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INTRODUCTION 

The word tax first appeared in the English language only in the 14th century where it was 

commonly confused with the word “task”. The word “tax” is derived from the Latin word 

“taxare” meaning to assess. Tax is not a voluntary payment or donation, but it is the enforced 

contribution, exacted according to the authoritative power and is contribution imposed by the 

government, under the name of toll, accolade, duty, custom, excise, subsidy, aid, supply, or 

any other name.  

The unsettled mechanism of taxation in the country was becoming a reason for disruption in 

the economy of the country. It was important to have a proper and systemized way to levy 

taxes on people. Payment of taxes is vital and so is the mechanism to regulate it. The 

introduction of Goods and Services Tax in the country was to remove all the other taxes and 

replace them with a single code so that the regulations of taxes become convenient. Along 

with the introduction of GST, the GST Act was also enacted in 2017 to have a check on the 

system legally. 

The GST Act is divided into central and state level. CGST and SGST are almost similar. 

However, SGST functions at the state level. The acts include the details related to payment of 

taxes, modes, punishments, crimes related to payments of taxes, and the major information 

that is substantial. The most important portion of an act is related to the punishments that can 

be imposed if any of the provisions of the acts are not followed. The provisions related to 

punishments are interrelated to maintain a balance between each other. 

The express powers to “arrest” an individual was allowed from the earliest starting point to 

the Indirect Tax authorities and the equivalent has stayed a dubious provision relating to the 

lucidity on its execution. The power to arrest an individual under taxation law is not another 
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turn of events. The Central Excise and Service Tax provisions likewise had arrest procedures, 

presented in 2013; and the maltreatment of these provisions originally went to the spotlight 

when the overseer of MakeMyTrip was captured in 2016. In the organization and the 

collection of the indirect taxes are made for 'arrest' of individuals to provide for 

circumstances created by unscrupulous tax evaders. There's no rejecting the fact that the 

Central GST law gives Magistrates wide powers to capture without registering an FIR or any 

police complaint. However, the question which remains to be answered, in any case, does the 

Constitution of India allows this kind of untrammeled powers in the hands of the State, 

without having to resort to the procedure established by law for arrest or for curtailing the 

personal liberty of a person/individual? That is a long debate deciding the harmony between 

an administration's entitlement to get stricter about the monetary offenses affecting the 

economy and the sacred right to justice for all its residents. 

GST ACT AND ITS IMPLICATIONS 

The procedure of bringing GST into action was being planned since 2000. However, it took 

17 long years to implement it. In the year 2017, the GST bill was passed. The passing of the 

bill aimed at removing different stages of levying taxes on the supply of goods and services. 

The structure was introduced for the centre as well as the state. At the centre, the act covers 

VAT, Service Tax, Central excise whereas at the state level the act covers the same topics 

which function in a single state. 

IGST covers the tax collected by the Central Government for the sale of goods and services 

between two states. The GST system is working on complying with a uniform tax rate in the 

country. There have been many positive points about the GST law through which the 

scattered system can be made stable.  The businesses have to be aware of the GST laws as 

they play the role of implementing and regulating the taxation matters of the companies. 

OFFENCES AND PUNISHMENTS (SECTION 132) 

Section 132 of the GST Act states offences and the punishments that the criminal has to face. 

Subsection (1) of the section provides for 12 offences along with punishments specified for 

them. The conditions are specified in subsection (1) from clauses (a) to (k) and clause (l) 

specifies the punishments. The offences included in the section are: 
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 Supplying goods or services without the issue of invoice and issue of invoice or bill 

without supplying goods or services, both done to evade or wrongful ailment of tax 

 Availing input tax credit without any bill or invoice 

 Fails to pay any amount tax beyond a period of three months’ 

 Doing any act such as transporting, selling, keeping, or any other similar act which he 

knows would lead to infringement of the provisions of the act 

 Prevents any officer from discharging his duty  

 Destroys any evidence or documents 

 Fails to supply any information that he is bound to do according to the act. 

The offences mentioned are punishable under the same section and the authorities have the 

power to take action for such offences according to section 62. Clause (l) of subsection (1) of 

Section 132 provides for punishments if someone commits or abets to commits the offences 

mentioned in the former clauses. The clause includes punishment both in terms of fine and 

imprisonment. Both conditions differ according to offences. 

Subsection (2) provides for punishment to the person if convicted for the same offense 

(mentioned in the section) twice. Punishment includes imprisonment which may extend up to 

five years and a fine. Subsection (3) states about the punishment in the condition when there 

exists no special and adequate reason to be recorded in the judgment. Subsection (4) includes 

the Code of Criminal Procedure, 1973 in a way that every offense in the act shall be non-

cognizable and bailable except for offences mentioned in Subsection (5). However, 

Subsection (5) mentions the offences that have to be cognizable and non-bailable. 

Subsection (6) states the role of the Commissioner as no person can be prosecuted under this 

section without prior sanction of the Commissioner. Also, the amount plays a major role in 

which the term “tax” must include all the taxes that have been wrongly availed or taken. The 

section is directly linked to section 69 of the Act. Section 69 hereinafter provides for the 

powers and roles of the competent authorities to avoid misconception and misuse of powers. 

POWER OF AUTHORITIES (SECTION 69) 

The specification of the offences as mentioned in Section 132 are punishable and the power 

of arrest for such offence’s rests on the authorities. Section 69 states such authorities. The 

section has 3 subsections which interrelated to each other. Subsection (1) comprises the 
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power of a commissioner to arrest a person with the order. The offences mentioned are in 

Section 132. Subsection (2) states if a person is arrested as per subsection (1) and for an 

offense as per subsection (5) of Section 132 i.e., cognizable and non-bailable offences, the 

arrest of the person must be accompanied by the grounds and the person must be presented 

before a Magistrate within twenty-four (24) hours.  

