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THE CENTRAL SALES TAX ACT, 1956

INTRODUCTION

By the Constitution (Sixth Amendment) Act, 1956 certain amendments were made
in the Constitution, whercby (a) taxes on sales or purchase of goods in the course of
inter-State trade or commerce were brought expressly within the purview of the
legislative jurisdiction of Parliament, (b) restrictions could be imposed on the powers
of State egisiatures with respect to the levy of taxes on the sale or purchase of goods
within the State where the goods are of special importance in inter-State trade or
commerce. To provide for the jegislation authorised by the Constitution as amended
by the said Amendment Act of 1956 the Central Sales Tax Bill was introduced in the
Parliament.

STATEMENT OF OBJECTS AND REASONS

In the interest of the national economy of India certain amendments were
undertaken in the Constimution by the Constitution (Sixth Amendment) Act, 1956,
whereby—

(a) taxes on salcs or purchases of goods in the course of intcr-State trade_or
commerce were brought expressly within the purview of the legislative
jurisdiction of Parliament,

(b) restrictions could be imposed on the powers of State legislatures with
respect 1o the levy of taxes on the sale or purchase of goods within the
State where the goods are of special importance in inter-State trade or
COMMErce.

The amendments at the same time authorised Parfiament to formulate principlés
for determining when a sale or purchase takes place in the course of inter-State trade
or commerce or in the course of export or import ot outside a State in order that the
legislative spheres of Parliament and the State legislatures become clearly demarcated.
In the casc of goods of special importance in inter-State trade or commerce, a law of
Parliament is to lay down the restrictions and conditions subject to which any State
law may regulate the tax on gales or purchases of such goods in the State.

7 This Bill secks to provide for the legisiation authorised by the Censtitution as-
amended above with a view to enabling ihe State Governments to raise additional
revenues by levying tax on inter-State {ransactions which are at present jmmune from
tax under their respective sales tax laws. After taking inte account the recommendations

* of the Taxation Enguiry Commission and in consultation with the States the Government
of India were of the view that the ‘following principles should govern the scheme of
the detailed legislation on the three inter-related subjects:

(i) The Central Government should authorise the State Governments to imposc on
behalf of the Central Government tax on the sale or purchase of goods in the course
of inter-State trade or commerce. The Central legislation should also delegate to the
States the Central Government’s power 0 levy and collect the tax and for this purpose
prescribe the same system of registration, assessment, efc., 8s prevails in the States
concerned under their own sales fax system. :
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(i) An important aspect of the Central legislation will be concerned with the
definition of the locale of sales for the purpose of defining in detail the relative
jutisdiction, firstly of the Union and the States, and secondly, of the States imter se.
it is therefore, necessary that the law should define clearly, with specific reference to
sales tax the circumstances in which a sale or purchase becomes laxable by a particular
State and no other. It should also define for the purpose of the Constitutional restrictions
on the State’s power to impose a tax under liem 54 of the State list, when a sale or
purchase of goods may be said tc take place:

{a) in the course of export out of India,
(b} in the course of import into India, and
(¢) in the course of inter-State trade or commerce.

(iii} The Central legislation should provide for the declaration of certain
commodities which are in the nature of raw materials and of special importance in
inter-State trade or commerce and lay down the restrictions and conditions as to the
rate, system of levy and other incidents of tax suhject to which the States may impose
tax on the sale or purchase thereof.

3. Necessary provisivns have, therefore, been made in the different Chapters of
this Bill incorporating the principles stated above.

LIST OF AMENDING ACTS
1. The Central Sales Tax (Amendment) Act, 1957 (16 of 1957).

2. The Centrat Sales Tax (Amendment) Act, 1958 {5 of 1938).
3. The Central Sales Tax (Second Amendment) Act, 1958 (31 of 1958).
4. The Repealing and Amending Aci, 1960 (58 of 1960).

5. The Finance Act, 1961 (14 of 1961).

6. The Central Sales Tax {Amendment) Act, 1963 (8 of 1963).
7. The Finance Act, 1966 (13 of 1986}

8. The Finance Act, 1968 (19 of 1568). .
9. The Central Sales Tax (Amendment) Act, 1969 (28 of 1969).
19. The Central Sales Tax (Amendment) Act, 1972 {61 of 1972).
11. The Finance Act, 1975 (25 of 1975)

12. The Ceniral Sales Tax (Amendment) Act, 1976 (103 of 19.76).
13. The Repezling and Amending Act, 1978 (38 of 1978}

14, The Finance Act, 1988 (26 of 1988).

15. The Finance Act, 1989 (13 of 1989).

16. The Finance (No. 2) Act, 1996 (33 of 1996).

17. The Finance Act, 2000 {10 of 2000).

18. The Finance Act, 2001 {14 of 2001).

19. The Central Sales Tax (Amendment) Act, 2001 {41 of 2001).
20, The Finance Act, 2002 (20 of 2002).

21. The Finance Act, 2003 (32 of 2003).

22. TheFinance (No. 2) Act, 2004 ( 41 of 2004)
23. TheFinance Act, 2005 ( 35 of 2005)
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THE CENTRAL SALES TAX ACT, 1956'

(74 of 1956)
[21st December, 1956]

An Act to formulate principles for determining when a sale or purchase af goods
takes place in the couwrse of inter-State trade or commerce or outside a State or in
the course of imports into or export from India, to provide for the levy, collection and
distribution of taxes on sales of goods in the course of inter-State trade or commerce
and to declare certain goods to be of special importance in inter-State trade or
commerce and specify the restrictions and conditions to which Stare laws imposing
taxes on the sale or purchase of such goods of special importance shall be subject.

