestions on the framework of the 
administration, ogranisational reinforcement and strengthening of the 
departmental machinery. The Committee would like to be informed 
of the recommendations made by the Institute and the action taken 
thereon." 

1.15 During evidence, the Committee were informed that by March, 1983, 
an interim report was expected from the National Institute of Public Finance 
and Policy (Para 1.62 of the Report). 

1.16 In their action taken note dated 25 November, 1983, the Ministry 
of Home Affairs have stated: 

"'Consequent upon the decision taken in the conference of the Chief 
Ministers, the Ministry of Law had requested the Law Commssion 
to prepare a model Sales Tax Law for uniform adoption by all the 
States. One of the points for consideration by the Law Commission 
is the uniformity in the Sales Tax Laws and procedures in all the 
States. The point ragarding rationalisation and simplification of 
sales tax law relevant to the para will also be covered by the model 
sales tax Ia w. 

The National Institute of Public Finance & Policy bas also 
been entrusted to undertake a study of the Sales Tax Department 
and one of terms of references is to examine the implementation of 
sales tax with particular reference to assessment. 

The Study of the National Institute of Public Finance and 
Policy has not yet been completed. As soon as the same is secured, 
a copy thereof will be supplied to the Lok Sabha Secretariat." 

1.17 In their earlier Report, the Committee had pointed out that there was 
an orgent need for simplification and rationalisation of salfs tax structure in Delhi 
eo that the department could pay more attention to large assesseesjcommodities 
feb:bing large amount of revenue and the small traders could be spared from 
unoeessary harassment. In this connection they had noted that the Delhi Administ-
ration llad entrusted the National Institute of Public F ina Dee and Policy to under-
take a study of the Sales Tax Department. The Committee were informed that 
ao interim report of the study was expected by March, 1983. The Ministry of 
Home Atl'airs have in their actioo taken note stated that the issue of rationalisation 
u4 slmpUfication of sales tax law will be conred by tte proposed model Sales 



Tax Law to be drafted by the Law Commission for uniform adoption by all the 
States, as was decided at the Conference of the Chief Ministers. Further, the 
National Institute of Public Finance and Policy is also to examine the implement· 
ation of sales tax with particular reference to assessment. The Committee are not 
satisfied with the above reply. As the ftnalisation of the proposed model Sales Tax 
Law as also the report of the National Institute of Public Finance and Policy are 
bound to take more time, the Committee feel that the Ministry of Home 
Affairs should initiate their own measures for early rationalisation and simplifica-
tion of sales tax structure in Delhi. They would like to be informed of the conclu-
sive action taken by the Delhi Administration/Ministry of Home Affairs in this 
direction. 



CHAPTER II 

RECOMMENDATIONS OR OBSERVATIONS THAT HAVE 
BEEN ACCEPTED BY GOVERNMENT 

Recommendation 

According to the Bengal Finance (Sales Tax) Act, 1941 as applicable to 
Delhi upto 20th October, 1975, the Delhi Sales Tax Act, 197S which came into 
force from 21st October, 1975 and the Rules made under the Acts, sale of 
goods made by a registered dealer to another registered dealer are to be allowed 
as a deduction from the turnover of selling dealer on his furnishing along with 
his return, a complete list of such sales duly supported by a declaration obtained 
from the purchasing dealer. However, if the Cl)mmissioner or any person 
appointed under the Act, is satisfied that a dealer has concerned the particulars 
of the sales or nas furnihsed inaccurate particulars of his sales, he may direct 
that the dealer should pay by way of penalty, a sum not exceeding two and half 
times the amount of tax, which would have been avoided. 

[S. No. 1 Appendix 1 Para 1.66 of 142nd Report of P. A. C. (Seventh 
Lok Sabha] 

Action Taken 

It rs a statement of fact. However, as regards the provision for imposi-
tion of penalty in case a dealer has concealed or furnished inaccurate particu-
lars of his sales, administrative instructions have been issued by the Commissio-
ner, Sales Tax vide circular No. 25 of 82-83 dated 11.12.82 that the penalty 1 
imposed by the assessing authorities in such cases should be commensurate with 
the gravity of the offences. These instructiohs are being further reiterated so 
that the aforesaid provision of law regarding penalty is used in such a manner 
so as to ensure a deterrent effect on the wilful tax evaders. 

[Ministry of Home Affairs 0. M. No. U. I 6016/1/83-Delhi dated 25 
November, 1983.1 

Recommendation 

A dealer in Ward 11 (M/s. A. Duggal & Co.) was allowed deductions 
from turnover to the extent of Rs. 32.38 lakhs on account of sales made to 
registered dealers in the assessment made by the Sales Tax Department from 

9 
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the year 1975-76. Similar deductions to the tune of Rs. 13.82 lakhs and Rs. 6.29 
lakhs were allowed for the years 1976-77 and 1977-78 respectively. During 
the course of scrutiny of the assessments by Audit it was found that the dealer 
had claimed th~ deductions by resorting to falsification of the documents. The 
modus operandi adopted by the dealer was interpolations of the figures, there 
by increasing th~ amounts of bills entered in the list of sales, altering the amo•. 
unt of bills in the prescribed decJarati~ns received from the purchasing dealers 
and inflating the totals in the list of sales and also while carrying over totals 
from one page to another. 

[S. No.2 Appendix 1 Para 1.67 of 142nd Report ofP. A. C. (Seventh 
Lok Sabha.)] 

Action Taken 

On receipt of audit memo from the Revenue Audit, the assessing autho-
rity sue-n·oto revised the assessment of the dealer M/s A. Duggal & Co. for 
the years 1975-76, 76-77, 77-78 and created additional demand for Rs. 2,02, 
730, Rs. 17, 198 and Rs. 48, 705 for these years respectively. In addition a 
penalty of R~. 20,000, Rs. 25,000 and Rs. 19,000 was also imposed against the 
dealer for the eva~ion of tax for the years in question. Action has also been 
taken for levy of interest against the dealer on the additional demand pavable 
from the date it was due to the date of payment. As F. I. R. was also lodged 
by the Sales Tax Department with the Police against the dealer for falsification 
of documents. 

