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1. I N F O R M A T I O N  S Y S T E M  F O R  S T A T E  T A X E S  IN G U J A R A T

1.1 B a c k g r o u n d

1 . 1. 1 In 1 9 7 8 ,  t he  G o v e r n m e n t  of G u j a r a t  c o n 

s t i t u t e d  the G u j a r a t  T a x a t i o n  E n q u i r y  C o m m i s s i o n  u n d e r  

the C h a i r m a n s h i p  of Dr. R.J. C h e l l i a h  fo r r e v i e w i n g  the 

e x i s t i n g  t a x a t i o n  s t r u c t u r e  in the St a t e  and s u g g e s t i n g  

r a t i o n a l i s a t i o n  and m o d i f i c a t i o n  of the e x i s t i n g  t a xe s 

as w e l l  as p r o p o s i n g  n e w  t a x e s ,  if n e e d e d ,  for r a i s i n g  

a d d i t i o n a l  r e s o u r c e s  for the d e v e l o p m e n t  p r o g r a m m e  of 

th e S t a t e .  T h e  C o m m i s s i o n  w a s  a l s o ,  i n t e r  a l i a , 

r e q u i r e d  to s u g g e s t  w a y s  and m e a n s  of i m p r o v i n g  tax a d 

m i n i s t r a t i o n  in the S t a t e  w i t h  a v i e w  to e x p e d i t i n g  

a s s e s s m e n t ,  a p p e a l  a n d  o t h e r  p r o c e d u r e s  u n d e r  t h e  

v a r i o u s  l aw s  so as to e n s u r e  m a x i m u m  s a t i s f a c t i o n  and 

l e a s t  i n c o n v e n i e n c e  to the t a x p a y e r s ,  k e e p i n g  in v i e w  

the n e e d  for e c o n o m y  c o n s i s t e n t  w i t h  e f f i c i e n c y .

1 . 1 . 2  A f t e r  a c o m p r e h e n s i v e  i n q u i r y ,  the C o m m i s s i o n

f u r n i s h e d  a d e t a i l e d  r e p o r t  to the G o v e r n m e n t  on J u l y  

17, 198 0 s u g g e s t i n g  a n u m b e r  of r e f o r m s  to the tax s y s 

t em  in the State'*'.

1 . 2  N e e d  f o r  a S c i e n t i f i c  I n f o r m a t i o n  S y s t e m

1.2.1 In the c o u r s e  of its i n q u i r y  the C o m m i s s i o n

a l s o  c o n s i d e r e d  the n e e d  for an e f f i c i e n t  i n f o r m a t i o n  

s y s t e m  for the S t a t e  t a x e s  as m o d e r n  m a n a g e m e n t  t h e o r y
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c o n s i d e r s  the b u i l d i n g  up of an i n f o r m a t i o n  s y s t e m  e s 

s e n t i a l  to s c i e n t i f i c  m a n a g e m e n t  and a d m i n i s t r a t i o n .  

Th e  o b j e c t  of b u i l d i n g  up an i n f o r m a t i o n  s y s t e m  on 

t a x e s  are:

(a) to e n a b l e  an a n a l y s i s  of the e c o n o m i c  i m p a c t  
of the t a x e s  c o n c e r n e d ;

( b) to p r o v i d e  the b a s i s  for p o l i c y  f o r m u l a t i o n  
( e . g. , f i n d i n g  out on the b a s i s  of c o l l e c t e d  

d a t a  w h a t  w o u l d  be the r e v e n u e  and o t h e r  c o n 

s e q u e n c e s  of p r o p o s e d  c h a n g e s  or w h a t  c h a n g e s  
a r e  i n d i c a t e d  to a c h i e v e  g i v e n  o b j e c t i v e s ) ;  
and

(c) to m a k e  p o s s i b l e  e v a l u a t i o n  of a c t u a l  o p e r a 
t i o n  and e n f o r c e m e n t  of the taxes.

K e e p i n g  t h e s e  b r o a d  o b j e c t i v e s  in v i e w ,  the C o m m i s s i o n  

e x a m i n e d  as to w h a t  k i n d  of i n f o r m a t i o n  s y s t e m  s h o u l d  

be b u i l t  up an d w h a t  w a s  the b e s t  m e a n s  of d o i n g  it.

1 . 2 . 2  A s  t he  C o m m i s s i o n  w a s  p r i m a r i l y  c o n c e r n e d

w i t h  s u g g e s t i n g  s t r u c t u r a l  r e f o r m s  in r e s p e c t  of the 

s e v e r a l  S t a t e  ta xes , it c o u l d  o n l y  b r i e f l y  i n d i c a t e  in 

its R e p o r t  t he  a s p e c t s  on w h i c h  i n f o r m a t i o n  n e e d s  to be 

c o l l e c t e d  a n d  m a i n t a i n e d  u p - t o - d a t e .  The C o m m i s s i o n

s u g g e s t e d  the f o l l o w i n g  a p p r o a c h  to r e f o r m i n g  the in-
2

f o r m a t i o n  s y s t e m :

(i) In r e s p e c t  of e a c h  tax the i n f o r m a t i o n  to be
c o l l e c t e d  m a y  be d i v i d e d  i n t o  tw o  m a j o r  

h e a d s :  the b as e of the tax and its s t r u c t u r e

a n d  o p e r a t i o n s .

(ii) It is i m p o r t a n t  to d e v i s e  the f o r m s  in w h i c h

r e t u r n s  a r e  s u b m i t t e d  in s u c h  a w a y  as to 

e n a b l e  t h e  t a x  d e p a r t m e n t  to o b t a i n  t h e

2



n e e d e d  i n f o r m a t i o n  w i t h o u t  p l a c i n g  u n d u e  
s t r a i n  on the t a x p a y e r s .  It is e s s e n t i a l  to 
p l a c e  a d e q u a t e l y  t r a i n e d  s t a t i s t i c a l  p e r s o n 
nel in the u n it  and d i v i s i o n a l  o f f i c e s  w h o s e  

m a i n  d u t y  w o u l d  be to c o l l e c t  and c o l l a t e  i n 
f o r m a t i o n  w h i c h  w o u l d  t h e n  be p a s s e d  on to 
the h e a d q u a r t e r  or the c o m p u t e r  c e n t r e .

(iii) In c o u r s e  of time the g r e a t e r  pa rt  of the i n 

f o r m a t i o n  c o l l e c t e d  on v a r i o u s  t a x e s  c o u l d  be 
put on the c o m p u t e r .  It w o u l d  be n e c e s s a r y  
for the tax d e p a r t m e n t s  to w o r k  c l o s e l y  w i t h  
t a x  e c o n o m i s t s  o r  i n s t i t u t i o n s  w h i c h  h a v e  
b u i l t  up e x p e r t i s e  in th e e c o n o m i c s  a n d  
p o l i c y  a s p e c t s  of t a x a t i o n  for d e c i d i n g  on 
the m a g n i t u d e  of the d a t a  to be s t o r e d ,  the 

n a t u r e  of the d a t a  and the k i n d  of r e s u l t s  
tha t a r e  e x p e c t e d .

1.3 G e n e s i s  of the P r e s e n t  S t u d y

1. 3 . 1  In M a y  1981, the G o v e r n m e n t  of G u j a r a t  a p 

p r o a c h e d  the N I P F P  e n q u i r i n g  w h e t h e r  it w o u l d  be a b l e  

to a s s i s t  the S t a t e  G o v e r n m e n t  in d e s i g n i n g  a s u i t a b l e  

i n f o r m a t i o n  s y s t e m  for the S t at e t a x e s  a nd  als o in u n 

d e r t a k i n g  a s u r v e y  to d e t e r m i n e  the e x t e n t  of e v a s i o n

of e n t e r t a i n m e n t  tax in the St a t e ,  in the l i g h t  of the

3 • •r e c o m m e n d a t i o n s  of the C o m m i s s i o n  • A p r o p o s a l  in this

r e s p e c t  w a s  s u b m i t t e d  to the G o v e r n m e n t  of G u j a r a t  in 

J u l y  1 9 8 1 4 .

1 .3 . 2  The p r o p o s a l ,  h o w e v e r ,  r e m a i n e d  d o r m a n t  for

c e r t a i n  r e a s o n s  till a r e v i s e d  p r o p o s a l  wa s  s e n t  in 

J u l y  1987 . In a c c o r d a n c e  w i t h  the r e v i s e d  p r o p o s a l ,

the p r e s e n t  s t u d y  a i m e d  at d e s i g n i n g  an i n f o r m a t i o n  

s y s t e m  fo r the f o l l o w i n g  t a x e s  w a s  t a k e n  up.
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1. P r o f e s s i o n  tax

2. E n t e r t a i n m e n t  tax

3. S t a m p  d u t y  and r e g i s t r a t i o n  fees

4. E l e c t r i c i t y  d u t y

5. M o t o r  v e h i c l e s ,  p a s s e n g e r s  and g o o d s  tax

T h e s e  t a xe s  t a k e n  t o g e t h e r  a c c o u n t  for a b o u t  26 per

c e n t  of the S t a t e s '  own tax r e v e n u e  in the f i n a n c i a l

y e a r  1 9 8 6 - 8 7  ( T a b l e  1). M o r e  d i s a g g r e g a t e d  r e v e n u e  

f i g u r e s  p e r t a i n i n g  to t h e s e  s e l e c t e d  t a x e s  and t h e i r  

s h a r e s  in the S t a t e s '  own t ax  r e v e n u e s  for the y e a r s  

1 9 8 0 - 8 1  t h r o u g h  1 9 8 6 - 8 7  are  g i v e n  in T a b l e  2.

1 . 4  S c o p e  a n d  M e t h o d o l o g y  of t h e  P r e s e n t  S t u d y

1.4. 1 We h a v e  n o t  g o n e  in to  the s t r u c t u r e  of the

a b o v e  t a x e s  as t h a t  h a s  b e e n  d o n e  in d e t a i l  by th e

G u j a r a t  T a x a t i o n  E n q u i r y  C o m m i s s i o n  and the p r e s e n t  

s t u d y  is m e r e l y  an o f f s h o o t  of one of t h e i r  r e c o m m e n d a 

ti ons. We hav e,  a c c o r d i n g l y ,  c o n f i n e d  our a t t e n t i o n  to 

the d e s i g n i n g  of i n f o r m a t i o n  s y s t e m s  t a i l o r e d  to the 

n e e d s  of the e x i s t i n g  tax s t r u c t u r e s .  We h a v e  a l s o  

d e a l t  w i t h  e a c h  of the a b o v e  t a x e s  i n d e p e n d e n t l y  as, 

t h e y  a r e  n o t  a l l  a d m i n i s t e r e d  b y  o n e  a n d  t h e  s a m e  

d e p a r t m e n t  and f u r t h e r  h a v e  l i t t l e  in c o m m o n  in r e g a r d  

to t h e i r  n a t u r e  and i n c i d e n c e  and h e n c e  in r e g a r d  to 

t h e i r  i n f o r m a t i o n  g e n e r a t i o n  or n e e d s .  Of c o u r s e ,  

t h e r e  a re  c e r t a i n  m e e t i n g  p o i n t s .  F o r  e x a m p l e ,  d e a l e r s  

u n d e r  the S a l e s  T ax  A c t  f o r m  a s e p a r a t e  s u b - c a t e g o r y  

f o r  t h e  l e v y  o f P r o f e s s i o n  T a x .  S i m i l a r l y ,  p e r m i t
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h o l d e r s  u n d e r  the M o t o r  V e h i c l e s  T ax  f o rm  a n o t h e r  d i s 

t i n c t  s u b - c a t e g o r y  for P r o f e s s i o n  Tax. H e n c e ,  i n f o r m a 

t i o n  r e l a t i n g  to e v a s i o n  u n d e r  one tax c a n  be u s e f u l  

f o r  d e t e c t i n g  e v a s i o n  u n d e r  a n o t h e r .  E v e n  then, the 

i n f o r m a t i o n  s y s t e m s  can  be ke pt  d i s t i n c t  w i t h  a d e q u a t e  

a r r a n g e m e n t s  for e x c h a n g e  of r e l e v a n t  i n f o r m a t i o n  b e 

t w e e n  o f f i c e r s  a d m i n i s t e r i n g  d i f f e r e n t  taxes . We h a v e  

k e p t  thi s a s p e c t  in v i e w  w h i l e  d e s i g n i n g  the p r o p o s e d  

s y s t e m .

1 . 4 . 2  We h av e s t u d i e d  in d e t a i l  the type of i n f o r 

m a t i o n  th at  is b e i n g  g e n e r a t e d  u n d e r  the e x i s t i n g  s y s 

tem and r e d e s i g n e d  some of the i n p u t s  w i t h  a v i e w  to 

m a k i n g  t h e m  m o r e  e a s i l y  a m e n a b l e  to d a t a  p r o c e s s i n g .  

To the e x t e n t  p o s s i b l e ,  we h a v e  r e f r a i n e d  f r o m  s u g g e s t 

ing  e n t i r e l y  n e w  or a d d i t i o n a l  i n p u t s  as th at  w o u l d  be 

r e s i s t e d  by t a x p a y e r s  and tax a d m i n i s t r a t o r s  a l i k e .  The 

c o s  t - b e n e f  it l i n k  h a s  a l s o  b e e n  k e p t  in m i n d .  In 

r e g a r d  to som e of the t a xes  w h e r e  the tax p o t e n t i a l  per 

tax p a y e r  is l i m i t e d ,  t h e r e  w i l l  be no p u r p o s e  in i n 

d u c t i n g  a d d i t i o n a l  m a n p o w e r  e i t h e r  fo r a d m i n i s t e r i n g  

the tax  or for o p e r a t i n g  the i n f o r m a t i o n  s y s t e m .

1 . 4 . 3  W h i l e  d e s i g n i n g  the s y s t e m ,  we h a v e  k e p t  in 

v i e w  the u s e  of the c o m p u t e r  for o p e r a t i n g  it. W h i l e  

the s y s t e m  m a y  be w o r k e d  m a n u a l l y  i n i t i a l l y ,  t h e r e  wil l 

be no d i f f i c u l t y  in i n d u c t i n g  the c o m p u t e r  in one or 

m o r e  a r e a s  of o p e r a t i o n  w i t h o u t  a n y  c h a n g e  in  it s  

s c h e m e .  We a r e  i n d i c a t i n g  l a t e r  the p r i o r i t i e s  for 

c o m p u t e r i s a t i o n .
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1- 4 . 4  We h a v e  n ot  e x a m i n e d  the m a n p o w e r  n e e d s  - q u a l i t a 

tive or q u a n t i t a t i v e  - for w o r k i n g  the i n f o r m a t i o n  s y s t e m  

w h i c h  we h a v e  d e s i g n e d .  We c o n s i d e r  that this is bes t lef t 

to the D e p a r t m e n t  i t s e l f  w h i c h  o n l y  k n o w s  the p o t e n t i a l i t i e s  

of and g a p s  in the e x i s t i n g  m a n p o w e r  r e s o u r c e s .  An y a d d i 

t i o n a l  s t a f f  r e c r u i t e d  for o p e r a t i n g  the s y s t e m s  m a n u a l l y  in 

the i n i t i a l  s t a g e s  m a y  be r e n d e r e d  s u r p l u s  w h e n  c o m p u t e r s  

ar e i n d u c t e d ;  an d  t h a t  w o u l d  c r e a t e  p r o b l e m s .  T h e r e  c a n  be 

no t o n l y  n u m e r i c a l  r e d u n d a n c y  but a l so  r e d u n d a n c y  of s k i l l s  

in the w a k e  of t e c h n o l o g i c a l  i m p r o v e m e n t s .  For i n s t a n c e ,  in 

some S t a t e s  p u n c h  c a r d  o p e r a t o r s  r e c r u i t e d  a d e c a d e  b a c k  are 

r e p o r t e d  to be s i t t i n g  i d l e  as t h e y  c a n  n e i t h e r  be 

r e t r e n c h e d  n o r  d i v e r t e d  to o t h e r  jobs. We h a v e  a l so  t a k e n  

c a r e  in d e s i g n i n g  the i n f o r m a t i o n  s y s t e m  so as no t to c r e a t e  

any s u b s t a n t i a l  a d d i t i o n a l  w o r k l o a d  c a l l i n g  f o r  an y m a j o r  

a u g m e n t a t i o n  of t h e  e x i s t i n g  s t a f f .  We f e e l  t h a t  w i t h  

s u i t a b l e  r e d e p l o y m e n t  of the s t a f f  a n d  e l i m i n a t i o n  of 

u n p r o d u c t i v e  w o r k ,  it s h o u l d  be p o s s i b l e  to i n t r o d u c e  a 

s c i e n t i f i c  i n f o r m a t i o n  s y s t e m  w i t h o u t  t a k i n g  on a d d i t i o n a l  

st aff . In f a c t ,  so me  of our s u g g e s t i o n s  ar e a i m e d  at r e d u c 

ing the m a n p o w e r  n e e d s .

1 . 4. 5  F o r  r e a s o n s  m e n t i o n e d  e a r l i e r ,  n a m e l y ,  t h at  t h e r e

is l i t t l e  d i r e c t  l i n k  b e t w e e n  the d i f f e r e n t  S t a t e  ta xe s,  we 

t h o u g h t  it p r o p e r  to f u r n i s h  the r e p o r t  in r e s p e c t  of e a c h  

tax s e p a r a t e l y  in the s h a p e  of an i n t e r i m  r e p o r t  as s o o n  as 

the p a r t i c u l a r  s t u d y  is c o m p l e t e d .  T h a t  w o u l d  a l so  h e l p  

e a r l y  i m p l e m e n t a t i o n .  The F i r s t  I n t e r i m  R e p o r t  d e a l s  w i t h  

i n f o r m a t i o n  s y s t e m  fo r P r o f e s s i o n  Tax.
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T A B L E  1

R e v e n u e  F r o m  S t a t e  T a x e s  in G u j a r a t  
( 1 9 8 0 - 8 1 ,  1 9 8 4 - 8 5  a n d  1 9 8 6 - 8 7 )

(Rs l a k h ) 

“1 9 8 0 - 8  1 " 19 8 4-"85 T  9 8 6 - 1 H

P r o f e s s i o n  tax 793 1597 215 2

(1 -49) (1.63 ) ( 1. 70 )

La n d r e v e n u e 1292 1702 2114

(2 .4 3) (1.74 ) (1.67)

S t a m p d u t y  and r e g i s t r a t i o n  fee s 29 48 4 3 8 7 5 2 8 4

(5 .5 5) ( 4 .4 8) (4.18)

S t a t e e x c i s e 345 455 647

(0.65) ( 0. 46 ) (0.51)

Sa l e s tax 3 5 3 8 5 6 0 9 4 3 8 6 4 5 0
( 6 6 . 6 4 ) ( 6 2 . 1 8 ) (68 . 4 0 )

T a x e s on v e h i c l e s 222 6 3 9 0 8 5 3 4 0

( 4. 19 ) ( 3. 99 ) (4.22)

T a x e s on g o o d s  and p a s s e n g e r s 3401 6719 539 2

( 6. 40) ( 6. 86) (4.27)

T a x e s and d u t i e s  on e l e c t r i c i t y 3622 1082 1 113 92

( 6. 82) (11 .04) (9.01)

E n t e r t a i n m e n t  tax 2101 4 0 70 3 777

(3.96) (4 .15) (2 .9 9)

O t h e r t a x e s  and d u t i e s 989 3401 3 8 5 6
(1 .8 7) (3 .4 7) (3 .05)

T o t a l of S t a t e  t axe s 5 3 1 0 2 9 8 0 0 3 1 2 6 4 0 4

No t e :  F i g u r e s  w i t h i n  p a r e n t h e s e s  S o u r c e :  G o v e r n m e n t  of G u j a r a t ,

ar e p e r c e n t a g e s  of to t a l  S t a t e  B u d g e t  D o c u m e n t s
t axe s .



TA H K  2

Revenue Fran Selected State Tmes 
(Gujarat)

(Rs lakh)

Years . Hon Registr- 

judicial ation 
stanp fees 

duties

Total

(2+3)

Electri- Profess- Enter- Motor Passen- Goods Total 

city ion tax tainment vehicles gers tax tax (8+9+10) 
duty tax tax

Total Own tax 

revenue revenue of 

from sele-the State 

cted taxes

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13)

1980-61 2594
(4.88)

164
(0.31)

2758
(5.19)

3622
(6.82)

793
(1.49)

2125
(4.00)

2218
(4.18)

3152

(5.%)

480
(0.90)

5850
(11.02)

15148
(28.52)

53102

1981-82 3271
(4.95)

211
(0.32)

3482
(5.27)

5127

(7.76)
915
(1.39)

2806
(4.25)

2594
(3.93)

1197

(1.81)

634
(0.%)

4425
(6.70)

16755
(25.37)

66062

1982-83 3355
(4.40)

205
(0.27)

3560
(4.67)

6240
(8.18)

1079
(1.41)

3191
(4.18)

3140
(4.12)

4639
(6.08)

726
(0.95)

8505

(11.15)
22575
(29.59)

76303

1983-84 34m
(3.87)

235
(0.26)

3639
(4.14)

8090
(9.20)

1307

(1.49)
3813
(4.34)

3587
(4.08)

7528
(8.56)

805
(0.92)

11920
(13.56)

28769
(32.73)

87905

1984-85 3703
(3.78)

308
(0.31)

4011
(4.09)

10127
(10.33)

1547
(1.58)

4070
(4.15)

3944
(4.02)

5861
(5.98)

862
(0.88)

10667
(10.88)

30422
(31.03)

98002

1985-86 3764
(3.50)

264
(0.25)

4028

(3.75)

9941
(9.25)

1808
(1.68)

4010
(3.73)

4133
(3.84)

5124
(4.77)

1065
(0.99)

10322
(9.60)

30109

(28.01)

107500

1986-87 4483

(3.55)

341
(0.27)

4824

(3.82)

11321

(8.96)

2938

(2.32)

3777

(2.99)

5343

(4.23)

4278

(3.38)

1121

(0.89)

10742

(8.50)

33602

(26.59)

126404

Notes: 1. In certain cases figures reported in this Table Sources. 1. Government of Gujarat, Various Departments and Budget

may slightly vary frcm the corresponding figures Docunents.
quoted in Table 1 due to difference in the sources 2. Reserve Bank of India, Reserve Bank of India Bulletins
of data. (for figures of own tax revalue).