BE it enacted by Parliament in the Seventh Year of the Republic of India as
follows:—
CHAPTER T
PRELIMINARY
1. Short title, extent and commencement
1. Short title, extent and commencement.—(1) This Act may be called the Central
Sales Tax Act, 1956,
(2) It extends to the whole of India *[**¥]

(3} Tt shall come into force on such date® as the Central Governmment may, by
notification in the Official Gazette, appoint, and different dates may be appointed for
different provisions of this Act.

2. Definitions
2. Definitions.—In this Act, unless the contcxt otherwise requires,—
(a) “appropriate State” means—

(i} in relalion fo a dealer who has one or more places of business situated
in the same State, that State;

(ii) in relation to a dealer who has ‘[**¥*] places of business situated in
different States, every such State with respect to the place or places
of business situated within its territory;

[k
®[(az)] ‘“business” includes—
(i) any trade, commerce or manufactore, or any advenfure or concern in
the nature of trade, commerce or manufacture, whether or not such
trade, commerce, manufacture, adventure or concern is carried on

with a motive to make gain or profit and whether or not any gain
or prefit accrues from such trade, commerce, manufacture, adventure

or goncern;, and

(ii) -any transaction in connection with or incidental or ancillary to, such
trade, commerce, manufacture, adventure or concern,

1. The Act has been extended to Goa, Daman and Diu (with modifications) by Reg. 12 of §962,
sec. 3 and Sch., to Kohima and Mokokchung districts of Nagaland (as in force on 5-8-1971) by Act
61 of 1972, sec. 14 {1) (we.f. 30-11-1972}, The amendments made to the Act by Act 61 of 1972,
came into force in the said districts (w.e.f. 1-4-1973) [ vide sec. 14(2), Act 61 of 1972].

2. The words “except the State of Jammu gnd Kashmir omitted by Act 5 of 1958, sec. 2.

. Came int force on 5-1-1957, all sections except section 15, vide S.R.0. 78, dated 4th January,
1957, Gazetic of India, Extra. 1957, Pr. II, Sec_ 3, p. 57; and sec. 15 with effect from 1st October,
1938, vide G.S.R. 897, dated 23cd September, 1958, Gazette of India, Extra. 1958, Pt. I, Sec, 3
{i) p. 476.

4. The words “One or more” omitted by Act 31 of 1958, sec. 2 (w.e.f 1-10-1958).
5. Explanation omitted by Act 31 of 1938, sec. 2, (wef. 1-10-1958). ’
6. Ins. by Act 103 of 1976, sec. 2 (wef 7-9-1976). ’
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(i) -any transaction in connection with or incidental or ancillary to, such
trade, commerce, manufacturs, adventure or concern,

“crossing the customs frontiers of India” means crossing in the limits of

the area of a customs station in which imported goods or export goods

are ordinarily kept belore clearance hy customs authorities.
Explanation.—For the purposes of this clause, “customs station” and

“customs authorities” shall have the same meanings as in the Customs

Act, 1962 (52 of 1962}]

“dealer” means any person who carries on (whether regularly or otherwise)

the business of buying, sclling, supplying or distributing goods, directly

or indircctly, for cash or for deferred payment, or for commission

remuneration or other valuable consideration, and includes—

(D} alocal authority, a body corporate, a company, any co-eperative society
or other society, club, firm, Hindu undivided family or other association
of persons which carries on such business;

(iiy a factor, broker, commission agent, del credere agent, or any other
mercantile agent, by whatever name called, and whether of the same
description as hereinbefore mentioned or not, who carrics on the
business of buying, selling, supplying or distributing, goods belonging
to any principal whether disclosed or mot; and

(iii} an auctioneer who carries on the business of selling or auctioning

- gouods belonging to any principal, whether disclosed or not and whether
the offer of the intending purchaser is accepted by him or by the
principal or a nomince of the principal,

Explanation I.—FEvery person who acts as an agent, in any State, of

a dealer residing owiside that State and buys, sells, supplies, or distributes,

goods in the State or acts on behall of such dealer as—

(i) a mercantile agent as defined in the Sale of Goods Act, 1930
(3 of 1930). or

(ii) an agent for handling of goods or documents of title relating to goads,
or '

(iii) an agent for the collection or the payment of the sale pricé of goods.
or as a guarantor for such collection or payment,

" and every local branch or office in a State of a firm registered outside that

{c)

(d

State or a company or other body corporate, the principal office or
headquarters whereof is outside that State, shall be deemed to be a dealer

for the purposes of this Act.