According to the Police Authorities, the investigations are stil1 in pro-
gress and the Police have examined 80 firms whose ST-1 forms are a11eged to 
have been interpolated. Their records and those of M/s. A. Duggal & Co. 
have also been seized. Bi11s issued to several firms by M fs. A. Duggal & Co. 
are being collected for the purpose of comparison with the original bills which 
is considered essential by the police to prove the offence of cheating against 
Mfs. A. Duggal & Co. Mfs. A. Duggal & Co. has filed a writ petition No. 
CM/5751/82 in this regard and the Hon'ble High Court has ordered that 'Act-
ual criminal case would not proceed till the disposal of the writ petition but the 
police are permittt>d to collect the necessary information from the dealers in 
this case . ., The matter is still pending in the High Court and no date has been 
fixed for hearing. The police authorities have also stated that for the purpose of 
comparison of questioned writing, specimen hand writing of the accused are to 
be obtained which would be possible only after the writ petition has been deci-
ded. Rest of the investigation is nearing completion and suitable directions 
have been issued to finalise the investigations at an early date. 

[Ministry of Home Affairs 0. M. No. U. 16016/1/83-Delhi dated 25 No-
vember, 1983.] 
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Recommendation 

The irregularities in the assessment for 1975-76 were pointed out by Audit 
in November, 1980. While admitting the audit objection, the Department rai-
sed an additional demand of Rs. 2.27 Iakhs on the evaded turnover of Rs. 32.38 
lakhs and also imposed a penalty of Rs. 20,000. As per the provisions- of 
the Delhi Sales Tax Act, the assessments can be revised by Sale Tax Officer or 
by the Assistant Commisioner suo motu on coming to know that a fraud has 
been committed by the dealer. Though the Department had ample Pewers to 
reopen the assessment it took no action to check the returns of the dealer for 
the subsequent years until Audit ag lin pointed out in June 1981 that the dealer 
had indulged in similar malpractices in respect of the assessments for 1976-77 
and 1977-78 as well. Thereafter, the Department raised additional demands of 
Rs. 1.07 lakb and Rs. 0.49 lakh on the evaded turnovers of Rs. 13.82 lakbs and 
Rs. 6.29 1akhs and also imposed penalties of Rs. 25,000 and Rs. 19,000 in res-
pect of the years 1976-77 and J 977-78. 

[S. No. 3 Appendix 1 Para 1.68 of 142nd Report of P. A. C. (Seventh 
Lok Sabha.)] 

Action Taken 

On receipt of the first information regarding mistake in the assessment 
order for 1975-76 in November, 1980 the re-assessment proceedings against the 
dealer were initiated and finalised in January, 1981. The inspection for the 
subsequent years, i.e. 1976-77 and 1977-78 were, however, started by Audit on 
1st of April, 1981 and in complience thereof, the files of the dealer for the years 
1976-77 and 1977-78 were furnished to Audit immediately. 

[Ministry of Home Affairs 0. M. No. U. 16016/1/83-Delhi dated 25 No-
vember, 1983.] 

Recommendation 

The facts stated above clearly illustrate the deplorable state of affairs in 
the working of the Sales Tax Department of Delhi Administration. It is really 
surprising that although the malpractice indulged in by the dealer viz, interpora-
t;ons of figures. alteration in the amount of bills, inflating the totals of the sales 
and also inflating the totals of sales while carrying over from one page to ano-
ther were such that the same could easily be detected, yet the assessing officer 
failed to do so. These came to light only when Audit scrutinised the relevant 
records. What is still more serious is that the trader continued to indulge in 
these malpractices for several years without being detected. From these facts, 
the Committee cannot but reach the conclusion that these malpractices could 
not have been possible without the collusion of the concerned officers of tho 
Sales Tax Department. The Committee consider that this case supports the 
strong feeling among the public tha,t unscrupulous traders in collusion with dis-
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honest oftlcers of the Sales Tax Department are depriving the public exchequer 
of heavy amounts of revenue by adopting all sorts of fraudulent practices. The 
Home Secretary was indeed candid enough to admit in evidence that this was 
a "bad case" and .. may be a tip of the iceberg." He was also forthright in 
admitting that uthe totality of the administration has to be galvanised. '' The 
Committee would therefore like government to enquire into all aspects of this 
case and award stern and exemplary punishment to the concerned officer(s) so 
that the same may serve as a Jesson to others. 

[S. No. 4 Appendix 1 Para 1.69 of 142nd Report of P. A. C. (Seventh 
Lok Sabha)] 

Action Taken 

The Administration has placed SfShri M. L. V1jay and Prahlad Sharma, 
Sales Tax Officers under suspension pending disciplinary proceedings against 
them. Explanations of these officers have been called for and replies furnished 
by them are being scrutinised. The Administration would enquire into aU 
aspects of this case and take stern action against defaulters and also evolve 
appropriate remedial measures to stop such malpractices. 

[Ministry of Home Affairs 0. M. No. U. 16016/1/83-Delhi Dated 25 No-
vember, 1983] 

Recommendation 

The Committee are surprised to Jearn that according to the existing pro-
visions of the Delhi Sales Tax laws, the Sales Tax Officer is the authority for 
assessment of a return irrespective of the amount involved and the only agency 
to check the assessment in the Department is its Internal Audit Wing. However, 
because of insufficient staff, the Internal Audit Wing is itself a crippled insti-
tution. It is no surprise that such serious mistakes went undetected all these 
years. This means that even in the case of an assessment involving revenue 
amounting to Iakhs of rupees, if the Sales Tax Officer either by mistake or deli-
berately in connivance with the trader, makes a petently wrong assessment, there 
is no satisfactory mechanism to check the same This is, to say the ]east, a 
scandalous state of affairs. The Committee fee] that the Sales Tax Act should 
be amended in such a way that aJI cases of assessment beyond a particular mone-
tary limit should either be assessed by an officer not below the rank of Assistant 
Sales Tax Commissioner or assessments made by the Sales Tax Officer)hould 
invariably be checked by a senior officer. 

[S. No. 5 Appendix 1 Para 1.70 of 142nd Report of P.A.C. (Seventh 
Lok Sabha)] 

Action Taken 

The Administrative Reforms Department of the Delhi Administration had 
"ndertJken a study of tbe Sales Tax Department and have recommended crea-
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tion of a number of posts including posts for the Internal Audit Cell. The case 
for creation of more posts for the Sales Tax Department, including the Internal 
Audit Cell on an ad hoc basis is being taken up with the Cabinet for relaxation 
of ban orders. The question of amending the law as suggested in the conclud-
ing sentence of the above recommendation, would also be considered. 