2. Figures within parentheses are percentages of the 
States own tax revenues.



2. I N F O R M A T I O N  S Y S T E M  R E L A T I N G  TO P R O F E S S I O N  T A X

2.1 S t r u c t u r e  of t h e  tax

2 . 1 . 1  A t a x  on  p r o f e s s i o n s ,  t r a d e s ,  c a l l i n g s  a n d

e m p l o y m e n t s  is b e i n g  l e v i e d  in G u j a r a t  f r o m  1 . 4 . 1 9 7 6  

u n d e r  the G u j a r a t  S t a t e  T a x  on P r o f e s s i o n s ,  T r a d e s ,

C a l l i n g s  and E m p l o y m e n t s  Ac t,  197 6 ( P r e s i d e n t ' s  Ac t  11 

of 19 7 6 )  (PT A f o r  s h o r t ) .  T he  tax f a l l s  u n d e r  e n t r y  60

of L i s t  II ( S t a t e  L i s t )  of the 7 t h  S c h e d u l e  to the C o n 

s t i t u t i o n  of I n d i a  a n d ,  u n d e r  A r t i c l e  2 7 6 ,  th e  a g 

g r e g a t e  l i a b i l i t y  in r e s p e c t  of s u c h  tax on a n y  t a x 

p a y e r  is l i m i t e d  to Rs. 250 in a y e ar . T h i s  l i m i t  is 

h o w e v e r ,  s o u g h t  to be r a i s e d  to Rs 2 5 0 0 / -  by the 6 0 t h  

A m e n d m e n t  to the C o n s t i t u t i o n .

(i) C a t e g o r i e s  of t a x p a y e r s  a n d  r a t e s  of t a x

2 . 1 . 2  T h e  s t r u c t u r e  of t h e  t a x  is f a i r l y  s i m p l e .

T a x p a y e r s  a r e  g r o u p e d  i n t o  two b r o a d  g r o u p s ,  n a m e l y  (i) 

t h o s e  in e m p l o y m e n t ,  wh o are  n o t  r e q u i r e d  to pa y  the

tax d i r e c t l y  but t h e i r  e m p l o y e r s  a re r e q u i r e d  to d e d u c t  

the tax at s o u r c e  and p ay it on t h e i r  b e h a l f  in  a r e p 

r e s e n t a t i v e  c a p a c i t y  an d (ii) o t h e r s  e n g a g e d  in p r o f e s 

s i o n s ,  t r a d e s  a n d  c a l l i n g s  w h o  h a v e  to p a y  t h e  t a x  

d i r e c t l y ^ -. E m p l o y e r s  th us  a r e  r e q u i r e d  to p a y  the tax 

in d u a l  c a p a c i t y  - in a r e p r e s e n t a t i v e  c a p a c i t y  on  b e 
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h a l f  of t h e i r  e m p l o y e e s  a n d  d i r e c t l y  in r e s p e c t  of 

t h e i r  own p r o f e s s i o n ,  t r a d e  or c a l l i n g .

2 . 1 . 3  F or tho se  in e m p l o y m e n t ,  t h e r e  is a g r a d u a t e d  

s c a l e  of tax a c c o r d i n g  to the m o n t h l y  s a l a r y  or w a g e s  

d r a w n  by them. E m p l o y e e s  w h o s e  m o n t h l y  s a l a r i e s  or 

w a g e s  a r e  l e s s  t h a n  R s . 1 0 0 0  do not h a v e  to pay a n y  tax. 

T h o s e  in the m o n t h l y  s a l a r i e s / w a g e s  r a n g e  R s . 1 0 0 0  to 

Rs . 1 500 ar e  r e q u i r e d  to pay R s . 1 0  pe r m o n t h ;  t h o s e  in 

the R s . 1 5 0 0  to R s . 2 0 0 0  r a ng e,  R s . 1 5  pe r  m o n t h  and t h os e
O

d r a w i n g  R s . 2 0 0 0  or m o r e  R s . 2 0  pe r m o n t h  . For thi s 

p u r p o s e  s a l a r y  or w a g e  i n c l u d e s  p a y  or w a g e s ,  d e a r n e s s  

a l l o w a n c e  a n d  all o t h e r  r e m u n e r a t i o n s  r e c e i v e d  by a ny  

p e r s o n  on a r e g u l a r  b a s i s ,  w h e t h e r  p a y a b l e  in c a s h  or 

k i n d  and a l s o  i n c l u d e s  p e r q u i s i t e s  and p r o f i t s  in l i e u  

of s a l a r y  as d e f i n e d  in s e c t i o n  17 of the I n c o m e - t a x  

Act , 1961 . Thus, w h a t  is r e l e v a n t  for p r o f e s s i o n  tax 

is the g r o s s  s a l a r y .  N o n e  of the d e d u c t i o n s  and e x e m p 

t i o n s  a l l o w e d  u n d e r  the I n c o m e - t a x  A c t  w h i l e  c o m p u t i n g  

s a l a r y  i n c o m e  or total i n c o m e  h a v e  a n y  r e l e v a n c e .

2 . 1 . 4  F o r  th e s e c o n d  c a t e g o r y ,  t h a t  is, t a x p a y e r s  

o t h e r  t h a n  t h o s e  in e m p l o y m e n t ,  ta x is l e v i e d  m o r e  or 

l e s s  on a p r e s u m p t i v e  b a si s.  W h a t  d e t e r m i n e s  the s c a l e  

of t a x  is n o t  t h e i r  a c t u a l  i n c o m e s  b u t  a n  a s s u m e d  

p o t e n t i a l  l i n k e d  to t h e i r  s t a n d i n g  in the p r o f e s s i o n  or 

o c c u p a t i o n  or the s i z e  and l o c a t i o n  of t h e i r  v e n t u r e .  

T h e  s e c o n d  c a t e g o r y  is d i v i d e d  i n t o  e i g h t  s u b 

c a t e g o r i e s  for s u c h  g r o u p i n g .
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2 . 1 . 5  The f i r s t  s u b - c a t e g o r y  c o n s i s t s  of p e r s o n s  e n 

g a g e d  in the l e a r n e d  p r o f e s s i o n s ,  n a m e l y ,  l e g a l ,  m e d i 

cal, e n g i n e e r i n g ,  a c c o u n t a n c y ,  e t c . ,  and a l s o  i n s u r a n c e  

a g e n t s  a n d  the l i k e  and p l u m b e r s .  T a x  iE payable* o n l y  

by  p e r s o n s  w h o s e  s t a n d i n g  in the p r o f e s s i o n  or c a l l i n g  

in a c i t y ,  m u n i c i p a l  b o r o u g h  or l o c a l  a r e a  w i t h  a 

p o p u l a t i o n  e x c e e d i n g  5 0 , 0 0 0  is m o r e  th an  5 y e a r s .  The 

tax p a y a b l e  by p e r s o n s  of 5 to 10 y e a r s  s t a n d i n g  is 

R s . 1 5 0  a y e a r  w h i l e  th ose  of m o r e  th an  10 y e a r s  s t a n d 

in g  a r e  r e q u i r e d  to pa y R s . 2 5 0  a y e ar , t h a t  is, the 

m a x i m u m  p e r m i t t e d  u n d e r  the C o n s t i t u t i o n ^ .

2 . 1 . 6  T h e  s e c o n d  s u b - c a t e g o r y  c o m p r i s e s  S t o c k  a n d

C o m m o d i t y  E x c h a n g e  m e m b e r s ,  p e t r o l  p u m p  o w n e r s ,  

l i c e n s e d  v e n d o r s  of f o r e i g n  l i q u o r ,  h o t e l s  a n d  

t h e a t r e s ,  c o m p a n i e s ,  b an k s ,  c h i t  f u n d s ,  c o o p e r a t i v e  

s o c i e t i e s ,  p a r t n e r s  of f i r m s  r e g i s t e r e d  u n d e r  the 

P a r t n e r s h i p  A c t ,  e s t a t e  a g e n t s  a n d  b u i l d i n g  c o n t r a c 

t o r s .  T h e y  a l l  p a y  t h e  m a x i m u m  p e r m i s s i b l e  t a x  of 

R s . 2 5 0  p e r  a n n u m  i r r e s p e c t i v e  of t h e i r  l o c a t i o n  or 

s t a n d i n g  or the si ze  of t h e i r  v e n t u r e ^ .

2 . 1 . 7  The t h i r d  s u b - c a t e g o r y  c o n s i s t s  of o c c u p i e r s  of

f a c t o r i e s  as d e f i n e d  in the F a c t o r i e s  Act. W h e r e  the 

a v e r a g e  n u m b e r  of w o r k e r s  e m p l o y e d  in a y e a r  is n o t  

m o r e  t h a n  25, t h e  ta x p a y a b l e  is R s . 1 5 0  p e r  a n n u m .  

W h e r e  the n u m b e r  e x c e e d s  25 but d o e s  n o t  e x c e e d  100 the 

t a x  p a y a b l e  is R s . 2 0 0  per  a n n u m .  W h e r e  th e  n u m b e r  

e x c e e d s  100 t he tax p a y a b l e  is R s . 2 5 0  p e r  annum*’.
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2. 1 . 8  The f o u r t h  s u b - c a t e g o r y  c o n s i s t s  of e m p l o y e r s  

of e s t a b l i s h m e n t s  as d e f i n e d  in the B o m b a y  S h o p s  and 

E s t a b l i s h m e n t s  A c t  w h o  e m p l o y  on an a v e r a g e  m o r e  than 5 

p e r s o n s  on a n y  day. The s c a l e  of tax is l i n k e d  to the 

l o c a t i o n  - R s . 2 5 0  if l o c a t e d  in a ci ty, R s . 2 0 0  if l o 

c a t e d  in a m u n i c i p a l  b o r o u g h  w i t h  a p o p u l a t i o n  e x c e e d 

ing 1 lakh or in an a g g l o m e r a t i o n  e x t e n d i n g  to 3 km 

f r o m  its l i m i t s  and R s . 1 5 0  if l o c a t e d  in a ' s p e c i f i e d  

ar e a ' .  S p e c i f i e d  a r e a  c o v e r s  d i s t r i c t  or t a l u q  h e a d 

q u a r t e r s ,  c a n t o n m e n t s  a n d  m u n i c i p a l  b o r o u g h s  w i t h  

p o p u l a t i o n  e x c e e d i n g  2 0 , 00 0.  T h i s  m e a n s  that s h o p s  and 

e s t a b l i s h m e n t s  in r u r a l  a r e a s  a r e  e x c l u d e d  f r o m  the 

1 e v y ^ •

2 . 1 . 9  The f i f t h  s u b - c a t e g o r y  c o v e r s  d e a l e r s  u n d e r  the

G u j a r a t  S a l e s  T a x  A c t  w h e r e v e r  l o c a t e d .  T h e i r

l i a b i l i t y  is f i x e d  a c c o r d i n g  to t h e i r  t u r n o v e r .  T h o s e  

w i t h  t u r n o v e r  not e x c e e d i n g  R s . 5 0 , 0 0 0  d o  not ha ve  to 

p a y  an y tax. T h o s e  in the t u r n o v e r  r a n g e  R s . 5 0 , 0 0 0  - 

R s . 2 , 5 0 , 0 0 0  pay a tax of R s . 1 5 0  per a n n u m ;  an d t h o s e  

w h o s e  t u r n o v e r  e x c e e d s  R s . 2 , 5 0 , 0 0 0  pa y  ta x at the m a x i -
Q

m u m  of R s . 2 5 0  per a n n u m  .

2 . 1 . 1 0  Th e s i x t h  s u b - c a t e g o r y  c o n s i s t s  of t r a n s p o r t  

p e r m i t  h o l d e r s  w h e r e v e r  th ey  m a y  be o p e r a t i n g .  S i n g l e 

v e h i c l e  p e r m i t  h o l d e r s  are not l i a b l e .  T h o s e  w i t h  p e r 

m i t s  for m o r e  t h a n  one v e h i c l e  h a v e  to p a y  tax at the 

r a t e  of R s . 5 0  p e r  v e h i c l e  per a n n u m  s u b j e c t  to a m a x i -
Q

m u m  of R s . 2 5 0  per a n n u m  .
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2 . 1 . 1 1  T h e  s e v e n t h  s u b - c a t e g o r y  c o n s i s t s  of m o n e y

l e n d e r s  l i c e n s e d  u n d e r  the B o m b a y  M o n e y  L e n d e r s  Act. 

T h e y  p a y  tax a c c o r d i n g  to t h e i r  l o c a t i o n ,  i r r e s p e c t i v e  

of the s i z e  of t h e i r  b u s i n e s s :  R s . 2 5 0  per a n n u m  in a

c i t y ,  R s . 2 0 0  p e r  a n n u m  in a m u n i c i p a l  b o r o u g h  w i t h  a 

p o p u l a t i o n  e x c e e d i n g  1 l a k h  or in a n  a r e a  w i t h i n  3 km 

of su ch  a r e a  and R s . 1 5 0  in a s p e c i f i e d  a r e a ^ ® .  As in 

the c a s e  of s h o p s  and e s t a b l i s h m e n t s ,  p e r s o n s  in e s s e n 

t i a l l y  r u r a l  a r e a s  ar e  not l i a b l e .

2 . 1 . 1 2  The e i g h t h  and las t s u b - c a t e g o r y  is a r e s i d u a r y  

one c o m p r i s i n g  all o t h e r  p r o f e s s i o n s  not f a l l i n g  w i t h i n  

an y of the o t h e r  s u b - c a t e g  o r i e s . L i a b i l i t y  to p a y  tax 

w i l l ,  h o w e v e r ,  a r i s e  o n l y  if the p r o f e s s i o n ,  tr ad e,  

c a l l i n g  or e m p l o y m e n t  h a s  b e e n  n o t i f i e d  by  t h e  

G o v e r n m e n t ^  . So f a r  o n l y  one s u c h  n o t i f i c a t i o n  h as  

b e e n  i s s u e d  (at 2 9 . 3 . 1 9 8 4 )  m a k i n g  s t a m p  v e n d o r s  l i a b l e  

to p r o f e s s i o n  tax.

2 . 1 . 1 3  The  s t r u c t u r e  of the tax as a p p l i c a b l e  to d i f 

f e r e n t  c a t e g o r i e s  of t a x p a y e r s  ha s b e e n  set out in so me  

d e t a i l  a b o v e  as it h a s  a n  i m p o r t a n t  b e a r i n g  on t h e  

d e s i g n  of a n i n f o r m a t i o n  s y s t e m  for the p l a n n i n g  and 

e n f o r c e m e n t  of the tax.
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2 . 2  I n f o r m a t i o n  I n p u t s

(i) I m p l e m e n t a t i o n  m a c h i n e r y

2 . 2. 1  The P T A  is a d m i n i s t e r e d  by the C o m m i s s i o n e r  of 

P r o f e s s i o n  T a x  (CPT).  The C o m m i s s i o n e r  of S a l e s  Tax 

f u n c t i o n s  as the CPT and the l e v y  and c o l l e c t i o n  of PT 

has b e e n  a s s i g n e d  to 30 S a l e s  T a x  O f f i c e r s  d e s i g n a t e d  

as P r o f e s s i o n  Ta x  O f f i c e r s  ( P TO s) . The CP T  r e p o r t s  to 

the F i n a n c e  D e p a r t m e n t  of the S t a t e  G o v e r n m e n t  w h i c h  

lays do wn  p o l i c i e s .  The f u n c t i o n s  of the a d m i n i s t r a 

tive  m a c h i n e r y  an d  the p r o c e d u r e s  ar e  r e g u l a t e d  by the 

G u j a r a t  S t a t e  Tax  on P r o f e s s i o n s ,  T r a d e s ,  C a l l i n g s  and 

E m p l o y m e n t s  R u l e s ,  1976 (PTR for s h o r t ) .  The o r g a n i s a 

t i o n  a n d  f u n c t i o n s  of the P T  a d m i n i s t r a t i o n  a r e  

d e p i c t e d  in C h a r t  1.

2 . 2 . 2  In A p r i l  e v e r y  y e a r  t h e  C P T  is r e q u i r e d  to 

i s s u e  a p u b l i c  n o t i c e  by p u b l i c a t i o n  in the n e w s p a p e r s ,  

d i r e c t i n g  all p e r s o n s  l i a b l e  to p a y  PT to g e t  t h e m 

s e l v e s  r e g i s t e r e d  or e n r o l l e d  as t h e  c a s e  m a y  be, 

( u n l e s s  t h e y  ar e a l r e a d y  r e g i s t e r e d  or e n r o l l e d )  and to 

f u r n i s h  r e t u r n s  and p ay  tax as p r o v i d e d  u n d e r  the P T A  

and P T R s .

(ii) D o c u m e n t a t i o n  p r o c e d u r e

2 . 2. 3 In r e s p e c t  of t a x  on e m p l o y m e n t  w h i c h  is 

r e q u i r e d  to be c o l l e c t e d  at s o u r c e  by the e m p l o y e r s ,  

t h e r e  is a s y s t e m  of r e g i s t r a t i o n  of e m p l o y e r s .
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D e p a r t m e n t s  of the C e n t r a l  and S t a t e  G o v e r n m e n t s  are,

1 3
h o w e v e r ,  n o t  r e q u i r e d  to r e g i s t e r  . P r i v a t e  e m p l o y e r s  

h a v e  to r e g i s t e r  t h e m s e l v e s  w i t h  the P T O s  by m a k i n g  an 

a p p l i c a t i o n  in F o r m  1 w i t h i n  60 da ys  f r o m  the c o m m e n c e 

m e n t  of the p r o f e s s i o n ,  t r a d e ,  c a l l i n g  or e m p l o y m e n t  of 

the e m p l o y e r .  If the a p p l i c a t i o n  is in o r d e r ,  the P T O  

w i l l  g r a n t  a c e r t i f i c a t e  of r e g i s t r a t i o n  (RC) on F o r m  

2 14 •

2 .2 .4 . T h e r e  is a s y s t e m  of e n r o l m e n t  of p e r s o n s  w h o  

a r e  e n g a g e d  in a n y  p r o f e s s i o n ,  t r a d e ,  c a l l i n g  or  

e m p l o y m e n t  o t h e r w i s e  th an  as e m p l o y e e s  and wh o h a v e  to 

p a y  p r o f e s s i o n  tax d i r e c t l y .  S u c h  p e r s o n s  are  r e q u i r e d  

to a p p l y  on F o r m  3 to the P T O  fo r  e n r o l m e n t  w i t h i n  60 

d a y s  of c o m m e n c e m e n t  of l i a b i l i t y .  A c e r t i f i c a t e  of 

e n r o l m e n t  (EC) w i l l  be g i v e n  to t h e m  on F o r m  4. The 

a m o u n t  of tax w i l l  be m e n t i o n e d  by the PT O  on the c e r 

t i f i c a t e  i t s e l f ,  as a l s o  the d a t e  by w h i c h  it w i l l  h a v e  

to be p a i d  e a c h  year . T h u s ,  the E C  s e r v e s  the p u r p o s e  

of a o n e - t i m e  d e m a n d  n o t i c e  to be c o m p l i e d  w i t h  e v e r y  

y e a r ^ .  A p e r s o n  w i t h  m o r e  t h a n  one p l a c e  of w o r k  

w i t h i n  the S t a t e  wi ll  be g i v e n  o n l y  a s i n g l e  E C  by the 

P T O  h a v i n g  j u r i s d i c t i o n  o v e r  hi s  p r i n c i p a l  p l a c e  of 

w o r k .  H o w e v e r ,  an a d d i t i o n a l  c o p y  w i l l  be g i v e n  for 

e a c h  a d d i t i o n a l  p l a c e  of wo r k .

2 . 2 . 5  W h e r e  an e m p l o y e e  is e m p l o y e d  a l s o  w i t h  a n o t h e r  

e m p l o y e r  or is e n g a g e d  in a n y  p r o f e s s i o n ,  tr a d e ,  c a l l 

ing or e m p l o y m e n t  on h i s  ow n he is l i a b l e  to p a y  t a x  at 

the m a x i m u m  s c a l e  of R s . 2 5 0  pe r a n n u m ,  and m a y  u n d e r -
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take to pa y the tax d i r e c t l y .  He m a y  the n f i l e  a d e c 

l a r a t i o n  on F o r m  4A w i t h  hi s e m p l o y e r  so that the l a t 

ter m a y  s t o p  d e d u c t i n g  the tax at s o u r c e ^ .

2 . 2 . 6  T he  RC and EC are  p e r m a n e n t  d o c u m e n t s  and c o n 

s t i t u t e  the b a s i c  s o u r c e  r e c o r d  for t a x p a y e r  i d e n 

t i f i c a t i o n .  T h e y  are r e q u i r e d  to be d i s p l a y e d  at a 

c o n s p i c u o u s  p l a c e  in the p r e m i s e s  of the t a x p a y e r .  Th ey  

m a y  be a m e n d e d ^  f r o m  time to time w h e n e v e r  t h e r e  is a

c h a n g e  in the c a t e g o r y  w a r r a n t i n g  a r e v i s i o n  of the 

s c a l e  of tax, or c a n c e l l e d  w h e n  t h e r e  is c e s s a t i o n  of 

l i a b i l i t y  . G i v i n g  f a l s e  i n f o r m a t i o n  in an a p p l i c a 

ti on  for RC or EC a t t r a c t s  a p e n a l t y  n o t  e x c e e d i n g

R s . 1 0 0 0  w h i c h  m a y  be i m p o s e d  by the PT O a f t e r  g i v i n g

1 9
the a p p l i c a n t  an o p p o r t u n i t y  of b e i n g  h e a r d

( i i i )  P e r i o d i c a l  i n f o r m a t i o n  i n p u t s

2. 2 . 7  D e p a r t m e n t s  of the C e n t r a l  and S t a t e  G o v e r n 

m e n t s  w h o  a r e  not r e q u i r e d  to r e g i s t e r  ar e  a l s o  not 

r e q u i r e d  to f u r n i s h  any f o r m a l  r e t u r n  m o n t h l y  or a n 

n u a l l y .  T h e y  h a v e  m e r e l y  to d e d u c t  the tax at s o u r c e  

f r o m  s a l a r i e s  p a i d  to t h e i r  e m p l o y e e s  e a c h  m o n t h  and 

r e m i t  the sam e to the G o v e r n m e n t  t r e a s u r y  by the 1 5 t h  

of the f o l l o w i n g  m o n t h .  The d r a w i n g  and d i s b u r s i n g  o f 

f i c e r s  h a v e  to c e r t i f y  to the C P T  by 3 0 t h  A p r i l  e a c h

y e a r  that the r e q u i r e m e n t  of d e d u c t i o n  at s o u r c e  and 

p a y m e n t  i n t o  the t r e a s u r y  of t he  t a x  d u e  f r o m  t h e  

e m p l o y e e s  d u r i n g  the p r e c e d i n g  f i n a n c i a l  y e a r  h a v e  b e e n
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d u l y  c o m p l i e d  w i t h .  The  P T R s  do no t p r e s c r i b e  a n y

2 0
s p e c i f i c  f o r m  f or  this  p u r p o s e  •

2 . 2 . 8  A r e g i s t e r e d  e m p l o y e r  ( t h a t  is, a p r i v a t e

e m p l o y e r  l i a b l e  to d e d u c t  tax wh o has  o b t a i n e d  a RC) is 

r e q u i r e d  to f u r n i s h  a m o n t h l y  r e t u r n  to the P T O  on F o r m

5. Th is  f o r m  r e q u i r e s ,  a p a r t  f r o m  i n f o r m a t i o n  c o n c e r n 

i n g  t h e  e m p l o y e r  h i m s e l f ,  d a t a  r e g a r d i n g  n u m b e r  of 

e m p l o y e e s ,  r a t e  of tax p e r  m o n t h  a n d  a m o u n t  of t ax  

d e d u c t e d  s e p a r a t e l y  for  e a c h  of the f o u r  g r o s s  i n c o m e  

c a t e g o r i e s  f o r  w h o m  d i f f e r e n t  r a t e s  a p p l y ,  n a m e l y ,  

b e l o w  R s . 1 0 0 0  (n il ),  R s . 1 0 0 0  - R s . 1 5 0 0  ( R s . 1 0  p . m . ) ,

R s . 1 5 0 0  - R s . 2 0 0 0  ( R s . 1 5  p . m . )  a n d  R s . 2 0 0 0  or m o r e

( R s . 2 0  p . m . ) .  T h e  r e t u r n  is r e q u i r e d  to be f u r n i s h e d

w i t h i n  15 d a y s  a f t e r  t h e  e x p i r y  of t h e  r e l e v a n t

2 1
m o n t h  •

2 . 2 . 9  The e m p l o y e r  has, h o w e v e r ,  the o p t i o n  to a p p l y  

to the CP T  on F o r m  5B for p e r m i s s i o n  to f i l e  an  a n n u a l  

r e t u r n  i n s t e a d  of m o n t h l y  r e t u r n s .  If p e r m i s s i o n  is 

g r a n t e d ,  tax p a y m e n t s  h a v e  to be m a d e  m o n t h l y  b u t  the 

f o r m a l  r e t u r n  on F o r m  5A m a y  be f u r n i s h e d  w i t h i n  one 

m o n t h  of the e x p i r y  of the  r e l e v a n t  f i n a n c i a l  ye a r .  

