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INTRODUCTION

15 Shri Abdul Mugqtadir Choudhury, Chairman of the
Committee on Public Accounts, having been authorised to
submit the Report on their behalf, present this Thirty-Sixth
Report of the Committee on Public Accounts on the audit
paragraphs contained in chapter 2 of the Report of the
Comptroller and Auditor General of India for the year 1981-82
(Revenue Receipts) on the ‘Sales Tax’ pertaining to the
Finance Department, Government of Assam.

2. The Report of the Comptroller and Auditor General
of India for the year 1981-82 (Revenue Reccipt) was laid
on the table of the House on 27th February, 1984.

3. The Report of the Comptroller and Auditor General
of India for the year under reportwas considered by the
Committee in its sittings held on 24th October, 20th
November and 22nd November, 1986. The Committee, while
considering the Report, had perused and scri.tiniced the parawise
written replies and other incidental materials for formulating
its observations/recommendations. = The Committee also
examined the Departmental witnesses of Finance Department
for obtaining additional and further elarification on the
issues that came up before the Committee during the course
of examination of the audit paras.

4, The present Committee was constituted on 19th January
1986 after the General Election in the State of Assam
constituting the Eighth Assembly.

: 5. The Committee has considered -ghe draft Report and
finalised the same in its sitting held on 24th June, 1987.

6. The Committee places on records their appreciation
for the valuable assistance rendered to the Committee by
Shri S.K. Podder. Accountant General (Audit), Assam ana
other officers and Staff of the office of the Accountant Ge?ﬁ:ral,
Assam, The Committee also expresses its thanks to the oilcers
of the Government Department for their co-operation in
furnishing information during the course of ¢xamination
of the audit paragraphs.

ABDUL MUQTADIR CHOUDHURY,

DISPUR: Chairman, & il
The 24 : . Public Accounts Committee,
fk Assam Legislative Assembly,



REPORT .
'Chapt%r-l To S
. Result- of test a.udxt in general SR

1.1. Sales Tax and Taxes on Agrlcultural Income has.

continued- to- be the principal sourees’ of revenue of the

State: during the year 1981 82. The total receipts of the’

‘Govermmient of -Assam fortlie year 1981-82 were Rs. 367.06
crores -against the anticipated receipts of Rs-367.47 crores.

Out of the total receipts of Rs. 367.06 crores, Rs.160.01 -.
croges. represented revenue raised by the State: Govermment -

of which Rs. 101.19 crores were revenue receipts under Tax
Re’.venuc and the' balance: -under neu—Tax Revenue- ‘

1:2. An. ama,lysxs of the recupts duriug the year 1‘981-82 .

along "with . the corresponding figures: of the preeeedmgatwo
years is shown below :
L Revenuer raised: by the State 1979-80 1980-81 - 1981-82

Govemmmt - ' (in crores of Rupees) b
(a): Tax Revenue S 72.07 - 65.78. 101,19
@) Non Tax Revenue . 43.79 27. 13‘* ) 58 87

11, Recenpt I‘rom the Govem.
ment_ of India ,

'(8) Stites shiaee: of disible - 88.07 9832 - 11160
Unions Taxes - - o e ST

- _(b) Grants-in—aid =~ = 6533 - 9340 . 9545

' 77 1530 19tz 207.05
llIr Totat reee:ptw of: the State 6998 98463 36706
L (e T TN PE A

~

IV Bercentage of ! & III

1.3, Thie. recei t from the Central Gevernment- by way

: of Sfetes share of 'divisible Union ‘Taxes and Grants-in-aid.
during. the. year. 1981-82. worked out to .be.56.41 percent

of the total receipts of the State. - The States own- recezpt |

mgbilisation -amounted o Rs. 40.59. -percent.

*¥Total - Reteipts: under Non-?l‘dx Revenue were Rs 264 n crores;
- This excludes Rs: 237. 5§ crores- Being’ written of amount of Goven:

mett. of.Indla Joan' consefuent. upoh consolidaton: and x_mehedu‘lmg as

. per recommendanon of. Seventh Fmame -GOmimission,

‘~

4300, saet 4839

;

11586 ", 9291 - 160 o1 .




Ly

2

- x'lf,4.- The receipt from the Tax Revenue constituted 63.24
- percent.of the State’s own Revenue Receipts for the yea:
. 198182, The tax Revenue collected from the Sales Tax °
. continued to be in incrBase. The analysis of the Tax reve-
e given below will show an increased growth compared

to' the preceeding two years : ’ - -

1979-80  1980-81  1981-82 . (+) increasc
- e g - , ) (—) decrease in - ]
) (ia crores of Rupees) . -1981-82 with .

reference to
1980-81. o

| Sales Tex 3508, 3149 | 63.69 . -+32:20

Lt BUt,_.“tl'{e".,Tgxe_s on Agricultural Income. has continued -
- 1o.be, deminishing during the last three years which is not: -
- @ppreciable: situation. This will ‘be quite” evident from the
Statement. shown below: = - . . - R
XL 1979.80 (1980-81 198182 () imcrease
R TEAE P S I . (—) decrease m
"~ (In crores of Rupees) 1981-82 with .
T S ’ " reference to
' - 1980-81.

. Taxes . - (=) 0.96
Iixcof;;é.@fﬁgq‘cum,’?al- _ ‘17.5‘3 15.69 l.,4.64,, (—) 0.96
ar‘aé“'-s" l.‘lDum.‘_g. the course - of examination of the audit
or shortra g  Committee wanted to know the reasons
: mentalor all. of taxes‘on - Agricultural income; the Depart-
" Was not resentatives replied that-“Agricultural income tax
C tunal levied below Rs. 20,000, annual income. Agricul-
" In aé%""m? tax - mostly came from -tea. estates’ tea income,
- of Dod oA nobody phid agricultural “incom tax. 97 percent
i , omgl'}: tu'r?l" mcometax ‘came from t'ear ﬂalom?-‘s,.When-~ the
{0 offgittce enquired as to whether ‘paddy, ‘Jute, Mustard
. " on Aees IShouldQISO bet‘axe;i for: -the . purpose.. of taxes .
stated ontural Income, . the " Goyernment ~representatives
not wor tﬁt: “these very. small. inco fie ‘would'conte"which yas-
ned fror, taxing. . Qnly ohe :or two-percenit would begaf:
tutal o this. Jute. production “dso "would 'be ‘on Jﬂﬁﬂ?k‘&' o
 jhral income tax. Tf a pemon got R, 15,000, 44 anddar - |
- heome he-would. be liable: to:ipay ificome;.ta% on..agricul-
- Wral produgtion,”, The.. Gommittes, appreciafes, the ideg of |
ot . imposing taxes-onhsmialb agricultural.income nniprodugs -
tion of paddy, Jute: Mustard:Seeds: eté, 1o Aanilabasnmnudt 12q




" tural Income

. 3 . l."‘ ) ‘:

1.6: The Variations ~between»——_ﬂ1'e' _"l'éudgqat "'est_iina‘t'esw and -
actuals ‘under the heads -taxes -on Agricultural I;;comé ““and .
- sales Tax” for the preceeding two years are given below :

’ - . . - .
Variations. . Percentage of

- Head of Revenue Year Budget = Actuals ] ,
 estimates - ° . .- (%) Excess. veriation’
- (In crores of rupees) ~ - (—) shortfalls

-

Taxes on Agricul- . 1979:80 2745 1783 "(-L_)-f 992 - 3%

.  “1980-81 3532 1560 . (—)1972 56
A 198182 2300 "1'4;64i (—) 836 . 36
Sales, Tax ' ler9-g0 3288 - 3508 (+) ﬁéz-z’t;)‘;.-‘ 7 G
» | . 1980-81 381 3149 ey 112 18

oL 108182 5326 6369  (+)1043 20
1.7 Form ‘the_analysis given above it will be ‘quite evident -
that the variations between the -Budget . estimates and
actuals for the years 1979-80, 1980-81 and 1981-82 in
respect - of texes -on agricultural income and -sales tax was
‘more than ten percent  except under .the ‘head ‘Sales Tax” -
~4in respect of the year in.1979-80, A . close, scrutiny will
further reveal that" vaiiations “between - the - Budget estimates .
znd actuels for the year 1980-81 both-under the taxes.on— - -
agtieultural income and - sales -Tax. -has bscn abnormelly’
“high - being 56%, in respect of Texes on Agricultufel infome
and -189, in Tespect Of :sales Tax ~‘znd it wes-twenty per- -
cent- in respect of “sales. for the -year 1981-82. In reply to -
a.duestion as to thereasons of such variations the Depart-
mental witness stated during oral evidence as follows : -
L of September.

. ' “We ‘prepar ‘ ‘in the .mont
ptepare the budget-in the tion the actuals

. of the financial year. We take into consideration als
n the next

N\

-of the last ycar plus 2 ten percent ‘increase i -t
 financial 'Yea!’).r“-Asp far as possl.)ible, we give the probable
figures”. - o P T E
1.8 The Committee could. not appréCiaté‘ﬁhel'g_l'o“nds o
-adduced by ' the Departmental witness in justification of
- the abnorimally very high variations and feels that such
- variations could take place due - to the faulty assessment
~ of estimates and actuals particularly for the year, 1980-81.

SN . )
. Kot . S : -

LY
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S"lmﬂ‘aﬂy the variations of 36 percent for the -years .
197980, 1980-81 and 1981-82. in respeet of taxes on
- agricultural income appears to be unreasenable. '

* 7 '19 The Committee _therefore recommends that a
thorough review should be made to ascertain the causes _
" of abnormally high variations between the budget esti- -
- mates and actuals for the purpose of taking remadial mea-
sures in future. Action taken in this regards should be in-
timated to the Committee within three months from the
presentation of this. report. -

1.10 Arrears in assessment .

‘The. nimber of cases of :Sales. Tax and Agricultural
Income tax~due for assessment and actually assessed during
thé three years in 1979-80, 1980-81 -and 1981-82 and those
-,.%nding;m. the end of each . year, as reported by the
. Depaitment are indicated below :— =~ = |

. Yéir- - Total: number "Number of © Rumber: of

. : of cases due; cases-assesséd: . cases pendirg
_-for .assesment. . | st the end of
S~ , : IR each year

. Sales Tak . 1979:80 115118 | 62758 - 52,355
: 198081 417902 - 62427 55498

98182 125108 59460 6508
‘Agricultural Tncome = 1979-80.© - 4,488 905 gs5gg
198081 - ‘3,588 1,825 —

- 111 The Deparhﬁeﬁt also’ st,aied that 96 assesing officers ;fm' '
Sales Tax and 4 assessing Officers for Agricultural Income
Tax were deployed ,during 1981-82. - R

. 112 Sales Tax. being-the :principal source. of Revenue of
. the State, the assessment- of ‘such - largé mumber of ' cases
 shiould not fall-into-arrears-every year theugh.tliecest-ef collec- .
. tiom-of Taxesincreased: gradually fromayear 10 yeal: When-the . -

. \Gommittee ~enguired: about:the:main Feason for-slow. disposal

i
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~ of arreais, the Departmental witness in his oral evidence
stated -that ncarly one'lakh seventy thousand: cases disposed
‘of .during that period and- priority was given to dispose of
old .arrears cases. When the Committee asked the Depart- -
mental witness to clarify backlog of cases of one year,the
representatives of the Department admitted that there was '

one year backlog ‘in . each year... : T

~ 1.13-During oral evidence the. Departmental witness informed
- 'the Committee that during the year 1981-82 one lakh sevnty
thousand cases were disposed of ‘and the position of arrear
improved. During 1982-83 the Department. had engaged-more .