[Ministry of Home Affairs 0. M. No. U. 16016/1/83-Delhi dated 2S 
November, 1983) 

Recommendation 

The Committee find that under the present provisions of the Delhi Sales 
Tax Act, dealers committing irregularities are liable to be levied by way of 
penalty a sum not ;~·exceeding 2l times the amount of tax avoided. However, in 
the present case, the department levied penalties of Rs. 20,000, Rs. 25,000 and 
Rs. 19,000 only for the years 1975-76, 1976-77 and 1977-78 against the respective 
tax liabilities of Rs. 2.37 lakhs, Rs. 1.07 lakhs and Rs. 0.48 lakhs ignoring th'e 
fact the party indulged in malpractices amounting to fraud and that it was a fit 
case for launching prosecu:ion. The fact that t1,e department imposed a meagre 
penalty of Rs. 64,000 only against the maximum leviable penalty of Rs. 9.82 
lakhs on the evaded tax of Rs. 3.93 lakhs for all the 3 years only reinforces the 
Committee's apprehension of collusion on the part of departmental officials with 
the party. The Chief Secretary, Delhi Administration was candid enough to 
admit in evidence that the penalty imposed in this case was very insufficient. 

tS. No. 6 Appendix 1 Para 1.71 of 142nd Report of P.A.C. (Seventh Lok 
Sabha)] 

Action Taken 

The explanation of the Officer concerned in regard to the levy of penalty 
not commensurate with the offence committed by the dealer has been called 
for. His reply to the explanations is being processed. In the meantime, pend-
ing departmental enquiry against him, the assessing authority has been placed 
under suspension by the Administration. 

[Ministry of Home Affairs 0. M. No. U. 16016/1/83-Delhi Dated 25 
November, 1983.] 

Recommendation 

Later, in a note furnished after evidence, the Ministry of Home Affairs 
have stated that the Assistant Commissioner revised the penalty to Rs. 3.35 
lakhs for the year 1975-76, Rs. 2.65 lakhs for 1976-77 and Rs. 1.20 Iakhs for 
1977-78, on finding that these penalties were not adequate and that the Sales 
Tax Officer bad not taken into account the gravity of the offence. Thus the total 

' ' penalty of Rs. 64,000 initially imposed has now been revised to lb. 7.20 Iakbe. 
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Obviously this revision bas been effected as a result of the Committee's decision 
to take up the para for examination. The Committee are constrained to observe 
that this is symptomatic of the manner in which the power to levy penalty is 
being exercised by the Sales Tax authorities at various levels. 

[S. N. 7 Appendix 1 Para 1.72 of 142nd Report of P.A.C. (Seventh Lok 
Sabha)] 

Action Taken 

Instructions in regard to the levy of penalty"commensurate with the offence 
committed by the dealer have been issued to all Assessing Authorities vide 
No. F. 28(2)82-PPR/15405/654 dated 11.12.1982 (Circular No. 25 of82-83 
Copy enclosedAnnexure). The said instructions are being reiterated in order 
to ensure that the assessing authorities in such cases do not impose penalty 
disproportionately in comparison with the amount of tax evaded and that the 
existing provision of penalty is used iu such a manner as to have deterrent 
effect on the wilful tax evaders. 

[Ministry of Home Affairs 0. M. No. U. 16016/1/83-Delhi Dated 25 
November, 1983] 

Confidential 

To 

Office of the Commissioner SaJes Tax : 'L' Block : 
Vikas Bhavan: N. Delhi·110002 

Circular No. 25 of 1982-83 

All Assessing Authorities. 
Sales Tax, Delhi. 

Subject :-Imposition of Penalties. 

ANNEXURE 

It has been observed in a number of cases that where dealers have evaded 
tax to the tune of thousands of rupees, the .assessing authorities have imposed only 
nominal penalties. It is also seen that in most cases the penalty orders do not 
indicate the gravity of the nature of offence/irregularities committed, and there 
is no indic: tion of the reasons as to why the assessing authorities have chosen 
to impose only small amounts of penalties. 

On the other band it is observed that in some cases where there is a 
nominal delay in filling returns and where the amounts involved are small, the 
assessil' g authorities have imposed heavy penalties. 

In such cases it cannot be said that the assessing authorities have acted in 
a judicious manner. While it is necessary that the assessing authorities Jive 



an opportunity to the dealt:r before imposing the penalties, to explain his case 
it is also necessary that the assessing authorities keep the interest of revenue in 
mind and the penalty orders should give detailed reasons, and normally where 
the dealer has committed major irregularities for avoiding tax, the penalty 
imposed should be commensurate with the gravity of the offence and the 
amount of tax avoided. As the assessing authorities are aware, the law provides 
for imposition of penalties upto two and half times of the tax avoided. In case 
the assessing authorities decide to impose less penalties even where the offences 
are of serious nature, they should indicate the reasons for imposing less 
penalties. 

No. F 28(2) 82-PPR/15405/654 

(T. T. JOSEPH) 
Commissioner Sales Tax: Delhi 

Dated : 11.12.1982 

Copy forwarded for information and necessary action to : 

1. All Asstt. Commissioners, Sales Tax. 

2. P. As to C.S.T./Addl. C.S.T. and Dy. C.S.T. 

3. All assessing authoritiea including those in Enforcement Branch and 
Central Circles. 

4. All STOs and ASTOs in Head Office. 
5. Asstt. Legal Advisers (I & 11), Sales Tax. 

6. Asstt. Director (S), Sales Tax. 

7. Programmer, EDP Cell, Sales Tax. 

8. Central Record. Room (2 copies). 

9. Guard File, PPR Branch (5 copies). 
10. Administrative Officer, Sales Tax. 

11. Accounts Officer, Sales Tax. 

12. 1/0 Library, Sales Tax. 