F o r m  5A is m o r e  d e t a i l e d  t h a n  F o r m  5 as it i n c o r p o r a t e s  

a d d i t i o n a l  i n f o r m a t i o n  in r e s p e c t  of e m p l o y e e s  wh o  h a v e  

o p t e d  to pay  tax d i r e c t  on the g r o u n d  that  t h e y  are 

c o n c u r r e n t l y  e n g a g e d  in s o m e  o t h e r  e m p l o y m e n t ,  p r o f e s 

sion , t r a d e  or c a l l i n g ,  i n f o r m a t i o n  r e g a r d i n g  m o n t h l y  

v a r i a t i o n s  in t h e  r a t e  of t a x  ( e . g . ,  on a c c o u n t  of 

i n c r e m e n t ,  p r o m o t i o n  e t c . ) ,  i n f o r m a t i o n  r e g a r d i n g  a p 
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p l i c a t i o n  of e n h a n c e d  r a t e s  on a c c o u n t  of p a y m e n t  of

a r r e a r s  and i n f o r m a t i o n  r e g a r d i n g  m o n t h w i s e  p a y m e n t s  of

2 2
tax d u r i n g  the y e a r  .

2 . 2 . 1 0  B o t h  F o r m  5 and F o r m  5A r e q u i r e  i n t e r e s t  to be

a d d e d  on to the tax p a y m e n t  in r e s p e c t  of d e l a y s  in

d e d u c t i n g  the tax or, h a v i n g  m a d e  the d e d u c t i o n ,  in

r e m i t t i n g  it i n t o  the t r e a s u r y ,  c a l c u l a t e d  on the

a m o u n t  i n v o l v e d  at t he  r a t e  of 2 p e r  c e n t  f o r  e a c h

2 3
m o n t h  or p a r t  t h e r e o f  .

2 . 2 . 1 1  The r e t u r n  has to be a c c o m p a n i e d  by p r o o f  of

p a y m e n t  of the tax due. T h i s  m e a n s  tha t the tax due

has to be r e m i t t e d  into the t r e a s u r y  b e f o r e  f i l i n g  the 

m o n t h l y  r e t u r n .  Th e r e m i t t a n c e  ha s to be m a d e  on a 4- 

f o i l  c h a l l a n  ( F o r m  1 0 ) .  O n e  f o i l  r e m a i n s  w i t h  the 

t r e a s u r y ,  one is s e n t  by the t r e a s u r y  to the P T O  and 

two are g i v e n  to the t a x p a y e r  w ho  r e t a i n s  o ne  f or  his 

o w n  r e c o r d  a n d  e n c l o s e s  the o t h e r  w i t h  t h e  m o n t h l y  

r e t u r n .  W h e r e  o n l y  an a n n u a l  r e t u r n  is f i l e d ,  the t a x 

p a y e r  s e n d s  one foi l of the c h a l l a n  to the P T O  m o n t h  

a f t e r  m o n t h ,  e n c l o s i n g  the foil f or  the 1 2 t h  m o n t h  w i t h  

the a n n u a l  r e t u r n  g i v i n g  p a r t i c u l a r s  t h e r e i n  of the 

e a r l i e r  11 p a y m e n t s .  G o v e r n m e n t  D e p a r t m e n t s  h a v e  to

us e the s am e  c h a l l a n  for p a y m e n t ,  s e n d  the c h a l l a n  foil 

to the P T O  in the u s u a l  way, a n d  g i v e  p a r t i c u l a r s  of

all the p a y m e n t s  m a d e  in the c o u r s e  of the y e a r  wit h 

the a n n u a l  c e r t i f i c a t e  o n l y  if t h e y  do n o t  o b t a i n  t h eir
O f

f u n d s  f r o m  the t r e a s u r y  .
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2 . 2 . 1 2  In th e c a s e  of p r i v a t e  e m p l o y e r s ,  w h e n  the

r e t u r n  is not a c c o m p a n i e d  by the r e l e v a n t  c h a l l a n  foil, 

the r e t u r n  is c o n s i d e r e d  as i n v a l i d  and the e m p l o y e r  is 

c o n s i d e r e d  as not h a v i n g  f i l e d  the r e t u r n ^ ,

2 . 2 . 1 3  W h e r e  an e m p l o y e r  ha s w i l f u l l y  f a i l e d  to f i l e

the r e t u r n  w i t h i n  the time a l l o w e d ,  a p e n a l t y  not e x 

c e e d i n g  Rs . 5 f o r  e a c h  d ay  of d e l a y  m a y  be l e v i e d  by the 

P T O  a f t e r  g i v i n g  the d e f a u l t e r  an o p p o r t u n i t y  of b e i n g  

h e a r d ^ .

2 . 2 . 1 4  An EC h o l d e r  is r e q u i r e d  to p a y  the tax by 3 0 t h  

S e p t e m b e r  e a c h  y e a r  if he h a s  b e e n  e n r o l l e d  on or 

b e f o r e  31 s t A u g u s t  and w i t h i n  one m o n t h  of h i s  e n r o l 

m e n t  in o t h e r  c a s e s .  E C  h o l d e r s  p a y  tax o n l y  o n c e  a 

y e a r  and do no t h a v e  to f i l e  a n y  f o r m a l  r e t u r n s .  The 

p a y m e n t  is to be m a d e  on c h a l l a n  F o r m  10 and  one foil  

s e n t  to the P T O  as in the c a s e  of RC h o l d e r s .  As m e n 

t i o n e d  e a r l i e r ,  the E C  i t s e l f  s e r v e s  the p u r p o s e  of a 

p e r m a n e n t  d e m a n d  n o t i c e  and an EC h o l d e r  has. m e r e l y  to

i n t i m a t e  a n y  c h a n g e  in p a r t i c u l a r s  a f f e c t i n g  his tax

2 7
l i a b i l i t y  to the P T O  w h e n e v e r  s u c h  a c h a n g e  o c c u r s

If an E C  h o l d e r  f a i l s  to p a y  the tax, the P T O  m a y  i m 

p o s e  a p e n a l t y  on hi m  n o t  e x c e e d i n g  50 p e r  c e n t  of the

a m o u n t  of tax d u e  a f t e r  g i v i n g  t he d e f a u l t e r  an o p p o r -

2 8
t u n i t y  of b e i n g  h e a r d

2 . 2 . 1 5  The r e t u r n s  a nd  c h a l l a n s  f i l e d  by RC h o l d e r s ,  

t h e  c h a l l a n s  a n d  c e r t i f i c a t e s  f i l e d  by G o v e r n m e n t  

D e p a r t m e n t s  an d the c h a l l a n s  f i l e d  by the E C  h o l d e r s ,  

t h u s  c o n s t i t u t e  the p e r i o d i c a l  i n f o r m a t i o n  i n p u t s .

20



( l v )  I n f o r m a t i o n  g e n e r a t e d  by a s s e s s m e n t ,  etc.

2 . 2 . 1 6  In t h e  c a s e  of R C  h o l d e r s  w h o  h a v e  to f 1 1 r

r e t u r n s ,  the P T O  m a y  m a k e  an a s s e s s m e n t  a c c e p t i n g  the

r e t u r n  if he is s a t i s f i e d  that the r e t u r n  is c o r r e c t

and c o m p l e t e .  O t h e r w i s e ,  he m a y  i s s u e  a n o t i c e  to the

RC h o l d e r  to p r o d u c e  e v i d e n c e  and m a k e  an a s s e s s m e n t

a f t e r  s c r u t i n y .  The PTO m a y  m a k e  a ' b e s t  j u d g e m e n t

a s s e s s m e n t '  if t h e r e  is n o n - c o m p l i a n c e  w i t h  the n o t i c e

or the e v i d e n c e  is u n s a t i s f a c t o r y .  He m a y  a l s o  m a k e  a

' b e s t  j u d g e m e n t  a s s e s s m e n t '  if no r e t u r n  ha s b e e n  filed

or the e m p l o y e r  ha d f a i l e d  to get h i m s e l f  r e g i s t e r e d ,

a f t e r  g i v i n g  the d e f a u l t e r  in e i t h e r  case  a r e a s o n a b l e

7 9
o p p o r t u n i t y  of b e i n g  heard*1 . If the a s s e s s m e n t  ( w h i c h  

is r e q u i r e d  to be m a d e  on F o r m  8) r e s u l t s  in a d e m a n d ,  

a n o t i c e  of d e m a n d  w i l l  be i s s u e d  on F o r m  9, r e q u i r i n g  

t he RC  h o l d e r  to p a y  the t a x  w i t h i n  15 d a y s  of the
■3 0

r e c e i p t  of the n o t i c e  . The l a w  d o e s  not l a y  d o w n  a ny  

time l i m i t  for  m a k i n g  a s s e s s m e n t s  on RC h o l d e r s .

2 . 2 . 1 7  In the c a s e  of EC h o l d e r s  wh o do not  h a v e  to 

f i l e  r e t u r n s ,  the q u e s t i o n  of m a k i n g  a s s e s s m e n t s  in the 

r e g u l a r  c o u r s e  d o e s  no t ar ise . O n l y  w h e n  a p e r s o n  has 

f a i l e d  to get h i m s e l f  e n r o l l e d  or h a v i n g  b e e n  e n r o l l e d  

h a s  f a i l e d  to m a k e  full p a y m e n t  of tax as r e q u i r e d  u n 

d e r  th e  l a w ,  th e  P T O  m a y  m a k e  a ' b e s t  j u d g e m e n t  

a s s e s s m e n t '  a f t e r  g i v i n g  the d e f a u l t e r  a r e a s o n a b l e  o p 

p o r t u n i t y  of b e i n g  h e a r d  an d m a k i n g  s u c h  e n q u i r y  as ma y 

be n e c e s s a r y  and ra i s e  a d e m a n d  and is s u e  a n o t i c e  of 

d e m a n d  for p a y m e n t  w i t h i n  15 d a y s  of the r e c e i p t  of the
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n o t i c e  . Fo r s u c h  a s s e s s m e n t s  al s o ,  the l a w  d o e s  not 

lay d o w n  a n y  t i m e  l i m i t .

, •
2 . 2 . 1 8  The l a w  a u t h o r i z e s  r e c o v e r y  of PT d e m a n d s  as 

a r r e a r s  of l a n d  r e v e n u e  but the p o w e r s  u n d e r  the B o m b a y  

L a n d  R e c o v e r y  C o d e  are e x e r c i s e d  by the CPT, P T O  and
O O

o t h e r  o f f i c e r s  on PT  w o r k  t h e m s e l v e s  .

2 . 2 . 1 9  The l a w  r e q u i r e s  the net PT c o l l e c t i o n s  to be 

t r a n s f e r r e d  to the S ta te  E m p l o y m e n t  P r o m o t i o n  F u n d  to 

be u t i l i s e d  for  i m p l e m e n t i n g  m e a s u r e s  for r e m o v a l  of 

u n e m p l o y m e n t  and u n d e r e m p l o y m e n t  in the St at e.  Th e m a n 

ne r of w i t h d r a w a l  f r o m  the fun d is la id  d o w n  in the 

P T r 3 3.

2 . 2 . 2 0  The  l a w  p r o v i d e s  for the r e c t i f i c a t i o n  of m i s 

t a ke s a p p a r e n t  on the fa ce  of the r e c o r d  in a n y  o r d e r  

of an a u t h o r i t y  u n d e r  the PTA. The p o w e r  of r e v i e w  c an  

be e x e r c i s e d  o n l y  u p t o  3 y e a r s  f r o m  the d a t e  of the o r 

der. If the o r d e r  a f f e c t s  the t a x p a y e r  a d v e r s e l y ,  he 

is to be g i v e n  a r e a s o n a b l e  o p p o r t u n i t y  of b e i n g  h e a r d
<3 /

b e f o r e  it is m a d e  .

2 . 2 . 2 1  A s s e s s i n g  o f f i c e r s  a r e  r e q u i r e d  to r e p o r t  to 

the C P T  the p r o g r e s s  of a s s e s s m e n t s  and c o l l e c t i o n s  

ev er  y m o n t h .

2 . 2 . 2 2  The l a w  p r o v i d e s  an a p p e a l  a g a i n s t  an o r d e r  of 

a s s e s s m e n t ,  r e c t i f i c a t i o n  or p e n a l t y  to the A s s i s t a n t  

C o m m i s s i o n e r  (AC) if the o r d e r  is p a s s e d  by a PTO , to

■ 31
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the D e p u t y  C o m m i s s i o n e r  (DC) if it is p a s s e d  by an AC 

and to the T r i b u n a l  c o n s t i t u t e d  u n d e r  the S a l e s  Ta x Act 

(AT) if it is p a s s e d  by the CPT. An a p p e a l  has to bo 

f i le d w i t h i n  60 d ay s of the o r d e r  and ful l p a y m e n t  of 

tax has to be m a d e  as a p r e c o n d i t i o n .  Th e a p p e l l a t e  

a u t h o r i t y  may, h o w e v e r ,  d i s p e n s e  w i t h  this c o n d i t i o n  if 

it is s a t i s f i e d  tha t the r e q u i r e m e n t  w i l l  c a u s e  u n d u e  

h a r d s h i p  to the a p p e l l a n t .  An a p p e l l a t e  a u t h o r i t y  may 

c o n f i r m ,  a n n u l ,  r e d u c e ,  e n h a n c e  or o t h e r w i s e  m o d i f y  the 

o r d e r  u n d e r  a p p e a l  or set it a s i d e  and d i r e c t  a f r e s h  

o r d e r  to be ma d e .  The a p p e l l a n t  or his r e p r e s e n t a t i v e  

h a s  to be g i v e n  a r e a s o n a b l e  o p p o r t u n i t y  o f  b e i n g  

h e a r d .  W h e r e  the A T  is the a p p e l l a t e  a u t h o r i t y ,  an o p 

p o r t u n i t y  of b e i n g  h e a r d  has a l s o  to be g i v e n  to the

3 5
o f f i c e r  who p a s s e d  the o r d e r  u n d e r  a p p e a l  .

2 . 2 . 2 3  T h e r e  is no  p r o v i s i o n  in the PTA fo r  a n y  se c o n d  

a p p e a l  or a n y  r e f e r e n c e  to the H i g h  Co urt . P r o v i s i o n ,  

h o w e v e r ,  e x i s t s  for the r e v i s i o n  of an a p p e l l a t e  o r d e r  

on an a p p l i c a t i o n  by the a g g r i e v e d  p e r s o n  by the DC if 

the o r de r  is p a s s e d  by an AC an d by the A T  if the o r 

der, i n c l u d i n g  an o r d e r  in r e v i s i o n ,  is p a s s e d  by a DC 

or the CPT. The a p p l i c a t i o n  f or  r e v i s i o n  has to be 

m a d e  w i t h i n  60 d a y s  of the r e c e i p t  of the o r d e r  so u g h t  

to be r e v i s e d .  The CPT ha s a l s o  the p o w e r  to r e v i s e  

s u o m o t o  a n y  o r d e r  p a s s e d  by an  a u t h o r i t y  u n d e r  the PTA 

e x c e p t  the AT  b e f o r e  the e x p i r y  of 3 y e a r s  f r o m  the 

da te  of the o r d e r ^ .
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2 . 2 . 2 4  P r o v i s i o n  e x i s t s  f o r  the r e f u n d  of ta x,

p e n a l t y ,  i n t e r e s t  or fee p a i d  in ex ce s s . A r e f u n d  o r -

3 7d er  is i s s u e d  on F o r m  17

2 . 2 . 2 5  A p p e l l a t e  and r e v i s i o n a r y  a u t h o r i t i e s  ( e x c e p t  

A T  and C P T  h i m s e l f )  a r e  r e q u i r e d  to r e p o r t  to the C P T  

the p r o g r e s s  of a p p e 11 a t e / r e v i s i o n a r y  wo rk.

2 . 2 . 2 6  The l a w  a l s o  c o n t a i n s  c e r t a i n  a n t i - t a x  e v a s i o n  

p r o v i s i o n s .  C e r t a i n  a c c o u n t s  a r e  r e q u i r e d  to be m a i n 

t a i n e d  by e m p l o y e r s .  T h e  C P T  m a y  a l s o  d i r e c t  a n y  

e m p l o y e r  to m a i n t a i n  b o o k s  and d o c u m e n t s  in a s p e c i f i e d  

m a n n e r  u n d e r  p o w e r  of a p e n a l t y  of R s .5 f or  e a c h  day 

of d e l a y  in c o m p l y i n g  w i t h  th e  d i r e c t i v e ^ ® .  T h e  

a u t h o r i t i e s  u n d e r  the P T A  h a v e  the p o w e r s  to i n s p e c t

a n d  s e a r c h  p r e m i s e s  a n d  to s e i z e  b o o k s ,  d o c u m e n t s ,

3 9
et c . S p e c i a l  m o d e s  of r e c o v e r y  f r o m  r e c a l c i t r a n t  tax 

p a y e r s  als o e x i s t ^ ® .  R C  h o l d e r s  are  r e q u i r e d  to r e p o r t  

to the P TO  a n y  s h i f t i n g  of t h e i r  w o r k  p r e m i s e s .  S o m e  

P T O s  ar e e a r m a r k e d  fo r c a r r y i n g  out s u r v e y  on a c o n 

t i n u o u s  b a s i s  fo r c h e c k i n g  n o n - c o m p l i a n c e  or u n s a t i s 

f a c t o r y  c o m p l i a n c e .

2 . 2 . 2 7  The i n f o r m a t i o n  c o m p i l e d  on the b a s i s  of d a t a  

g e n e r a t e d  in t h e  c o u r s e  of t h e  a b o v e  o p e r a t i o n s  is 

p r e s e n t e d  in T a b l e s  3 to 5.



2.3 D e f i c i e n c i e s  in the I n f o r m a t i o n  S y s t e m

2.3. 1 The n ee d  f or and the e s s e n t i a l s  of a s c i e n t i f i c  

and e f f i c i e n t  i n f o r m a t i o n  s y s t e m  h a v e  n o w  c o m e  to be 

f a i r l y  w e l l  r e c o g n i s e d .  The e x i s t i n g  i n f o r m a t i o n  s y s 

tem in G u j a r a t  in r e l a t i o n  to PT d o e s  not m e a s u r e  u p t o  

the r e q u i r e m e n t s  i n d i c a t e d  t h e r e i n .  T h e r e  ar e some 

r e a s o n s  for this. As the r e v e n u e  p o t e n t i a l  ha s  so far 

b e e n  r a t h e r  l i m i t e d ,  n o t  m u c h  a t t e n t i o n  s e e m s  to have 

b e e n  g i v e n  to the d e s i g n  of the s y s t e m .  The m a n p o w e r  

d e p l o y m e n t  is m i n i m a l  and the tax m a i n l y  o p e r a t e s  on 

v o l u n t a r y  c o m p l i a n c e .  The s t a k e s  b e i n g  q u i t e  s m a l l  in 

v i e w  of the c e i l i n g  of R s . 2 5 0  per p e r s o n  p er  a n n u m  laid 

d o w n  in the C o n s t i t u t i o n ,  the l e v e l  of c o m p l i a n c e  m a y  

p o s s i b l y  be q u i t e  s a t i s f a c t o r y  as a s s u m e d  b y  t he 

D e p a r t m e n t .  E v a s i o n  m a y  p r o b a b l y  e x i s t  o n l y  in tho se  

c a s e s  w h e r e  t h e r e  is e v a s i o n  of all ta xes, p a r t i c u l a r l y  

d i r e c t  taxes , or n o n - c o m p l i a n c e  w i t h  r e g u l a t o r y  law s 

l i k e  the F a c t o r i e s  Act, Sh o p s  an d E s t a b l i s h m e n t s  Act, 

etc. But t h a t  c a n  be no r e a s o n  for not g i v i n g  a t t e n 

t i o n  to the i n f o r m a t i o n  s y s t e m  r e l a t i n g  to PT. In the 

c a s e  of E C  h o l d e r s ,  the s y s t e m  i t s e l f  is s u c h  t h a t  no 

f o r m a l  a s s e s s m e n t  is n e e d e d  e x c e p t  w h e r e  n o n - c o m p l i a n c e  

h a s  b e e n  d e t e c t e d .  In t h e  c a s e  of RC h o l d e r s  w h o  

e m p l o y  les s t h a n  10 p e r s o n s ,  n o  e f f o r t s  a r e  m a d e  to 

f o r m a l i s e  th e a s s e s s m e n t s  t h r o u g h  o r d e r s .  E v e n  in 

r e g a r d  to o t h e r s  n o s e r i o u s  e f f o r t s  are m a d e  to c o m 

p l e t e  the a s s e s s m e n t s .  T h a t  s e e m s  to be the r e a s o n  why 

a s s e s s m e n t s  a r e  s h o w n  as in h e a v y  a r r e a r s ,  the n u m b e r  

i n c r e a s i n g  s u b s t a n t i a l l y  e a c h  year. T h i s  c o m p l a c e n c y
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is d o u b l y  c o m p o u n d e d  by the a b s e n c e  of a n y  t i m e  li m it  

for m a k i n g  a s s e s s m e n t s .  D i s p u t e s  a r e  not m a n y  and a p 

p e a l s  are u n d e r s t a n d a b l y  few in v i e w  of the l o w  st ak e s .  