.officers for assessment works and this had _also -improved
the position further. The Departmental witness asserted that
their capability had increased as the pending figures came
down .to 23 .thousand, and the revenue. of .the- State had

incrersed to a great extent. In Teply” fo 4 question

as to the npumber of  cases that - rémaine to be
disposed of in a ‘year, the Departiriental - witness said -

" . that the Department had one lakh eighty thousand cases

pendinig to be disposed in a year. Further he informed
‘e ‘Committee that-a target was fixed and' according to
ififs arget Tevery officer would be required to dispose of
aboit 130 cases in a month. . o

-z Althouglc’ the: Conmmittee’ was ot sure whether such -
= target-woukd -emable ths officer to dispoeof oié lokh
eight -thousind cases {7 a* -year - before - new cases come
up;. the Committes -feels- that target so fixed - should be
adhered: to: -and - cases: shotld-be disposed -of as-targetted

1.15 The Comniittee therefore recommends that .the
pending cases should be disposed of as per the target fixed
‘and it should also be examined whether' the responsi=

~bility of the assessing officers to assess, other taxes
' such as aniusement tax, entertainment. tax may be entru- .
sed to anbther set of officers to streamline. the financial

administration, Action taken in this regards should be. -

intimated to the Committee within three months ~from
_ 'the presentation of this report. S

~ 1.16 The  Committee aiso Wanted to know as 1o the method
- or means adopted to detect a case when assesslig officers

‘intentionally dropped - an assessable case. -The representa- .
- tive of ‘the Department. informed the Comniittee that an
“internal audit ‘system to detect intentional dropped - cases




. . ‘,: 7.". -w;.d_h ', v | . 6

had been introdueed. He further stated that if an assessirig
- -officet' dropped an assessable case,  the internal audit would
© .. be able to detect it. In a writtén reply, the Department

'~ had furnished the following cases detected by .-the internal

~ -andit.

- . 117 Cases detected by internal audit =
T'ﬂe .offhé Aet . “No. of éase; " 'Amout of tax under Short levy/Non
B - R Voo e agsessed levy of interest
LU ASITL L -
ST, - 24 . 40,524 14879
© - . Purchases | S L.

- - - However, the Committee appreciates the introduction of’
- Interrial Audit system to detect intentional dropped cases
~ and desires that the system should be strengthened from
_time to time by periodical review of the position of such:
cases. ~ ' - A ‘ . ~

2. .1,18 The Committee feels that the Government should -
.-~ ~be more vigilant to see the progress of - tax assessment.
* The Committee therefire réecommends that Government
.- - should reorganise the Tax assessment Cell of the Depart- = -
* -. ment ‘and put more emphasis on the detection of unavoi- . -
' Td‘i"ble“- assessment cases'by issuing appopriate direction to - .
.. the-assessing officers and responsibility should  be fixed :
. to officer/officers for intentionally dropping the tax asses- -
. Sment cases; Action taken on this should be intimated to
- the Committee within. three months from the date of - :

| Presentation of this report.. ..~ -

.. .19Evasion of tax : . .
<. Pafticulats of cases of tax‘evasion detected by the de- =
‘a8 reported by the department, arc shown ‘below :— . .

‘Name ~of ‘t.i‘ie Act o NumBer of . Totul tax involved
) S T "o cascs : . Rs,
1. The Assam Sales Tax___ 274 v 42,95,070
oAl 1947 T 0
.12 The Assam Finace (Sales = 450 ‘ 37,02,161




T

'3, The ,-ASsé.m Purehase Tax 21' - 2,54,858 .
- Act, 1967 S PR
‘4. The Central Sales Tax - 53 . -14,45080 .
Act, 1956 . o ' - P
5. ,Thc Assam Passengers and 214 - 7 17;91,046 -
- Goods Taxation Act 1962 - g - . .
6. The Assam professions, . 271 - 1,85,150 '
Trades, ' Callings and Em-. ' : '
"\ ployments Taxtion Act, -1947"' 7 ‘
7. The Assam (Sales of Petrol- fl'\‘.‘ - 129 " . SR
+ eum Products including S I

Motor Spirit and Lubricants) =~ « ~
Taxation Act, 1955

8. Thé Assam Amusements 4 S 5.529‘
and Betting Tax Act, 1939 A -

9.: The Assam Electricity 2 - 178235 - .
' Duty Act, 1964 = R

T e
~—

1.20 The ‘Department . in  a “written replies has’ i;if_’orm"ec;_l:j L
‘the Committee that  following-table - shows - the- trend .of -
detection. of evasion cases by the Department. =~ . .

. Year " ::7.- " No. of cases © . Amount .involved ..
LTt R - dc'tcctcd‘ ': "_. ) L '- R :

-

E '1.981‘}—82,_ o »ooL2000 o T -1.-1{3,57,‘258';. D
98283 1. mos . .. ..12833371

198384 T s T T 46,812

.

VoA T e T Gofu o0 Dasa B s g e S R .
\1984_'.85 dass U lALL hc i ',"J.’:‘§9’12;863' - .
121 Tt may be seen thatuiny thesyear 98t there was
sharp fall in the number of cases detected thgg}gh i SILOW;‘F?;’IE‘:
igprovemsnts.in.the, following: yeani, Therabene is ,an@eeQu

of detectiomhonf- evasjon, F.w%ﬁﬁrsmb}'i onn ,E@fﬂr.cgmem,«.nwvmg«z
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during” the-year * 1981-82 and for a part of year 1982-83.

. At present our Enforcement Wing is temporarily suspended
_and the officers deployed therein were withdrawn and en-
ggge'd' for assessment work from the later _part of the year:

: This 'ha-s 'l.;ecome; necessary in. view of the accumnlation:
of huge pending assessment cases partficularly. in the arrear
districts. S L ;

]
ty

However; .the Department is fully alive to the need
for maintaining a strict. vigilance on the possible: points of -
évasion in. the ‘State. For this purpose our approach towards :
- checking evasion_ has been re-oriented and: our main. thrust

wWas ‘on as below :(— , | g
| SALES TAX . L
- 1; Operation of the four inter-State check gates.and .

“two inter-State Check gates. - -
T ' - TNl

2 ‘Eedl'lctjio‘n- of sale tax at-Spﬁ;cei by the: Govern= B ;
' ~". ment Departments. and Public Sector. Undertakings = -

"3, Security for proper payment of sales tax on coal
i being collected at Jalukbari Cheek Gate.

4. Constant Vigildncé.‘ at the delivery points.
s Strit':jter"énfOréement of . delivery permit system.
" ASSAM PASSENGER & GOODS TAX
1 Unde{ the AP.G.T. Act provision was madé requir-,

ing the owners of the eommercial vehicles to keep
compulsorily’ “Inspection’ Note Book™ available-in

;/' -~ the vehicle for inspection by the tax officers. .
o 2. Intenswe drives conducted -for deiection of ‘evashibpn/ a
aveidance, of taxes ‘under A.P-G.T. Act. R

“ PROFESSIONAL TAX . S

B - N . T - o )}

.- Intensive - drive: for detedtion of evaSiqp/acvqidance . Qﬁ S
proféssions- etc: tax Hawe been-conducted. periodically. - f

-




fas
.

It can reasonably be said that the above measures
have vielded encouraging results as may be seenrfom the
tcble below :(—

Year Total Sale Tax Collection of tax Tax deducte i and Colleetion of tax
revenuc income undir A.P.G.T, doposited at souce at Check gate
(In crores of rupees) -

1983-84 94789 = SE 0508 1.61 5ot
1984-85  119.03 2.75 1.94
1985-86  130.08 4.72 9.94 _2.50

1.22 When the Committee asked as to whether Rs. 1.18 crores
had been realised from the concerned assesses and the present
position of the recovery, the Departmental witness while
tendering his oral evidence intimated the Committee that
“‘out of 1.18 crores evasion to the extent of 48 lakhs 26 thousand
had been established. What was reported was suspected
amount. Conclusively proved was Rs. 48 lakhs 26 thousand out
of which about 20 lakhs had been realised and the rest .
was involved in litigation.”

1.23 The Committee was not convinced with the rea-
sons for not realising the tax evaded as detected by the
Department for such large amount of money to the tune
of 1.18 crores and expressed its anxiety over such evasion
of taxes. The Committee therefore recommends tl.lat _tax
detection machinery should be reoriented for maintaing
a strict vigilance if necessary by strengthening the tax
enforcement squad for the purpose of detection of taxes
and to clear up the huge accumulation of pending assess-
ment cases. The Committee further rec-omt.nends that a
thorough enquiry should be made to asceertain the causes
leading to the evasion of tax revenue to the tune of
Rs. 1.18 crores and responsibility should be fixed on the
officer/officers on whose laxity Government had to
lose such colossal amount of tax revenue. Action taken
should be intimated to the Committee within three months
from the date of presentation of this report.

K,




L Pendmg collection as at-the end of each of the three years .

‘°ut8tand1n for the year ending March, 1981 and 1982 *

: _'-'é‘cflléctlon in’ 1981 but the trend “of . collectlon declined in

o 10
1 .24, Uncollec,ted Revenue

The total revcnuc collected and arrears of revenue

79-80 1980-81 and 1981 82 reported to be as follows :

.f!-‘-.-‘f' ,l A ’ " Total amount Arrears pcndmg Percentage of ™ i
- o collected - collection as at arrears 1o .
’ the end of March total. revenue h
_ SR (in crores of rupees) : -
197980 . 11586 2548 22
-1'980-81. - X8 . 20.33 22
]981-82 .- 160,01 29.39 T

125 The amount of Rs- 20. 33 and 29.39 creres shown as . |

represente the,arrears on account of the following Department s

L , :l;? S o Amount pendmg collection, as ou .
S 3lst March - 31st March - '
Lo T s o 1982 -
, CSTos . - “(in crores oi rupees)
- l.f Sales Tax, purchase Tax “and Tax (, ) 4\11.90 17.83 E
< - ., onSale of Petroleum, ctc - ‘ _ T _ e
2. Taxes on passangérs - and goods 1.13 1.10 ~
' ~"~3:,"Forest CUmo LS AT 280 2.59
K 4'-'7_'Agrchltural Incomeﬂ,,Tax e. ¢ 820 .. . 130817
55 rTaxes on vchlcles : ‘ S e L 424 -
'.'7_6} ."Elect_n_cxtx Dgxty, , ©0.50 o ‘0;35."' \
"7 Taxes on ,Piquééioi%'s;‘:-éffc;;,'~ ol6 . 020
ERCE S - Total - '20.33 ' , .29.39 -

1 26 'I‘he arrear cf co]letlnn increased from Rs. 20.33 crores -
.t° RS 29.39 crcres in the ycar 1982 and this shows that
DCPartmcnt not only. failed to maintain the trend = of

v

v
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1982 except in case of taxes.cn vehicles. The Commitee
is constrained to note that the performance of the; Depart-- -

ment in the matter of collection of tax during the period under
review has been unsatisfactory. During examination . the

Departmental witness could not put forward justification’

for the incréased arears of tax collection.