Explanation 2.—A Government which, whether or not in the course
of business, buys, sells, supplies or distributes, goods, directly or otherwise,
for cash or for deferred payment or for commission, remuneration or other
valuable consideration, shall except in relation to any sale, supply or
distribution ot surplus, un-serviceable or old stores or materials or waste
products or obsclete or discarded machinery or parts or accessories thereof,
be deemed to be a dealer for the purposes of this Act;]

“dectared goeds” means goods declared under section 14 to be of special
importance in inter-State trade or commerce;

“gpods™ includes all materials, articles, commodities and all other kinds
of movable property, but does not include '[newspapers] acticnable claims,
stocks, shares and securities.

1. Subs, by Act 103 of 1976, sec. 2, for clause (b} (w.e.f. 7-9-1576).

4 -
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[{dd) *place of business” includes—

(i) in any case where a dealer carrics on business through an agent by
(whatever name called), the place of business of such agent;

(ii) a warchouse, godown or other place where a dealer stores his goods;
and

(iii} & place where a dealer keeps his books of account;
(g) “prescribed” means prescribed by rules made under this Act;
(f) “registered dealer” means a dealer who is registered under section 7;

2[(g) “sale”, with its grammatical variations and cognate expressions, means
any transfer of property in goods by one person to another for cash or
deferred payment or for any other valuable consideration, and includes,—

(i) a tansfer, otherwise than in pursuance of a contract, of property in
any goods for cash, deferred payment or other valuable consideration;

(i) a transfer of property in goods (whether as goods or in some other
form) involved in the execution of a works contract;

(iii) a delivery of goods on hire-purchase or any system of payment by
instalments;

{iv) a transfer of the right to use any goods for any purpose (whether or
not for a specifiéd period) for cash, deferred payment or other valuable
consideration;

{(v) a supply of goods by any unincorporated association or body of persons
to a member thereof for cash, deferred payment or other valuable
consideration; -

(vi) a supply, by way of or as part of any service or in any other manner
whatsoever, of goods, being food or any other article for human
consumption or any drink (whether or not intoxicating), where such
supply or service, is for cash, deferred payment or other valuable
consideration, :

but does not include a mortgage or hypothecation of or a charge or pledge
on goods.]

(h) “sale price” means the amount payable to a dealer as consideration for
the sale of any goods, less any sum allowed as cash discount according
to the practice normally prevailing in the trads, but inclusive of any sum
charged for anything done by the dealer in respect of the goods at the
time of or before the delivery thereof other thaa the cost of freight or
delivery or the cost of installation in cases where such cost is separately
charged;

3[Provided that in the case of atransfer of property in goods (whether as
goods or in some other form) involved in the execution of a works contract,
the sale price of such goods shall be determined in the prescribed manner by
making such deduction from the total consideration for the works contract as
may be prescribed and such price shall be deemed to be the sale price for the
purposes of this clause.]

(i) "salestax law" means any law for thetime being in force in any State or part
thereof which provides for the levy of taxes on the sale or purchase of goods
generally or on any specified goods expressly mentioned in that behalf and
includes value added tax law, and "general sales tax law" means any law
for

1. Ins. by Act 31 of 1958, sec. 2 (we.f. 1-10-1958),

2. Subs. by Act 20 of 2002, sec. 50, for clavse (g).
3. Ins. by Act 35 of 2005, sec. 89(a) (w.ef. )
4. Subs. by Act 35 of 2005, sec. 89(b), for clause (i), (w.ef. )
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the time being in force in any State or part thereof which provides for the
levy of tax on the sale or purchase of goods generally and includes value
added tax law;]

(i) “Sales tax law” means any law for the time being in force in any State
or part thereof which provides for the levy of taxes on the sale or purchase
of goods generally or on any specified goods expressly mentioned in that
behalf, and “genctral sales tax law” means the law for the time being in
force in any State or part thereof which provides for the levy of tax on
the sale or purchase of goods generally;

() “turnover” uscd in relation to any dealer liable to tax under this Act
means the aggregate of the sale prices received and receivable by him in
respect of sales of any goods in the course of inter-State trade or commerce
made during any prescribed period '{and determined in accordance with
the provisions of this Act and the rules made thereunder;

?[(ja)" works contract” means a contract for carrying out any work which
includes assembling, construction, building, altering, manufacturing,
processing, fabricating, erection, installation, fitting out, improvement,
repair or commissioning of any movable or immovable property;]

(k) “year”, in relation to a dealer, means the year applicable in relation to
him under the general sales tax law of the appropriate State, and where
there is no such year applicable, the financial year.

COMMENTS

(3} Lottery tickets comprising the right to participate in the draw are goods; M. Anraj v.
Governmert of Tamil Nodu, (1986) 61 STC 165 (SC),

(ii) Electricity must be considered to be goods for the purpese of sales tax iegislation;
Commissioner of Sales Tax v. Kolhapur Electric Supply Co., (1976) 37 STC 587,

(iii) The definition of ‘sale price’ is in {wo parts. The first part says that ‘sale price’
means the amount payable to a dealer as consideration for the sale of any goods. The second
part which is an inclusive clause, includes any sum charged for anything done by the dealer
in respect of the goods at the time of or before the delivery thereof other than the cost of freight
or delivery or the cost of installation in case where such cost is scparatcly charged. Where the
cost of freight is part of the price, it would fall within the first part of the definition and to
such a case, the exclusion clause in the second part has no application, So it is exigible tax;
Hindustan Sugar Mills Lid. v, Staie of Rajasthan, (1979) 43 STC 13 (8SC).