P r o c e e d i n g s  r a r e l y  e v e r  go b e y o n d  the l e v e l  of the AC. 

H a r d l y  a n y  m a t t e r  g o e s  b e f o r e  the AT. The C P T  s e n d s  a 

q u a r t e r l y  s t a t e m e n t  of a p p e a l s  and a s s e s s m e n t s  p e n d i n g ,  

w i t h  s o m e  a n a l y s i s ,  to t he  F i n a n c e  D e p a r t m e n t .  But  

th e s e  do n o t  s e e m  to p r o v i d e  i n f o r m a t i o n  r e g a r d i n g  i n 

f l o w  of w o r k  and its d i s p o s a l  t h o u g h  this d a t a  s h o u l d  

be a v a i l a b l e  in the p r o g r e s s  r e p o r t s  f u r n i s h e d  by the 

PT O s  .

2 . 3 . 2  T a b l e  3 p r e s e n t s  t he n u m b e r  of t a x p a y e r s  

s e p a r a t e l y  as E C  h o l d e r s  and R C  h o l d e r s .  B o t h  hav e 

s h o w n  a s t e a d y  g r o w t h .  The i n c r e a s e  in the l a t e s t  year  

( 1 9 8 6 - 8 7 )  for w h i c h  da ta  a r e  a v a i l a b l e  in a b s o l u t e  

t e r m s  w a s  1 9 4 6  f o r  RC h o l d e r s  a nd 1 9 3 5 5  f o r  E C  h o l d e r s .  

As a g a i n s t  t h is , T a b l e  5 s h o w s  t h a t  s u r v e y  r e s u l t e d  in 

an a d d i t i o n  of 3 4 9 5  to the n u m b e r  of p r o f e s s i o n a l s .  

The n u m b e r  of e n t r i e s  c o l l e c t e d  w a s  3 1 750 . T h i s  w o u l d  

a g a i n  s h o w  t h a t  the l e v e l  of v o l u n t a r y  c o m p l i a n c e  is 

n ot  v e r y  u n s a t i s f a c t o r y  or it m a y  be tha t the s u r v e y  

has n o t  b e e n  v e r y  e f f e c t i v e .  As m e n t i o n e d  e a r l i e r ,  RC 

h o l d e r s  a r e  o n l y  r e p r e s e n t a t i v e  t a x p a y e r s  p a y i n g  tax on 

b e h a l f  of t h e i r  e m p l o y e e s .  No d a t a  is c o m p i l e d  a b o u t  

the n u m b e r  of e m p l o y e e s  on w h o s e  b e h a l f  the e m p l o y e r s  

pa y tax e v e n  t h o u g h  the i n f o r m a t i o n  is t h e r e  in the 

r e t u r n s  f u r n i s h e d  by t he  e m p l o y e r s .  A s  G o v e r n m e n t  

d e p a r t m e n t s  h a v e  n e i t h e r  to r e g i s t e r  n o r  to f u r n i s h  

r e t u r n s ,  no i n f o r m a t i o n  is a v a i l a b l e  a b o u t  the n u m b e r
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of G o v e r n m e n t  e m p l o y e e s  w h o  p a y  PT. The a b s e n c e  of 

d i s i n t e g r a t e d  d a t a  r e g a r d i n g  the n u m b e r  of t a x p a y e r s  is 

one of the s h o r t c o m i n g s  of t he  e x i s t i n g  i n f o r m a t i o n  

s y s t e m .  The n e c e s s a r y  i n f o r m a t i o n  is a v a i l a b l e  in the 

r e t u r n s  but is not p r o c e s s e d  and u t i l i s e d .

2 . 3 . 3  As r e g a r d s  EC h o l d e r s ,  t h o u g h  t h e i r  t o t a l  n u m 

be r is a v a i l a b l e ,  no a n a l y s i s  is a v a i l a b l e  e i t h e r  a c 

c o r d i n g  to the s u b - c a t e g o r y 41 or a c c o r d i n g  to s c a l e s  of 

ta x a p p l i c a b l e  to them. The d a t a  a r e  v e r y  m u c h  t h e r e  in 

the a p p l i c a t i o n s  for ECs  and  the EC s t h e m s e l v e s  but no 

e f f o r t s  a r e  m a d e  to c o m p i l e  the i n f o r m a t i o n .  S h o r t a g e  

of m a n p o w e r  and the u n i m p o r t a n c e  of the tax i t s e l f  are 

the r e a s o n s  for this.

2 . 3 . 4  Y e a r w i s e  a n a l y s i s  of PT a r r e a r s  a r e  a v a i l a b l e .  

T he  to ta l a r r e a r s  as on 3 1 . 3 . 1 9 8 7  s t o o d  at R s . 1 7 . 1 9  

c r o r e ,  m o r e  th an  95 pe r c e n t  of w h i c h  r e l a t e d  to the 

f o u r  y e a r s  f r o m  1 9 8 3 - 8 4  to 1 9 8 6 - 8 7  t h o u g h  PT ha s b e e n  

o p e r a t i n g  f r o m  1 9 7 6 - 7 7 .  T h e  g r o w t h  of t a x  a r r e a r s  

s e e m s  to be a r e c e n t  p h e n o m e n o n .  R e a l i s a t i o n s  f r o m  PT 

s p u r t e d  f r o m  R s . 1 8 . 0 8  c r o r e  d u r i n g  1 9 8 5 - 8 6  to R s - 2 9 . 3 8  

c r o r e  d u r i n g  1 9 8 6 - 8 7 .  Th e g r o w t h  in r e v e n u e  a n d  the 

g r o w t h  in a r r e a r s  m a y  be l i n k e d ;  as a l s o  the i n c r e a s e  

in the p e n d e n c y  of a p p e a l s  w h i c h  s t o o d  at 225 at the 

en d of 1 98 6 - 8 7 .  But the e x a c t  r e a s o n s  for the i n c r e a s e  

in a r r e a r s  of t a x  a r e  n o t  a v a i l a b l e  as r e a s o n w i s e  

a n a l y s i s  of tax a r r e a r s  is n o t  m a d e  s e p a r a t e l y  for  PT.



2 . 3 . 5  The r e c o r d  k e e p i n g  s y s t e m s  a r e  a l s o  n ot  c o n 

d u c i v e  to e a s y  r e t r i e v a l  of i n f o r m a t i o n .  T h e r e  is no 

s c i e n t i f i c  n u m b e r i n g  s y s t e m  w h i c h  w i l l  f a c i l i t a t e  

c a t e g o r y w i s e  c l a s s i f i c a t i o n  of the t a x p a y e r s .  T h e r e  

w e r e  5 , 5 6 , 3 1 8  E C h o l d e r s  and 2 0 , 9 3 0  RC h o l d e r s  at the 

end of M a r c h  1987. The D e p a r t m e n t  s e e m s  to h a v e  f i x e d  

a n o r m  of m a i n t a i n i n g  15 00  f i l e s  of EC h o l d e r s  and d i s 

p o s i n g  of 60 a s s e s s m e n t s  per m o n t h  of RC  h o l d e r s  for 

e a c h  PTO. But t h e r e  w e r e  o n l y  20 w h o l e - t i m e  P T O s  a nd  

s o m e  S a l e s  Ta x  O f f i c e r s  d o i n g  PT w o r k  in a d d i t i o n  to 

s a l e s  tax wo rk.  An EC h o l d e r  pay s a m a x i m u m  of o n l y  

R s . 2 5 0  in a year.  An RC h o l d e r  w i l l  p a y  m u c h  m o r e  as 

he is a r e p r e s e n t a t i v e  t a x p a y e r  p a y i n g  tax on b e h a l f  of 

all his e m p l o y e e s .  It is s t a t e d  tha t a b o u t  55 per c e n t  

of the r e v e n u e  ( w h i c h  wa s R s . 2 5 . 8 4  c r o r e  for 1 9 8 7 - 8 8 )  

c o m e s  f r o m  R C  h o l d e r s ,  i m p l y i n g  that, on an a v e r a g e ,  

e a c h  RC h o l d e r  pa ys  a b o u t  R s . 6 0 0 0  in a y e a r  by w a y  of 

tax. T h e  l i m i t a t i o n s  on the p o t e n t i a l i t i e s  of the tax 

i t s e l f  w i l l  h a v e  to be k e p t  in m i n d  w h i l e  d e v i s i n g  a 

s y s t e m  f or  its a d m i n i s t r a t i o n .  It w i l l  be h i g h l y  

u n p r o d u c t i v e  to d e p l o y  m o r e  s t a f f  on this w o r k  or to 

d e v i s e  c o m p l i c a t e d  s y s t e m s  of t a x p a y e r  i d e n t i f i c a t i o n  

and a s s e s s m e n t  or a s o p h i s t i c a t e d  i n f o r m a t i o n  s y s t e m .  

The a i m  has to be to h av e s y s t e m s  w h i c h  w i l l  m a k e  m i n i 

m u m  d e m a n d s  on the m a n p o w e r  and m a t e r i a l  r e s o u r c e s  of 

the a d m i n i s t r a t i o n  and at the s a m e  tim e m e e t  the i m p o r 

t a n t  n e e d s  of tax a d m i n i s t r a t i v e  c o n t r o l ,  p o l i c y  m a k i n g  

a n d  b u d g e t a r y  f o r e c a s t s .  W i t h  the e n h a n c e m e n t  of the 

C o n s t i t u t i o n a l  c e i l i n g  f r o m  Rs 250 to Rs 2 5 0 0  as m e n 

t i o n e d  e a r l i e r ,  it w i l l  be p o s s i b l e  to i n c r e a s e  the
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r e v e n u e  p o t e n t i a l  of p r o f e s s i o n  tax s u b s t a n t i a l l y .  But 

th a t w o u l d  n e c e s s i t a t e  a s t r u c t u r a l  r e f o r m  of the tax 

i t s e l f .  For the e m p l o y m e n t  c a t e g o r y  the c e i l i n g  r a t e  

is n o w  a l m o s t  r e a c h e d  for p e r s o n s  d r a w i n g  s a l a r y  or 

w a g e s  of Rs 2 0 0 0  per m o n t h  or m o re . O b v i o u s l y  it w i l l  

be too h a r s h  to m a k e  them pa y  tax as per the e n h a n c e d  

c e i l i n g .  R a i s i n g  the m a x i m u m  l i m i t  w o u l d  c a l l  f o r

c r e a t i o n  of m o r e  s l a b s  w i t h  a r e a s o n a b l y  g r a d u a l  

p r o g r e s s i o n .  F o r  o t h e r  p r o f e s s i o n s ,  v o c a t i o n s  a n d

c a l l i n g s  a l s o  th e c a t e g o r i s a t i o n s  m a y  h a v e  to be

c h a n g e d  if h a r d s h i p  and r e s u l t i n g  r e s i s t a n c e  hav e to be 

a v o i d e d .  O n c e  the s t r u c t u r e  of the tax i t s e l f  is a l 

t e r e d ,  c o r r e s p o n d i n g  c h a n g e s  in the i n f o r m a t i o n  s y s t e m  

w i l l  h av e  to f o l l o w  as a c o r o l l a r y .  It is, h o w e v e r ,  

b e y o n d  the s c o p e  of the p r e s e n t  s t u d y  to s u g g e s t  

c h a n g e s  to the s t r u c t u r e  or the c o n s e q u e n t i a l  c h a n g e s  

in the i n f o r m a t i o n  s y s t e m .  We, t h e r e f o r e ,  p r o c e e d  to 

d e v i s e  an i n f o r m a t i o n  s y s t e m  on the b a s i s  of the e x i s t 

ing s t r u c t u r e  of the tax. As a n d  w h e n  a n y  c h a n g e s  ar e 

e f f e c t e d  in the s t r u c t u r e  of the tax, c o r r e s p o n d i n g  

c h a n g e s  ca n  be m a d e  in the i n f o r m a t i o n  s y s t e m  s u g g e s t e d  

by us as the b r o a d  p r i n c i p l e s  on  w h i c h  o u r  s u g g e s t i o n s  

for b u i l d i n g  up a s c i e n t i f i c  i n f o r m a t i o n  s y s t e m  are 

b a s e d ,  w i l l  s ti l l  h o l d  good. As the tax p o t e n t i a l  w i l l  

t he n i n c r e a s e ,  it m a y  be p o s s i b l e  to d e p l o y  a d d i t i o n a l  

s t a f f  and h a v e  m o r e  e l a b o r a t e  s y s t e m s .

2 . 3 . 6  As m e n t i o n e d  e a r l i e r ,  t h e r e  a r e  t h r e e  b r o a d  

s e c t o r s  of t a x p a y e r s  w i t h  d i f f e r e n t  tax p o t e n t i a l i t i e s  

an d p r o b l e m s  and  w h i c h  are g o v e r n e d  by d i f f e r e n t  p r o c e 
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d u r e s .  T h e s e  s e c t o r s  a r e  (i) G o v e r n m e n t  e m p l o y e e s  

s e ct or ; (ii) p r i v a t e  e m p l o y e e s  s e c t o r ;  an d  (iii) b u s i 

n e s s ,  p r o f e s s i o n a l  a n d  v o c a t i o n a l  s e c t o r .  A n y  c o n 

t e m p l a t e d  r e f o r m  h as  to be t a i l o r e d  to s u i t  the s p e c i a l  

n e e d s  of e a c h  of t h e s e  th r e e  s e c t o r s .

2 . 4  D i r e c t i o n s  of R e f o r m

(i) G o v e r n m e n t  e m p l o y e e s  s e c t o r

2. 4. 1.  As m e n t i o n e d  e a r l i e r ,  the d r a w i n g  and d i s b u r s 

i n g  o f f i c e r  ( D D O )  in e a c h  G o v e r n m e n t  D e p a r t m e n t  is 

r e q u i r e d  to d e d u c t  PT as per i t e m  1 of the 1st S c h e d u l e  

a p p l i c a b l e  to e m p l o y m e n t  c a t e g o r y  in r e s p e c t  of e a c h  

e m p l o y e e  a c c o r d i n g  to his s a l a r y  r a n g e .  D e p a r t m e n t s

w h i c h  o b t a i n  f u n d s  f r o m  the t r e a s u r y  m a k e  the p a y m e n t  

of PT t h r o u g h  b o o k  a d j u s t m e n t  w h i l e  o t h e r s  h a v e  to m a k e  

p a y m e n t s  t h r o u g h  c h a l l a n s  in the sa me  w a y  as p r i v a t e

e m p l o y e r s .  P a y  f o r  F e b r u a r y  is n o t  p e r m i t t e d  to be 

d r a w n  u n l e s s  th e  t a x  d u e  f or the p e r i o d  M a r c h  to 

F e b r u a r y  h a s  b e e n  f u l l y  d e d u c t e d  and a s t a t e m e n t  s h o w 

ing s u c h  d e d u c t i o n  has b e e n  e n c l o s e d  w i t h  the p a y  bill . 

G o v e r n m e n t  D e p a r t m e n t s  a re  not r e q u i r e d  to r e g i s t e r ;  

nor  a r e  t h e y  l i a b l e  to be s u b j e c t e d  to a n y  f o r m a l

a s s e s s m e n t .  N e g l i g e n c e  and t a r d i n e s s  a p a r t ,  t h e r e  is 

no s c op e  for a n y  l e a k a g e  of r e v e n u e  in the G o v e r n m e n t

e m p l o y e e s  s e c t o r .  H e n c e ,  this s y s t e m  m a y  c o n t i n u e .  

H o w e v e r ,  this  s y s t e m  d o e s  not g e n e r a t e  a n y  i n f o r m a t i o n  

a b o u t  t he  o p e r a t i o n  of t he  t a x  in t h i s  s e c t o r .  We 

w o u l d ,  t h e r e f o r e ,  s u g g e s t  two m o d i f i c a t i o n s  w h i c h  w h i l e
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no t r e q u i r i n g  up a n y  a d d i t i o n a l  wo rk,  w i l l  h e l p  the PT 

D e p a r t m e n t  to be b e t t e r  i n f o r m e d  a b o u t  the tax p o t e n 

tial of thi s s e c t o r .  The f i r s t  is tha t a so rt  of i n 

f o r m a l  r e g i s t r a t i o n  m a y  be i n t r o d u c e d  for G o v e r n m e n t  

D e p a r t m e n t s .  D D O s  m a y  be r e q u i r e d  to f u r n i s h  c e r t a i n  

m i n i m u m  p a r t i c u l a r s  that are e s s e n t i a l  fo r c l o s i n g  the 

p r e s e n t  gap in the i n f o r m a t i o n  s y s t e m  in a s t a n d a r d  

f o r m  in d u p l i c a t e  to a C e n t r a l  S t a t i s t i c a l  U n i t  (CSU). 

The C S U  m a y  a l l o t  a n u m b e r  out of a s e p a r a t e  s e r i e s  

m e a n t  e x c l u s i v e l y  f or  this s e c t o r  and r e t u r n  one c o p y  

of the f o r m  to the DDO. This  n e e d  be d o n e  o n l y  once. A 

s u g g e s t e d  f o r m a t  f or  this is g i v e n  as F o r m  G S - 1  in A p 

p e n d i x  I of t h i s  r e p o r t .  The i n f o r m a t i o n  c a n  be c o l 

l e c t e d  and s t o r e d  c e n t r a l l y  at the CSU  w i t h o u t  c a s t i n g  

a n y  l oa d on the PTO. C o m p u t e r i s a t i o n  w i l l  be of g r e a t  

h e l p  in h a n d l i n g  this  job.

2 . 4 . 2  O u r  s e c o n d  s u g g e s t i o n  r e l a t e s  to p a y m e n t  of 

tax. As of now, the t r e a s u r y  f i g u r e s  c o n s t i t u t e  the 

s o l e  s o u r c e  of t h i s  i n f o r m a t i o n  a n d  t h a t  is n o t  

a n a l y t i c a l .  In f a c t ,  the D e p a r t m e n t  is not in a p o s i 

tion e v e n  to f u r n i s h  the f i g u r e s  of a g g r e g a t e  tax c o l 

l e c t i o n s  f r o m  the G o v e r n m e n t  e m p l o y e e s  s e c t o r .  The 

ru le s  p r o v i d e  that the C o m m i s s i o n e r  may, if he c o n 

s i d e r s  n e c e s s a r y ,  r e q u i r e  a D D O  to f u r n i s h  him w i t h  a 

s t a t e m e n t  r e l a t i n g  to the p a y m e n t  of s a l a r y  m a d e  to the 

G o v e r n m e n t  s e r v a n t s  d u r i n g  a n y  s p e c i f i e d  p e r io d,  s h o w 

ing the n a m e  of the e m p l o y e e ,  the d e t a i l s  of s a l a r y  

d r a w n ,  the a m o u n t  of tax d e d u c t e d  t h e r e f r o m  a nd  the 

p e r i o d  to w h i c h  the tax r e l a t e s .  This , h o w e v e r ,  is
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r a r e l y  d o n e .  E m p l o y e e - w i s e  d e t a i l s  a r e  n o t  r e a l l y  

n e c e s s a r y  f o r  m e e t i n g  t he  i n f o r m a t i o n  n e e d s  of t he  

D e p a r t m e n t .  W h a t  is n e e d e d  is o n l y  the tax d e d u c t i o n s  

m a d e  d u r i n g  the year, a n a l y s e d  a c c o r d i n g  to the p a y -  

r a n g e  g r o u p s  of e m p l o y e e s .  It w o u l d  s u f f i c e  if t h e  

s a l a r y  p a y m e n t s  for the l a st  m o n t h  of the f i n a n c i a l

y e a r  ( F e b r u a r y )  is t a ke n for t h i s  p u r p o s e .  The v a r i a 

t i o n s  in the c o u r s e  of the y e a r  m a y  be i g n o r e d .  We

s h a l l  d i s c u s s  t h i s  p r o b l e m  in s o m e  d e t a i l  w h i l e  d e a l i n g  

w i t h  p r i v a t e  e m p l o y e r s  and t h e i r  r e t u r n s .  The s t a t e 

m e n t s  i n a s t a n d a r d  f o r m  m a y  be r e q u i r e d  to be f u r 

n i s h e d  b y  t h e  D D O s  to the C S U  i n  A p r i l  e v e r y  y e a r .  

T h o s e  D D O s  w h o  do  not o b t a i n  f u n d s  f r o m  t r e a s u r i e s  ma y 

a l s o  be r e q u i r e d  to e n c l o s e  on e set of c h a l l a n  f o i l s  in 

r e s p e c t  of the p a y m e n t s  of tax m a d e  f r o m  m o n t h  to m o n t h  

w i t h  thi s s t a t e m e n t .  A s u g g e s t e d  f o r m a t  for the s t a t e 

m e n t  is g i v e n  in F o r m  GS-2.

(ii) P r i v a t e  e n p l o y e e s  s e c t o r

2 . 4 . 3  Th e p r i v a t e  e m p l o y e e s  s e c t o r  c o n s t i t u t e s  the

m o s t  i m p o r t a n t  s e g m e n t  of the t a x p a y e r s  as, a c c o r d i n g  

to e s t i m a t e s ,  it a c c o u n t s  for a b o u t  55 p er  c e n t  of the 

tota l tax. As e x p l a i n e d  e a r l i e r ,  p r i v a t e  e m p l o y e r s  

h a v e  to r e g i s t e r  and f u r n i s h  m o n t h l y  or a n n u a l  r e t u r n s .  

T h e r e  a r e  p r e s c r i b e d  fo r ms  for t h i s  p u r p o s e  but th e i r  

d e s i g n  is n o t  s c i e n t i f i c  and the i n f o r m a t i o n  is n o t  

c o m p i l e d  a n d  s t o r e d  r e g u l a r l y .  The D e p a r t m e n t  is a b l e  

to f u r n i s h  o n l y  the b a r e  n u m b e r  of e m p l o y e r s  r e g i s t e r e d  

and not e v e n  the total n u m b e r  of e m p l o y e e s  who  ar e
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the re al t a x p a y e r s ,  let a l o n e  an y a n a l y s i s  a c c o r d i n g  to 

pay r a n g e s  an d r e v e n u e  yi eld .