_ 1.27 The Committee ‘t_her‘efofé_ recommends. that
~ thorough review should be made by the Department to

“ascertain the causes of increased arears and intimate the

steps taken to arrest such steep arrear in future. - -

1.28, Outstanding audit objection. anid 'inépcction :

rcports.

-

- Audit cbservation on revenue receipts d’f"Go\zernrr:iéﬁt made
during local audit and not settled on the sput, are com-
munijcated to deparmentzl authorities “concerned- and also to.

- Government, where necessary, -through inspection reports.
Half yearly reports of such observations are also sent to
Department/Government in July -and January of each year
to  expedite their settlement. The points raised in_. the

inspection reports should be settled "as expeditiously: as. -

. possible. In ‘the absence of specific orders of the Govern-

ment for the expeditious settlement of audit objections: or ~
prescribéd procedures, if any, in’ that regard, it is not .
‘possible for Audit to know whether there is any failure

of the deparment 2uthorities in _following these. ~orders/ .

procedures.

.(a)»At the end of Septérr.iber,'>f1982j}*' 1,45‘3 - inspection -, " - 3

rcports issued upto-the end of - March, 1982, involving an
‘amount of Rs. 23.33 Crores, were not settled ‘as shown

below . »
. A

" Yesr  Number of intpection reports ° Number of Paragraphis 'vAmoll!'l_!”ifl‘v"’l".e,d. .

Upto - - RN In»ctoreffofeﬁujg’éés ‘
1'979;80%_ - 1,256 . gese . 218l ‘
- 1980-81° . -1‘61 R 960 156
1981-87 e T 188 -f'l".?_,ﬁ |
Total 1453 . 78% 2333

NN

&
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(b) Department-wise break-up of the number of out-
standing inspection reports and paragiaphs is given below :—

NSc:iJfal Name of Department Inspection reports Paragraphs Amount involved
umbper :

(In lakhs off rupees)

1. Finance (Taxation) 289 1,121 653.07
2. Forest : 143 1,491 166.50
3. Land Revenue ‘ 881, 4 567 666.98
4, Transport goiE 339 653.89
9.  Excise _ 38 169 180.46
6. Registration 70 147 12.53
Total - 1453 7834 2.333.43

(c) Receipt-wise and age-wise break-up showing the
Departments having very old and large number of items
are given below :—

Serial No. Head of receipt Name of Number of Earliest year frem
department : ilems which outstanding
1. Sales Tax Taxation G 1966-67
2. Taxes ongood  do NI 1974-75
and passengers : :
3. Purchase Tax do 80 . 1974-75
4. Taxeson profe- do 81 1974-75
ssions, Trades, -
Calling &
Employments
3. Taxes on Transport 339 1975-76
vehicles
6. Forest Forest 1,491 1972-73
7. Land Reve- Revenuc 4.567 1973-74
nue
8. Stamps and do 147 1973-74
Registraion i :
Fees

o

State Excise  Excise | " 169 - 1976-77
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1.29 The cases are outstanding for non-receipt -of final reply
from Government/Deparyment. Lack of prompt action by
the different denartments. in settling the audit objections
would lead to loss: of revenue to Government due to
recovery not being poss’ble at a late stage.’ ' i

~

1.30 The .Committee -while examining-comptrollec -an,d Auditor

General Report both Revenue and expenditure sides have come

aecross regular instances that- audit objection hadpiled“up
without any positive acti~n_being teken up for their settlement.

The existing arrmngements fajled to evoke any desired results

for setting the audit objections. During the course of. exami-

nztion, the Deprtmenta: witness informed the Commitiee that -

“«We are fully seized of the matter. We had a - long

dialogue with the Accountant General Audit and we have -

'~m‘ade_ considerable progress. The .latest figure— -

1985-86, . 663 mparagréphs;a‘i"e VApehdin'g ‘as .again;st( '1i'21

- which are reported here involving 468 Crores.. “This isthe

latest position. We have made a concerted effort in this
direction not only. by the Finance Department but by

the entire State Government offices. We have set up Audit

Committees in which there will be a representative of . the
Accountant General also present. This Committec when sits
will consider and drop -objections_cn the spct .without  .cor
responding with the ‘Accountant General The representative cf

the Accountanf-General has been authorised to drop objections

if he is satisfied. L hope there will be improvement in due course?

 1.31 The Committee, éxpressed _great anxiety for.
huge arrears of audit - objections and inspection -notes-

involving.a sum of Rs. 468 Crores and felt that the ar-

rangement reported to -have been - made by the Finance
Department in setting up Audit Committee for expeditious
disposal of these objections should be ‘vigovously ‘pur§ued.
‘. 1.32 The Committee 'therefore . .recqmmgl}ds that
Finance Department should constitute the A“d't (%om-
mittee consisting of the Departmental I;epfesentatlyes,
Representative of the Finance Department ;_a_nd - the
Representative of the Accountant General having 'saf-
ficient delegation of .powers to -drop the objections on
the spot. Such Audit Cominittee should not become
funds office after clearance of the arrear audit’ -Objec-
tions but should-continye to fanction as monitoring unit
in future, o ' ' :

)
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CHAPTER —2

211 Organisation and Working of the Recovery
Branch.

The recovery work, formerly with the Deruty Gommis-
sioncrs and Sub-divisional officers, was transferred to the
Commiissioner of Taxes, Assem in a phased manner with
effect from February 1976. The work was entrusted to a
Recovery Branch created within the Sales Tax Department.
Four Recovery officers were created in four districts in
Assam under the charge of the Supcrintendent of Taxes
(Recovery) acting as Bakijai officcrs for the purpose of re-
alisation of arrears departmentally. The numbers of Officers
and staff employed in the aforementioned four recovery
offices, as furnished by the Departmenit (December 1981),
are indicated bclow —

/

Nuture of posts Number as .ua st

April, 1901.
Superintendent of Taxes 4
Inspector of Taxes ‘ :

Other staff : : 47

1.1.2 No norms for disposal of certificate cases or targets
for amounts to be realised aie fixed by the department
from time to time- Consequently, there is no means to
assess the efficiency of the functioning of the Recovery
Brarch. On this being p()inted out in audit thq ,Depart_
ment stated that planned programmes for cgllcctlon could
net be effectively implemented due to contraints such as (i)
vastiess of the area. (ii) shortage of staff and (ii1) lack
of transport facilities. : i

9.1.3 Even though more than five years have passed sirce
its creaticr jn 1976 till 1980 {he Recovery Branch had
nct prepared a manual outlining the procedure to be
followed ard laid down systems for: control atid  monite-
"ING  pProzress. 3 i

9.1.4 The working of the Recovery Brancii was also not
subjected to internal audit by the Sales Tax Departments.
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. ..2.1.5 The plans, programmes . and,achievements had been

' formulated by the Recevery' Branch of the tax Department

to collect dues from the defaulting assessees. During the L
last six years” of 'its existance, no definite plans programmes - -
and .targets for collecting taxes from -the - defaulters . could
be prepered. No mannual cutlining the proceedure € be
followed and laying down system of control ‘over work was -

- formulated” When the Committee wanted to know as to .
how'in absence of 'definite plahs programmes and targets - — .

for collection of arrear taxes the proper -functioning.of the = = -,
Recovery - Branch could be _ensuretf 'Ighe Department in a
written reply informed the Committee that the présent strength ETRE

- of the Reeovery Branch was as follows :  _

Superintendent of Takes (R) ~ 4 | -+,

I,HSP°¢?°tj of _.Ta'xés -(R') o o 5 - B
 Other ‘S_t_aff‘ L 59 |
2.1.6; Tfle.diyi)osal of work in thc'ofﬁces Of:-thé‘S.up;eljinteﬁ- ' N ';‘ 3

dents of “Taxes (Recovery) is. déne ‘in accordance with the -
procedure laid dowii ‘by State Government’ for districe: and
subordinate - offices. Target for collection - by the Superin-
tendents of Taxes, (Recovery) have not been set. However,
a_target of 40 per cent has been fixed recently in respect.
current year- =~ . Do eI R

2.1.7 Superintendents of Taxes, (Recovéry) dte given limited ‘
powers under the - Assam ;_I;‘:md’ Revenue ™ Regulation '1886: = -~ .
They ate not given pOwers to. 'attach immovable property -
in thé coursc of realisation of arrear dues from defaulters.
Therefore, when the necessity - arisses for attachment = of .
immovable property of judgement debtors, ‘the -cases are B
required to be referred to the Collector (Deputy Commis--
sioner) .concerried  for. realisation-: of dues by -attaching
immovable property, if any. The matter ; relating to
. preparation’ of a Manual has:been under congxderatxon- Qn
enquiries with otbher States it has been*foun.d_t.hatg no State
has Manal for recovery of tax dues. Our district Cellectors.
also don’t have a Manual for the purpose of récovery. -
- .2.1.8 During the course of examination the Committee asked
the ‘Government representativés that- since there'were no.
. hiéanis to assess’ the efficacy: of the : functionifig’ of the =

(
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Recovery Branch, how tie Recovery Branch of the Sales
Tax Departmerit formulated 'cffective device to collect arrcar
taxcs from the defaulters. The Depertmental witness in the
coursc ol his oral evidence statéd before the Committee
that the success of machinery depended upun how much a
Sup:rintencent of Taxes Can collect or récover. The only
corrective action he could take was under the Assam Land
Revenue Regulation 1886. They were not given powers to
attach immovable property in course of realisation of arrear
dues from the defaulters. There were crores of Rupees worth
Bakijai cases pending Wwith the Deputy Comfissioners.
However, the recovery officers were to collect 40% of what
was the total outstanding dues. We had fixed that target
and we would review it. He also stated that when a review
was made at the end of the year, names of large number
of assesses were found in the books but could not be
traced out. He further stated that the Government would
consider to increase the numbper of Recovery Officers but
the work of the Recovery Branch being not very satisfactory
they were not attracted to this sort of work. However
Government had to motivate these set of officers by way
of special incentives if necessary by introducing special
incentives schemes for the personnels of the Recovery

Branch.