Subsection (3) to Section 69 relates to the Code of Criminal Procedure, 1973. It mentions the 

bailable and offences and the power of the Deputy Commissioner regarding them. The 

Deputy Commissioner in case of bailable offense has the powers which are the same as 

office-in-charge of a police station. The arrest of a person for offences in Section 132 is 

compulsory to have complied with the mandate of Section 69. The main purpose of the 

provision is to specify the powers in case of offences so as that prevent abuse of process.  

REASON TO BELIEVE 

Reason to believe is pivotal under GST as the Commissioner needs to have some reason to 

believe before making an arrest. To comprehend what comprises “reason to believe” different 

legal points of reference should be noted. In Aslam Mohd. Dealer v. Skilled Authority3 the 

Supreme Court laid down that, at whatever point a resolution accommodates 'a reason to 

believe’, such reasons ought to either show up on the front of the notification or they should 

be accessible on the materials which had been set before the official making the capture.  

In Tata Chemicals Ltd v. Official of Customs4, the Supreme Court emphasized the 

imperatives of ‘reason to believe’ and held that the reasons should be founded on that of a 

legit and sensible individual on sensible grounds and not simply on doubt, tattle, or talk with 

no immediate or fortuitous proof. Any capture without the above conditions being fulfilled 

will be entire without jurisdiction.  

"All things considered these articulations have been held not to mean the emotional 

fulfillment of the official concerned. Such force given to the concerned official is certainly not 

a subjective force and must be practiced as per the restrictions forced by law." 

The Provision arrest appears to be fairly brutal as GST is a financial enactment, i.e., an 

assessment law and not a criminal enactment. The Commissioner can arrest based on reason 
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to believe. The phrasing is emotional (i.e., contingent upon the assessment). A fair citizen 

who, for instance, didn't pay GST because he truly trusted GST was not relevant to him may 

get his products seized and get arrested. It very well may be an instance of a wrong 

translation of the law for which punishment may apply however arrest for the same appears 

to be excessively cruel. GST law ought to have greater clearness on the events when an 

individual can be arrested as it is a new law and there will undoubtedly be certifiable 

mistakes. 

JUDICIAL INTERPRETATION OF SECTIONS 69 AND 132 OF GST ACT, 2017 

There have been several cases that relate to sections 69 and 132 of the GST Act. The sections 

have been subjected to several loopholes. The major loophole that exists is related to the 

procedure of arrest. In other legislatures, the procedures of arrest are specifically mentioned 

that avoid the misuse of power. However, in this act, it is not present. The powers of 

commissioners have been questioned in different High Courts of the country. In the case P.V. 

Ramanna Reddy v. Union of India & Ors5 , Telangana High Court upheld the power of the 

Commissioner and stated that it is the competent authority to arrest without the filing of FIR 

if the matter is related to tax evasion and other related matters. 

However, in the case of Union of India v. Sapna Jain & Ors. 6 Supreme Court upheld the 

view of the Telangana High court as the matter was being escalated by different views. All 

the similar that was going on, were decided on the ground that the opinion of the Telangana 

High Court was correct. The provisions of the Act provide for powers of the Commissioner 

and other competent authorities to arrest on valid grounds. The orders of the Bombay High 

Court were quashed by the Supreme Court. It is important to note that Sections 132 and 69 of 

the Act hold their importance to maintain decency in the GST mechanism in India. 

The case, Vimal Yashwant Giri Goswami and other7, Gujarat High Court highlighted some of 

the crucial points of both the sections. It was observed that the power vested for arrest by the 

Commissioner is valid and the Commissioner doesn't need to provide a copy of the reasons 

provided by him. A person who has evaded any kind of tax can be called upon by the 

authorized officer to record a statement or produce documents within the meaning of Article 
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20(3) of the constitution of India. The powers stated under Section 69 (3) do not give the 

power to the GST officer to investigate; the power is for granting bail.8 

The views that have been discussed in this case clear the confusion concerning the powers of 

the authorities. The views of different High Courts in different cases are bringing forward the 

aspects of the provisions from time to time. All the other points that are yet to be cleared will 

be hopefully resolved in the upcoming cases. 

CONCLUSION 

"A law without having the provisions of punishments for the crimes committed resembles lion 

without teeth, as the lion’s strength always remains in his bite", additionally "crimes of 

various kinds will keep on happening except if there is a dread of law" 

The Goods and Service Tax Act, 2017 is no exception to the above statement. Detainment, 

seizure, examinations, evaluation, investigation of profits, and arrest are a few systems 

through which GST specialists guarantee that there is no evasion of tax, and if there is any tax 

avoidance then that should be punished accordingly as per the law.  

Among the above-mentioned instruments arrest is the last response to guarantee that citizens 

pay attention to the compliances of law. Provisions related to arrest have been accommodated 

for an examination of offences submitted under GST, to forestall evidence altering and the 

supposed individual from slipping away. It is an apparatus given to the Department for 

examination and should be utilized distinctly in outstanding conditions and should be 

considered as the last resort to safeguard the Government Revenue. Abuse of such 

arrangements for finishing income targets and achieving their revenue goals will therefore 

bring about the ill-treatment of the taxpayers which isn't the intention of the legislature 

behind these provisions. 

However, only time can establish as to whether the power granted is utilized for curbing the 

liberty without following the procedure established by law which shall be just, fair and 

reasonable.  
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