2 . 4 . 4  To f a c i l i t a t e  the b u i l d i n g  up of a s c i e n t i f i c

i n f o r m a t i o n  s y s t e m  w h i c h  m a y ,  if n o t  n o w ,  at l e a s t  

e v e n t u a l l y ,  be put on the c o m p u t e r ,  it is n e c e s s a r y  to 

h a v e  a g o o d  n u m b e r i n g  s y s t e m  s e p a r a t e l y  for thi s s e c 

tor.

2 . 4 . 5  E m p l o y e r s  a r e  s e r v i c e d  by 28 P T O s  l o c a t e d  all

o ve r the State . T h e y  o b t a i n  t h e i r  R Cs f r o m  t h e m  and

f i l e  t he i r  r e t u r n s  w i t h  them. C o n s i d e r i n g  the f a ct  

that RC h o l d e r s  p r o v i d e  the b u l k  of the PT r e v e n u e  and 

t h e i r  n u m b e r  is n o t  u n m a n a g e a b l e  ( a b o u t  2 0 , 0 0 0 ) ,  this 

p r a c t i c e  m a y  c o n t i n u e .  E a c h  PTO w i l l  be h a v i n g  a b o u t  

700 RC h o l d e r s .  As the b a s i c  o p e r a t i o n  c o n s i s t s  of 

w a t c h i n g  i n f l o w  of r e t u r n s  and  tax p a y m e n t s ,  the m a n 

p o w e r  d e p l o y m e n t  s e e m s  to be a d e q u a t e .  In fact, e v e n

the n o r m  l a i d  d o w n  by the D e p a r t m e n t  is 60 a s s e s s m e n t s  

p e r  m o n t h .  T h e  m o n t h l y  r e t u r n s  c a n  n o t  r e a l l y  be 

r e g a r d e d  as s e p a r a t e  ' a s s e s s m e n t s ' .  In r e a l i t y ,  f o r m a l  

a s s e s s m e n t s  a r e  h a r d l y  eve r made.

2 . 4 . 6  At p r e s e n t ,  a n  a p p l i c a t i o n  for r e g i s t r a t i o n  is

m a d e  by an e m p l o y e r  on F o r m  1 w h i l e  the RC is g r a n t e d  

o n  F o r m  2. By c o m b i n i n g  th e two a n d  r e q u i r i n g  the 

e m p l o y e r  to f i l e the f o r m  in t r i p l i c a t e ,  the p r o c e s s  of 

d i s p o s a l  of a p p l i c a t i o n s  for RCs can  be s p e e d e d  up. As 

f i l i n g  of a n  a p p l i c a t i o n  is a o n e - t i m e  o p e r a t i o n ,  no 

o n e  w o u l d  g r u d g e  h a v i n g  to fi le  it in t r i p l i c a t e .  The

33



a p p l i c a t i o n  s h o u l d  c o v e r  all p l a c e s  of w o r k  w i t h i n  the 

j u r i s d i c t i o n  of d i f f e r e n t  P T O s  w h i c h  s h o u l d  be 

e n u m e r a t e d  on the a p p l i c a t i o n  form. The f o r m s  m a y  be 

sent  to the P T O  h a v i n g  j u r i s d i c t i o n  o v e r  the p r i n c i p a l  

p l a c e  of b u s i n e s s ,  w h o  w i l l  e n t e r  the R C  n u m b e r  a l 

l o t t e d  by h i m  in all the thr ee  c o p i e s ,  and send  one 

c o p y  e a c h  to the a p p l i c a n t  an d  the CSU. The P T O s  can 

be a l l o c a t e d  ' b l o c k s '  of RC n u m b e r s  for a l l o t m e n t  so 

th a t  the n u m b e r  w i l l  r e m a i n  u n i q u e  for e a c h  e m p l o y e r  

all o v er  the S t a t e .  It c a n  be a s p e a k i n g  n u m b e r  i n c o r 

p o r a t i n g  a l o c a t i o n  c o d e  an d t a x p a y e r  c a t e g o r y  code. 

M o d i f i c a t i o n s  and c a n c e l l a t i o n s  of R C s  w i l l  a l s o  h a v e  

to be s i m i l a r l y  i n t i m a t e d  to the P T O  a nd  CSU. The CSU 

wi l l  t h e n  be a b l e  to m a i n t a i n  a m a s t e r  r e g i s t e r  of RC 

h o l d e r s  w i t h o u t  h a v i n g  to d e p e n d  on a n y  p e r i o d i c a l  

r e p o r t s  f r o m  the P T O  and this c a n  be e a s i l y  d o n e  by a 

c o m p u t e r .  T h e  a d v a n t a g e  of t h i s  p r o c e d u r e  w i l l  be that 

o n l y  t h e  C S U  n e e d  h a v e  a c o m p u t e r  f o r  P T  w o r k .  

A s t a n d a r d  f o r m a t  for t h e  a p p l i c a t i o n / a l l o t 

m e n t / m o d i f i c a t i o n  f o r m  is g i v e n  in F o r m  R C - 1  in A p p e n 

dix I.

2 . 4 . 7  T he  n e x t  i m p o r t a n t  s t a t i s t i c a l  i n p u t  w h i c h  an 

RC h o l d e r  p r o v i d e s  is the r e t u r n .  As  of n o w  this is 

u t i l i s e d  m a i n l y  for a d m i n i s t r a t i v e  c o n t r o l  and is n ot  

put to a n y  w o r t h w h i l e  s t a t i s t i c a l  use. The  r e t u r n  c o n 

t a i n s  v a l u a b l e  s t a t i s t i c a l  i n f o r m a t i o n  w h i c h  c a n  be 

e a s i l y  c o m p i l e d  by d e v i s i n g  a s u i t a b l e  s y s t e m .  For 

this, s o m e s c h e m a t i c  h u r d l e s  h a v e  to be o v e r c o m e .  At 

p r e s e n t ,  w h i l e  RC h o l d e r s  g e n e r a l l y  f i l e  m o n t h l y
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r e t u r n s ,  s o m e  a re  a l l o w e d  to f i l e  r e t u r n s  a n n u a l l y .  

S i m i l a r l y ,  w h i l e  g e n e r a l l y  r e t u r n s  a r e  f i l e d  by  

b r a n c h e s  s e p a r a t e l y  b e f o r e  the l o c a l  P T O  h a v i n g  j u r i s 

d i c t i o n ,  s o m e  e m p l o y e r s  a r e  a l l o w e d  to f i l e  c o n 

s o l i d a t e d  r e t u r n s  in r e s p e c t  of all  t h e i r  e s t a b 

l i s h m e n t s  w i t h i n  the S t a t e .  W i t h o u t  some  m e a s u r e  of 

u n i f o r m i t y ,  it w i l l  be d i f f i c u l t  to d e v i s e  a s c i e n t i f i c  

i n f o r m a t i o n  s y s t e m .

2 . 4 . 8  The s c h e m e  of the tax i t s e l f  is that its i n 

c i d e n c e  is in m o n t h l y  c y c l e s ,  the r a t e  d e p e n d i n g  on 

the s a l a r i e s  and w a g e s  of e a c h  m o n t h .  U n l i k e  u n d e r  i n 

com e tax, the a n n u a l  s a l a r y  p a i d  ha s no r e l e v a n c e .  The 

r e t u r n  w i l l  t h e r e f o r e  h a v e  to s h o w  th e  n u m b e r  of 

e m p l o y e e s  in e a c h  s a l a r y  g r o u p  s e p a r a t e l y  fo r e a c h  

m o n t h .

2 . 4 . 9  W h e n  an e m p l o y e e  g e ts  an  i n c r e a s e  in s a l a r y  or

w a g e s  in the m i d d l e  of the ye a r ,  the tax l i a b i l i t y  for

the e a r l i e r  m o n t h s  is n o t  in a n y  w a y  a f f e c t e d .  If the

i n c r e a s e  is e f f e c t i v e  f r o m  an i n t e r m e d i a t e  d a t e  in a 

m o n t h ,  the i n c i d e n c e  of tax for that m o n t h  m a y  be p a r 

t i a l l y  a f f e c t e d .  The ful l i n c i d e n c e  m a y  be f e l t  onl y 

in s u b s e q u e n t  m o n t h s .  T h i s  p r e s e n t s  no p r o b l e m s  e x c e p t  

w h e r e  the i n c r e a s e  is o p e r a t i v e  f r o m  a b a c k  d a t e  and

a r r e a r s  of s a l a r i e s  or w a g e s  a r e  paid. As u n d e r  i n c o m e  

tax, t h e r e  a re  two a l t e r n a t i v e  p o s s i b i l i t i e s :  one, to

r e l a t e  the i n c r e a s e  b a c k w a r d s  to the r e l e v a n t  m o n t h s  

and c o l l e c t  the a d d i t i o n a l  tax, if an y due, for the

e a r l i e r  m o n t h s ;  the o t h e r  is to go by the g r o s s  a m o u n t
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i n c l u d i n g  a r r e a r s  a c t u a l l y  p a i d  in  a n y  m o n t h  an d  a t 

t e m p t  n o  s p r e a d o v e r .  U n l i k e  u n d e r  i n c o m e  t a x ,  the 

s p r e a d o v e r  w i l l  be a d v a n t a g e o u s  to t h e  r e v e n u e  a n d  

d e t r i m e n t a l  to the t a x p a y e r .  F o r  e x a m p l e ,  if a n  

e m p l o y e e  d r a w i n g  a g r o s s  s a l a r y  of R s . 1 4 0 0  p.m. fr om  

1st A p r i l  in a n y  y e a r  is a l l o w e d  an i n c r e a s e  of R s . 2 0 0  

in O c t o b e r  b ut  e f f e c t i v e  f r o m  1st A p r i l  p r e c e d i n g  and 

is pa id  a r r e a r s  for six m o n t h s  a m o u n t i n g  to R s . 2 4 0 0  

al so  in O c t o b e r ,  the p o s i t i o n  w i l l  be tha t tax w o u l d

h a v e  b e e n  d e d u c t e d  at the r a t e  of R s . 1 0  per  m o n t h  fo r

e a c h  of the s i x  m o n t h s  f r o m  A p r i l  to S e p t e m b e r .  The 

p a y m e n t  d u r i n g  O c t o b e r  w i l l  be R s . 1 6 0 0  t o w a r d s  s a l a r y  

an d R s . 1 2 0 0  t o w a r d s  a r r e a r s .  F r o m  N o v e m b e r  to M a r c h  

the m o n t h l y  p a y m e n t  w i l l  be R s . 1 6 0 0  a nd  the tax to be 

d e d u c t e d  w i l l  be R s .15 per m o n t h .  For O c t o b e r ,  t h e r e  

are two w a y s  of d e d u c t i n g  tax. F o r  that m o n t h ' s  s a l a r y  

a l o n e  the t ax l i a b i l i t y  w i l l  be R s . 1 5  or, if the g r o s s  

a m o u n t  of R s . 2 8 0 0  i n c l u d i n g  the a r r e a r s  is t ak en,  the 

tax w i l l  be R s . 2 0 .  T h a t  is, he w i l l  pa y R s .5 m o r e  than 

w h a t  is r e a l l y  due for O c t o b e r  but  w i l l  not ha ve  to pay

a n y t h i n g  e x t r a  for the p a s t  s i x  m o n t h s  for w h i c h  he has

paid R s . 1 0  p e r  m o n t h  only.  H o w e v e r ,  if s p r e a d o v e r  is 

a l l o w e d ,  the l i a b i l i t y  for O c t o b e r  w i l l  be R s . 1 5  as for 

the l a t e r  m o n t h s  but  a d d i t i o n a l  tax of Rs . 5 pe r m o n t h  

a m o u n t i n g  to R s . 6 0  w i l l  h a v e  to be r e c o v e r e d  for the 

p e r i o d  A p r i l  to S e p t e m b e r .  The l i a b i l i t y  r e s u l t i n g  

f r o m  s p r e a d i n g  o v e r  the i n c r e a s e  to the a p p r o p r i a t e  

m o n t h s  w i l l  be R s . 5 5  m o r e  t h a n  w h a t  w o u l d  r e s u l t  f r o m  

i n c l u d i n g  the e n t i r e  a r r e a r s  in one m o n t h .  W h a t  is 

b e i n g  d o n e  at p r e s e n t  is to s p r e a d  o v e r  the a r r e a r s  and
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c o l l e c t  the a d d i t i o n a l  tax a n d  t h i s  c a n n o t  be c a l l e d  

u n f a i r .  T a k i n g  all the a r r e a r s  in one  m o n t h ,  t h o u g h  

b e n e f i c i a l  to the t a x p a y e r ,  is not s t r i c t l y  c o r r e c t  and 

m a y  e n c o u r a g e  p e t t y  m a n i p u l a t i o n s  for g e t t i n g  m i n o r  

b e n e f i t s .  The f o r m  of m o n t h l y  r e t u r n  has t h e r e f o r e  to 

p r o v i d e  c o l u m n s  f o r  s h o w i n g  p a y m e n t  of a r r e a r s  a n d  

r e c o v e r i e s  t o w a r d s  b a c k  d u e s  for tax.

2 . 4 . 1 0  T h e  q u e s t i o n  the n a r i s e s  w h e t h e r  the p r e s e n t  

o p t i o n  to f i l e  a n n u a l  r e t u r n s  s h o u l d  c o n t i n u e  to be a l 

l o w e d .  T h e r e  is no e s c a p e  f r o m  h a v i n g  to d e d u c t  and 

p a y  the tax e v e r y  m o n t h .  For th at  the e m p l o y e r  has 

n e c e s s a r i l y  to list  out  and g r o u p  e m p l o y e e s  a c c o r d i n g  

to the s a l a r y  r a n g e s .  To put d o w n  the f i g u r e s  c o m p i l e d  

o n  a f o r m a l  r e t u r n  d o e s  n o t  e n t a i l  m u c h  of a d d i t i o n a l  

l a b o u r .  The p r a c t i c e  of a l l o w i n g  so me  e m p l o y e r s  to 

f il e a n n u a l  r e t u r n s  c r e a t e s  d i s c o r d  in the i n f o r m a t i o n  

s y s t e m .  We s u g g e s t  that  the p r a c t i c e  be d i s c o n t i n u e d .

2 . 4 . 1 1  The o t h e r  p r o b l e m  r e f e r r e d  to e a r l i e r  is that 

of an e m p l o y e r  f i l i n g  s e p a r a t e  r e t u r n s  for e a c h  b r a n c h .  

Of c o u r s e ,  s a l a r i e s  wi ll  h a v e  to be d i s b u r s e d  l o c a l l y  

by e a c h  b r a n c h  s e p a r a t e l y  but t h a t  is no r e a s o n  w hy  

s e p a r a t e  r e t u r n s  s h o u l d  be fi le d.  O p t i o n  is n o w  g i v e n  

to the h e a d  o f f i c e  to f i l e  a c o n s o l i d a t e d  r e t u r n .  We 

w o u l d  s u g g e s t  that the p r a c t i c e  of a c c e p t i n g  s e p a r a t e  

r e t u r n  f r o m  e a c h  b r a n c h  m a y  be g i v e n  up and  the h e a d  

o f f i c e  r e q u i r e d  to f i l e  a s i n g l e  m o n t h l y  r e t u r n  for 

the e n t i r e  e s t a b l i s h m e n t .  T h i s  w i l l  a l s o  h e l p  to 

r e d u c e  the n u m b e r  of r e t u r n s  to be h a n d l e d .



2 . 4 . 1 2  T h e  m o n t h l y  r e t u r n s  a r e  m e a n t  p r i m a r i l y  f o r  

w a t c h i n g  c o m p l i a n c e .  It is u n n e c e s s a r y  to m a k e  m o n t h l y  

c o m p i l a t i o n s  for s t a t i s t i c a l  p u r p o s e s .  It w o u l d  s u f 

f i c e  if the d a t a  a r e  a g g r e g a t e d  onc e a ye a r .  The d a t a  

to be c o m p i l e d  in r e l a t i o n  to e m p l o y e e s  a r e  s i m p l e :  (i)

n u m b e r  of e m p l o y e e s  in e a c h  s a l a r y  g r o u p ,  a n d  (ii) tax 

d e d u c t e d  in a y e a r .  Of c o u r s e ,  c e r t a i n  b a s i c  d a t a  

r e l a t i n g  to the e m p l o y e r  h i m s e l f  m u s t  be i n c l u d e d  a nd  

t h e r e f o r e  to be c o m p i l e d .  T h e r e  is, h o w e v e r ,  o n e  

p r o b l e m .  An e m p l o y e e  m a y  be m o v i n g  f r o m  one s a l a r y  

g r o u p  to a n o t h e r  in th e c o u r s e  of a y e a r  a n d  t h e  

m o n t h l y  r e t u r n s  w i l l  t h e r e f o r e  sh ow  v a r y i n g  n u m b e r s  u n 

der e a c h  s a l a r y  g r o u p .  ' No r e f i n e m e n t  n e e d  be m a d e  in 

the s t a t i s t i c a l  p r e s e n t a t i o n  to d e p i c t  t h i s  v a r i a t i o n .  

Fo r  all p u r p o s e s  f o r  w h i c h  s t a t i s t i c a l  c o m p i l a t i o n s  

ar e n e e d e d ,  it w o u l d  be a d e q u a t e  if the s a l a r y  g r o u p i n g  

as g i v e n  for the l a s t  m o n t h  of the y e ar  is a d o p t e d .  The 

m o n t h l y  s t a t e m e n t  for F e b r u a r y / M a r c h  m a y  t h e r e f o r e  be 

s l i g h t l y  a d a p t e d  to s e r v e  as the a n n u a l  s t a t i s t i c a l  

r e t u r n .  W h i l e  the m o n t h l y  r e t u r n s  w o u l d  be f u r n i s h e d  

in d u p l i c a t e ,  t h o s e  for the l a s t  m o n t h  of the y e a r  m a y  

be r e q u i r e d  to be f u r n i s h e d  in t r i p l i c a t e  to the PTO, 

the PTO  m a y  be r e q u i r e d  to sen d the 3 rd  c o p y  f o r t h w i t h  

to the C S U  w h e r e  the d a t a  c o m p i l a t i o n  c a n  p r o c e e d  i n d e 

p e n d e n t l y  of the o p e r a t i o n a l  f u n c t i o n s  in the o f f i c e  of 

the PTO. A f o r m a t  for the m o n t h l y - c u m - a n n u a l  r e t u r n  is 

g i v e n  in F o r m  R C - 2  in A p p e n d i x  I.
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2 . 4 . 1 3  The s y s t e m  we h a v e  s u g g e s t e d  a b o v e  w o u l d  m a k e  

an e x t r a  c o p y  of the m o n t h l y  r e t u r n  for t he  l a s t  m o n t h  

of th e y e a r  th e  s t a t i s t i c a l  i n p u t ,  t h u s  d e l i n k i n g  

s t a t i s t i c s  f r o m  the a d m i n i s t r a t i v e  p r o c e d u r e s  of w a t c h 

ing f i l i n g  of r e t u r n s  and m a k i n g  a s s e s s m e n t s .  T h i s  is 

a k in d of tax in w h i c h  f o r m a l  a s s e s s m e n t s  a r e  u n n e c e s 

s a r y  e x c e p t  in r ar e c a s e s .  The D e p a r t m e n t  c a n n o t  a f 

f o r d  to f r i t t e r  a w a y  its m a n p o w e r  on u n p r o d u c t i v e  work. 

T h a t  is the r e a s o n  wh y  a s s e s s m e n t s  are  a l l o w e d  to fall 

i n t o h e a v y  a r r e a r s .  But w h e n  th e r e  e x i s t s  n e i t h e r  the 

n e e d no r the i n t e n t i o n  to c l e a r  thes e a r r e a r s ,  d e p i c t 

ing the r e t u r n s  not  c h e c k e d  as a r r e a r s  of a s s e s s m e n t s  

g i v e s  a d i s t o r t e d  p i c t u r e  of the w o r k i n g  of the D e p a r t 

m e n t .  We w o u l d  s u g g e s t  that a p r o v i s i o n  m a y  be m a d e  in 

the la w d e e m i n g  an a s s e s s m e n t  to hav e b e e n  c o m p l e t e d  on 

the b a s i s  of the r e t u r n  as s o o n  as the r e t u r n  is f i l e d  

and a c k n o w l e d g e d .  If an a d d i t i o n a l  c o p y  of the r e t u r n  

is o b t a i n e d ,  th at  c o p y  m a y  be s t a m p e d  and r e t u r n e d  to 

the RC h o l d e r  as a c k n o w l e d g m e n t - c u m - a s s e s s m e n t  o r d e r .  

A s a f e t y  v a l v e  ma y,  h o w e v e r ,  be p r o v i d e d  in the f o r m  of 

a p r o v i s i o n  e n a b l i n g  t he P T O  to p u t  a n y  r e t u r n  to 

s c r u t i n y  and r a i s e  a d d i t i o n a l  d e m a n d  at a n y  time, say, 

w i t h i n  f o u r  y e a r s  f r o m  the end of the y e a r  in w h i c h  the 

r e t u r n  is f i l ed .  A s of date , th e r e  is no time  l i m i t  

for m a k i n g  an a s s e s s m e n t .  T h e r e  need  be no time l i m i t  

for c a l l i n g  for  r e t u r n s  f r o m  d e f a u l t e r s  or e v e n  for 

m a k i n g  an a s s e s s m e n t  as a n  a s s e s s m e n t  w o u l d  be d e e m e d  

to h a v e  b e e n  m a d e  as s o o n  as a r e t u r n  is f i l e d  a n d  a c 

k n o w l e d g e d .  U n d e r  th is  s y s t e m  it is n e c e s s a r y  to s h o w  

o n l y  the r e t u r n s  r e c e i v e d  in the p r o g r e s s  r e p o r t  of the
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PTO. T h e r e  w i l l  be no a r r e a r s  of a s s e s s m e n t s  e x c e p t  in 

r e g a r d  to a f e w  c a s e s  s p e c i f i c a l l y  t a k e n  o u t  f o r  

s c r u t i n y .  A f o r m a t  for the m o n t h l y  p r o g r e s s  r e p o r t  is 

g i v e n  in F o r m  R C - 3  in A p p e n d i x  I.