9.1.9 Having heard the oral evidence of the Departmental
witness, the Committec felt that the organisation of the
Reccvery Branch was faulty in that nct only the procedure
etc. had not been formulated and published thereon in as

as. for guidance of the ecovery Officers, the
Department could not visualise the number of officers that
be necessary to entertail for recovery of arrear taxes. The
Committee was surprised to know that the Department
had been able:to spot out the cases of disinterestedness of
the Officers to work in this Branch and preposed to intro-
duce certein incentives having realised the imprcper funce
tic ning of the Recovery Branch @nd’also having worked out
the incentives the same had nctbeen implemented and as far
as committee could learn the scleme had been in the

proposal stage.

much

2.1.10 The Committee therefore recommends that
organisational structure of the Recovery Branch should
be reviewed with immediate effect and steps taken to
strengthen the Department should be intimated to the
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Committee within three inonths from the date of presenta-
tion of this report. The Committee further recommends
that the :proposed incentive scheme:'if considered essen-
tial to activise the Department should ~be . imiplemented
early. Action taken in this regards should be intimated
to the Committee within three month from the date of
presentation of this Report. L s

2.2.1 Trends of Rec':ox;ery
Duririg -the year 1980-81, the ‘three recovery branches
Gauhati, Dhubri and Silchar) were expected to . recover
8- 503-95 :lakhs in 3,547 cases (Total of “tliese .pending re-
covery on lIst April 1980 and these referred during 1980-81).

Against this target only Rs. 11.85 lakhs were recovered in -

228 cases while the expenditure. on the recovery ‘eell of
thiese three branches was Rs. 2.70 lakhs. Tli€ amournt ‘reco-
‘vered was ‘barely 2 per cent of the amiounit remaitied -to
‘be recovered and cases involving moere than half the dméunt
for ‘recovery were returned to Unit offices “without reali-

sing any ‘amount. o :

(ii) A test check &f the records .of the tlifee Recovery
Branches at Gauhati, Dhubri. and ‘Silchar' (out .of existing
four branches) revealed that during the years upto1980-81
‘the Recovery Branches returned to the Unit offices 220 re-
covery certificates involving, Rs- 342.29 lakhs without effec-
‘ting ;any recovery as per details given below — = o

-Serial Reasons’ for feturding =~ Nuiibers ef "~ 'Amount -

Number the cases - B cases . (rupees in lakhs)
1 Cases fqrﬁﬁnded L 7 - '4«'30_ :
2. xGolleetion"s,taye‘d“ 0 . 4835 -
3. Firms- under'liquida- N A ‘22.39 ,
_ tion including closed - SR Co
firms », o B
‘4. . ‘Dealers hot.\t'-ra'céa'-b_le . fo9 _ 26.6.53 .
Misoellaneous -~ .7 022




. Year-wise “break-up of these cases is given below:—

- L]

T ‘Y.ea:-'f RERR Number of cases Amount .
. T ) ’ T {rupees in lakhg)

T _upté 1977787 119 76.11
1976579, 0 42 075
— 197980 . 20 | 0.10
- 1980-8L. 39 265.33
< Total—"FW0 3@
- (ul) Thé,;\re;;overaﬁble amount of Rs. 492;1,0 lakhs as on-
_ 31st March 1981 included an amount of Rs. 9,668 in respect
“‘of 202 cases involving petty amount of less than Rs. 100

¢ach.’ The State Government had not delegated any powers =

. Jto'‘Sales Tax Officers or to the Recovery Branch to write -
 Ooff such petty dues so as to concentrate on Tr€covering
y s1zable ,d\lCS.’ S ' e

© © 7292 The Department ina written reply to the Committee -

intimated fhat out of 1245 cases at the close of the year

. '1978-79 relating to the Recovery office, Guwahati involving . 4
-~ an. amount of Rs. 166,72 lakhs as mentioned Amnnexure--A

(page--19), there zre at present 1,043 cases pending invol- - %
ing an amount of Rs.59.60 Lakhs only. =

. 2.2.3 Out of 1,550 cases at the close of the year 1979-80
rélating to the same office involving an amount of Rs. 419.00 .

. _..Lakhs, there are at present 1,248 cases pending involving: -
- .an” amount of Rs:. 75-29_Lakhs only. ~ C

- 72,2‘.4,7().ut""“of~’.1,€‘}82.‘_ caSés(a’i the close of the year 1980-81:

relating to the same office involving an amount of Rs. 184.52

Lakhs; there are at: the present 1,626 cases pending invol--

ving an amount of Rs.97.57 Lakhs. The- position of the'.-‘-‘f )
., TeMaining cases at the close’ of the year 1980-81 in respect - - -

of. the Recovery offices, Dhubri and Silcbar is under review.
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2.2.5 The written statement furnished about the position
of recovery certificates ‘pending - with  the "Sales Tax De-
partment during the last three years ending upto 31:3.81
did not show any desired result in regard to the recovery
of arrear pending taxes. The Deportimental ' ‘witness in the.
course of oral evidence . admitted- that the position of .
recovery of pending cases at the close of the year 1980-81
in respect of the recovery offices at Dhubri and- Silchar-
were under review till the time of the preparation of this
report. The records of the’ recovery Branehes -at ‘Guwahati,

 Dhubri and . Silchar revealed that ‘during the years :upto
~1980-81, 220 number of. recovery _certficates- involving - "~
- Rs. 342.99 lakhs were - returned . to the Unit Offices but ; ,
NO Tecovery process. was _initiated’ in"a single case. ~The -
Department in:a written reply to <he -Committee informed o
- that the position of these cases: were “under.review. It had also .~
aeon noticed that the State Government had not delegated

bny powersto the Sales Tax Offices or Recovery Branch to

to write off petty dues_ for concentrating: en recovering . .
‘the_huge arrear and pending casess When the Committee L.
during the course. of oral” evidence wanted to know ‘as to- -

the reasons for slow progress of recovary in -arrear “taxes, -
the Departmental -withness admitted that as there was no -~
_systeni _and _ since  there wds no target. period - fixed, “the™
progress of recovery was slow. R

~ 2.9.6 The Committee was.very much distressed to note that
the Department _ensirusted the responsibility of .recovering
arrear revenue without fixing any limit or laying down a. -/
.target foi each officer to judge the performance. “Nor was
‘any attempt - being made by the Department to, delegate
powers to write Off pretty dues. s : '

- 927 It was found during the course of examination
that out of the total of arrear amount to be re’;:ove}'ed only
16 per cent of the recovery was effected. The Committee ex- -
presses its great concern over the huge arrear of taxes -
pending for collection for long years and deplores -that
the Department had not taken up ' the matter of recovery.
“ from the dealers in right directions. The Committee

therefore recommends that the Government should for-

mulate a new device to ‘expedite the cases of recovery
- and take effective steps to . minimise the pending recovery

-~
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~ cases, T‘_h,@_ Committee . also suggesfs that Government

should: examine the delegation of powers to be given to . .

: tax officer or Recovery officers to write off petty. ar-
v Fear-tax duee for better cencentration in the huge reco- .
.. = Verycasespending for long yeats,

2.3:1 Lack of co-ordination

-~

- Theres, app.e.encd-té.- be. little co-ordination between the
. Unit Offices and the_Recovery. Branches. ,

- W'h_ep{ ai;y__ sales. ta.x dues -are to _be reeovered as
arrears of lapd . revenue. under the provisions of the Acts,

".the. Sales. Tax Officer is required to issue a recovery

- certificate . in the re—prescribed form . to the Recovery Branch
rnishing inter alia_ fiill detgils of the amount to be -

Recovery Branch, the cases arc-to be entered ina register
_~8nd- 2 separate case, file is to. be opened for each case, -
- Thergafter; a notice for, payment of demand is issued. to

. the defaulting dealer directing. him, to make payment of

g . On receipt of: the recovery certificate in the

- arrears . in ‘a specified period. If the defaulter fajls to. . .

make. payment within the notice period, - the Recovery
Branch.- _
sale of his movable property.  After effecting recovery, the '
recovery -certificate is returned pointing out details of
Iscovery- made. Im the conrse of audit (Qctober 1981 to
December, 1981 ). of records of the Recovery Branches for.
- -the year .1980-81, it_was, noticed and . confirmed by the .
department that theré  was no. system of W acknoledging

recelpts. of recowery, .-certificates. . In the absence of any

- 8ystem of acknowledging receipt of recovery certificates,

| . the Sales Tax Department was unable to -ensure that all
-~ cases for which . recovery- certificates were issued had
agtually. reached the~ Recovery Branch and (ii) all cases
actually received in the - Recovery Bianch were. entered in

their ;“9%"31@;&: for. fluxthe

their s for RT action, ‘Tn- many- cases- the Salgs
Tax - Offiters” did" not' Turpisk ~ the complete . information .

- abont the certificate - debtor viz, the- persent whereabouts,
b1¥8¥r}¢ss”i, location, etc. . Sometimes even _on reference madep
ftom _ the- Recovery Branch; the: informafion- was ecither not
farnished - or farnished very late. The- progress of recovery -
was - hampered:‘or’ delayed “in. such:: cases and -the. certificate-

+ ~ debtors: could: ciroumvent the recovery proceedings in various -

rocéeds to recover.the. amount by attachment and’ -
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ways. A few instances in which information was not
furnished: by Sales Tax Officer upto the date of audit
( December, 1981) are given delow :—

N

Serial No. - Certificate Amount covered Date of last Date 'l:lplo which
number by the certificate reference to the reply had not
Sales Tax Officer reached\ Recovery
. Branch.
1 6124215 of 8639  11.5.1981 31.12.1981
1969-70
2 Nil of 15,890 LI25E10B1 = do
1969-70
3 1450 of 3,115  23.5.1981 do
1972-73 >
4 44477 of 4,263  23,10.1981 do
1972-73 '
9 T Ofe 629 6.5.1981 do
1975-76
6 63781 of 6,014  18.7.1979 do
1978-79
7/ 1 of : 2,118 1.1.1981 do
1980-81

9.3.2 However the Superintendent of Taxes (Recovery)
Guwahati reported to the audit that cases should have to
be struck off but he could not adduce: any reason for
such struck. off.