(KULDIP SINGH) 

Asstt. Commissioner (H. Q.) 
Sales Tax: N. Delhi. 
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Recommendation 

The Committee note that the falsification of documents committed by the 
dealer also amounted to a criminal offence under the Indian Penal code. They 
are unhappy to note that although the audit objections were raised as far back 
as November, 1980 and June, 1981 respectively. FIR was lodged with the 
Delhi Police as late as on 1 July, 1982. This again shows that the belated 
action was taken by the Delhi Administration only after Audit Report came up 
before the Committee. The Committee cannot but deprecate the casual manner 
in which such serious cases involving grave offences are dealt with by the Delhi 
Administration. 

[S. No. 9 Appendix 1 Para 1.74 of 142nd Report of P. A. C. (Seventh 
Lok Sabha] 

Action Taken 

The explanation of the officer concerned in regard to the delay in lodging 
FIR the has already been call~d for. His reply to the explanation is being 
examined. The officer has since been placed under suspension, pending depart-
mental proceedings against him for his acts of omission and commission in 
aforesaid case. 

[Ministry of Home Affairs 0. M. No. U. 16016/1/83-Delbi Dated 25 
November, 1983] 

RecoiDIDendation 

The Chief Secretary Delhi Administration admitted in evidence that there 
had been delay in initiating the criminal proceedings. It was contended that 
there was an initial doubt whether prosecution can be launched under Section SO 
of the Delhi Sales Tax Act, 1975 which provides that uno prosecution for an 
offence shall be instituted in respect of the same facts for which a penalty has 
been imposed"'. The representative of tht.. Ministry of Law, however, deposed 
before the Committee that the provision of section of Section 50 of the Delhi 
Sales Tax Act, 1975 would apply only to prosecution for an offence under the 
Delhi Sales Tax Act and not for an offence under the Indian Penal Code. It 
is also pertinent in this connection to recall the departmental reaction to an 
earlier audit objection contained in para 3.09 of C & AG's Report for 
the year 1979·80 wherein penal action was taken both under the Indian Penal 
Code as also under the Delhi Sales Tax Act, 1975. Therefore, the 
argument advanced by the department for the delay in initiating criminal 
proceedings is not at all sustainable. The Committee recommend that suitable 
instructions should be issued to officers in the Sales Tax Department to take 
timely action in auch cases ao to act aa a deterrent to unacruploua dealen. 
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[S. No. 10 Appendix 1 Para 1.75 of 142nd Report of P.A.C. (Seventh Lok 
Sabha] 

Action Taken 

Suitable instructions in this behalf have since been issued vide circular No. 
F. 3 (l)/83-V & E/CST/10654/303, dated 4.6.83. (Copy enclosed Annexure).-

To 

Sd/· 
(R. M. Vats) 

Secretary (Finance) 
Delhi Administration 

Sd/-
(R. V. Pillai) 

Joint Secretary 
Ministry of Home Affairs 

[Ministry of Home Affairs 0. M. No. U. 16016/1/83-Delhi Dated 25 
November, 1983.) 

ANNEXURE 
OFFICE OF THE COMMISSIONER OF SALES TAX : L BLOCK 

I. P. ESTATE: NEW DELHI-110002. 
(ENFORCEMENT BRANCH) 

All STOsjWard in-charge, 
Sales Tax Department, 
New Delhi. 

CIRCULAR 

Instances have come to notice where unnecessary delays have taken place 
even after a decision has been taken to file the FIR against an unscrupulus 
dealer because of one reason or the other mainly due to non-availability/supply 
of relevant record by the concerned Ward. Such delays have to a great extent 
defeated the very purpose of taking deterrent action against unscrupulus 
dealers. 

2. All the officers of the Department should ensure that once a decision 
has been taken at the appropriate level to, launch criminal proceedings against 
a dealer, all actions culminating in launching of the FIR should be completed 
within a period of one month and thereafter a compliance report be submitted 
to AC (E). 

3. It is futher clarified that the FIR shall be lodged by officer Incharge of 
the Ward in consultation with the Sales Tax officer (Prosecution) in the Special 
investigation Branch of Sales Tax Department. 
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4. Any delay in the :filing of the FIR•s would be viewed advenoly. 

No. F 3 (1)/83/V &. P{CST/10059/303 

Sd/-
(S. R. Sharma) 

Commissioner : Sales Tax 

Dated 4.6.1983 

Recommendation 

The Committee were informed that the dealer in the case under examina-
tion has filed a writ petition in the Delhi High Court against the !U()- moto 
revision as also against the criminal proceedings and that the High Court has 
stayed further proceedings. The Home Secretary assured the Committee in 
evidence that he had directed the Delhi Administration to take suitable action 
to get the case expedited in the High Court. The Committee would like to be 
informed of the progress of the case as also of the final outcome. 

[S. No. 11 Appendix 1 Para 1.76 of 142nd Report of P.A.C. (Seventh Lok 
Sabha] 

Action Taken 

The latest po~ition of writ~ filed by M/S A. Duggal &. Co. is as follows :-

1. Civil Writ Petition No. 381 of 1982 

The dealer had challenged the prosecution lodged against him under the 
provision of I.P.C. Hon'ble Court has granted interim stay on a petition by the 
Government Counsel. The court has allowed the investigating agency to collect 
the required evidence evidence in the meanwhile. Final orders on the Writ 
Petition are yet to be passed. 

2. Civil Writ Petition No. 3g52 or 1982 & Civil Writ 15 or 1983. 

The dealer has challenged the suo-moto revision of penalty made by the 
Assistant Commissioner. Counter affidavits have been filed. The writs were 
admitted on 19.8.83 and the date for hearing bas been fixed for 5th December. 
1983. 

3. Civil Writ Petition No. 261 of 1983. 

The cancellation of Registration Certificate by the Assessing Authority has 
been challenged. The Hon'bJe Court bas quashed the orders cancelling the 
Registration Certificate but has allowed the Assessing Authority proceed fresh by 
issuing another notice after observing the principle of natural justice. The 
Assessing Authority accordingly issued a fresh notice for cQncellation. The dealer 
during the course of hearing objected to the jurisdiction of the Officer to issue the 
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notice and the matter is presently with Commissioner, Sates Tax for a decision 
on his objection. On 28.10.83, the dealer has filed a writ in the High Court on 
the same matter. 

(Ministry of Home Affairs O~·M .. -No. U. 16016/1/83-Delhi Dated 25 
November, 1983). 