CHAPTER Il

FORMULATION OF PRINCIPLES FOR DETERMINING
WHEN A SALE OR PURCHASE OF GOODS TAKES PLACE IN
THE COURSE OF INTER-STATE TRADE OR COMMERCE OR

OUTSIDE A STATE OR IN THE COURSE OF IMPORT OR EXPORT

3. When isa saleor purchase of goods said to take place in the cour se of

inter-State trade or commer ce

3. When is a sale or purchase of goods said to take place in the course of
inter-State trade or commerce.—A sale or purchase of goods shall be deemed to
take place in the course of inter-State trade or commerce if the sale or purchase—

(a) occasions the movement of goods from one State to another; or
(b) is effected by a transfer of documents of title to the goods during their
movement from one State to another.

Explanation 1.—Where goods are delivered to a carrier or other bailee for
transmission, the movement of the goods shall, for the purposes of clause (b}, be deemed
to commence at the time of such delivery and terminate at the time when delivery is
taken from such carricr or bailec.

Explanation 2.—Whcre the movement of goods commences and terminates in the
same State it shall not be deemed 1o be a movement of goods from one State to
another by reason metely of the fact that in the course of such movement the goods
pass through the territory of any other State.

1. Subs. by Act 28 of 1969, sec, 2, for “and determined in the prescribed manner"_(retmspectively).
2. Ins. by Act 35 of 2005, sec. 89(c), (w.ef. ).
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COMMENTS
(i) Clauses (a) and (b) ol section 3 are mutually exclusive, znd clause (a) covers sales in
which the movement of goods from one State to another is the result of a covenant or incident
of the contract of sale and property in the goods passes in either State: Tata fron and Steel Co.
Led v, S.R. Sarkar, {1960) 11 STC 633 {(SC).

{ii} Where although the contract of sale of cement did not itself contain any covenant that
the supply had to be made from any particular factory, as the contract was subject to the terms
of the permit which provided that the supply had to be made from one or other factory situated
outside Mysore State, the contract must be deemed to have contained a covenant that the cemment
would be supplied in Mysore from a place situated ontside its borders and sale under such a
contract would cleaily be an inter-State sale as defined in clause (a) of section 3 of the Act;
The State Trading Corporation of India v. State of Mysore, (1963} 14 STC 188 (8C).

4. When isa sale or purchase of goods said to take placeoutside a State

4. When is a sale or purchase of goods said to take place ontside a State.—
(1) Subject to the provisions contained in section 3, when a sale or purchase of goods
is determined in accordance with sub-section (2) 1o take place inside a State, such sale
or purchase shall be deemed to have taken place outside all other States,

(2) A sale or purchase of goods shall be deemed (o take place inside a State, if
the goods arc within the State—

(a) in the case of specific or ascertaincd goods, at the time the contract of
sale Is made; and

(b) in the case of unascertained or future goods, at the time of their
appropriation to the contract of sale by the seller or by the buyer, whether
assent of the other party is prior or subsequent to such appropriation.

Explanation—Where there is a single contract of sale or purchase of goods situated
at more places than one, the provisions of this sub-section shall apply as if there were
Separate contracts in respect of the goods at each of such places.

- COMMENTS

Since the bonded warchouses are located in ports, they are within the borders of the
concemned State. Sales made 1o ships are often ciaimed as sales ontside the State or as sales
in the course of export. The principles laid down in seclion 4(2) of the Act would apply in such
cases and the sales would be heid as internal sales. The goods are intended for consumption
on board during voyage and hence there is no destination for their export, So, they can't be
considered as sales in the course of export; Bummah Shell (il Storage & Distributing Co. v.
Commissioner of income-tax, (1960) 11 S8TC 764 (5C).

5. When isa sale or purchase of goods said to take place in the cour se of
import or export

5. When is a sale or purchase of goods said to take place in the course of
import or export.—(1) A sale or purchase of goods shall be deemed to take place in
the course of the export of the goods out of the territory of India only if the sale or
purchasc cither occasions such export or is effected hy a transfer of documents of title
to the goods after the goods have crosscd the customs frontiers of India.

(2) A sale or purchase of goods shall be deemed to take plabe in the course of
the import of the goods into the territory of India only if the sale or purchase either
occasions such import or is effected by a transfer of documents of title to the goods
before the goods have crossed the customs frontiers of India.
tained in sub-section (1), the 135; fﬁlc or g‘;ﬁhz‘:’;

. ioni rt of those g
of any goods preceding the sale or purchase 0;c$1g21?f ?}:2 iﬁn?se ¢ such export, if
of the territory of India shall also be deeme for the purpose of complying with,
such last sale or purchase took place aflfer, and was for p
the agreement or order for or in relation to such export.]

2[(4) The provisions of sub-section (3) shall not apply to any sale or purchase of
goods unless the dealer selling the goods furnishes to the prescribed authority in the
prescribed manner a declaration duly filled and signed by the exporter to whom the
goodsaresold in a prescribed form obtained from the prescribed authority.]