2.3-4 The Finance Department in their written reply
communicated to the Committee stated that the system of
acknowledging the receipt of arrear ceitificates by the
Superintendent of taxes ( Recovery) had been introduced.
The Depattment further stated that with a view tO ensure
better co-ordination between the Superintendent of taxes
of the unit ( issuing cfficer of recovery certificate ) and
the Superintendent of taxes ( Recovery ), a copy ©of demand
notice served upon the defaulter was forwarded to the
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is'sﬁing; Oﬂ'icc:r'informih‘g him that a Bakijai case had been

- initiated . againist the. defaulter concerned. To a quesy as

to the date when the - system of acknowledgement of s

receipts’ of recovery. certificates was introduced, the Depart-
mental witness stated in evidence that exact date of introduc-
tion the ' system wa$ not available now with him. The
Committge feels that the Department should bring this short of
little information to apprise the Committee. The Committee
alio wanted to_know as to whether the non-recovery cases

~shonld be retained or simply writen off, the representative of the

- Government Department

~ing of com

stated in oral evidence before the

Committee that the Department wanted to retain the non-

was .also " reveal

.* dues was hampered or inordinately delayed- In many cases

- .for not maintaining the proper information of the defaul-
~ ters’ they could circamvent - the recovery proceedings in

- various ways. ] !
. ‘examples of laxity on the part of the Department. The
. Committee: therefore is of opinion that the Department -
‘should -efisyre .that at least one partner of the firm  must

“The instances cited - above were the glaring

“be local man and contfary to this the firm should not be

- régistered.,

The Committee also ‘feels' that without ensuring
loca] ‘whereabouts, business location, financial capabilities

‘and a local ‘partaer with personal properties the firms should

not be allowed to be registere

§.

the other conditions of Tegistration.

vy

SRR ‘_Thé ‘I'{ebo\}g;? ‘Branch of ‘ the Sale ' Tax »Departméqt on -
. Teceipt’ of the. ‘recovery” certificate is requiréd to initiate A “
immediate *action to recover. the uncollected amount by

- issuing .a . ‘demand ‘motice to " the certificate -debtOfs, when

- the: sefvice pf' initia) notice is done, the process of recovery . . -
_of -arrear -tax dues by thc Recevery Brance is sct "in motion. .

Audit had’ pointed out that*9 cases involving arrear dues

- of Rs: " 4.23 ‘lakhs transferred between the period of October -
/1978 to March, 1980 to the Recovery Branch at Silchar ~ -
-. by the Bakijai Officers remained without action for realisa-~. - - =

tion of arrear dues till December, 1981.

-fecovery cases fot - ecovering the arrear dues in future. It .
v ed from the audit that due to ncn-furnish-
plete information. about the . certificate debtors .
-such as their present whereabouts,. - business location and

. other ancillary informaticn, the .progress of recovery of tax

d even though the firms fulfil B
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2.3.6 The Department in a written reply stated that out of
9 cases, M/S Pathni Tea Co. Ltd, Chandkhira involving
Rs. 2,60,670.00 was purchased by the Government of India
with effect from Ist January, 1965. The vendor Company
retained with them all their liabilitis upto 31st December 1964
as per the Sale Deed and want into voluntary liquidation with
effect from lst June, 1966. The process of liquidation was
completed in  November, 1969 in the united Kingdom.
The matter of M/S Kalimpong Properties Ltd.A/C M/S
Gambira T.E., Cachar involving Rs.1,00,387.00 is pending
with the collector 24 Parganas District, West - Bengal on
the basis of an inter-State certificate issued by the COlle.CtOI',
Karimganj. Meanwile it was gathered from the Registrar
of companies, West Bengal that the defaulter company had
no assets to liquidate the arrear dues. The Department
further stated that the case of A/C M/S Singlacherra T.E.,
Cachar was related to M/S Kalimpong Properties Ltd. in-
volving Ks.58,213.00. All these three cases are still under
review. When the Commiftee wanted to know the steps
Government had taken to recover these huge arrear, the
Departmental witness stated ij; evidence before the Committee
that this particular case was taken up by the Government
of Ind_la- The process of liquidation was done
in United Kingdom. So it was not possible to do anything
here. The Committee is not convinced with the grounds
stated by the witness for not recovering such huge arrear
amount from the defaulters company for a loug period.
Had there been a concerted effort from the Government
of Assam, the company could not have taken shelter of
liquidation. It shows that the Department could not take
proper timely action for which there was a loss of about
Rs.4.23 lakhs in the arrear tax dues. The Committee also
feels that there should be some means of check on transfer
of stocks even if necessary by amending the loopholes o
Provisions of the Existing Laws. The Committee therefore
recommends. that the whole issue should be examined
thoroughly and a report to that effect should be furnished
to the Committee within three months from the date of
presentation of this report.

9.3.7 The Committee, in course of review of _some of the
recovery cases, finds that the amounts had become irrecoverabje
mainly due to delay and deficiencies in the procedura]
matters. -



24

2.3.8 A reccvery certificate was issued by the Guwahats Unit
Office in July, 1979, for the return pericds ending 30th
-September 1974 to 31st March 1977 in respect of am ice-
cream dealer. The Superintendent of Taxes, Recovery .
Branch issued (11th September 1979) demand notice direc-
ting the dealer for payment of dues within seven days of
receipt of the notice. The notice was received by the
dealer on 2lst September 1979.

9.3.9 It was noticed in audit that -on a petition filed (25th
May 1979) by the dealer to the Government praying for
granting exemption from levy of sales tax on .sale of ice~cream,
the Government directed the Commissioner of Taxes to ex-
amine the petitien and to stay recovery proceedings.
Under the existing provisions of the Sales Tax law ice-
cream is taxable and the grant of stay by Government
was not in order. No decision swvas taken till the date of
audit (December 1981).

9.3.10 In another case it was found that on receipt of
a recovery certificate from the Karimganj Unit Office for
recovery of Rs. 1,13,313 representing sales tax dues for the
returm period ending 3lst March 1976 the Superintendent
of Taxes, Recovery Branch issued demand notice on 24th
April 1981 directing the dealer to pay the dues within
27th May 1981. The time for clearing the dues was
extended upto 25th July 1981: On 6th November 1981 the
Unit office reported that the dealer had paid Rs: 5,500.
No further action was taken for recovery of the balance
amounts ( December 1981 )-

2.3.11 The Department in a written reply has stated that in
the ‘instant ‘case an amount of Rs. 30,000/-has been realised
from the dealer MJS Kwality Ice-Cream, Dispur in the
meantime out of which a sum of Rs.14,988/- has ‘been
adjusted against the full amount of dues for the period
ending 30th September 1974, leaving Rs. 15,012/-to be
‘adjusted against dues for the subsequent periods. The other
periods viz. period ending 31st. March 1975 to period ending

31 March 1977 are under the Hon‘ble Guwahati High
Court.



. has not run according to the aims and o ive _
' which it was created. The Comniittee therefore recom- .

 mends that the Recovery Branch should'  éxamine pre-

- paration of its manual spelling out procedures to be fol-

o IV TIPS S T
- 79,42, The'recordy of the®

. Form ‘C* made by the dealers were availab

s.:‘/"

RN
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°-19. The Department in the other case has statedin.a

written teply- that the case relates -to. M/S Surajmal Lal-

chand and. sons of Chchar. The amount of Rs. 1,13,313:00

was reduced in appeal and. atrear certificate” ‘was accordingly

withdrawn by the Superitendent of Taxes, . Karimganl.’

'2.3.13. The Coml’rﬁtteé finids that no actioni was initia-
ted in the above cases to .recover the urrear “tax dues

since. December, “1981 as a result of which’ thiexe was d
_definite loss to the Revenue of the State, The Comimittee

'has also noticed that the - working of the Recovery Branch
objectives for

!

" lowed and for laying down effective system-of -contrel . .
" over work.-The Committee further recommendsthat to =

speed up the recovery of .arrear dues and launching timely

“recovery work greater co-ordination between the Officers.
" of the unit and the officers of the.Recovery Branch should -
be ensured. - co oSl

" Ipregilar applicativn of ‘coné

. 241, Under the Central Sales Tax Act, 1956, infer-State
P 5 T _llg(ﬁ - _? . . -.

salesrare taxable at the. concessional rate:
July 1975)° provided, the sales -are su
in ‘C’ Forms, obtained from the purchasing registred
of the . other State. Sales which -are not supported: by such

4 per cent

declaratiops are taxable &t. 10, per cent or at the rate appli-
~ Tcable to -the sale or putchase of such goods under the State

t

Act, whichever is highett_*

%p.eféigtcndtéqﬁi of Taxes Guwa

as pointed out by audit showed that.

Rs.16,42,029.00 in respect of two dealers for

It was vecorded in
by declaration -inForm . ‘C’. Howeyer, -no: declaration® in
ment orders mor. the declaration in Form ‘C’ could be made

-€ 8. Fry 277 41 L

“1esulted ‘under -assessment. O
evy of tax at ‘10 pbr cent. .

. -

fcessional tax rates.

" perigds ending 31st Match;~ 1976 to March, 1977 was taxed
. at the concessional rate: of 4. pergent. It wap s&C7 """ 5
'the assetsment orders- that-the sales ™ were duly supported




26

The Department in a written reply informed, the
committee that the following were the Sales proceeds for
the periods endiug 30th September-1976 to 31st March 1977 :-

Name of dealer:—

L. Mfs Standard Phar-
macauticales Ltd.
Gauhati.

Period ending—-
30.9.76 to 31.3.77
Name Offthc Act.

The Central Sales
Tax Act 1956.

EXEMPTED AREA

Arunachal-Rs. 40,480.90 , (without “C”
Mizoram—Rs. -~ 99,790.48 | Form).

“Rs. 1,40,271.38

Meghalaya. Rs. 1,62,476.79 (with “C”’ Form)
Total —Rs. 7,02,718.17

NON-EXEMPTED ARE;A
(Taxable @ 4%)
Tripura— Rs. 1,87,192.01 | (with ‘C’ Form)

: Manipur— Rs.- 1,98,298.38 |
~ Nagaland-Rs. 53,830.73 ,

Rs.  4,39,321.19
Sales to Govt. Department (with ‘D’ Form)
in Meghalaya— Rs. 3,327.49

Total— Rs. 4,42,648.61

Grand total— Rs. 7,45.367.00
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2.4 4. Out of'the aforcsaid sale procceds of Rs. 7,45,367 .00
an amount of Rs. 3,02,718.00 was allowed deduction &s exemp-
ted sales correctly andthe ‘balance amount of Rs.4,42,649.00
was assessed to tax @4% in presence of ¢C” and “D”
Forms, furnished by the dealcr. : :

Tax so assessed come to Rs. 17;020.00

The following were the szle-proceeds for the period :—
‘EXEMPTED AREA |
Arunachal— Rs. 45,608.76 (with «C”
Form)
Mizeram— Rs. 46,016._90
Meghelaya—  Rs. 2,15,330.53
Total— Rs. 3,06,956.19

— . J
NON EXEMPTED AREA 4
(Taxable @4%)

Tripura— Rs. 2,11,045.65
Manipur— Rs, 1,45,173.31 (with “C”
X ; Form)
Nagzlond— Resy1:52:338:82

Rs. 4,08,552,28
Sales to Govt. Department (with “D?”
in Meghalayz— Rs. 12,922.18 Form)

‘Total— Rs. 4,21.474.46

. Grand total— Rs. 7,28,430.65

(Not Rs. 7,28,821.00 as reported by Audifc)

Pt “ i > t of
~ de~ler could nct furnish “C” Form i respec
q ?Iﬁ,_i.unt of Rs.390.40 against sales to Arunachal Pra-
Elgsh(‘aﬁd tax @10% was assessed on the same. :
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Out of the aforesaid sale-proceeds of Rs. 7,28,431.00
an amount of Rs.3,06,956.00 was allowed deduction as exemp-
ted salcs correctly and the balance amount of Rs. 4,21,475.00
was assessed to tax @4% in presence of “C” and “D”
Foims furnised by the dealer.