Recommendation 

The Committee find that presently supervision and control are exercised 
over the Sales Tax DeJ)artment of Delhi Administration through two channels 
viz., the Internal Audit Cell and the Vigilance and Enforcement Branch. The 
Committee view with concern that neither of these two departmental organs was 
able to detect the irregularities indulged in by the dealer in the case under 
examination. What is all the more intriguing is that in Ward 11 where the 
present case was detected no assessments were scrutinised by the Internal Audit 
Cell at all in any of the years 1975-76, 1976-77 and 1977-78. This is clearly 
indicative of the fact that the present criteria of selection of wards for scrutiny 
of assessments by the Intern1.l A•1Jit Cell are totally inadequate and defective. 

[S. No. 13 Appendix I Para 1.78 of l42nd Report of P. A. C. (Seventh 
Lok Sabha)) 

Action Taken 

According to the Delhi Administration. there was no specific criteria 
prescribed for selection of wardo; to be audited. However, instructions have now 
been issued by the Delhi Administration to the Commissioner, Sales Tax to 
ensure that all wards are regularly scrutinised by the Internal Audit Cell. 

The Administrative Reform"i Department of the Delhi Administration had 
undertaken a study of the Sales Tax Department and have recommended 
creation of a number of posts including posts for the Internal Audit Cell. The 
case for creation of more posts for the Sales Tax Department including Internal 
Audit Cell on ad hoc basis is being taken up with the Cabinet for relaxation of 
ban orders. 

(Ministry of Home Affairs 0. M. No. U. 16016/1/83-Delhi Dated 2S 
November, 1983) 

Recommendation 

From the statistical data showing the performance of the Internal Audit Cell 
furnished by the Ministry of Home Affairs at the instance of the Committee. 
it is seen that the Cell has been able to scrutinise only 2.5% of the total number 
of sales tax assessments completed during the year 19~ 1-82. The percentage 
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of assessments scrutinised by the Cell during the e1rlier yean from 1977-78 to 
1980-81 was 5.4 %. 4.46%, 0.8% and 1.49% in the respective years. These 
figures amply illustrate the dismal performance of the Internal Audit· Cell over 
the years. The Ministry of Home Affairs have not been able to give any plausi-
ble explanation for this excepting the plea of inadequate staffing. The Commit-
tee regret that the importance of Internal Audit in a department dealing with 
revenue amounting to about Rs. 190 crores every year has not been realised. 
The Committee need hardly emphasise the imperative need for strengthening 
and galvanising the system of internal audit so as to make it an effective control 
through which the Department can not only keep proper watch over the stand-
ard of performance of its officers but also bring a\'lout substantial improvement 
in the Sales Tax administration in Delhi. The Committee strongly recommend 
that the Ministry of Home Affairs should take immediate measures to streng-
then the Internal Audit Cell of the Sales Tax Deputment of Delhi Administra-
tion both in qualitative and quantitative terms. 

[S. No. 14 Appendix 1 Para 1.79 of 142nd Report of P.A.C. (Seventh 
Lok Sabha)] 

Action Taken 

According to the Delhi Administration, performance of Internal Audit 
Cell during the yeus 1978-79 to 1980-81 declined because of the following 
reasons:-

(a) Paucity of staff in the Internal Audit Cell. 

(b) Fall in the percentage of the assessment orders scrutinised was also 
attributable to the increase in the number of registered dealers over 
the years wtihout any correspondinp: increase in the staff deployed 
for internal audit. 

{c) the performance in the year 1979-80 was exceptionlly low mainly 
because the staff was diverted for the duties in connection 
with the general elections, unprecedented floods and setting up of 
temporary jails. 

The Adminbtrative Reforms Department of the Delhi Administration 
had undertaken a study of the Sales Tax Department and have recommended 
creation of a number of posts including posts for the Internal Audit Cell. The 
case for. ceration of more posts for the Sales Tax Department including the 
Internal Audit Cell on an ad hoc basis is being taken up with the Cabinet for 
relaxation of ban orders 

(Ministry of Home A-ffairs O.M".No. U, l60J6/1/83-Delhi D~ted 25 
Nov. 1983.) 
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Recommendation 

The Committee find that no steps have so far been taken for simplification 
and rationalisation of Sales Tax in Delhi.· The Committee were surprised to 
learn that there are certain items on which onl~ nominal revenue e.g. less than 
Rs. 5 lakhs is being realised. The Committee feel that there is an urgent need 
for simplification and rationalisation of sales tax structure in Delhi so that 
the Department may pay more attention to large assesseesjcommodities fetching 
amount of revenue and the small traders may be spared from unnecessary 
harassment. 

[S. No. IS Appendix 1 Para 1.80 of 142nd Report of P.A.C (Seveth 
Lok Sabba)] 

Action Taken 

Consequent upon the decision taken in the conference of the Chief Minis-
ters, the Ministry of Law had requested the Law Commission to prepare a 
model Sales Tax Law for uniform adoption by all the States. One of the points 
for consideration b)' the Law Commission is the uniformity in the Sales Tax 
Laws and procedures in all the States. The point regarding rationlisation and 
simplification of sales tax law relevent to the para will also be covered by the 
model sales tax law. 

The National Institute of Public Finance & Policy has also been entrus-
ted to undertake a study of the Sales Tax Department and one of the terms 
of references is to examine the implementation of sales tax with particular refer-
ence to assessment. The terms of refen.nce is attached. (Annexure) 

(Ministry of Home Affairs O.M. No. U. 16016/1/83-Delhi dated 25 
November, 1983.) 

ANNEXURE 

TERMS OF REFERENCE FOR lNDEPTH STUDY ON 
THE STRl'ClURE AND ASSISSMI~T OF SALES 

TAX BY THE NATIONAL INSTITUTE OF 
PUBLIC FINANCE AND POLICY 

1. To examine and make recommendations regarding the structure of 
Sales Tax in Delhi, with particular reference to the distribution of 
items between first point and Jast point levy of tax and the considera-
tions which sbouJd govern the selection of items for levy at the 
first point. 
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2. To exmine and make recommendations regarding the factors which 
should be taken into account in determining the rate structure of 
sales tax in Delhi. 