( i i i )  P r o f e s s i o n ,  b u s i n e s s  a n d  v o c a t i o n  s e c t o r

2 . 4 . 1 4  A s  o u t l i n e d  e a r l i e r ,  p e r s o n s  e n g a g e d  in a n y  

p r o f e s s i o n ,  t r a d e ,  c a l l i n g  or e m p l o y m e n t  o t h e r  t h a n  

t h o s e  r e c e i v i n g  s a l a r i e s  or w a g e s  f r o m  e m p l o y e r s ,  are 

r e q u i r e d  to e n r o l  t h e m s e l v e s  w i t h  the P T O  and p a y  tax 

d i r e c t l y  e v e r y  year. The tax l i a b i l i t y  is on p r e s u m p 

tive b a s i s ,  d e p e n d i n g  on the s t a n d i n g  in the p r o f e s s i o n  

or the l o c a t i o n  of the a c t i v i t y ,  the s i z e  of the c o n 

c e r n  or t he n a t u r e  of the a c t i v i t y  or one or m o r e  of 

these, the p a r t i c u l a r s  of w h i c h  are r e c o r d e d  in the RC 

its el f .  O n l y  in the ca se  of d e a l e r s  as d e f i n e d  u n d e r  

the G u j a r a t  S a l e s  T a x  Ac t  who  c o n s t i t u t e  a s e p a r a t e  

s u b - c a t e g o r y  ( i t e m  6 of the 1st S c h e d u l e )  d o e s  the tax 

l i a b i l i t y  d e p e n d  on the t u r n o v e r ,  w h i c h  c a n  p o s s i b l y  

i n v o l v e  " a s s e s s m e n t "  in the u s u a l  se n s e .  E v e n  here,  

the r a t e  g r o u p i n g s  h av e  b e e n  r e d u c e d  f r o m  5, r a n g i n g  

f r o m  R s . 5 0  to R s . 2 5 0  per a n n u m  d u r i n g  1 9 7 6 - 7 7 ,  to jus t 

2 ( R s . 1 5 0  and R s . 2 5 0 )  f r o m  1 . 4 . 1 9 8 1 .  Th e EC d e a l e r s  do 

n o t ,  t h e r e f o r e ,  h a v e  to f i l e  r e t u r n s .  No f o r m a l  

a s s e s s m e n t s  a r e  m a d e  e x c e p t  w h e r e  p r o c e e d i n g s  a r e  

s t a r t e d  u n d e r  s e c t i o n  7A of the Ac t a g a i n s t  d e f a u l t e r s .  

In o t h e r  c a s e s ,  the R C  i t s e l f  s e r v e s  as a p e r m a n e n t  

a s s e s s m e n t  o r d e r - c u m - d e m a n d  n o t i c e .
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2 . 4 . 1 5  A s  n o t h i n g  m u c h  t u r n s  o n  a d o p t i n g  h i g h l y

r e f i n e d  s y s t e m s  fo r g r a d i n g  t a x p a y e r s  for  p r o f e s s i o n  

tax p u r p o s e s  a c c o r d i n g  to t h e i r  c a p a c i t y  to pay, t h e r e  

s e e m s  to be s o m e  f u r t h e r  s c o p e  for s i m p l i f y i n g  t h e  

v a r i o u s  s u b - c a t e g o r i e s  in the p r o f e s s i o n ,  b u s i n e s s  or

v o c a t i o n  c a t e g o r y .  The  s u b - c a t e g o r y  on w h i c h  t h e  

D e p a r t m e n t  has e v e n  o t h e r w i s e  d i r e c t  c o n t r o l  is the one 

of d e a l e r s  u n d e r  the s a l e s  tax l a w  f a l l i n g  u n d e r  e n t r y  

6 in the 1st s c h e d u l e .  T h e r e  are t u r n o v e r  l i m i t s  for 

t h e i r  r e g i s t r a t i o n  u n d e r  the  S a l e s  T a x  A c t .  T h e r e  

s e e m s  to be no r e a s o n  w h y  all r e g i s t e r e d  d e a l e r s  s h o u l d  

not  be m a d e  l i a b l e  to pay a tax of R s . 2 5 0  per m o n t h  and 

u n r e g i s t e r e d  d e a l e r s  l e f t  ou t a l t o g e t h e r .  T h a t  wi ll

e l i m i n a t e  the n e e d  for e v e n  the two e x i s t i n g  c l a s s 

i f i c a t i o n s  a c c o r d i n g  to t u r n o v e r  l i m i t s  a n d  m a k e  

m o n i t o r i n g  of t h i s  s u b - c a t e g o r y  e a s y .  U n d e r  t he 

p r e s e n t  s c h e m e ,  d e a l e r s  w h o s e  t u r n o v e r  is, s a y ,  

R s . 6 0 , 0 0 0  do not h a v e  to r e g i s t e r  u n d e r  the S a l e s  Tax 

A c t  but ha ve  n e v e r t h e l e s s  to pa y p r o f e s s i o n  tax. Th is  

g r o u p  w o u l d  e v e n  o t h e r w i s e  be a v o i d i n g  the tax a n d  it 

is no t w o r t h w h i l e  for the D e p a r t m e n t  to c h a s e  it.

2 . 4 . 1 6  A m o n g  the o t h e r  s u b - c a t e g o r i e s  al s o ,  some f u r 

ther s i m p l i f i c a t i o n  m a y  be p o s s i b l e  in r e g a r d  to the 

p o p u l a t i o n  c r i t e r i o n  for the d e t e r m i n a t i o n  of the tax 

r a t e  as u n d e r  e n t r y  5 and e n t r y  8. S i m i l a r l y ,  w h e r e  an 

e s t a b l i s h m e n t  f a l l s  u n d e r  m o r e  than  one  e n t r y ,  some

c l e a r - c u t  r u l e  m a y  be f o r m u l a t e d  for f i n d i n g  out u n d e r  

w h i c h  e n t r y  it w i l l  fall. U n d e r  the p r e s e n t  s c h e d u l e ,  

a c o o p e r a t i v e  s o c i e t y  w i t h  a t u r n o v e r  of, say, less
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t h a n  R s . 2 , 5 0 , 0 0 0  in a y e a r  w i l l  p ay  a tax of R s . 1 5 0  in 

a y e a r  if it is p ut u n d e r  e n t r y  6 and R s . 2 5 0  in a y e a r  

if it is put u n d e r  e n t r y  3. The same  p r o b l e m  m a y  a r i s e  

in the c l a s s i f i c a t i o n  of c o m p a n i e s ,  f i r m s ,  b u i l d i n g  

c o n t r a c t o r s ,  etc. T h e s e  d i f f i c u l t i e s  c a n  be e a s i l y  

a v o i d e d  .

2 . 4 . 1 7  T h e  n u m b e r  of E C  h o l d e r s  h a s  r i s e n  f r o m  

1 , 6 1 , 3 3 4  in 1 9 7 6 - 7 7  to 5 , 5 6 , 3 1 8  in 1 9 8 6 - 8 7  a n d  the a n 

n u a l  g r o w t h  in r e c e n t  y e a r s  has b e e n  a b o u t  2 0 , 0 0 0 .  The 

m a x i m u m  tax t h a t  a n y  one of t h e m  w i l l  p a y  in a w h o l e  

y e a r  is o n l y  R s . 2 5 0 .  W h a t  is r e q u i r e d  of a s y s t e m  fo r 

h a n d l i n g  t h e s e  c a s e s  is b u l k  p r o c e s s i n g  w i t h  m i n i m a l  

o u t l a y  of tim e on e a c h  c a s e .  As of now, e n r o l m e n t  is 

d o n e  by the P T Os .  28 P T O s  all ov er  the S t a t e  w i l l  fi nd  

it h a r d  to h a n d l e  a b o u t  2 0 , 0 0 0  n e w  e n r o l m e n t s  e v e r y  

y e ar . In a d d i t i o n ,  t h e y  h a v e  to m o n i t o r  5.5 l a k h s  of 

c h a l l a n s  a n n u a l l y .  It is v i r t u a l l y  i m p o s s i b l e  fo r the m 

e v e n  to h a v e  t h e s e  f i l e d  p r o p e r l y ,  let a l o n e  c o m p i l e  

a n y  a n a l y t i c a l  s t a t e m e n t s .  T h i s  is c l e a r l y  an a r e a  

w h e r e  a c o m p u t e r  is c a l l e d  for.

2 . 4 . 1 8  We w o u l d  s u g g e s t  that the e n r o l m e n t  and s e r v i c 

i n g  of t he  p r o f e s s i o n ,  b u s i n e s s ,  v o c a t i o n  g r o u p  be 

f u l l y  c o m p u t e r i s e d  at t h e  C S U .  T h e  e x p e r i e n c e  of 

M a h a r a s h t r a  a nd  W e s t  B e n g a l  in c o m p u t e r i s i n g  PT w o r k  

m a y  be f o u n d  u s e f u l .  The a p p l i c a t i o n  for e n r o l m e n t  

c e r t i f i c a t e s  m a y  be r e c e i v e d  at the C S U  an d e n r o l m e n t  

n u m b e r s  d e s i g n e d  in a s c i e n t i f i c  m a n n e r  a l l o t t e d  t h e r e  

and c o m m u n i c a t e d  to the a p p l i c a n t .  As th is  is a one-
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time o p e r a t i o n ,  t h e r e  s h o u l d  be no p r o b l e m  in r e q u i r i n g  

RC a p p l i c a n t s  all o v e r  the S t a t e  to a p p l y  to a c e n t r a l  

o f f i c e .  In fac t,  as an e n c o u r a g e m e n t  to t h i s  c a t e g o r y  

th e  p o s t a g e  c h a r g e s  ( i n c l u d i n g  r e g i s t r a t i o n  a n d  

a c k n o w l e d g m e n t )  m a y  be b o r n e  by the D e p a r t m e n t .  Tax 

w i l l,  of c o u r s e ,  be p a i d  l o c a l l y  on a d i f f e r e n t  s e r i e s  

of c h a l l a n s  to d i s t i n g u i s h  the p a y m e n t s  f r o m  t h o s e  m a d e  

by RC h o l d e r s .  T h i s  c h a l l a n  n e e d  be o n l y  in t r i p l i 

cate , the t a x p a y e r s  g e t t i n g  o n l y  one c o p y  as t h e y  do

no t  h av e to fi le  a ny r e t u r n s .  The t r e a s u r i e s  m a y  be 

r e q u i r e d  to s e n d  one c o p y  to the C S U  i n s t e a d  of to the 

PT O as at p r e s e n t .  T h a t  w i l l  e l i m i n a t e  the n e e d  for 

i n d i v i d u a l  E C  h o l d e r s  to be in c o n t a c t  w i t h  the D e p a r t 

m e n t  (PTO) e v e n  o n c e  a year . Th-e CS U w i l l  a l s o  r e c e i v e

c h a l l a n s  f r o m  f e w e r  p o i n t s .  Th e e n t i r e  r e c o r d s  of an

EC h o l d e r  w i l l  be m a i n t a i n e d  at the C S U  and the P TO

w i l l  d i s a p p e a r  f r o m  the p i c t u r e  a l t o g e t h e r  in r e g a r d  to 

n o r m a l  o p e r a t i o n s .  O n l y  w h e n  the C S U  f i n d s  t h a t  the 

tax has no t b e e n  pa i d ,  it w i l l  h a v e  to a l e r t  the l o c a l  

PTO to g e t  in t o u c h  w i t h  the d e f a u l t e r .  S i m i l a r l y ,  

p r o c e e d i n g s  u n d e r  s e c t i o n  7A of the A ct  w h i c h  a r e  few 

and far b e t w e e n  w i l l  h a ve  to be c o m m e n c e d  and c o m p l e t e d  

by the PTO s but, o n c e  a t a x p a y e r  has b e e n  b r o u g h t  i n to  

the s t r e a m ,  his r e c o r d s  c a n  m o v e  to the CS U a nd d e a l t  

w i t h  t h e r e a f t e r .

2 . 4 . 1 9  T h e r e  wi ll  be o n l y  two m a i n  s t a t i s t i c a l  i n p u t s  

in r e s p e c t  of EC h o l d e r s ,  n a m e l y ,  the a p p l i c a t i o n  for 

e n r o l m e n t  and the c h a l l a n .  F o r m a t s  for the se  ar e g i v e n  

in F o r m s  E C - 1  and E C - 2  in A p p e n d i x  I. In t h o s e  l i m i t e d
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n u m b e r  of c a s e s  w h e r e  r e c o v e r y  or a s s e s s m e n t  u n d e r  s e c 

t i o n  7A is r e f e r r e d  to the P T Os , the PTOs  w i l l  h a v e  to 

p r o v i d e  a t h i r d  i n p u t  in the s h a p e  of a p r o g r e s s  r e p o r t  

on F o r m  EC- 3,  g i v e n  in A p p e n d i x  I. As s u c h  p r o c e e d i n g s

w i l l  n o t  be to o m a n y  it s h o u l d  s u f f i c e  if the r e p o r t  is

m a d e  o u t  a n n u a l l y  i n  A p r i l  in t r i p l i c a t e ,  o n e  c o p y  

g o i n g  d i r e c t l y  to t h e  C S U  for  s t a t i s t i c a l  w o r k  a n d  

a n o t h e r  to the s u p e r v i s i n g  o f f i c e  r e s p o n s i b l e  fo r a d 

m i n i s t r a t i v e  c o n t r o l .

(iv) E x e m p t i o n s

2 . 4 . 2 0  The l a w  p r o v i d e s  for a l i m i t e d  n u m b e r  of full
/ O

or p a r t i a l  e x e m p t i o n s  . The full an d r e g u l a r  e x e m p 

t i on s are:

(a) M e m b e r s  of the a r m e d  f o r c e s  of the U n i o n
s e r v i n g  in a n y  p a r t  of the St at e;

(b) P a r t n e r s  of f i r m s  w h i c h  are  no t d e a l e r s

u n d e r  the S a l e s  T ax  Act a n d  w h o s e  a n n u a l  
i n c o m e ,  as c e r t i f i e d  by the p r e s c r i b e d  
a u t h o r i t y ,  d o e s  not e x c e e d  R s . 1 0 , 000;

(c) E m p l o y e r s  of r e s i d e n t i a l  h o t e l s  s i t u a t e d
o u t s i d e  a c i t y  or m u n i c i p a l i t y  w i t h  
p o p u l a t i o n  e x c e e d i n g  5 0 , 0 0 0  or it s 
a g g l o m e r a t i o n s ;

(d) H a n d i c a p p e d  p e r s o n s ;

(e) C o n d u c t o r s  of fa ir  p r i c e  s h o p s  w i t h  t u r n 

o v e r  not e x c e e d i n g  R s . 1 , 0 0 , 0 0 0 .
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2 . 4 . 2 1  P a r t i a l  e x e m p t i o n  is a l l o w e d  to p a r t n e r s  of 

r e g i s t e r e d  fi rm s.  T hi s is s o m e w h a t  in the n a t u r e  of a 

d o u b l e  tax r e l i e f  as the f i r m  is a l s o  r e q u i r e d  to p a y  

tax. Ad hoc e x e m p t i o n s  of a t e m p o r a r y  n a t u r e  ar e s o m e 

t i m e s  a l l o w e d  to p r o v i d e  r e l i e f .  Thus , for the y e a r  

1 9 7 9 - 8 0  p r o f e s s i o n  tax e x e m p t i o n  w a s  a l l o w e d  to p e r s o n s  

a f f e c t e d  by f l o o d s  in the r i v e r  M a c h u  in A u g u s t  1979. 

E m p l o y e e s  p a y i n g  t a x  by d e d u c t i o n  at s o u r c e  w e r e ,  

h o w e v e r ,  a l l o w e d  e x e m p t i o n  o n l y  f r o m  S e p t e m b e r  to 

F e b r u a r y  to a v o i d  r e f u n d  of tax a l r e a d y  d e d u c t e d  and 

pa id .

2 . 4 . 2 2  No c h a n g e  in the s c h e m e  of e x e m p t i o n s  s e e m s  to 

be n e c e s s a r y  in the c o n t e x t  of b u i l d i n g  up an i n f o r m a 

t i o n  s y s t e m .  It is a l s o  u n n e c e s s a r y  to s e e k  to cull 

out  i n f o r m a t i o n  r e g a r d i n g  the tax s a c r i f i c e  i n v o l v e d  in 

t h e s e  e x e m p t i o n s .

(v) O t h e r  a d m i n i s t r a t i v e  r e p o r t s

2 . 4 . 2 3  In r e g a r d  to PT, a d m i n i s t r a t i v e  or s t a t i s t i c a l  

r e p o r t s  o t h e r  tha n t h o s e  d i s c u s s e d  a b o v e  ar e  no t of 

m u c h  c o n s e q u e n c e .  A p p e a l s  a n d  r e v i s i o n s  or r e c t i f i c a 

t i o n s  a r e  f e w  and f ar  b e t w e e n .  T h e r e  a r e  no s e p a r a t e  

a p p e l l a t e  or r e v i s i o n a r y  a u t h o r i t i e s  for PT a l o n e .  No 

s e p a r a t e  r e p o r t i n g  s y s t e m s  a r e  t h e r e f o r e  n e c e s s a r y  for 

PT. W h a t  is n e e d e d  is o n l y  t h at  an a p p e l l a t e  or r e v i 

s i o n a r y  a u t h o r i t y  m a y  be r e q u i r e d  to f u r n i s h  a b r e a k 

up, o n c e  a yea r,  of the p e n d e n c y ,  i n s t i t u t i o n ,  d i s p o s a l
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an d  b a l a n c e  s e p a r a t e l y  for the v a r i o u s  t a x e s  I n c l u d i n g  

PT, d e a l t  w i t h  by them.

2 . 5  S t a t i s t i c a l  O u t p u t s

2.5 .1  T h e  i n p u t s ,  the d e s i g n  of w h i c h  is set ou t in 

the f o r e g o i n g  p a r a g r a p h s ,  c o n t a i n  c o m p r e h e n s i v e  i n f o r 

m a t i o n  on the i n c i d e n c e ,  l e v y  and c o l l e c t i o n  of p r o f e s 

s i o n  tax. A v a r i e t y  of o u t p u t s  c a n  be g e n e r a t e d  f r o m  

these, a c c o r d i n g  to the n e e d s  of the u s e r s .  T h e s e  o u t 

p u t s  c a n  be b r o u g h t  out as p a r t  of the D e p a r t m e n t ' s  a n 

n u a l  s t a t i s t i c a l  s u r v e y .  S o me  u s e f u l  s p e c i m e n  o u t p u t s  

a r e  g i v e n  in A p p e n d i x  II. The a n n u a l  s u r v e y  s h o u l d  be 

a d e q u a t e  to m e e t  the n o r m a l  r e q u i r e m e n t s  of the F i n a n c e  

D e p a r t m e n t  for b u d g e t a r y  and p o l i c y  p u r p o s e s .  M o r e  

d e t a i l e d  i n f o r m a t i o n  r e g a r d i n g  s p e c i f i c  c a t e g o r i e s  or 

s u b - c a t e g o r i e s  c a n  a l w a y s  be r e q u i s i t i o n e d  f r o m  the 

CSU .

2. 6  T a c k l i n g  T a x  E v a s i o n  t h r o u g h  I n f o r m a t i o n  S y s t e m

2.6.1  A n i n f o r m a t i o n  s y s t e m  h e l p s  c u r b  tax e v a s i o n  

in t wo  w a y s .  F i r s t ,  it h a s  c o n s i d e r a b l e  d e t e r r e n t  

v a l u e .  W h e n  a p e r s o n  k n o w s  tha t his d e a l i n g s  w i l l ,  by 

and l a r g e ,  c o m e  to the n o t i c e  of the tax D e p a r t m e n t ,  he 

w i l l  n o r m a l l y  r e p o r t  t h e m  h i m s e l f .  The  v e r y  e x i s t e n c e  

of an e f f i c i e n t  i n f o r m a t i o n  s y s t e m  h e l p s  to i m p r o v e  

the l e v e l  of c o m p l i a n c e .  S e c o n d ,  b y  b r i n g i n g  to the 

n o t i c e  of the tax o f f i c e  s p e c i f i c  c a s e s  of d e l i n q u e n c y ,  

it h e l p s  d e t e c t i o n  and p u n i s h m e n t  of tax f r a u d s .  Of
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c o u r s e ,  t h e r e  c a n  be no i d e a l  i n f o r m a t i o n  s y s t e m  w h i c h  

w i l l  e n s u r e  e i t h e r  total c o m p l i a n c e  or d e t e c t i o n  of 

e v e r y  c a s e  of n o n - c o m p l i a n c e .

2 . 6 . 2  I n f o r m a t i o n  s y s t e m s  h e l p  t a x  e n f o r c e m e n t  by 

h e l p i n g  the a d m i n i s t r a t i o n  to d e t e c t  n o n - c o m p l i a n c e .  In 

the c o m p l e x  w o r l d  of today, e c o n o m i c  a c t i v i t i e s  are 

s u b j e c t  to n u m e r o u s  f i s c a l ,  r e s t r i c t i v e ,  r e g u l a t o r y ,  

e n a b l i n g  an d b e n e f i c i a l  laws and r e g u l a t i o n s .  T h e y  al so  

i n v o l v e  d e a l i n g s  w i t h  n u m e r o u s  p u b l i c  a u t h o r i t i e s  for 

s e c u r i n g  the n e c e s s a r y  i n f r a s t r u c t u r e s  or f a c i l i t i e s  

and  t r a n s a c t i o n s  w i t h  a n u m b e r  of d i f f e r e n t  a u t h o r i t i e s  

and the p u b l i c .  In this p r o c e s s  a v a r i e t y  of i n f o r m a 

ti on  is g e n e r a t e d  w h i c h  a l s o  o f t e n  g e t s  r e c o r d e d .  T h e r e  

is t o d a y  no d e a r t h  of s o u r c e s  of i n f o r m a t i o n  or of e v e n  

r e a d y  i n f o r m a t i o n  in u s a b l e  f o r m .  In f a c t ,  t h e i r  

v a r i e t y  and  v o l u m e  has b e e n  i n c r e a s i n g .  But in the a b 

s e n c e  of a n y  m a c h i n e r y  to h e l p  put t h is  i n f o r m a t i o n  to 

p u r p o s e f u l  use, e v e n  in a l i m i t e d  way, the s t a n d a r d s  of 

c o m p l i a n c e  w i t h  an d  e n f o r c e m e n t  of l a w s  h a v e  b e e n  

s t e a d i l y  d e t e r i o r a t i n g .  P e r s o n s  r e c e i v i n g  p a y m e n t s  for 

g o o d s  or s e r v i c e s  e v e n  f r o m  p u b l i c  a u t h o r i t i e s  do not 

a l w a y s  r e p o r t  th em  for tax p u r p o s e s .  P e r s o n s  c o m p l y i n g  

w i t h  r e g u l a t o r y  l a w s  s u c h  as the F a c t o r i e s  Act, S h o p s  

and E s t a b l i s h m e n t s  Act, E m p l o y e e s  W e l f a r e  l e g i s l a t i o n s  

etc. do not a l w a y s  c o m p l y  w i t h  f i s c a l  laws . S i m i l a r l y ,  

p e r s o n s  s e e k i n g  b e n e f i t s  of f a c i l i t i e s  and i n f r a s t r u c 

tur es  s u c h  as l a n d ,  e l e c t r i c i t y ,  w a t e r ,  l i c e n c e s  for 

g o o d s ,  e t c . ,  f r o m  th e G o v e r n m e n t  o r  o t h e r  p u b l i c  

a u t h o r i t i e s ,  do not o f t e n  s h o w  the s a m e  i n i t i a t i v e  or



p r o m p t i t u d e  in f u l f i l l i n g  t h e i r  o b l i g a t i o n s  u n d e r  tax 

laws. In fact, i n s t a n c e s  a r e  n ot  w a n t i n g  w h e r e  p e r s o n s  

r e g i s t e r e d  u n d e r  one tax h a v e  b e e n  f o u n d  to be d e f a u l 

ters u n d e r  a n o t h e r .  It is h e r e  an e f f i c i e n t  i n f o r m a t i o n  

s y s t e m  c a n  h e l p  e n f o r c e m e n t  and i m p r o v e  c o m p l i a n c e .  