Tax so assessed comcs to Rs. 15,924.00

Gestetner Duplicators Pvt., Ltd.
(ncw it is “Indian Duplicator Ceo.
PyitseEtde):

The following were the period-wise sale-proceeds of tie
dealer under the Central Salcs Tax Act, 1956.

Pcriod Ending 31st March 1976

S'ale-proceeds to Registered
dealers and Govt. Depart—
ments (Texable @49, Rs. 4,56,767.50

Sale-proceeds to others
(Taxable @10%) Rs. 81,541.36

Sale-ﬁroceeds to others
(Taxable @129,) Rs. 26,666.17

Total Sales— Rs. 5,64-,9‘;/'-5.{)_3

As against salc-proceeds to Registcred dealers and
G_Overnment departments fcr Rs. 4,56,767.50 tle dealcr fur-
Nished “C” and “D’ Forms c< vering Rs.4,02,865.44 only
and therefore, the balance Rs. 53,902.06 was coirectly in-
Cluded in the turncver taxable @10% in the assessment.

Period ending 80th Seftembcr 1976
Sale-procceds to Registcred

dealers and Govt. Dcpart-

ments (Taxable @4%) Rs. 4,54,606.82

Sale-proceeds to others .
(Taxable @10%) Rs. 94,586.30

Sale-proceeds to others
(Taxable @12%). Rs. 90,803.57

Total Sales— Rs. 6,39,996.69
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2.4.5 AS against sale-proceeds to Registered dealers and
Government department for Rs. 4,54,606.82, the dealer
furnished “C” and “D” Forms covering Rs, 3,82,618.22 only
and therefore, the balance Rs. 71,988.60 was correctly
included in the turnover taxable @ 10 per cent in the
assessment. i

2.4.6 Since, the assessments in respect of both the dealers
for the periods mentioned above were completed in
presence of “C” and “D” Forms, there was no under-
assessment in either of the cases. The “C” and “D” Forms
were misplaced.

2.4.7 The Committee wanted to know as to how these
forms C and D were kept and why these forms could not
be produced to audit at the time of test check of the
official records of the Department which had resulted on
underassessment of Rs, 94,734. The Committee also asked
the Departmental witnesses whether they could refute
the objection raised by audit. The official witness in course
of his oral evidence deposed before the Committee Stated
that at the time of the audit this could not be shown to
them, had it been shown to them the objection could not
have been raised by the audit. He however assured the
Committee that the Department was now trying to
imnrove as muich as possible.

2.4.8 The Committee is however not convinced with the
reasons advanced by the Department both in written and
in oral in respect of declaration in Form ‘C’ by dealers
and records kept by the office of the Superintendent of
Taxes, Guwahati to that effect which resulted under-
assessment of an gmount in the tune of Rs.94,734/--.

2.4.9 The Committee therefore recommends that all
assessments order should be unambiguous and clear. All
declarations in Form °‘C’ should be recorded ar'ld made
available in assessment order which should invariably be
shown to audit in future.

2.4.10 To another query made by = the Comn}ittee as to
whether goods sold to Arunachal Pradesh, Mlzoram, and
Meghalaya were exempted goods as submitted by the
Department in a written reply stating an amount of
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Rs.3,02,781.00 - as exempted - goods, the Departmental
representatives stated in oral evidence that a dealer was
taxable at the normal rate. If a dealer claimed that he
was taxable at the concessional rate,-he was to produce a
declaration obtained from ‘the buyer and that particular
buyer had to obtain it from the Sales Tax Officer.
Arunachal and Mizoram for a long time were parts of
Assam and therefore Sales'to Arunachal Pradesh. Mizoram
and Meghalaya were exempted from tax after they were
separated. The Government of India wanted that there
should be no additional burden on consumers of these
areas because of bifurcation and trifurcation of these
States and therefore the State  Government granted
exemption in respect of sales to thege States. He also
admitted that after sometime it was discovered that there
was some misuse of this concession and therefore in
respect of Meghalaya it was insisted upon that there must
not be this blanket exemption.

94111 The Committee therefore feels ‘that the Govern-.
mient should examine afresh the issue of the concession
aranted to goods sold in Arunachal Pradesh. Mizoram and
Meghalaya so that substantial amount of money Ol
exempted goods sold to these State are prevented from
leakage.

Short determination of turnover due to 1ow valuation.

2.5.1 Tt wasmoticed in audit (March 1982) of the records of
the Superintendent of Taxes, Karimgan] that a bamboo
dealer extracted bamboo from bamboo mahals on paymer}t
of rovality as fixed by the forest Department and sold 1t
in the market. In his returns for the periods ending from
30th September 1975 to 30th September 1978, he showed
sales of 15,81,881 number of bamboos valued at Rs.
1,17,383 calculated at the royality value as fixed by the
Forest Department and not at the actual rates at which he
sold, The dealer’s turnoyers, ag shown in his returns, were
accepted and taxed. However, the turnover of Rs.27,108
for the period ending 30th September 1978, as assessed
earlier, was revised to Rs.46,675 at the instance of Zonal
Assistant :Commissioner, who held that ‘royalty value’
returned as sale price by the dealer wag too low compared
to the market value.
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2.5:2 The sales tax assessments were mostly made thus
with reference to the royalty value of bamboos. No efforts
were made to determine the value of sales with reference
to market conditions, even = if the dealer was not in a
position to produce the sale documents. A reference to
the schedule of rates of the Public Works Department of
the said district for the year 1975-76 revealed that the
prevailing market rate of different species of bamboos
varied from a maximum of Rs.400 to a minimum of Rs.45
per hundred bamboos. Even adopting the minimum rate
of Rs.45i per hundred the total sale price would work out
tor Rs.7,11,846 as  against the assessed turnover of
Rs.1,36,950 for the assessment periods ending 30th
September 1975 to 30th September 1978 This resulted in
short determination of turnover by Rs.5,74,896 and
consequential short levy of tax of Rs.32,540. '

(i1) Similarly, turnover on account of sales of
Rs. 30,36,800 ' bamboos in respect of four other dealers for
periods ending 31st March 1977 to 30th September 1980
wags determined at Rs.4,48,758 as. against Rs. 13,66,560
computediwith reference to the minimum sale price as per

Public Works Departments schedule of rates for the

year 1975-76. This resulted in short  determination  of
turnover by Rs.9,17,802

and consequential short levy of
tax of Rs.51,951, %0

2.5.3' The Department in a written reply stated before the
committee that these bamboo dealers ' carried on their
business at Mahal site Royalty rates were not accepted as
sale price in their cases g5 contended by -Audit.

2:5.4 In such' trade two-categories of Mahalders operate
their business. e, e TR

(1) Mahalders selling goods to purchasing traders of
bamboos at Mahal site where such traders bear
the cost of clearing and ' transporting the goods
from Mahal site.

(2) Mahalders themselves bear all cost and sell the
goods to consumers and Government department
like P.W.D. etc.

\
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Obiviously sale price of goods charged by the first
category of Mahaldess is much lower than that of the
second category of Mahalders.

2.5.6 The dealers in-question belong to the first category
and hence P.W.D. rates are not applicable to them.

9.5.7 The Committee in the course of oral evidence wanted
to know from the witness as to why there were diference
of price between bamboos sold at Mahal sites and bamboos
sold to consumers and Government Department the Depart-
mental witness stated that certain  species of bamboos
might be sold at the Mahal site @ 10p per  piece but the
same bamboo, if it is sold at silchar would fetch a much
higher price Since the market price had gone much high,
the difference could really very large staggering. The
Committee is happy to learn that the assessment has been
done according to the established law for the goods sold
but express its concern about the short levy by sales tax
on the assessed turnover. Had the Department followed
scrupulously the P.W.D. prescibed rate prevalent at that
time for selling of bamboos or ensured the market price,
the short levy of tax would not have occured.

2.5.8 The Committee therefore feels that the Department
should ensure the schedules rates from the P.W.D. and
examine market rate for the goods sold to determine the
value of sales for proper assessment of turnover of the

dealers to levy acurate sales tax.

Non-assessment of inter-State sale of declared goods.

9.6.1 Under the Assam purchagse Tax Act, 1967, jute, an
item of declared goods attracting levy under the Central
Sales Tax Act, is taxable at the point of last purchase in
the State by a dealer. The Act also provides that where
tax HKas been levied under a law of the State in respect of
sale or purchase inside the State of any declared goods
and such goods are sold in the course of inter-state trade
gr commerce, the tax so levied shall  be refunded to the
ealer.
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2.6.2 It was seen in the course of audit (October, 1981) of
the records of the Superintendent of Taxes, Guwahati
that a'dealer in jute was compulsorily registered as he
faild to apply for registration and submit = returns for
purchase tax, The turnover of the purchase of jute in the
State for the return periods ending 31st December, 1978
to 30th June. 1981 was determined at Rs.15,46,450 on the
basis of the declarations filed by the dealer in the check
post while transporting jute outside the State and a tax
of Rs.61,978 was levied under the Assam Purchase Tax
‘Act, 1967. ‘As the entire jute purchased in the State was
sold to an un-registered dealer out of the State, the trans-
saction should have also been assessed under the Central
Sales Tax Act, 1956 treating them sales to unregistered
dealers in the course of inter-State trade or commerce.
Tax levied under Central Sales Tax Act at the rate of
8 per cent works out to Rs. 1,23,596 after allowing a
refund of Rs. 61,978, as amount of purchase tax levied
on the turnover in the State, there was an under-assess-
ment of Rs. 61,978, Though the dealer had also failed to
apply for registration and submit returns, no penalty was
imposed as provided for in the Act. '

2.6.3 The Department in a written reply stated that it is
found on local enquiry and in the course of verification
of accounts under the Assam Purchase Tax Act, 1967 that
the despatches of jute by the dealer M/S Newrangrai
Jagdish Prasad to places outside Assam were occasioned
by reasons other than sales and the burden of proof
imposed upon the dealer under section 6A of the Central
Sales Tax -Act was dicharged by him by producing other
evidences such as, Copies of Agreements, Despatch parti-
culars; Advice notes, Commission Bills -etc. instead of
declarations in Form “F”. Since the goods were transfer-
red and not - sold in the course of inter State trade or
commerce; the dealer was not registered and assessed
under the Central Sales Tax Act, 1956. The Committee in
‘course of oral evidence desired to know as to whether
the Department would follow the blanket instruction of
of the Government of India or they would look after the
interest of the State in the issue of stock trar_lsfer, the
Financial Commissioner stated before the Committee that
the Central Sales Tax Act is an act of the Parliament and



oS T 34

- its - jurisdiction also covers our State. It is a fact
" ‘that taking advantage of stock transfer under the provi-
. sion of the Act, transaction of sales takes place off and on .
and as a result of that we are deprived of a sizeable portion -
of our revenue. We: have also taken up the matter with .
-thé Government of India along with other States for cer-*%

. tain modifications, As a matter of fact, there was once a
““conference at -the Union.Finance Minister’s level in this .
* connection, The conference was also attended by our Chief-
- Minister and Finance Minister, In the copfergnce different
_ points were put forward relating to this piece of legis- -~
" Iation. We have also placed our points along with other
- . States'so that we can -get a sizeable portion of revenue.