3. To make recommendations regarding the implementation of sales 
tax law with particular reference to assessments and introduction 
a viable system of summary assessment as envisaged in section 23 (1) 
of the Delhi Sales Tax Act. 

4. To make recommendations regarding yardsticks for st.tffing the 
Department taking into account reasonable cost of collection and 
desirable norms of work of assessing and other authorities including 
internal audit, recovery and other authorities. 

5. To examine the structure of trade in Delhi and undertake commod. 
ity flow surveys in regard to a few selected commodities. 

6. To make recommendations regarding enforcement Branch of the 
Sales Tax Department, its desirable strength, methods and procedures 
of operation and optimum selection of enforcement activities. 

7. ' To make recommendations regarding the system of coJlecting and 
of compiling statistical dat~ with particular reference to the collec-
tion of commodity wise and other information of use in the formula-
tion of policy and to the devising of methods of assessing the perfor-
mance of the Sales Tax Department in different areas. 

8. To make recommendations on any other matter which in view of the 
institute may have a significant bearing on the effective administra-
tion of Sales Tax in Delhi. 

Recommendation 

In this connection, the Committee note that the Delhi Administration 
has asked the National Institute of Public Finance to undertake a study of the 
Sales Tax Dep:utment for rationalisation of tax structure and also to make 
suggestions on the framework of the administration, organisational reinforce-
ment and strengthening of the departmental machinery. The Committee would 
like to be informed of the recommendations made by the Institute and the 
action taken thereon. 

[S.No. l6, Appendix 1, Para 1.81 of 142nd Report of P.A.C. (Seventh 
Lok Sabha)] 
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Actloo Takeo 

They study of the National Institute of Public Finance and Policy bas not 
yet been completed. As soon as the same i! secured, a copy thereof will be 
supplied to the Lok Sabha Secretariat. The terms & Reference to the Institute 
are attached. (Annexure) 

[Ministry of Home Affairs O.M. No. U. 16016/1/83-Delhi Dated 25 Nov. 
1983.] 

ANNEXURE 
TERMS OF REFERENCE FOR INDEPTH STUDY ON THE STRUCTURE 

AND ASSESSMENT OF SALES TAX BY THE NATIONAL INSTITUTE 
OF PUBLIC FINANCE AND POLICY. 

1. To examine and make recommendations regarding the structure of 
Sales Tax in Delhi, with particular reference to the distribution of 
items between first point and last point levy of tax and the considera-
tions which should govern the selection of items for levy at the first 
point. 

2. To examine and make recommendations regarding the factors which 
should be taken into account in determining the rate structure of 
sales tax in Delhi. 

3. To make recommendations regarding the implementation of sales tax 
law with particular reference to assessments and the introduction of a 
viable system of summary assessment as envisaged in section 23(1) 
of the Delhi Sales Tax Act. 

4. To make recommendations regarding yardsticks for staffing the 
Department taking into account reasonable cost of collection and 
desirable norms of work of assessing and other authorities including 
internal audit, recovery and other authorities. 

5. To examine the structure of trade in Delhi and undertake commodity 
flow surveys in regard to a few selected commodities. 

6. To make recommendations regarding enforcement Branch of the 
Sales Tax Department, its desirable strength, methvds and procedures 
of operation and optimum selection of enforcement activities. 

7. To make recommendations regarding the system of collecting and of 
compiling statistical data with particular reference to the collection 
of commodity wise and other information of use in the formulation 
of policy and to the devising of methods of assessing the performance 
of the Sales Tax Department in different areas. 

8. To make recommendations on any other matter which in view of the 
institute may have a signifh;ant bearing on the institute may have a 
significant bearing on the effective administration of Sales Tax in 
Delhi. • 



CHAPTER III 

RECOMMENDATIONS OR OBSERVATIONS WHICH THE 
COMMITTEE DO NOT DESIRE TO PURSUE JN THE 

LIGHT OF THE REPLIES RECEIVED FROM 
GOVERNMENT 

Recommendation · 

The examination of the present Audit Paragraph bas brought to light 
several areas of inadeuqacies in the working of the Sales Tax Department of 
Delhi Administration. The Committee recommend tha( the Ministry of Home 
Affairs should immediately look into the working of the Sales Tax Department 
of Delhi Administration including its Internal Aurlit Cell keeping in view the 
points raised by the Committee in the foregoing paragraphs, identify the short-
comings and take effective measures to improve its functioning. They would 
urge that question of streamlining the Sales Tax administraion in Delhi should 
receive top most priority so as to provide the necessary lead to other States/ 
Union Territories. 

[S. No. 17, Appendix I, Para 1.82 of 142Ld Report of P. A. C. (Seventh 
Lok Sabha)] 

Action Taken 

The Administrative Reforms Department of the Delhi Administration 
had undertaken a study of the Sales Tax Department and have recommended 
creation of a number of posts including posts for the Internal Audit 
Cell. The case for creation of more posts for the Sales Tax Department 
including the Internal Audit Cell on an ad hoc basis is being taken up with the 
Cabinet for relaxation of ban orders. 

[Ministcy of. Home Affairs O.M.No.U. 16016/1183-Delhi Dated 25 Nove-
mller, 19i3.] 
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CHAPTER IV 

RECOMMENDATIONS OR OBSERVATIONS REPLIES TO WHICH 
HAVE NOT BEEN ACCEPTED BY COMMITTEE AND WHICH 

REQUIRE REITERATION 

Recommendation 

The Committee. were informed that the Department had since detected 
9 more cases involving forgery and that criminal cases were pending agaimt 64 
dealers in various courts. They were also informed that in 38 cases FIRs had 
been lodged with the Police and investigations were pending. However, from a 
perusal of these cases, the Committee are surprised to find that out of the 9 
cases involving forgery, only in one case a penalty of Rs. 100/-was imposed and 
in other case~; only the ta~ was reassessed by the Sates Tax Department. The 
Committee cannot but reach the · conclusion that there is total absence of 
seriousness if n'lt active collu3ion on th~ part of the Sales Tax Department in 
curbing the growing malpractices like forgery in furnishing sales tax returns. 
No wonder the Department is considered by the common man as a hotbed of 
corruption. The Committee desire that all such cases or malpractices should 
be dealt with expeditiou5ly ani firmly by the Department and maJtimum penalty 
permitted by law imposed so as to curb such malpractices. The responsibility of 
the concerned officers in the Sales Tax Department should also be determined 
to find out if there was any collusion on their part. The Committee would like 
to be inform within six months of the progress made in all these cases. 