1[(3) Notwithstanding anything con

1. Inserted by Act 103 of 1976 section 3 (w.e.f. 1.4.1976)
2. Inserted by Act 35 of 2005, sec. 90 (w.ef. )
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1 . . .
carrie(rS) Not;:wthstan_dmg anythl_ng contained in sub-section (1), if any designated Indian
purcha&u;ﬁal?ﬁggg] t-l(—)utr;I)! ne Ilzuel for the purposes of itsinternational flight, such
e '
territory of India. place in the course of the export of goods out of the
Explanation.— For the purposes of this sub-section, " designated Indian carrier” means

any carrier which the Central Govern ification i e
specify in this behalf ] ment may, by natification in the Official Gazette,

COMMENTS

Where there is ho inter-coanecticn or integral relation or bond between ihe two evenis
namely, sale and export, {he sate cannot be said to be in the course of export, The first transaction
would become a sale for export while the second transaction would be in the course of export.
The former would be liable to tax under the Iocat laws while the latter falls under the first
lLimb of section 5(1) and exempt from tax; State of Bihar v, Tuta Engineering & Locomotive
Co. Lid, (1971) 27 STC 127 (5O)-

CHAPTER i

N INTER-STATE SALES TAX
6. Liability to tax on inter-State sales

6. Liahility to tax on inter-State sales.—2[(1)] Subject to the other provisions
contained in this Act, every dealer shall, with effect from such date’ as the Central
Government may, by notification in the Official Gazeile, appoint, not being eatlier
than thirty days from the date of such notification, be liable to pay tax under this Act
on all sales ‘[of goods other than clectrical energy) effected by him in the course of
inter-State trade or commerce during any year of and from the date so notified:

S[Provided that a dealer shall not be liable to pay tax under this Act on 4fiy salé
of goods which, in accordance with the provisions of sub-section (3) of scction 5 is
2 sale in the course of export of those goods out of the termtory of India.}

6[(1A) A dealer shall be liable to pay lax under this Act on a sale of any g00ds
effected by him in the course of inter-State trade or commerce notwithstanding that
no tax would have beenr leviable {whether on the seller or the purchaser) under the
sales tax law of the appropriate State if that sale had taken place inside that State.}

7[(2) Notwithstanding anything contained in sub-section (1) or sub-section ﬂA}.
where a sale of any goods in the course of inter-State trade or commerce has either
occasioned the movement of such goods from one State 1o another or has been effected
by a transfer of documents of title to such goods during their movement from one
State to another, any subsequent sale during such movement effected by a transfer of
documents of title to such goods,—

(a) to the Government, or

(b) 1o a registered dealer other tha i
reg) : n the Government, if th
description referred to in sub-section (3) of secti(;n 8? st

shall be exempt from tax under this Act:

Provided that ro sach subse
) quent sale shall be exempt from tax und i
. . i er -
;ig;fﬁhgglfisa ntr[::r d:;ée:,,r ?t%fie:t:ﬁg the sa!g f(‘;lmlshes to the prescribed authori::};ls:mmt]}?e
: e prescribed time ithi i
authority may, for sufficient cause, permit,— or within such further tine as thet

1. Inserted by Act 35 (_)f 2005, sec. 90 (w.ef.

1. L3, LY revs awe— ws
2. Scic(t)i(igsﬁa)rc-numbcrcd as sub-section (1) of that section by Act 31 of 1938, sec. 2 Lw.ed
1-10- :

3. {st July, 1957, vide SR.O. 940-A, dated 26th March, 1957, published in the Gazete of india.
Exta. 1957, Pt 1L, Sec. 3, p. 1233/1.

. Ins. by Act 61 of 1972, sec. 2 (w.e.f. 1-4-1973).

Ins. by Act 103 of 1976, sec. 4 {(wrelf 1-4-1976).

. Ins. by Act 28 of 1965, sec. 3 {retrospectively).

. Subs. by Act 61 of 1972, sec. 2, for sub-section (2) (wef 1-4-1973).

eI~ ST
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fa) a certificate duly filled and signed by the registered dealer from whom
the goods were purchased conmtaining the prescribed particulars in a
prescribed form obtaified from the prescribed authority; and

{by if the subsequent sale is made-—
(i) to a registered dealer, a declaration referred to in clause (a} of sub-
section (4} of section 8, or
(i) to the Government, not being a registered dealer, a certificate referred
to in clause (b) of section (4) of section §:

Provided further that it shall not be necessary to furnish the declaration or the
certificate referred to in clause (b} of the preceding proviso in respect of a subsequent
sale of goods if,—

{a) the sale or purchase of such goods is, under the sales tax law of the
appropriate State exempt from tax generally or is subject to tax generally
at a rate which is lower than '[four per cent.] (whether called a tax or
fee or by any other name); and

(b) the dealer effecting such subsequent sale proves to the satisfaction of the
authority referred to in the preceding proviso that such sale is of the
_ nature referred to in clause (a) or clause (b) of this sub-section.]

7(3) Notwithstanding anything contained in this Act, no tax under this Act shall
be payable by any dealer in respect of sale of any goods made by such dealer, in the
course of inter-State trade or commerce, to any official, personnel, consular or
diplomatic agent of—

(i) any foreign diplomatic mission or consulatein India; or

(ii) the United Nations or any other similar international body,
entitled to privileges under any convention or agreement to which India is a party or
under any law for the time being in force, if such official, personnel, consular or
diplomatic agent, as the case may be, has purchased such goods for himself or for the
pur poses of such mission, consulate, United Nationsor other body.