- MWe are vitally concerned about our three items, such as,"
- "Tea, Petroleum products and Plywood as these goods are:
- going out from our State. . - - -
-7 2.6.4 The Committee: understands that only the purchase -
. “tax was leviéd in the sale of Jutes outside the State to an -
 unregistered dedler without levying the central sales tax-
¥ - pesulting under . assessment of tax due. It has also beéen -
..+ found that though the dealer had failed to apply for regis--
© ‘tration and -submit returns as required under the provi-
- " siotis - of law, . the assessing officers did not impose; -
. -punishment as - provided in the Act. It appears to the
L . Comrhittee that the Department had not acted carefully
.. and failed to assess the entire turnover of sale of jute -
" outside the State which was resulted -~ huge loss to the
. State'exchaquer. = ' S

_ ;2.6.5 The Committee therefore recommends that Govern-
. tent. should ‘strickly. adhere to the provisions of law in
" .éSsessing the turnover of inter State sale of goods leaving - :
. -no room for under assessment of taxes. The Committee
2 - _-further recommends that responsibility should be fixed on.
. = . the officer/officers for non-imopsition of penalty for non- .-
S "-f-*s.l_l&:)m‘is'sion of returns by the dealers in the above sale of
ool Irtegular exemption : T
271 Under the. 'Assam (Finance) Sales Tax Act, - 1956,
- . _iron and steel, an item of decglared goods, is taxable at the
- -~ point of first sale in the State. The Act does not grant any

oo
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exemption for sales tax on the ground that raw materials
from which a commodity is produced hawve suffered tax.
The Supreme Court in State of Tamilnadu Vs, Pyarelal
Malhotra 37 (1976) S.T.C. 319 have also ruled that each
sub-item in an entry of declared goods, under section 14 of
the Central Sales Tax Act, 1956, is a separate taxable
commodity for the purpose of sales tax and the conversion
of one sub-item into another for sale would = attract tax
again even if the original material had alreads  been
subjected to tax as one of the sub-items,

2.7.2 In course of audit (December 1981) of the records of
the Superintendent of Taxes, Gauhati, it was noticed that
a dealer; in his return for the period ending 31st March
1978 tn 31st March 1979 claimed exemption for tax in
respect of his sales of mild steel (round) ° valued at
Rs.7,38.422 manufactured out of billets purchased locally
on the ground that the billets haqg already  suffered tax.
The claim was allowed by the department.

2.7.3 The erroneous exemption resulted in the forgoing of
revenue by way of sales tax of Rs.28,336 excluding the
element of interest. ‘

2.7.4 The Department in a written reply stated that the
original assessment of the dealer for the period ending
31st March, 1978 under the Assam Finance (Sales Tax)
Act 1956 has already been revised raising additional de-
mand of Rs.12,899.66 (Including interest). The dealer filed
an appeal against the revised assessment. The appeal was

rejected. ; .

2ahwhe case is now under revision. The dealer has
already paid Rs.2,500.00 vide Treasury challan' 96
dated 9th March 1984 out of Rs.12.899.66 in the meantime,

7.6 The original assessment for the period ending 30th
2Sre?p6tember ng78 is found to be in order. The dealer
contended to have purcrased finished goods such as M/S
Flats. M.S. Rounds ete. from M/S Tata Iron and Steel Co
Ltd. Guwahati on pavment of Assam Finance (Sales Tax)
during the period and claimed deduction of Rs.4,12,411.00
from the turncver for the period, as being sale-proceeds
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from those locally purchased goods. The claim was allowed
on the basis of documentary evidences produced. During
this period there was no claim for deduction o1 acCount of
sales ‘of finished goods manufatured by the. dealer from
savings in burning loss.

2.7.7 The original asstssment for the period ending 31st
March 1979 involving sale proceeds of goods manufactured
from savings in burning loss amounting to Rs 61,422.00
is in the proceess of setting aside under section--20 of the
Assam Finance (Sales Tax) Act, 1956 to pave the way for re-
assessment as in the case for the period ending 31st March
1978 as metioned above. ' '

9.7.8 The committe enquired as to the present position of.
the cage and the reason for non-finalising the same for the
last three years till the matter came up before the Public
Accounts Committee for consideration. The Dpartmental
withess stated before the committee during the  oral.
evidence that the original assessment of the dealer for the
period ending 31st March 1978 had already been revised.
The dealer had filed an appeal against the assessment.
Subsequently this was rejected, The case was, still under
revision, The dealer had so far made payment of Rs.2,55/-
out of Rs,12,900/-, The Departmental witness also deposed
before the committee that in respect of first ~ assessment
period after it was detected that the dealer had converted
a portion of his materials into billets, then he was found
liable to be taxed. So in respect of this period, = after
assessment, it was reopened and then the matter went ' to

the Appellate Assistant Commissioner, On the basis of .the.
judgement of the commissioner he had made Ssome pay-
ment and the balance was yet to be recovered. Therefore
this case was yet to be disposed of. The = Departmental
witness fuifhér added that the dealer wanted to change
the assessment. But it was difficult to reopen as he was
liable to tax in excess of what actually burnt. The Assistant
Commissioner had referred the case to the higher autho-
rity angd it was also yet to be finalised. @ When the
commissioner was asked as to why this was being consi-
dered for revision and whether it was done at the instance,
of the party on the officer, the Commissioner of Taxes
replied that it was done at the instance of the party.
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2.7.9 The committee has failed to appreciate the. argument,
advanced by. the Departmental witness and expressed.its
great  distress asto why the claim . of the dealer for
exemption, in, respect. of, sale of mild steel manufactured
out of the billets. purchased locally - was allowed. The .
committee also takes a serious view that the Department
has not pursued the case to recaver the.balance of the tax.
revenue sincerely and more vigorously which clearly
shaws. the . negligence._of the Government Department. ”!ﬂ

* 27,10, The, committee, therefare- recommends that respon- -
sipility, should be fixed, on, the officer/officers. on whose .-
laxity the.errgntous . exemption. was granted, resulting.
loss, of .salgs. tax revenue. The committee frirther hope that.
the, cases should be pursued. effectively. and.the balance-
- amount.of sales tax revenye recovered-. from the, default-
ting dealers. The action taken. in the. case should. be.
intimated to the committee within three months from the
date of presentation of this report; . - S

Nopsregistration. of dealers under, the.Assam Sales. Tax-
Agt- e ‘_ < .1,.: ISR e B . CN—nel )
2.8.1 Under the Asfam, sales = tax-Act, 1947, -a. dealer is
liable for registration. when his gross turnover--during -
any .year. exceeds Rs.12,000, (Rs.20,000. with, effect: from
the. year 1979580)., The: Act empoweys: the, Commnzissioner

of, Taxes te-register .a dealer. compulsoxily. if that.dealer

is found ligble for registration,but failed to apply. . .

-

2.8.2:;1t - wag. seen, in the;- office of the Suverirtendent of-
Taxes, Silchar- (March, - 1982) as . a result of. cross veri-
fication by Audit with the records of the Divisional
Forest Officer. Silchar that two persons who supplied
bambaos. worth. Rs.1,87,891- during the financial . year
1980-81to-the Divisional.- Forest. Officer, - Silchar. were.
nqt,,régistered ag.deplers - under. the Act- even,. though .in
each, case,the sales turnoyer, exceeded the exemption.
Limit of Rs.20,000.; Similarly, it - was.. seen- .in the same
office in April 1981, as a result of cross  verification, with,
the records. of .the.. Syperintendent . of, DistrictJail, Sil~
~ chay, that, a.person, ,who: . supplied canes.. worth-Rs.18,803.
in, \f9?3:79,_.-3%3.~3,6,668 in 1979-80 and . Rs..16;360:in.198Q- -

N —
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8_1'1'1:0‘1.Atl'ié District Jail, was not registered as a dealer un-
der the Act. Lack of necessary arrangement for com-

'~ miunication of informafion regarding - bulk suppliers, - by
‘Other departments of the - Government to the Sales Ta¥k

Department, and failure of the Sales Tax Department to

o get the suppliers registered compulsorily. resulted in non-.

_. levy of tax of Rs. 14,697 in these cases. .

2.8.3 On- this being pointed out in audit, the Superinten-
" .dent.of Taxes stated (March, 1982) that action was being
.. taken in the matter. The Department in a written reply
infarmed the Commiftee - that actually three persons
(nGt two persons-as. stated-in the Comptroller and Audi-
- tor General of India’s Report). supplied Bamboo to the
_ Forest. Department during the year 1980-8I. On enquiry
- it was found that they were only casual suppliers and
~-had no regular ¢ourse of business. - - S

'2.8.4 All these cases attracted . provisions under. the

.Government Notification . No.FTX.'23f1/76/84, _dated 6th
. December 1978. By this notification _it is obligatory on
the part of the purchiasing Govérnment Department/

Undertaking etc. to deduct Sales Taxes from thessup- '

- pliers’ Bills. But in- the -instant'cases it was not done

N . by the purchasing department, i.e. Forest Department.'

-2.8.5 However; on receipt of the information, -assessfentg
have already been completed , under section .19 of the
- . Assam Sales Tax Act. In respect of -the three dealers, the
tax (including intérest) was assessed at - Rs.3362.00 “NIL”

“NIL” for the period ending 30th September 1980 and
Rs. 7643.00, Rs. 1345.00, Rs.3043.00 for' the period ending
31th March 1981. Realisation of the tax is under process,. -

2.8:6 The Committee has found that as admitted in the
replies submitted to the Committee; three dealers were’
assessed Sales; Tax  at Rs.7643.00, Rs.1345.00 and
Rs.3043.00 for the period ending 31th March 1981 “'and
the realisation of these taxes were still under process. .