[S. No. 12 Appendix 1 Para 1. 77 of 142nd Report of P. A. C. (Seventh 
Lok Sabha)] 

Action Taken 

In pursuance of the above directive, the Enforcement Branch of the Sales 
Tax Department has started review of all the above cases to check whether the 
penalty imposed in each case has been adequate. The Sales Tax Department 
has also started systematic checking to detect other similar cases involving 

25 
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forgery and defraudment of Government revenues. As a result of this, so far 25 
more cases involving forging in challans for depositing tax with the banks bas 
been unearthed and the process to detect more such cases is continuing. So 
far as the 25 cases are concerned, reports have been lodged with the Deputy 
Commissioner, Po1ice (Crime and Railways) on 1.6.83 and the cases are being 
investigated by the Police. 

The Sales Tax Dapartment has also been directed to fix responsibility to 
to find out if there is any collusion on the part of any officials in such cases. 
The Administration has been directed to send a report in the matter by 31st 
December, 1983. 

[Ministry of Home Affairs 0. M. No. U. 16016/1/83-Delhi Dated 25 
November, 1983] 



CHAPTER V 

RECOMMENDATIONS OR OBSERVATIONS IN RESPECT OF WHICH 
GOVERNMENT HAVE FURNISHED INTERIM REPLIES 

Recommendation 

In this context, the Committee note that presently the Sates Tax Law in 
Delhi does not stipulate levy of minimum penalty. The Committee fail to 
understand why such a provision has not been included in the Delhi Sales Tax 
Act when such a provision exists in the Sales Tax Acts of several other neigh-
bouring States. Th~ Committe! recommend that a provision should be 
incorporate1 in the Delhi Sales Tax Act prescririn ~ a minimum penalty in 
order to check misuo.;e of the discretionary pow!rs by the assessing officers. 

[S. No. 8 Appendix l Para 1.73 of 142nd Report of P.A.C. (Seventh 
Lok Sabha)] 

Action Taken ~. 

The matter is u·der coa•ii~ratio1 with the Delhi Administration and it 
will be submitted to Governme 1t of India for making necessary amendments to 
the Delhi Sales Tax Act, 1975 when finalised. 

[\ofinistry of Hone Affiirs 0. M. No. U. 16016/1 /83-Delhi Dated 25 
November. 1983] 

NEW DELHI; 

22 February. 1984 
3 Phalguna, 1905 (S) 
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SUNIL MAITRA, 

Chairman, 
/'ublic Accountr Committee. 



PARTH 

MINU fBS 0? THE 60TH 3lffi~G OF PUBLlC ACCOUNTS 
·COMMITTEE HELD ON 13 FEBRUARY, 1984 

The Public Accounts Committee sat from 150) hrs. to 1730 hrs. in Com-
mittee Room 'D', Parliament House Annexe, New Delhi. 

PRESENT 

Shri Bhiku Ram Jain -in the Chair 

2. Smt. Vidyavati Chaturvedi 
3. Shri G. L. Dogra 
4. Shri Satyanarayan Jatiya 
5. Shri Mahavir Prasad 
6. Shri Jamilur Rahman 
7. Dr. Sankata Prasad 
8. Dt. Harekrusbna Mallick 
9. Sbri Nirmal Chatterjee 

10. Shri Kalyan Roy 
SECREfARIAT 

1. Shri H. S. Kohli- Chief Financial Committee Officer. 
2. Shri K. K. Sharma-Senior Financial Committee Officer. 
3. Shri Krishnapal Singh-Senior Financial Committee Officer. 

REPRESENTATIVES OF THE OFFICE OF THE C&AG OF INDIA 

1. Shri N. Sivasubramanian-Director of Receipt Audit 
2 Shri R. Ballsubramanian-Joint Director (C&CX) 
3. Shri S. K. Gupta-Joint Director (DT) 
4. Shri S. R. Sapra -- J~int Director (SR) 

2. In the absence of the Chairman, Shri Bhiku Ram Jain was chosen to act 
as Chairman of the sitting under Rule 258(2) of the Rules of the Pro~ed~Jre and 
Conduct of Business in Lok Sabha. 
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3. The Committee considered and adopted the following subject to the . 
amendments/modifications as indicated in Annexures* I to V : 

* * • 
2. Action Taken Report on 142nd Report (7th Lok Sabha)-Receipts of 

Union Territory of Delhi -Sales Tax··- Falsification of documents by a 
dealer. 

3. 
4. 

s. 

• 
* 
* 

• 
* * 
* * 

4. The Committee also approved some minor modifications/amendments 
arising out of factual verification of the draft Reports by Audit. 

5. The Committee also authorised the Chairman to finalise the report and 
rresent the same to the House. 

The Committee then adjourned. 

ANNEXURE ll 

(vide Part //) 

Amendments/ Mod{{i.r:ations made by the Public Accounts Committee at their 
Sitting held on J3 February, /~84(AN: in the Draft Report on Action Taken 

on U21h Report of the Committee (Seventh Lok Sabha) Relating to 
receipts of Union Territory of Delhi -Sales Tax- Falsification 

Page 
5. 

Para 
1.7 

Lines 
1-7 

of Documents by a dealer. 

Amendments/Modifications 
Substitute "cases of.. ......... . 
Committee" 

by "assessments of sales turnover above a parti-
cular monetary limit should be made by an 
officer not below the rank of an Assistant Sales 
Ta~ Commissioner. A small percentage of other 
assessments made by Sales Tax Officers selected 
at random by the Assistant Sales Tax Commis-
sioners should also be checked by him. Action 
taken in this regard should be intimated to 
the Committee''. 

• Ann11ures I, Ill, IV, and V not printed. 



APPENDIX 

Conclusions/ Recommendations 

S. No. Para Ministry/ 
No. Depart-

ment 
Concerned 

Conclusions/Recommendations 

1 

1 

2. 

2 3 

1.3 Ministry 
of 

Home 
Affairs 

1.7 do 

4 

The Committee desire that final action taken reply in 
respect of recommendation contained in para l .73 for which 
only an interim reply has been given, will be furnished to 
them, duly vetted by audit, at an early date. 