(4) The provisions o sub-section (3) shall not apply to the sale of goods made in
the course of inter-State trade or commerce unless the dealer selling such goods
furnishes to the prescribed authority a certificate in the prescribed manner on the
prescribed form duly filled and signed by the official, personnel, consular or
diplomatic agent, as the case may be.]

COMMENTS

It is obligatory on the part of the dealer claiming exemption under section 6 (2} to collect
the E IT forms from the selling dealer and file them before the assessing authority. He cannot
insist for issue of summons by the assessing authority compelling the selling dealer to produce
the declaration form; Tamilradu Agencies v. CTO, (1982) 50 STC 146.

6A. Burden of proof, etc., in case of transfer of goods claimed ...
3[6A. Burden of proof, efc., in case of transfer of goods claimed otherwise

than hy way of sale—(1) Where any dealer claims that he is not liable to pay tax

under this Aect, in respect of any goods, on the ground that the movement of such

1. Subs. by Act 25 of 1975, sec. 38, for “three per cent” (w.e.f. 1-7-1975).
2. Substituted by Act 35 of 2005, sec. 91 (w.elf. ). Sub-section (3) was
inserted first by Act 32 of 2003 sec. 161 (w.e.f. 14.5.2003), reading —
1[(3) Notwithstanding anything contained in this Act, if—
{a) any official or personnel of—
(i) any foreign diplomatic mission or consulate in India; or
(i) the United Nations or any other similar international body,

entitled to privileges under any convention to which India is a party or
under any law for the titne being in force; or
(h) any consular or diplomatic agent of any mission, the United Nations or

other body referred to in sub-clause (i) or sub-clause (ii) of clause (a),
purchases any goods for himself or for the purposes of such mission, United Nations
or other body, then, the Central Government may, by notification in the Official Gazerte,
exempt, subject to such conditions as may be specified in the notification, the tax
payable on the sale of such goods under this Act]

3. [ns. by Act 61 of 1972, sec. 3 (w.e.f. 1-4-1973).
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goods from one State to another was occasioncd by reason of transfer of such goods
by him to any other place of his business or to his agent or principal, as the case may
be, and not by reason of sale, the burden of proving that the movement of those goods
was so occasioned shall be on that dealer and for this purpose he may furnish to the
assessing authority, within the prescribed time or within such further time as that
authority may, for sufficient cause, permit, a declaration, duly filled and signed by the
principal officer of the other place of business, or his agent or principal, as the case
may be, containing the prescribed particulars in the prescribed form obtained from the
prescribed authority, along with the evidence of despatch of such goods '[and if the
dealer fails to furnish such declaration, then, the movement of such goods shall be
deemed for all purposes of this Act to have been occasioned & a result of sale].

(2) If the assessing authority is satisfied after making such inquiry as he may
deem necessary that the particulars contained in the declaration furnished by a dealer
under sub-section (1) are true he may, at the time of, or at any time before, the
assessment of the tax payable by the dealer under this Act, make an order to that
effect and thereupon the movement of goods to which the declaration related shall be
deemed for the purpose of this Act to have been occasioned otherwise than as a result
of sale.

Explanation—In this section, “assessing authority”, in relation to a dezler, means
the authority for the time being competent to assess the tax payable by the dealer
under this Act.]

7. Registration of dealers

7. Registration of dealers.—(1) Every dealer liable to pay tax under this Act
shall, within such time as may be prescribed for the purpose, make an application for
registration under this Act {0 such authority in the appropriate State. as the Central
Government may, by general or special order, specify, and every such application shall
contain such patticulars as may be prescribed. :

I[(2) Any dealer liable to pay tax under the sales tax law of the appropriate State,
or where there is no such law in force in the appropriate State or any part thereof,
any dealer having a place of business in that State or part, as the case may be, may,
notwithstanding that he is not liable to pay tax under this Act, apply for registration
under this Act to the authority referred to in sub-section (1), and every such application
shall contain such particulars as may be prescribed.

Explanation—For the purposes of this sub-section, a dealer shall be deemed to
be liable to pay tax under the sales tax law of the appropriate State netwithstanding
that under such law a sale or purchase made by him is exempt from tax or a refund
or rebate of tax is admissible In respect thereof.]

3[(2A) Where it appears necessary to the authority to whom an application 18
made under sub-section (1) or sub-section (2) so to do for the proper realisation of the
tax payable under this Act or for the proper custody and use of the forms teferred to
in clause {a) of the first proviso to sub-section (2) of section 6 or sub-section {1} of
section 6A or clause (a) of sub-section (4) of section 8, he may, by an order in writing
and for reasons to be recorded therein, impose as a condition for the issue of a certificate
of registration a requirement that the dealer shall furnish in the prescribed manner
and within such time as may be specified in the order such security as may be so
specified, for all or any of the aforesaid purposes.]