No action had yet been launc¢hed -to realise the taxes

from the dealer. The Committee is constrained to observe

-that the insincerity, negligence'of the concerned offi. .
- ¢ers have led to not only loss of Government revenue in . -

L3

o
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 the shape of Sales Tax but also, - encouraged the dealers
.‘not to'pay sales tax thereby evading assessment.. The Com~ -
mittee expresses its'serious concern on the inactiveness
of the tax officials in realising the -sales tax revenue due
R . - - (»’.;~
'2,8.7 The Committee therefore recommends that imme- = -
diate action should "be taken to - recover -the arrear tax
revenue already assessed from the three- dealers .and
result of the recovery intimated to the Committee within' -
. three months from the date of presentation of this report. -
- 2.8.8 In course of the examination of the audit paras con=
tained in the Report of the Comptroller-and Auditor Gene-
‘ral of India, the Committeée -has - come across a-very:per- .
“tinent. point. The various Government Departriients used - -
to receive different materials™ from- many supplier.s:_.and. .
the suppliers are liable to  pay sales tax as ‘envisaged
under the provisions of . the "Assam Sales Tax Act. All
these cases attracted Government - notification No.
FTX.234/76/34, dated 6th December, 1978, According to N
this Government Notification it is° obligatory for all |
- Government ' Departments/Government  ‘Undertakings to
deduct Sales Tax from their bills. But':_‘f_it“‘,appéar's.tha_.t
a few Government Departments have . exercised this-
practice of deducting sales tax from the dealers for- the . .
faterials  supplied by them. When the Committée wanted
to know as to when several Government Departmeénts fail-~ -
ed to strictly adhere tothe instructions made under this ‘
‘Government Notification and the - action, the Govern- |
- ment in the Finance Department, had taken against the . |
- defaulting Departments; the Financial Commissionér - in'~ .-
- his submission stated before the .Committee that “Asa ‘
" matter of fact, we have. taken -steps in. this direction. We . . ~
‘have given necessary instructions to - follow the notifica=-
tion properly which is obligatory on . the partof the - .
-GGovernment. Departments and other undertakings ete.” ‘ ‘
In an another - querry. as to whether the casual “sup~ .
- pliers are also liable to ~ be taxed, the Departmental =
e Committee “I am not going.

AY

witness deposed before th

Y
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to deny or to confirm that they are liable to be taxed
but what T mean to say is that the relevant Depart-
ment is to deduct the tax from the suppliers’ bill ac-
cording to the instructions issued by the department.”

2.8.9 The Committee is not satisfied with the submission
of the Government witnesses and stress - that the machi-
nery of ‘enforcing the instruction contained in the
‘Governnient Notification should™ he tightened ‘and made
absolutely effective to avoid loss of Government revenue.

2.8.10 The Committee therefore urge upon the Government
to ensure implementation. of the provision of above
mentioned Government Notification for assessment of
Sales Tax and deduction thereof by all Government
Departments/Government Public Undertakings to pre-
vent ‘évasion of Sales Tax.
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ANNEXURE : II

SUMMARY OF OBSERVATIUNS/RECOMMENDATIONS

lie.ercnce

= (2)

1.9

S

Ju—

Ohserva ions/Reconmendation

(2)

The Committee could not appreciate the
grounds adduced by the Departmental
witness in justification of the abnormally
very high wvariations and feels that such
veriations could take place due to the faulty
assessment  of estimates and actuals parti-
cularly for the year; 1980-81. Similarly the
variations of 36 percent for the years 1979-
80, 1980-81 and 1981-82 in respect of taxes
on  Agricultural income appears to be
unreasonable.

The Committee therefore recommends
that a thorough review should be made to
ascerfain the causes of abnormally high
variations between the budget estimates
and actuals for the purpose of taking je-
Amedial measures in future. Action taken
in this regards should be intimated ¢, the
Committee within three months

¢ _ from the
presentatiin of this report.
The Committee therefore recommends

that the pending cases should be
of as per. the target fixed and it should also
be examn}ed whether the I'GSI)OHSibilifxr of
the assessing officers to assess other taxes
such 2s  amusement tax, entertainment tax
may he entrusted to another set of 6mcel‘5
to streamline the finaneial :

i . : administration.
Action taken in this regards should be

intimated to the Committee within three
months from the presentation of this report.

disposed of
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Observarion:/R ccommendations

3) .

The Committee feels that the Government
should be more vigilant to see the progress

of tax assessment. The Committee therefore

recommends that Government should reorga-
nise the Tax assessment Cell of the Depart-
ment and put more emphasis on the detec-
tion of unavoidable assessment cases by
issuing appropriate direction to the assess-
ing officers and responsibility should be fixed
to officer/officers for intentionally dropping
the tax assessment cases. Action taken on
this should be intimated to the Committee
within three months from the date of pre-
sentation of this report.

The Committee was not covinced with
the reasons for not realising the tax evaded
as detected by the Department for such
large amount of money to the tune of 1.18
crores and expressed its anxiety over such
evasion of taxes. The Committee ther.efore
recommends that tax detection machinery
should be reoriented for maintaining a strict
vigilance if necessary by strengthening the
tax onforcement squad for the purpose of
doteotion of taxes and to clear up the huge

accumulation: of pending assessment cases.
The Committee further recommends that a
thorough enquiry should be made to ascer-
tain the cases leading to the evasion of
tax revenue to the tune of Rs.1.18 crores
and responsibility should be fixed on the
officer/officers on whose laxity Government
had to lose such colossal amount of tax
revenue, Action taken should he intimated to
the Committee within three months from
tht date of presentation of this report.
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Observations/Recommendations

3)

The Committee therefore recommends
that through review should be made by t_he
Department to ascertain the causes of in-
crease arrears and intimate the steps taken
to arrest such steep arrear in future.

The Committee expressed great anxiety
for huge arrears of audit objections and
inspection notes involving a sum of Rs.468
crores and felt that the arrangement repor-
ted to have been ‘made by the Finance
Department in setting up Audit Committee
for expenditious disposal of these objections
should be vigorously pursued.

The Committee therefore recommends
that Finance Department should constitute
the Audit Committees consisting of the
Departmental Representatives, Representa-
tive of the Finance Department and the
Representative of the Accountant General
having sufficient delegation of powers to drop
the objections on the spot, Such Aundit Com- -
mittee should not be come fundus offices
after clearance of the arrear audit obhjections

_but shpuld continue to function as monitor-
ng unit in future.

The Committee therefore recommends
that organisational Structure of the Recovery
Branch should bhe reviewed with immediate
cffect and steps taken to strengthen the
Depart.ment _should be intimated to the
Committee within three months from the
dqte of‘presentation of this report. The Com-
mittee further recommends that the proposed
incentive scheme if considered assential to
activise the Department should be imple-
mented early. Action taken in this regard
shonld be intimated to the Committee wit-

hin three months from the date of presenta-
{ion of this report.
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Observations/Rccomme..dations

(3

The Committee was very much distres-
sed to note that the Dtpartment esstrusted
the responsibility of recovering arrear
revenue without fixing any limit or laying
down a target for each officer to judge the
performance, Nor was any attempt being
made by the Depariment to delegate powers
to write off pretty dues.

It was found during the course of
examination that out of the total of arrear
amount to be recovered only 16 per cent
of ihe recovery was effected. The Committee
expresses its great concern over the huge
arrear of taxes pending for collection for
long years and deplores that the Depart-
ment had not taken up the matter of recovery
from the dealers in right directions. The
Committee therefore recommends that the
Government should formulate a new devic
to expedite the cases of recovery and take
effective steps to minimise the pending
recovery -ases. The Committee also suggests
that Government should examine the delega-
tion of powers to be given to tax officer or
Recovery officers to write off pretty arrear
tax dues for better concentration in the huge
recavery cases pending for long years.

The Committee finds that no action was
initiated in the above cases to recover the
arrear tax dues since December, 1981 as a
result of which there was a definite loss to
the revenue to the State, The Committee
has also noticed that the working of the
Recm:er_v Branch has not run according to
the aims and objectives for which it was
cveated. The Committee therefore recom-
'ﬂwm‘:r that the Recovery Branch should
examine preparation of its mannual spel-
ling out procedures to he followed and for
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Observations/Reccommendations

3)

laying down effective system of control over
work. The Committee further recommends
that to speed up the recovery of arrear
dues and launching timely recovery work
greater co-ordination between the Tax Offi-
cers of the unit and the officers of the Re-
covery should be ensured. :

The Committee is however not convinced
with the reasons advanced by the Depart-
ment both in written and in oral in respect
of declaration in Form °C’ by dealers and
records kept by the office of the Superinten-
dent of Taxes, Guwahati to that effect which

resulted under-assessment of an amount  in
the tune of Rs. 94, 734/- °

A

The Committee therefore recommends
ﬂ_]at.all assessment  orders should be un-
amhlg}mus and - clear, All declarations in
Form C’ should be recorded and made avai-
!ab‘e, In  assessment orders which should
invariably be should to audit in future.

The Committee therefore feels that the
Government  should examine afresh the
issue of the concessiong granted to goods sold
in Arunachal Pradesh, Mizoram and Megha-

laya. so that substantia] amount of money on

exempted goods gsold tq these States are

prevented from leakage.

The Committee therefore feels that the
Department should: ensure the schedules
rates from the PW.D and examine market
rate for the goods sold tgo determine the value

of sales for proper assessment of turn over
of the dealers to levy acurate sales tax.
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Observations/Recommendations

3)

The Committee thtrefore recommends
that Government should strickly adhere to
the privisions of law in assessing the turn-
over of inter State Scle of goods leaving no
room for underassessment of taxes. The
Committee further recommends that respon-
sibility should be fixed on the Officer/Offi-
cers for non-imposition of penalty for non-
submission of returns by the dealers in the
above sale of jute.

The Commitiee has failed to appreciate
the argument advanced by the Depart-
mental witness and expressed its great
distress as to why the claim of the dealer
for examption in respect of sale of mild
steel manufactured out of the billets"
purchased locally was allowed. The Com-
mittee also takes a serious view that the
Department has not pursued the case to
recover the balance of the tax revenue
sincerely and more vigorously which clearly
shows the negligence of the Government
Department.

The Committee therefore recommends
ihat responsibility should be fixed on the
Officer/Officers on whose laxity the errone.
ous exemption was granted resulting loss of
sales tax revenue. The Committee further
hones that the cases should be persued effecti-
vely and the balance amount of sales tax
revenue recovered from the defaultting
dealers. The action taken in the case should
he intimated to the Committee within threg
months from the date of presentation of thig
report.

~ The Con_nmittee has found that as admitteg
in the replies submitted to the Committee
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Ob ervations/Rccommendations

3

three dealers were assessed. Sales Tax at

" Rs.7643.00, Rs. 1345:00 and Rs. 3043-00 for

ZiE et
22. 2.8.9
23. 2.8.10

the period ending 31.3.81 and the realisation
of these taxes were still under process. No
action had yet been launched to real_ise th.e
taxes from the dealer. The Committee 1s
constrained fo observe that the insincerity,
negligence of the concerned officers have lf'id
to not only loss of Government revenue 1n
the shape of Sales Tex but also encouraged
the dealers not to pay sales tax thereby eva-
ding assessment. The Committee expresses its
serious concern on the inactivenes of the tax
officials in realising the sales tax revenue due
in time.

The Committee therefore recommends
that immediate action should be taken to
recover the arrear tax revenue already
assessed from the three dealers and result of
the recovery intimated +to the Committee
within three months from the date of presen-
tation of this report.

The Committee is not satisfied with the
submission of the Government witnesses and
stresses that the machinery of enforceing the
instruction contained in° the Government
Notification should be tightened and made
absolutely effective to avoid loss of Govern-

. ment revenue.

The Comittee therefore urges upon the
Government to ensure implemention of the
provision of above mentioned Government
Notification for assessment of Sales Tax and
deduction thereof by all Government Depart-
ments/Government Public Undertakings to

prevent evasion of Sales Tax.

AGP. (L. A.) I 66/87—350—9-10-87.