In their earlier Report, the Committee had expressed su 
pr1se that according to the existing provisions of the Delhi 
Sales Tax Act, once an assessment was made by the Sales 
Tax Officer, there was no satisfactory mechanism to check 
the same. The only agency to check the assessment in 
the Department was its Internal Audit Wing but this 
Wmg was itsdf a crippled institution because of insuffici-
ent staff. The Committee had recommended that Sales 
Tax Act should be amended in such a way that lll 
cases of assessments beyond a particular monetary limit 
should either be assessed by an officer not below the rank 
of Assistant Sales Tax Commissioner or assessments made 
by the Sales Tax Officer should invariably be checked by 
a senior officer. The Ministry of Home Affairs in their 
reply have only stated that the suggestion for amending 
the law in the light of this recommendation w011ld be 
considered. The Committee find this reply to be to-
tally unsatisfactory. They observe that even though a 
period of nearly 8 months has elapsed since the Commi-
ttee had suggested the amendment of the law to provide 

JO 



1 2 3 

31 

4 

necessary checks, Government are yet to consider the 
matter. This shows that Government have not attended 
to the matter with the seriousness it deserved. The Co-
mmittee desire that immediate steps should be taken by 
the Government to amend the Sales Tax Act in such a 
manner that all assessments of sales turnove-r above a par-
ticular monetary limit should be made by an officer not 
below the rank of an Assistant Sales Tax Commissioner .A 
small percentgae of other assessments made by Sales Tax 
Officers selected at random by the Assistant Sales Tax 
Commissioner should also be checked by him. Action 
taken in this regard should be intimated to the Committee. 

3 1.10 -do- While examining a case of evasion of sales tax by a dealer 
in Delhi by indulging in falsification of documents, the 
Committee had in their earlier Report observed that 
the Sales Tax Department bad since detected nine more 
cases involving forgery and that criminal cases were pend-
ing against 64 dealers in various courts. They bad also 
observed that in 38 cases FIRs were·.tcdged with the Police 
and investigations were pending. The Committee had 
drawn attention to the fact that out of the nine cases 
involving forgery, only in one case penalty was imposed 
and in other cases, the department had only re-assesseJ 
the tax liability. The Committee had recommended that 
all such cases of malpractices should be dealt with ex-
peditiously and firmly and the maximum penalty permi-
tted by law be imposed and their responsibility of the 
concerned officials for collusion determined. The Commi-
ttee bad also desired to be informed of the progress made 
in all such cases within a period of six months. The 
Ministry of Home Affairs have in their action taken .aot 
stated that ~in pursuance of the recommendation of 
the Committee, Sales Tax Department, Delhi 
Administration has started reviewing all the cases to check 
whether the penalty imposed in each case was adequ-
ate. As a result of further scrutiny made by the depart-· 
ment 25, more cases of forgeries have been unearthed and 
reports have been lodged with the police. The Ministry 
have further stated that the Delhi Administration have 
been directedrto furnish a report in the matter by 31 
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32 

4 

December, 1983. The Committee regret to point out 
that the Ministry in their action taken note have given no 
indication of the progress of the 64 cases which were 
earlier stated to be pending in courts as also of the 38 
cases where FIRs were filed and investigations were pend-
ing. They expect the Department to pursue these cases 
Vigorously in order to curb effectively the growing trend 
of malpractices. The Committee would like to be infor-
ml!d of the progress made in all the cases as well as the 
action taken against the colluding officials. 

1.13 In their earlier Report, the Committee had pointed 
out that the Internal Audit Cell had been able to scruti-
nise only 2.5% of the total number of sales tax assessments 
completed during the year 1981-82. The percentage of 
assessments scrutinised during 1980-81 was 1.49% and 
during 1979-80 it was as low as 0.8%. The· Committee 
had expressed their dismay at the fact that importance of 
internal audit m a Department dealing with revenue 
amounting to about Rs. 190 crores every year was not 
realised. The Committee bad strongly recommended that the 
Ministry of Home Affairs should take immediate measures 
to strengthen the internal Audit Cell of the Sales Tax 

Department of Delhi Administration both in qualitative 
and quantitative terms. In their reply the Ministry have 
stated that the Administrative Reforms Department of the 
Delhi Administration bad undertaken a study of the Sales 
Tax Department and have recommended creation of a 
number of posts including post~; for the Internal Audit 
Cell and the case for creation of more posts is being taken 
up with the Cabinet fur relaxation of ban orders. The 
Committee are not happy with the slow pace of stiengthen-
ing the Internal audit cell. They would like to emphasise 
that keeping in view the huge amount of re\lenue involved 
and the exceptionally poor coverage by the Internal Audit 
so far, the matter should be dealt with utmost urgency and 
immediate action taken to strengthen and galvanise the 
Internal Audit Cell. 

S 1.17 -do- In their earlier Report, the Committee bad pointed out 
that there was an urgent need for simplification and rati-
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onalisation of Sales Taxstructure in Delhi so that the 
department could pay more attention to large assesseesf 
commodities fetching large amount of revenue and the 
small traders could be spared from unnecessary harass. 
ment. In this connection they had noted that the Delhi 
Administration had entrusted the National Institute of 
Public Finance and Policy to undertake a study of the 
Sales Tax Department. The Committee were informed 
that an interim report of the study was expected by March, 
1983. The Ministry of Home Affairs have in their action 
taken note stated that the issue of rationalisation and sim~ 
plification of sales tax law will be covered by the proposed 
model Sales Tax Law to he drafted by the Law Commission 
for uniform adoption by all the States, as was decided at 
the Conference of the Chief Ministers. Further, the 
National Institute of Public Finance and Po1icy is also to 
examine the implementation of sales tax with particular 
reference to asse5sment. The Committee are not satisfied 
with the above reply. As the fina.lisation of the proposed 
model Sales Tax Law as also the report of the National 
Institute of Public F'nance and policy are bound to take 
more time, the Committee feel that the Ministry of Home 
Affairs should initiate their own measures for early ratio-
nalisation and simplification of sales tax structure in Delhi. 
They would like to be informed of the conclusive action 
taken by the Delhi Ad.ninistration/Ministry of Home 
Affairs in this direction. 




