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CIRCULAR NO. 40 2015-16 I

Sub: - Scrutiny of Returns-regarding

As you are aware that a return furnished by a person required under section 26 of Delhi Value
Added Tax Act, 2004 is treated as self-assessed as per provisions of section 31 of the said Act This was a
major departure from the erstwhile Delhi Sales Tax Act, 1975, repealed by the aforesaid Act. Under
erstwhile Delhi Sales Tax Act,' all cases used to be assessed mandatorily to find out from the returns filed
or otherwise, whether tax has been paid properly or not Therefore, to protect the interests of revenue, a
scrutiny sheet was prescribed vide circular no. 9 of 2005-06 dated 23-05-2005, immediately after
introduction of DVAT Act, to find. out authenticity of tax calculation, payment made, input tax credit
claimed on purchase of capital and other goods, tax credit carried forward from previous tax period and
ratio of input tax credit vis-avis ciii'tp'uttax etc. Keeping in view the revenue stakes and resources available,

, a percentage of returns were required to be scrutinized. The returns used to be filed manually in the
beginning of introduction of DVAT Act and digitized later on by the department

2, With the passage of time, art application software was got developed from a vendor Mis CMCLtd
and most of validations and formulae for numerical calculations were put in place in the software itself.
Thol;lgh,the circular No.9 of 2005~0~ was reiterated in 2010 (Circular no. 08 of2010-11) but as stated
above, the validations used to be taken care of by software itself. With the improvement in technology and
modernization of application software, more checks and validations were put in place to safeguard the
revenue. To' further consolidate the checks and validations, sale and purchase annexures were prescribed to
be filed along with re~rn and matching process of ITC and output tax started from the year 2012-13
onwards. A mismatch report is shown to the dealer immediately after filing of return and assessments are
framed if mismatch is not rectified. With these mechanism in place, the above said circulars have become
infructuous as on date.
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3. Besides, mismatch ofITC vis-a-vis output tax, some unscrupulousdealers have found new ways to
evade tax. It has come to notice that in the name of central sale, some dealers are making sale to cancelled
dealers of other States; sOme are Issuing tax invoices of huge amount immediately after registrations
without paying any tax or filing return. With a view to curb, such practices, circulars / instructions have
been issued from time to time and in the recent past also soas to keep a watch on new registrants showing
high 'G'I'Ovandpaying ,little, tax or no tax. Instances have also come to the notice where dealers are
downloading statutory formsofhuge amount without showing corresponding sale/stock transfer.

i. newly registered dealers showing sharp vertical growthin GTO;
ii. dealers downloading statutory forms of huge amount without showing matching sale/stock

transfer;
iii. frequent change in trade practice / commodities;
1v. circular trading;
v. dealers stopping return filirig within a period ofless than an year of registration;

VI. dealers applying for cancellation within a year or so, of registration;

4. ' Though, necessary, checkshave been put in place however some cases need to be looked into on
samplebasis as, it is difficult to visualize the, modus operandi of unscrupulous elements therefore ward
officersare hereby directed to keep a watch on following classes of dealers' alongwith the,'advisory t6'
safeg;~ardt~~revenue: .'
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6. ...lJn~re~istered..dealersWnctioning.in the ward is .~nother·.~ea.of.concern.v(ardJnspector should
persllad~tllell11~regist~p~d~eal~rs;.~ho()!h~rwis~[tr~li~ble ,'ro;ry~i~tratio~,.to ..obta~ registration.failing
which <ictiol1shouldlJe iriitiClted.againsf~ljf~pers<?p~by w~rd0ffic~ri. ,. . . . . . .,'

7 ..Rec9yeryproseeding~houl~?eeJ{pedit9d for wllichl1oobjections havebeen preferred .or stay has
been granted by (}FIAs/courtasper.provisions of DVAT ActIDLR.Act. .' . ,
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8. Systemshould provide necessaryhelp in showing data in the form of reports and alerts tothe ward
officers.

qt This,Circular.isin supefS~ssionofe.arlier Circular Nos of 9 .(2005~06)and 8 (2010-11) and issues
with the approY~lof Comm:issioner,Value Added Tax, . . .

~J~ll ~
(R.Kl\1is~ra)

Special Commissioner (Policy)

No.F.3(639)/Policy/VAT/20 16/ IbtJ:<. -4?3 Dated: ~'3 ,.JIb"
Copy forwarded forinformation and necessary action to:

1. All~pL/~ddl./Joil1tCoilll1lissioners, Department of Trade and Taxes, GN.CT of Delhi, Vyapar
~ha\\,~n ..I.P.E§tate,'[\T~~D~lhh02. '.. ..•.. . . -. .'. . .
.!oillt,P~r~ct9r'tI() ,p~partrheiltqfTrCld,e~dT~x(!s, .GN~T.0/p~ihi,\Tyftpar Bhawan, I.p .Estate,
Ne\v'])~Wh9f,Jor4~f9~4wg' W~cir,s1,llatontlJ~,vveb~ite'()fi117depf1rtWept.', ' ..•..' ..' ' .
.joipJ¢ci~i§~i§~~t (§ystettl)p(!panrrient of TraQ~3.l1dTa.~~~,9tr¢tof Delh], VyaparBhaw~,
r,P'E,:sjate,.Newpelhi-O~, '. . . .' . ..., .'.. . ' '. ,
'fhe'trisi~ent/qen~ralSec!()tary, Sales TaxBar AssoQifition{Regd,),VY<iPfirBhawan, LP.Estate,
M.~~p,elhh .,' ·i. " . ..•........... ' .. ~...•... ,',.'. '. '. .. . . ..'
A,Jl)\.~si~t~tqop:l11}issi9nef~/AVATqsI)epartp,el1tof;r:rfide ,'andTaxes, GNCT.of Delhi,Vyap~ .
Bl1ftwa.n,I.PiE.~fate,N~W.[)9l11i:-02tIrr°llghZ()llalInQhal'ges., ....• ...'. . .." .. ,...
P~,..to,th~¢9ml11is~~9P()r,YAT, Departmynt ofTr~qeatld Tax~s,GNCTofDerhi VyaparBhawan,
Il:§~ta.t~,NewD~lhi-Q2. " .. " . " .... .: .... •. ....,

Cigarg file· . . •. .JA.~i1~

Assistant Commissio.l1~r(PQHey)
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