(3) If the authority to whom an application under sub-section (1) or sub-section
(2) is made is satisfied that the application is in conformity with the provisions af this
Act and the rules made thersunder fand the condition, if any, imposed .under sub-
section (2A), has been complied with] he shall register the applicant and grant to him

a certificate of registration in the prescribed form which shall specify the class or
classes of goods for the purposes of sub-section (1) of section 8. '

L. lns. by Act 20 of 2002, sec. 151.

2. Subs. by Act 31 of 1958, sec. 4, for sub-section (2} {(w.e.f. 1-10-1958).
3. Ins. by Act 61 of 1972, sec. 4 (w.ef. 1-4-1973).
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'[(3A) Where it appears necessary to the authority granting a certificate of
registration under this section so to do for the proper realisation of tax pavable under
this Act or for the proper custody and use of the forms referred to in sub-section (3A),
he may, at any time while such certificate is in force, by an order in writing and for
reasons to be recorded therein, require the dealer, to whom the certificate has been
granted, to furnish within such time as may be specified in the order and in the
prescribed manner such security, or, if the dealer has already furnished any security
in pursuance of an order under this sub-section or sub-section {2A), such additional
security, as may be specified in the order, for all or any of the aforesaid purposes.]

*(3B) No dealer shall be required to furnish any security and sub-section (2A) or
any security or additional security under sub-section (3A) unless he has been given an
ppportunity of being heard.

(3BB) The amount of security which a dealer may be required to furnish under
sub-section (2A) or sub-section (3A) or the aggregate of the amount of such security
and the amount of additional security which he may be required to furnish under sub-
sectiont (3A), hy the authority referred to therein shall not exceed—

(a) in the case of a dealer other than a dealer who has made an application,
or who has been registered in pursuance of an application, under sub-
section (2}, a sum equal to the tax payable under this Aet, in accordance
with the estimate of such authority, on the turnover of such deaier for the
year in which such security or, as the case may be, additional security is
required to be furnished; and

{(b) in the case of a dealer who has made an application, or who has been
registered in pursuance of an application, under sub-section (2}, a sum
equal to the tax leviable under this Act, in accordance with the estimate
of such authority on the sales to such dealer in the course of inter-State
trade or commerce in the year in which such security or, as the case may
be additional security is required to be fornished, had such dealer been
not registered under this Act,}

'1{3C) Where the security furnished by a dealer under sub-section (2A) or sub-
section (3A) is in the form of a surcty bond and the surety becomes insolvent or dies,
the dealer shall, within thirty days of the occurrence of any of the aforesaid events,
inform the authority granting the certificate of registration and shall within ninety
days of such eccurence furnish a fresh surety bond or furnish in the prescribed manner
other security for the amount of the bond.

I. Ins. by Act 6] of 1972, sec. 4 (we.f 1-4-1973).
2. Sub-section (3B) ins. by Act 61 of 1972, sec. 4 (w.e.f. 1-4-1973) and Subs. by Act 103 of 1976,
sec. 5 (we.f. 7-9-1976).

11 -
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(3D) The authority granting the cemtificate of registration may by order and for
good and sufficient cause forfeit the whole or any part of the security furnished by a
dealer,— '

(a) for realising any amount of tax or penalty payable by the dealer;
(b) if the dealer is found to have misused any of the forms referred to in suh-
section (2A) to have failed to keep them in proper custody:
Provided that no order shall be passed under this sub-section without giving the
dealer an opportunity of being heard.

(3E) Where by reason of an order under sub-section (3D), the security furnished
by any dealer is rendered insufficient, he shall make up the deficiency is such manner
and within such time as may be prescribed.

{3F) The authority issuing the forms referred to in sub-section (2A) may refuse
to issue such forms to a dealer wha has failed to comply with an order under that sub-
section or sub-section (3A), or with the provisions of sub-section (3C) or sub-section
(3E), until the dealer has complied with such order or such provisions, as the casc
may be.

(3G) The authority granting a certificate of regisiration may, on application by the
dealer to whom it hos been granted, order the refund of any amount or part thereof
deposited by the dealer by way of security under this section, if 3t is not required for
the purposes of this Act,

(3H) Any person aggrieved by an order passed under sub-section {2A}), sub-section
(3A), sub-section (3D) or sub-section (3G) may, within thirty days of the service of
the order on him, but after furnishing the security, prefer, in such form and manner
as may be prescribed, an appeal against such order to such authority (hercinafter this
section referred to as the “appellate authority™) as may be prescribed:

Provided that the appellate authority may, for sufficient cause, permit such person
te present the appeal—

(2) after the expiry of the said period of thirty days; or

(b without furnishing the whole or any part of such security.

(31) The procedure 10 be followed in hearing any appeal under sub-section {3H),
and the fees payable in respect of such appeals shall be such as may be prescribed.

~ (31) The order passed by the appellate authority in any appeal under sub-section
(3H) shall be final.]