T h e r e  are s e v e r e  l i m i t a t i o n s  on the c a p a c i t y  of the tax 

a d m i n i s t r a t i o n  to h a n d l e  thi s t a s k  m a n u a l l y .  O n l y  c o m 

p u t e r s  w i l l  be a b l e  to help.

2 . 6 . 3  In the c a s e  of p r o f e s s i o n  tax, d e a l e r s  u n d e r  

the S a l e s  T a x  A c t  w i t h  g r o s s  t u r n o v e r  e x c e e d i n g  

s p e c i f i e d  l i m i t s  a r e  s p e c i f i c  c a t e g o r i e s  r e q u i r e d  to 

o b t a i n  e n r o l m e n t  c e r t i f i c a t e s .  B o t h  s a l e s  t a x  a n d  

p r o f e s s i o n  tax are a d m i n i s t e r e d  by the same  d e p a r t m e n t .  

Th e d e p a r t m e n t  ha s a l r e a d y  a c q u i r e d  a c o m p u t e r  an d has 

i n i t i a t e d  a p r o g r a m m e  of c o m p u t e r i s a t i o n .  W i t h  a 

s p e c i f i c a l l y  d e s i g n e d  i n f o r m a t i o n  s y s t e m  an d a c o m m o n  

i d e n t i f i c a t i o n  or l i n k  c o d e  fo r the t a x p a y e r s ,  it c a n  

e a s i l y  be e n s u r e d  t ha t  d e a l e r s  r e g i s t e r e d  for s a l e s  tax 

f u l f i l l  t h e i r  o b l i g a t i o n s  u n d e r  the P r o f e s s i o n  T a x  Act, 

b o t h  in r e s p e c t  of t h e i r  o w n  l i a b i l i t y  as a l s o  in 

r e s p e c t  of the l i a b i l i t i e s  of t h e i r  e m p l o y e e s ,  if any. 

T h i s  c a n  be t a k e n  up in the f i r s t  p h a s e  of c o m p u t e r i s a 

tion.

2 . 6 . 4  S i m i l a r l y ,  h o l d e r s  of p e r m i t s  u n d e r  the M o t o r  

V e h i c l e s  A c t  a r e  r e q u i r e d  to e n r o l  t h e m s e l v e s  u n d e r  

p r o f e s s i o n  tax if t h e y  h o l d  a p e r m i t  for m o r e  t h a n  one 

v e h i c l e .  The S t a t e  G o v e r n m e n t  a d m i n i s t e r s  the M o t o r  

V e h i c l e s  A c t  and the i n f o r m a t i o n  n e e d e d  to e n s u r e  c o m 
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p l i a n c e  in r e s p e c t  of p r o f e s s i o n  tax is a l r e a d y  th ere . 

S i m i l a r l y  the S h o p s  an d E s t a b l i s h m e n t  Act, F a c t o r i e s  

Act, M o n e y  L e n d e r s  Act, etc. are a l s o  a d m i n i s t e r e d  by 

the S t a t e  G o v e r n m e n t .  By d e s i g n i n g  a s u i t a b l e  f o r m a t  

for r e g i s t r a t i o n  u n d e r  t h e s e  Ac ts  w h i c h  c a n  be put  on 

the c o m p u t e r s  an d by p r o v i d i n g ,  as m e n t i o n e d  e a r l i e r ,  a 

c o m m o n  or l i n k i n g  i d e n t i f i c a t i o n  code , t h e r e  s h o u l d  be 

no d i f f i c u l t y  in e n s u r i n g  that th o se  r e g i s t e r e d  u n d e r  

t h e s e  A c t s  a l s o  get e n r o l l e d  u n d e r  the P r o f e s s i o n  T ax  

Act. T h i s  c a n  be t a k e n  up in the s e c o n d  p h a s e  of the 

c o m p u t e r i s a t i o n  p r o g r a m m e .

2 . 6 . 5  As  r e g a r d s  p e r s o n s  r e g i s t e r e d  u n d e r  v a r i o u s  

c o m m e r c i a l  l a w s  s u c h  as the C o m p a n i e s  A c t  or p e r s o n s  

e n r o l l e d  u n d e r  la ws  r e g u l a t i n g  p r o f e s s i o n s  (e.g. , d o c 

tors, l a w y e r s ,  a r c h i t e c t s ,  e n g i n e e r s ,  e t c . ) ,  the S t a t e  

G o v e r n m e n t  m a y  n o t  have  an y d i r e c t  a c c e s s  to the i n f o r 

m a t i o n .  But e v e n  her e,  it is not too d i f f i c u l t  to h a v e  

r e g u l a r  a r r a n g e m e n t s  w i t h  the c o n c e r n e d  b o d i e s  or i n 

s t i t u t i o n s  for s e c u r i n g  u p d a t e d  i n f o r m a t i o n  and h a v e  

the se  d a t a  c o m p u t e r i s e d .  Of c o u r s e ,  th is  c a n  o n l y  be a 

l o n g  t e r m  o b j e c t i v e .

2 . 6 . 6  T h e n  t h e r e  wi ll  a l w a y s  be som e wh o m a n a g e  for 

the time b e i n g ,  to k e e p  ou t of the r e a c h  of all f i s c a l  

or r e g u l a t o r y  laws.  But e v e n  t h e y  c a n n o t  go w i t h o u t  

f a c i l i t i e s  like  t e l e p h o n e s ,  e l e c t r i c i t y ,  etc. U t i l i s i n g  

this i n f o r m a t i o n  for spot  c h e c k i n g  or s u r v e y ,  it m a y  be 

p o s s i b l e  to d e t e c t  n o n - c o m p l i a n c e  u n d e r  v a r i o u s  f i s c a l  

and r e g u l a t o r y  la ws.  But thi s c a n  be d o n e  o n l y  on a
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s e l e c t i v e  b a s i s  a n d  in a l i m i t e d  w a y  m a n u a l l y .

2 . 6 . 7  P e n d i n g  f u l l - f l e d g e d  or l a r g e - s c a l e  c o m 

p u t e r i s a t i o n ,  the d e p a r t m e n t  s h o u l d  go a h e a d ,  p a v i n g  

the w ay f o r  t h i s by s t r e a m l i n i n g  its i n f o r m a t i o n  i n p u t s

a n d  p r o c e d u r e s .  We m a k e  c e r t a i n  s p e c i f i c  s u g g e s t i o n s  in
\

thi s b e h a l f  in the f o l l o w i n g  p a r a g r a p h s .

2 . 6 . 8  In  d e s i g n i n g  a n y  i n f o r m a t i o n  s y s t e m  f o r  t a x

p u r p o s e s ,  a c o s t - b e n e f i t  a s s e s s m e n t  is a m u s t .  Tax 

d e p a r t m e n t s  do no t h a v e  u n l i m i t e d  r e s o u r c e s .  W h e r e  the 

s t a k e s  a r e  s m a l l ,  n o n - c o m p l i a n c e  m a y  no t be e x t e n s i v e  

and,  in an y  c a s e ,  s e e k i n g  to i m p r o v e  it b e y o n d  a c e r 

t ai n l e v e l  w i l l  not  p r o d u c e  a n y  c o m m e n s u r a t e  r e t u r n .  A

l i n e  ha s to be d r a w n  s o m e w h e r e  to m a k e  s u r e  that  the 

e f f o r t  p u t  in is n ot  d i s p r o p o r t i o n a t e l y  l a r g e  for the 

e x p e c t e d  b e n e f i t s .

2 . 6 . 9  Th e c o m p l i a n c e  l e v e l  in the G o v e r n m e n t  e m p l o y 

m e n t  s e c t o r  m a y  be s a f e l y  a s s u m e d  to be s a t i s f a c t o r y .  

Of c o u r s e ,  t h e r e  c a n  be n e g l i g e n c e ,  m i s t a k e s  or d e l a y s .

T h e r e  is e v e n  n o w  a p r o v i s i o n  in t h e  P T R  w h i c h

a u t h o r i s e s  th e  C o m m i s s i o n e r  to r e q u i r e  a D D O  o r  

t r e a s u r y  o f f i c e r  to f u r n i s h  him  w i t h  a s t a t e m e n t  r e l a t 

ing to the p a y m e n t  of s a l a r y  m a d e  to the G o v e r n m e n t  

s e r v a n t s  d u r i n g  a n y  s p e c i f i e d  p e r i o d  s h o w i n g  the na me  

o f the  e m p l o y e e ,  t h e  d e t a i l s  of s a l a r y  d r a w n ,  t h e  

a m o u n t  of t a x  d e d u c t e d  t h e r e f r o m  a n d  th e p e r i o d  to

w h i c h  the tax r e l a t e s ^ ■ T h i s  is a d e q u a t e .
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2 . 6 . 1 0  As r e g a r d s  p r i v a t e  e m p l o y m e n t  s e c t o r ,  the i n 

f o r m a t i o n  s y s t e m  s u g g e s t e d  by us m a y  g e n e r a l l y  be 

r e g a r d e d  as a d e q u a t e .  H o w e v e r ,  some v i g i l a n c e  n e e d s  to 

be e x e r c i s e d  by b r i n g i n g  to b e a r  on v o l u n t a r y  c o m 

p l i a n c e  c e r t a i n  i n d e p e n d e n t  c h e c k s  t h r o u g h  s u r v e y .  A 

c e r t a i n  a m o u n t  of s u r v e y  is b e i n g  d o n e  e v e n  n o w  but, 

l o o k i n g  to the r e v e n u e  p o t e n t i a l  of the tax as such, it 

w i l l  be h a r d l y  w o r t h w h i l e  to i n t r o d u c e  a n y  s y s t e m  of 

s u r v e y  w i t h  g e n e r a l  or u n i v e r s a l  c o v e r a g e .  S u r v e y  has 

to be p l a n n e d  s e l e c t i v e l y .  W h e r e  n o n - c o m p l i a n c e  has 

b e e n  d e t e c t e d  in i n c o m e  tax, s a le s tax, e n t e r t a i n m e n t  

tax, m o t o r  v e h i c l e s  tax, etc. it is v e r y  l i k e l y  th at  

the o b l i g a t i o n s  u n d e r  the PT A  w o u l d  al so  h a v e  b e e n  i g 

n o r e d .  S i m i l a r l y ,  w h e r e  n o n - c o m p l i a n c e  w i t h  t h e  

r e q u i r e m e n t s  u n d e r  v a r i o u s  r e g u l a t o r y  la ws  ha s b e e n  

d e t e c t e d ,  it c a n  be a s s u m e d  a l m o s t  as a c o r o l l a r y  that 

t h e r e  w o u l d  h a v e  b e e n  n o n - c o m p l i a n c e  w i t h  the r e q u i r e 

m e n t s  of the P T A  as well. The m a i n  t h r u s t  of s u r v e y  

p r o g r a m m e s  fo r PT p u r p o s e s  s h o u l d  t h e r e f o r e  be by c o o r 

d i n a t i n g  w i t h  the s u r v e y / i n t e l 1 i g e n e e  u n i t s  u n d e r  o t h e r  

laws. No s p e c i a l  d e s i g n  for su ch  a s y s t e m  is n e c e s 

sary. H o w e v e r ,  w h i l e  r e p o r t i n g ,  the a c c e n t  s h o u l d  be 

o n  the r e s u l t s  a c h i e v e d  r a t h e r  t h a n  on the  g r o u n d  

c o v e r e d ,  w h i c h  m a y  l o o k  e x t e n s i v e  b u t  m i g h t  y i e l d  p o o r  

r e s u l t s .  The p r e s e n t  s u r v e y  r e p o r t s  s h o w  that, w h i l e  

th e n u m b e r  of e n t r i e s  c h e c k e d  is v e r y  l a r g e ,  t h e  

r e s u l t s  a c h i e v e d  are n e g l i g i b l e .  The r e p o r t i n g  s y s t e m  

s h o u l d ,  a p a r t  f r o m  d e p i c t i n g  th e r e s u l t s ,  s h o w  t h e  

s e l e c t i v i t y  of the s y s t e m  a d o p t e d .  A s u g g e s t e d  f o r m a t  

fo r t h i s  is g i v e n  in F o r m  P T S  in A p p e n d i x  I. T h e
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r e p o r t  m a y  be a m o n t h l y  one. Th e r e p o r t  for M a r c h ,  

w h i c h  w i l l  s h o w  the p r o g r e s s i v e  t o t a l s  fo r  the w h o l e  

y ea r ,  m a y  be p r e p a r e d  in t r i p l i c a t e ,  the t h i r d  c o p y  

b e i n g  s e n t  d i r e c t l y  to the CSU  for s t a t i s t i c a l  work.

2 . 6 . 1 1  As r e g a r d s  the p r o f e s s i o n ,  b u s i n e s s ,  v o c a t i o n  

s e c t o r ,  the l e v e l  of c o m p l i a n c e  m a y  be e x p e c t e d  to be 

s o m e w h a t  l o w  f o r  two r e a s o n s  e v e n  t h o u g h  the s m a l l n e s s  

of the t a x  r e a l l y  p r o v i d e s  no m o t i v e  f o r  e v a s i o n .  

Fi rs t , n o n - c o m p l i a n c e  u n d e r  P TA  m a y  be i n c i d e n t a l  to 

e v a s i o n  of o t h e r  t a x e s .  S e c o n d ,  e v e n  w h e r e  t h e  

r e q u i r e m e n t s  u n d e r  the m a j o r  tax l a w s  h a v e  b e e n  c o m 

p l i e d  w i t h ,  the i n f r e q u e n c y  of the tax t r a n s a c t i o n s ,  

e.g., e n r o l m e n t  o n c e  in o n e' s c a r e e r  and v o l u n t a r y  p a y 

m e n t  of t a x  w i t h o u t  n o t i c e  o n c e  a y e a r ,  m a y  i n d u c e  

d e f a u l t s  t h r o u g h  f o r g e t f u l n e s s .  Th e s y s t e m  of s u r v e y  

s u g g e s t e d  in r e l a t i o n  to the p r i v a t e  s a l a r y  s e c t o r  w i l l  

be h e l p f u l  h e re . In fact, out of the e i g h t  ( s e v e n ,  

l e a v i n g  o ut  the d o r m a n t  c a t e g o r y ) ,  in r e s p e c t  of the 

m a j o r  two - e n t r y  6 r e l a t i n g  to d e a l e r s  u n d e r  the S a l e s  

T a x  A c t  a n d  e n t r y  7 r e l a t i n g  to t r a n s p o r t  p e r m i t  

h o l d e r s  - the i n f o r m a t i o n  n e e d e d  for c r o s s - c h e c k i n g  is 

a l r e a d y  w i t h  the d e p a r t m e n t .  The o t h e r  c a t e g o r i e s  are 

al so  s u b j e c t  to r e g u l a t o r y  laws a n d  the r e c o r d s  of the 

c o n c e r n e d  a u t h o r i t i e s  or i n s t i t u t i o n s  w i l l  p r o v i d e  all 

the i n f o r m a t i o n  n e e d e d  for s u r v e y .  It is p r a c t i c a l l y  

u n n e c e s s a r y  to s e e k  a n y  o t h e r  s o u r c e s  of i n f o r m a t i o n .  

As r e g a r d s  r e p o r t i n g  of s u r v e y  r e s u l t s ,  t h e r e  c a n  be a 

c o m m o n  f o r m a t  for b o t h  the e m p l o y m e n t  c a t e g o r y  a n d  the 

p r o f e s s i o n ,  b u s i n e s s ,  v o c a t i o n  c a t e g o r y .  In f a c t ,

52



e v e r y  e m p l o y e r  who is l i a b l e  to d e d u c t  PT on b e h a l f  of

his e m p l o y e e s  w i l l  a l s o  h a v e  to p a y  PT on his o wn b e 

h a l f ,  t h o u g h  the c o n v e r s e  m a y  not be true. A c o m b i n e d  

r e p o r t  w i l l  b r i n g  out d e f a u l t s  in b o th.

2 . 7  S u m m i n g  U p

2 . 7 . 1  To sum up -

i. The r e v e n u e  p o t e n t i a l  of PT b e i n g  c o m 

p a r a t i v e l y  l i m i t e d ,  the a i m  s h o u l d  be to 
h a v e  s i m p l e  s y s t e m s  for a s s e s s m e n t ,  d a t a  
g e n e r a t i o n  a n d  da ta  p r o c e s s i n g  w h i c h  wi ll  
no t e n t a i l  the need for  a d d i t i o n a l  m a n 
p o w e r .  As a n d  w h e n  th e t ax  r a t e s  a r e
r e v i s e d  u p w a r d s ,  t a k i n g  a d v a n t a g e  of the 
r e c e n t l y  e n h a n c e d  c e i l i n g ,  s o m e  e l a b o r a 
ti on a nd  m o d i f i c a t i o n  of the s y s t e m  m a y  
be n e c e s s a r y .

ii. An i n f o r m a l  or n o n - s t a t u t o r y  r e g i s t r a t i o n  
s y s t e m  m a y  be i n t r o d u c e d  for the G o v e r n 

m e n t  e m p l o y e e s  by c a l l i n g  for i n f o r m a t i o n  

on F o r m  G S - 1  as o t h e r w i s e  it w i l l  not  be 
p o s s i b l e  to ha ve  any i n f o r m a t i o n  r e g a r d 
ing the tax p o t e n t i a l  of this s e c t o r .  

The i n f o r m a t i o n  m a y  be sen t to the CS U 

w h i c h  w i l l  a l l o t  e a c h  D D O  a u n i q u e  i d e n 
t i f i c a t i o n  n u m b e r .

iii. D D O s  of G o v e r n m e n t  D e p a r t m e n t s  m a y  be 

r e q u i r e d  to s e n d  to the C S U  onc e a y e a r  a 
s t a t e m e n t  o n  F o r m  G S - 2  s h o w i n g  PT 
d e d u c t e d  a n d  the n u m b e r  of e m p l o y e e s  in 
ea ch  s a l a r y  r a n g e  as for the l a s t  m o n t h  
of the f i n a n c i a l  year.  W h e r e  tax p a y 
m e n t  is m a d e  t h r o u g h  c h a l l a n s  t h e y  m a y  

a l s o  be r e q u i r e d  to e n c l o s e  one set of 

c h a l l a n s  w i t h  the s t a t e m e n t .
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i v .

v .

v i .

v i i .

v i i i .

P r i v a t e  e m p l o y e r s  m a y  b e  r e q u i r e d  to 
a p p l y  to the P T O  for r e g i s t r a t i o n  as at 

p r e s e n t  but the a p p l i c a t i o n  on F o r m  RC- 1 
m a y  be se nt  in t r i p l i c a t e  to the PT O w h o  
w i l l  a l l o t  an i d e n t i f i c a t i o n  n u m b e r .  The 
n u m b e r  w i l l  be e n t e r e d  on all th e 3 

c o p i e s  - one c o p y  w i l l  be r e t u r n e d  to the 
a p p l i c a n t  as t o k e n  of r e g i s t r a t i o n  and 

o n e  sen t to the C S U  f or  p r e p a r a t i o n  of a 
m a s t e r  file.

A ll RC h o l d e r s  m a y  be r e q u i r e d  to f u r n i s h  

o n l y  m o n t h l y  r e t u r n s  c o v e r i n g  all t h ei r 

e s t a b l i s h m e n t s  o r  b r a n c h e s  w i t h i n  the 
St a te . On F o r m  R C - 2  t h e y  m a y  be r e q u i r e d  
to f u r n i s h  an e x t r a  c o p y  of the r e t u r n  

for the l a s t  m o n t h  of the y e a r  w h i c h  m a y  

be sen t to the C S U  for d a t a  p r o c e s s i n g .

S i m i l a r l y ,  a n  a d d i t i o n a l  c o p y  of th e 

p r o g r e s s  r e p o r t  f u r n i s h e d  by the P TO  to 
hi s  s u p e r v i s e r y  o f f i c e r  on F o r m  EC -3  for 

the l a s t  m o n t h  of the y e a r  m a y  be s e n t  to 

th e C S U  f o r  p r o c e s s i n g  a d m i n i s t r a t i v e  
d a t a  .

The l a w  m a y  be a m e n d e d  to e l i m i n a t e  the 
n e e d  for f o r m a l  a s s e s s m e n t  of RC  h o l d e r s  

e x c e p t  w h e r e  t h e r e  is d e f a u l t  or s c r u t i n y  

is c o n s i d e r e d  n e c e s s a r y  f or  o t h e r  
r e a s o n s .  T h i s  w o u l d  e l i m i n a t e  the l a r g e  
p e n d e n c y  of a s s e s s m e n t s  that  is n o w  b e i n g  
s h o w n .

H a n d l i n g  of the e n t i r e  w o r k  r e l a t i n g  to 
the p r o f e s s i o n a l  c l a s s  - e n r o l m e n t ,  m a i n 
t e n a n c e  of m a s t e r  r e g i s t e r  and c o l l e c t i o n  
of tax - m a y  be e n t r u s t e d  to the c o m p u t e r  
c e n t r e  at the CSU. A p p l i c a t i o n s  for e n 

r o l m e n t  on f o r m  E C - 1  m a y  be h a n d l e d  by 

the C SU  as a l s o  the c h a l l a n s  r e l a t i n g  to 
the a n n u a l  tax p a y m e n t s .  O n l y  d e f a u l t e e s  

n e e d  be d e a l t  w i t h  by PTOs , in r e s p e c t  

of w h o m  t h e y  m a y  be r e q u i r e d  to s e n d  an 

a n n u a l  s t a t e m e n t  to the CSU on F o r m  E C . 3.
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ix. No c h a n g e  in the s c h e m e  of e x e m p t i o n s  is

n e c e s s a r y .  In v i e w  of t h e i r  n e g l i g i b l e  
i m p a c t ,  the d a t a  n e ed  not be p r o c e s s e d
e i t h e r .

x. A v a r i e t y  of s t a t i s t i c a l  o u t p u t s  c a n  be

g e n e r a t e d  by p r o c e s s i n g  the s u g g e s t e d  i n 
puts.

xi. The p o s s i b i l i t y  of i n t r o d u c i n g  a c o m m o n
i d e n t i f i c a t i o n  or l i n k  cod e for t a x p a y e r s  
l i a b l e  to f u l f i l  o b l i g a t i o n s  u n d e r  sa les
tax, m o t o r  v e h i c l e s  tax and o t h e r  v a r i o u s  
laws r e g u l a t i n g  p r o f e s s i o n s  of d i f f e r e n t
s o r t s  n e e d  to be e x p l o r e d  so as to i m 
p r o v e  p r o f e s s i o n  tax e n f o r c e m e n t  and com- 
p 1 i anc e .

xii. S u r v e y  s h o u l d  be s e l e c t i v e  and c o n f i n e d

to c a s e s  w h e r e  e v a s i o n  of o t h e r  t a x e s  or 

o b l i g a t i o n s  u n d e r  o t h e r  l a w s  h a s  b e e n  
n o t i c e d .  The s u r v e y  r e p o r t  on F o r m  P T S - 1  
s h o u l d  e m p h a s i s e  the r e s u l t s  o b t a i n e d  and 
the s e l e c t i v e  a p p r o a c h  a d o p t e d  r a t h e r  
t ha n  the e x t e n t  of the g r o u n d  c o v e r e d .
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TABLE 3

Number of Taxpayers and Profession Tax Revenue 
(1976-77 to 1986-87)

Year Enrolment (2) /(6) 

certifi- x 100 

cate holders

Registr- (4) /(6 ) 
ation x 100 
certifi
cate holders

Total 
(2 )+(4)

Profession 
tax reven

ue (Rs. 
crore)

(1) (2) (3) (4) (5) (6) (7)

1976-77 161334 96.24 6310 3.76 167644 3.63
1977-78 180025 96.25 7005 3.75 187030 4.44
1978-79 427176 98.14 8095 1.86 435271 6.44
1979-80 443508 97.89 9566 2.11 453074 7.12
1980-81 456435 97.71 10714 2.29 467149 7.93
1981-82 465503 97.48 12015 2.52 477518 9.15
1982-83 478172 97.23 13608 2.77 491780 10.79
1983-84 493839 97.00 15267 3.00 509106 13.07

1984-85 512134 96.79 16996 3.21 529130 15.47
1985-86 536963 96.59 18984 3.41 555947 18.08
1986-87 556318 96.37 20930 3.63 577248 29.38
1987-88 *— — 25.84

Source: Office of the Profession Tax Commissioner, 
Government of Gujarat.

56



TABLE 4

Assessment and Appeals Fending 
(1976-77 to 1986-87)

Year Assessment
pending

(2) as a percen
tage of returns 
filed by private 

employers

(1) (2) (3)

1976-77 9 Neg
1977-78 13 Neg
1978-79 21 Neg
1979-80 71 Neg
1980-81 117 1.09
1981-82 280 2.33
1982-83 1566 11.51
1983-84 3498 22.91
1984-85 7103 41.79
1985-86 13400 70.59
1986-87 13440 64.21

Source: Office of the Profession Tax
Commissioner, Government of Gujarat.
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TABLE 5

Survey Results 
(1976-77 to 1986-87)

Year Entries
collected

Number of 

profess
ionals 
liable to 
tax

(3) as 

percentage 
of (2)

Dues raised 
(Rs lakh)

(1) (2) (3) (4) (5)

1976-77 21895 6321 28.87 1.68
1977-78 17694 1682 9.51 2.21
1978-79 24902 4178 16.78 2.34
1-979-80 59217 1341 2.26 2.43
1980-81 14964 1186 7.93 2.47
1981-82 31414 1027 3.27 1.86
1982-83 19473 1228 6.31 3.68
1983-84 24846 2775 11.17 10.62
1984-85 49489 4317 8.73 10.06
1985-86 35289 2855 8.09 12.03
1986-87 31750 3495 11.01 14.75

Source: Office of the Profession Tax

Commissioner, Government of 
Gujarat.
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CHART 1

ORGANISATION OF PROFESSION TAX ADMINISTRATION

Policy Unit: Finance Department Implementing Unit: Office of 
the Sales Tax Commissioner

One Deputy Secretary Sales Tax Commissioner who acts 

as the Profession Tax Com
missioner

One Under Secretary Deputy Commissioner, Profession 

Tax (Headquarters) who is assisted 
by a Personal Assistant who is a 
Profession Tax Officer

Profession Tax Section DIVISIONS

One Two One
Section Officer Assistants Clerk

(Ahmedabad I, Ahmedabad II, 
Vadodara and Rajkot)

Deputy Commissioner

Assistant Assistant Assistant
Commissioner Commissioner Commissioner 

(Administration) (Appeals) (Audit)

Profession Tax 

Officers

* Not exclusively concerned with Profession Tax.
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15. PTA S.5(2), (3) and PTR R.3

16. PTA. S.4 2nd Proviso and PTR R 4A
17. PTR. R8
18. PTR. RR 5, 6, 7
19. PTA. S 5 (6)
20. PTR. RR 16, 17
21. PTA. S6; PTR. R 11(1)
22. PTA. S6(l) proviso; PTR R 11(2)
23. PTA. S.9
24. PTA. SS6(2), 9(1), R, 16,17

25. PTA. S 6(2)
26. PTA. S.6(3)
27. PTA. S.9(2)
28. PTA- S.10
29. PTA. S.7(1), (2)
30. PTA. S.7(3) , (4), RRs 14, 15
31. PTA. S.7A and Forms 11, 12, 13, 14
32. PTA. S.11
33. PTA. S.11A effective from 1.4.1978; PTR. R22A
34. PTA. S.15
35. PTA. S.13,PTR. R23
36. PTA. S.14
37. PTA. S.19 PTR.R 25

38. PTA. S.16; R .19
39. PTA. S.18
40. PTA. S.17
41. As mentioned earlier, there are 8 sub-categories including a 

residuary one.
42. PTA S .26A and notifications thereunder

43. PTR. R. 17
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APPENDIX - I 

INPUT FORMS 

FORM: GS - 1 

Annual statement to be Furnished by the 

Drawing and Disbursing Officers (DDOs) 
to the Central Statistical Unit (CSU)

1. Government(a) Central / / ( b )  State/

2. Department (State) /________________ /

3. Designation and Location of DDO /

4.* Number of Employees (a) Total /___

(b) Liable to Profession Tax / /

5. Whether obtaining Funds from Treasury (a) Yes /_____________ /

(b) No. /_____________ /

6. If 'Yes' Designation and Location of Treasury from which

Funds are obtained /___________________  /

7. If 'No' Designation and Location of Treasury to which

Profession Tax Payments are made /_________________________ /

Name and Signature of DDO /_________________________________ /

8. Identification Number Allotted /

9. Address to which Annual Statements are to be sent by the

DDO /

Name and Signature of Allotting /_______________________ /
Officer, CSU /_________________________/

This information may be given as at the time when the 
form is filled.
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FORM GS 2

Annual statement to be Furnished by the Drawing and Disbursing Of 

ficers (DDOs) to the Central Statistical Unit (CSU) (By 30th Apri 
each year)

1. Identification Nunber of DDO Allotted by CSU /

2. Change in Designation/Location of D D O . If Any /

3. Particulars of Tax Deducted and tsaid

/ /

(a) Monthly Salary Ranges (b) Number of (c) Total Tax Deducted

Employees and Paid During
March to February 
of Preceding 

Financial Year

(as per February 

Pay Bill)

(In Rupees)

ii .

Less than R s . 1000

Rs.1000 or more but 
less than Rs 1500

iii. Rs-1500 or niore but
less than R s . 2000 /

------
/ / " /

(a)

Rs.2000 or more / / / /

Where payments 
challans.

are mad e through c hal 1 an , particulars of

jr. (b) Months 

!o.
(c) Challan 

i lumber
(d) Date 

Payn

of (e) Anoim 

ent (In R
t Vai
.U pG G S

1. March 19 / / / / / / /

2. April 10 / / i j / / //

3. Mav 10 / / / // / / /

4. June 19 / / / / / / /



FORM RC—1

'To be Furnished in Duplicate to the PTO Having Jurisdiction over 
Head Office for Employees Registration)

TO BE FURNISHED BY APPLICANT

'lane /

Address: (a) Building /

(b) Street /_

(c) Town/City /___

(d) Pineode /

3. Status / ________________  /

(State whether (i) Individual, (ii) Firm, (iii) Company,
(iv) Corporation (v) Society, (vi) Club, (vii) Association 
and (viii) \ny Other (Specify).

4. Name and Location of Branch Offices within the State

i,a) Sr. (b) Name of Branch (c) Address (d) Number of

No. Employees

/

1 • / ....7 / 7 /~  7

2 • / ~"  / / I  / ~"  /

3 • /' / / ....... / / 7

4 - / 7 / / / ........~ /

5- / 7 / ' ~ 7 / 7

5. Nature of Activity /_________________________________ /

(State whether Industry/Trading/Others (Specify)
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6. Number of Employees at the time of Application in all the

Establishments within the State / /

(a) Monthly Salary Range (in Rs.) (b) Number of Employees

i. Below R s . 1000 / /

ii. R s . 1000 or above but 
below R s - 1500

iii. R s . 1500 or above but 

below R s . 2000

iv. R s . 2000 or above

TOTAL

CC Number if any Allotted /

/

3. Registration Numbers under other Acts where applicable

(a) Act

i. Sales Tax Act

ii. Central Sales Tax Act

iii. Factories Act

iv. Shops and Establishment Act /

v. Entertainment Tax Act /

(b) Registration Number 

/

/

/ 1

1

/

vi. Any other Law Governing

Employees', Business, etc. /

(Specify: /

Signature /

/)

Name of Person Signing the Application / 

Capacity in which Signing /
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FORM RC—2

Form of Monthly Return to be Furnished by an RC holder to PTO.

1. (a) Month / / (b) Year / / / / /

2. Name and Address of RC holder /

3. Registration Number /____________ /

Details of Tax Deduction in Respect of Salaries/Wages Paid 
During a Month.

(a) Monthly Salary Range

1000 or above but

(b) Nunber of (c) Tax Deducted 

Employees and Paid

less than 1500 / / / /

R s . 1500 or above but
less than 2000 / / / /

R s . 2000 or above r / r /

Details of Arrears of Salary, If Any Paid During the month 

i. Number of employees to whom arrears
are paid during the Month / /

u .

in.

Number of employees in respect of 

whom payment of arrears necessitates / 
additional demand of profession tax

Amount of Tax Recovered and Paid in 

Respect of Arrears (Attach Working Sheet) / /

(a) Amount of (b) Tax on (c) Interest (d) Total (e) Challan 
Tax Paid Arrears Amount Number*

/ / r / / / / / r

5

Attach 2nd copy of Challan.
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/______________/ solemnly declare that the above particulars
are correct and complete.

Signature Name Capacity (Proprietor/

Partner etc.)

/_________________ / /______________ / /_______________________ /

Additional particulars regarding tax payments to be furni
shed In the return for the last month of the year

(b) (c) (d) (e) (f) (g) (h)
S r . Month Monthly Arrears Interest To tal Challan Da te
o . Tax Number

*4 .

5 * 
/ •
3. 
9.
10.
11.

12.

TO BE FILLED IN AT THE PT OFFICE

PT0 Code /

(TO be declared in 

all 3 copies)

Date of Returning II copy to RC Holder as Token of _ 

Assessment (To be entered In 1st and 2nd copy) /

I

Date of sending III copy to CSU / 

(To be entered in I & III copy)
/



FORM RC-3

Form of Monthly Progress Report

(One Copy to be Sent to Supervising Officers and One Copy Direct 
to CSU)

1. (a) Name of PTO /_______________ / (b) PT Office Code /___________/

2. (b) Month /___ ____  ___ / (b) Year / /

3. Number of RC Holders In The Circle /____________________________/

4. Number of Returns Received and Acknowledged

(a) Number of Returns Received During the Month /_____________/

(b) Progressive Total of Returns Received up to

End-of the Month / /

(c) Details of Payments (Challans Received)

(i) (ii) (iii) (iv) (v)

Number of Current Tax for Interest Total 
Challans Tax Earlier

Months

I. During the Month /_________ / /________/ /______/ /_______ / /_ /

II.Progressive
Unto End of ______
Month /_________ / /________ / /_______ / /______/ /______ 7

5. Disposal of Returns Taken up for Scrutiny

(a) No. Pending (b) No. Added (c) No. of Cases (d) Balance of 
at the Beg
inning of the 
Month

/ 7

During Disposed of Cases
Month (a+b-c)

/ r/
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FORM EC-1 

Enrolment Certificate

be Furnished in Duplicate to the PTO Having Jurisdiction)

To be Filled in by Applicant

?Ianie/____________________________ ________________________________/

Address of Head Office

(a) Building /________________ / (b) Street /______________ /

(c) Town/City /________________ / (d) Pin Code /____________/

Status / /

ividual/Fira/Taployer/Corporaticn/See ietv/Association/Any 
r (Specify))

';arae and Location of Branch Offices within the State

;r. No. (b) Name of Branch (c) Address

1 . // / / /

o

! / / /

// / / /
/

4.

/ / / '7

5 _

/ // / /

P r o f e s s i o n / Bu s i n e s s / V o c a t L o n 
(See coding list attached)

Code / 77

:ontry and Sub ;"ntry Nunber in Hate Schedule



(a) Entry No. / / Sub Entry No. /

7.* Nunber of Employees in All the Establishments /

* (At the time of application)

?. L’hether RC Applied For /

9. RC Nunber If Anv /

Registration Numbers If Any Under Other Acts:

(a) Act 

Sales Tax Act 

Central Sales Tax Act

Factories Act /

Shops and Establishment

Ac t /_

Entertainment Tax Act /

/

(b) Registration Number 

/

/ .............  /

7

Any other Law Governing 

Employee's Business 
(Specify) ./

Signature of Person Signing Application /_ 

Capacity in which Signing /_________________

(State whether Proprietor/Partner/Secretary/Princ.ipal 
Officer/Director/Manager/Any other capacity (Specify)

13.

TO BE FILLED BY PTO OFFICE

Location Code of PT Office /

EC Number Allotted / ____

Annual Tax Pavnble /

7:

/



201

202

203

204

301

302

303

304

305

306

307

308

309

310

Code List for Form: EC 1

Legal Practitioners Including Solicitors and Notaries Publ-
1 *? ̂  n C .

Medical Practitioners Including Medical Consultants and Den
tists.

Technical and Professional Consultants. Including Achitects. 

Engineers, RCC Consultants, Tax Consultants, Actuaries and 
Management Consultants.

Plumbers

Members of Associations Recognised Under tha Forward Con

tract (Regulation) Act, 1952

Members of Stock Exchanges Recognised Under the Securities 
Contracts (Regulation ) Act, 1956. •

Owners of Oil Pumps and Service Stations and Where Any Oil 
Pumps and Service Stations Are Leased, the Lessees Thereof.

Licensed Foreign Liquor Vendors and Employers of Residential 
Hotels and Theatres as Defined in the Bombay Shops and Estab
lishments Act, 1948.

Companies Registered Under the Companies Act 1956 and Engaged 
in Any Profession, Trade or Calling.

Individuals or Institutions Conducting Chit Funds.

Banking Companies Defined in the Banking Regulation Act, 
1949.

Cooperative Societies Registered or Deemed to be Registered 
Under the Gujarat Co-operative Societies Act, 1961.

Partners of Firms Registered Under the Indian Partnership 

Act, 1932, Which Are Engaged in Any Professions, Trading and 

Callings -

Estate Agents or Brokers or Building Contractors.



401 Occupiers of Factories as Defined in the Factories Act, 1948 
(Not being dealers covered by entry 6).

501 Employers of Establishments As Defined in the Bombay Shops 
and Establishments Act, 1948 (Not being dealers covered by 

entry 6 of the Schedule 1).

601 Dealers as Defined in the Gujarat Sales Tax Act, 1969.

701 Holders of Permits for Transport Vehicles Granted Under the 
Motor Vehicles Act, 1939, Which Are Used or Adapted to be 

Used for Hire or Reward.

801 Money-Lenders Licensed Under the F.ontay Money-Lenders Act, 

1946”. ” ’

901 Persons, Other Than Those Mentioned in any of the Preceding 

Entries, Who Are Engaged in any Professions, Trades, Call
ings or Employments and In respect of whom a Notification is 

Issued Under the Second Provisio to Subsection (2) of Section

3. -

Note: First number indicates the serial number of the item listed 

in Schedule I of the Act, second and third numbers indicate 

sub-items if any.
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Annual Report Relating to EC Holders (Defaulters)

FORM EC 3

1. Nane of PTO / / PTO Code /

Proceed i:

a. Pending at the Beginning of the Year /

b. Coir~ienced During the Year /_

c. Connleted During the Year /

d. Pending at the End of the Year / 

(a+b-c)

Tax Collections From The Defaulters (in Rupees)

a. Awaiting Coll- (i) (ii) (iii) (iv) (v)
action at the Tax Interest Penalty Others Total

Beginning of
the Year

b. Notified by
CSU during 

the year

c.. Demands Cr
eated by 

Proceed ing s 
U/S 7A '
During the 
Year /

dur;ng 
the year

e. Balance 
(a+W-c-d)

/

/ / /

/ / I I

7 r / / / /

/ / /

/ / / / / // ,/ /

/ I I  I I / / /

' I I  I I / / /

Signature / 

Date /

/
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FORM PTS-1

Monthly Survey Report

1. Mane of Survey Officer /______________ / Location / ________  /

2. Year /_______________________ /

1. Results of Survey Rased on Infornation Relating to Other Laws

(a) (b) (c) (d) (e) (f)
Sales M.V. Fac to- Shop Regn of Others
Tax Act r ies & Es- Profe-

Act tabl- ssior-

i S h- _Cl -L b
nent 
Ac t

a. dumber of Cases 

Pending at the
Rejinning of ____  -

the month /_______/ /____7 /_____7 /_____/ /______ / /______

b . 'lumber of 

Cases Received

i • During the

Month r  i  r  /  /  / /  7 /  /  /  7

iL. Up to the 
end of the

the Month / 7 / 7 / 7 / 7  / “7 / /

canes disposed of 

rhe

/ / /  I I  I I  I I  I I  7

■ i • Up to End 
of the 

Month

.!■. P..i lance 

(a l-b-c)

/______/ /_____/ /_____/ /_____/ /______ / /______/

/ I I  I I  I I  I I  I I  /

D-n

onth
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e. Number out 
of (e) Above 
in Which:

De fault 
Noticed

I. During the Month

i. R e g i s t r a t i o n ______ ________________ ________  _____ _________

Liability /______/ /_____/ /_____/ /_____/ /_____/ /______ /

ii. Enrolment

Liability /______/ /_____/ /_____/ /_____/ /_____/ /______ /

i . Cot h /  / /  / / I I  I I  I I  /

Up to the End of the Month

L. Registrati on
Liability / ___________ /  /____J /  /  /  I I  I I

i i . Enrolment

Liability /  / /  / / I I  I I  I I

i i. Both /

/ /
I I  I I  I I  I

f. Additional Doaand 

I. During the Month

/____ / /_____/ /_____/ /_____/ /

i i. Interest /_________"./ /__________/ /__7 /___________7 / / /_______

/ * ; Penal ties / 7 /_ ,/ /~ .

/ /“ 7 “ /
______/ / 7

T r T TI ; « p to the Er d of t!le Month

i. Tax / 7 r / / / /___________ / /________ Z 7

Li. Interest / / / 1/ (_ / / /________ /( /_______

iii. Penalties / / / 1 / / / / / / / /

5 1 gna ture /
Da t e / 1
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APPENDIX II 

Specimen Outputs

Data

Tax Remittance by the :
Government Department

7':: Remittance by the 

Government Sector Acc

ording to the ?vange of 

Monthly Salaries (Annual 
and Monthly Data)

Distribution of Private 

Employees by Salary ranges

Di .-'tr .’.but 1 on of P r vnte 7.m- 

ployees by (i) Status of the 
Employer (Individuals, Firms 
Companies, Corporations, 

Societies. Clubs, Associations 
and others) (ii) activity of 
employer (Industry Trade etc.)

?n>: deducted from Private Em

ployees by salary ranges

”.i" collected in Differ
ent Profession Tax Offi— 
crs fron Private Employ

ees (Monthly collection 
:nd progressive totals)

:V tails of Pending Cases in 

Profession Tax Offices:
L. Number of Pending Cases 
i ’ . Number of Cases Disposed

iii. Tax Demand Pending Collec

tion

tv. Tax Demand Created

Source of Information

GS-1 and GS-2 submitted to CSU

Form: GS-2 submitted to CSU

L-orn: RC-1 submitted to PTO

Form: RC-1 submitted to P T O

Form: PC-2, 3ed copy submitted 

to CSU.

Fora: RC-3, 1 copy submitted 
to CSU.

Form: RC-3; 1, copy submitted 

to CSU.
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v. Tax Recovery
(I n f o m a t i o n  available on 
a monthly basis along with 
progressive totals).

S. Annual Tax Liability of En- Form EC-1; copy sumbitted to
rolment Certificate Holders CSU
by type of professions, bus
iness and vocation.

no ot*

\ ry ■! no /-* -t r*r
/ 4.1 v_ o  v.

EC Holders in PT Officc 

Scetion 7A: (i) pt 
the bc'i"inn 1 n.3 of ths vc^r ,

(ii) Assessment commenced and 

completed, (iii) cases pending 
at the end of year, (iv) Tax 

arrears pending collection at 
the beginning of the year, (v) 
Tax demand created during the 
y e a r ,  (vi) recovery of tax dur

ing the year and (v i 1) arrears 

■ 'ii tstand i ne .

L r\ vn U I — < •
J. 1. lit U  —> J

dt nf ̂ ^

Details on Monthly Survey 

Report

Form: PTS-1, submitted to PT Offi-'e:
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