12 -
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[(4) A certificate of registration granted under this section may—

(a) either on the application of the dealer to whom it has been granted or,
where no such application has been made, after due notice (o the dealer,
be amended by the authority granting it if he is satisfied that by reason

of the registered dealer having changed the name, place or nature of his
business or the class or classes of geods in which he carries on business
or for any other reason the certificate of registration granted to him requires
to be amended; or
(b) be cancelied by the authority granting it where he is satisfied, after due
notice to the dealer to whom it has been granted, that he has ceased to
carry on business ™[or has ceased to exist or hasfailed without sufficient
cause, to comply with an order under sub-section (3A) or with the
provisions of sub-section (3C) or sub-section (3E) or has failed to pay
any tax or penalty payable under this Act], or in the case of a dealer
registered under sub-section (2) has ceased to be liable to pay tax under
the sales tax law of the’ appropriate State or for any other sufficient reason.]
(5} A registered dealer may apply in the prescribed manner not later than
six months before the end of a vear to the authority which granted his ccrtificate of
registration for the cancellation of such registration, and the authority shall, unless the
dealer is liable to pay tax under this Act, cancel the registration accordingly, and
where he does so, the cancellation shall take effect from the end of the year.

COMMENTS
Even if a dealer gets himself registered under sub-seetion (2} of section 7, he should take
out separate registration under sub-section (1) of section 7, the moment he becomes liable to
pay tax under the Act; Commissioner af Sales Tax v. Inphalbs Mangfacturing Co., (1972) 29
STC 450 (MP).

8. Rates of tax on salesin the cour se of inter-State trade or commer ce

8. Rates of tax on sales in the conrse of inter-State trade or commerce.——[{1}
Every dealer, who in the course of inter-State trade or commerce—

(a) sells to the Government any goods; or
(b) sells to a regislered dealer other than the Government goods of the
description referred to in sub-section (3},

I[shall be liable to pay tax under this Act, with effect from such date as may be
notified by the Central Government in the Official Gazette for the purpose, which
shall be two dper cent. of his turnover or at the rate applicable fo the sale or purchase
of such goods inside the appropriate State under the sales tax law of that State, or,
as the case may be, under any enactment of that State imposing value added tax,
whichever is lower: g

Provided that the rate of iax payable under this sub-section by a dealer shall
continue to be four per cent. of his turnover, until the rate of two per cent. takes cffcct
under this sub-section ]

(2) The tax payable by any dealer on his wmover insofar as the tumover or any
part thereof relates to the sale of goods in the course of inter-State trade or commerce
not falling within sub-section (1)—

(a) in the case of declared gouds, shafl be calculated ‘[at twice the rate]
applicable to the sale or purchase of such goods-inside the appropriate
State; *[***}

(b) in the case of goods other than declared goods, shall be calculated at the
rate of ®[ten per cent.] or at the rate applicable to the sale or purchase
of such goods inside the appropriate State, "[whichever is higher; and]

1. Subs. by Act 31 of 1958 sec. 4, for sub-section (4) (w.ef. 1-10-1958).

1A. Subs. by Act 61 of 1972, sec.4, for “or has ceased to exist” (w.ef. 1.4.1973).
2. Subs. by Act 31 of 1958, sec. 5, for sub-sections (1) to (4) {w.e.f. 1-10-1958),

Subs. by Act 32 of 2003, sec. 162, for certain words (w.e.f. 14-5-2003) (See Annexe).

. Subs. by Act 25 of 1975, sec. 38, for “at the rate™ (we.f. 1-7-1975).

. The word “and™ omitted by Act 20 of 2002, sec. 152

. Subs. by Act 8 of 1963, sec. 2, for “seven per cenl.” (w.e.f. 1-4-1953),

. Subs. by Act 20 of 2002, sec. 152, for “whichever is higher™.

> w
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![{¢) in the case of goods, the sale or, as the case may be, the purchase of
which is, under the sales tax law of the appropriate Stuie, exempt from
tax generally shall be nil,

and for the purpose of making any such calculation under clause (a) or clause (b), any
cuch dealer shall he deemed to be a dealer liable 1o pay tax under the sales tax law
of the appropriate State, notwithslanding that he, in fact, may not be so liable under
that ltaw.

lanation.—For the purposes of this sub-section, a sale or purchase of any goods
shall not be deemed to be exempt from tax generally under the sales tax law of the
appropriate State if under that law the sale or purchase of such goods is exempt only
in specified circumstances or under specified conditions or the tax is levied on the sale
or purchase of such goods at specified stages or otherwise than with reference to the

turn-over of the goods.}
2rkk]

(3) The goods referred to in clause () of sub-section (1}—
31’***]

L 4

(by *[***] are goods of the ¢lass or classes specified in the certificate of
registration of the registered dealer purchasing the goods as being intended
for re-sale by him or subject to any rules made by the Central Government
in this hebalf, for use by him in the manufacture or processing of goods
for sale or [in the tele-communications net work or] in mining or in the
generation or distribution of electricity or any other form of power;

(¢) are containers or other materials specified in the certificate of registration
of the registered dealer purchasing the goods, being containers or materials
intended for being used for the packing of goods for sale;

(d) are containers or other malerials used for the packing of any goods or
classes of goods specilied in the certificate of registration referred fo in
s[***] clause (b) or for the packing of any containers or other materials
specified in the certificate of registration referred to in clause (c).

[l

(4) The p}ovisions of sub-section (1) shall not apply to any sale in the course of
inter-Stale trade or commerce unless the dealer selling the goods furnishes to the

prescribed authority in the prescribed manner—

(a) a declaration duly filled and signed by the registeréd’ ddalef 16 Wi e
goods are sold containing the prescribed particulars in a prescribed form
obtained from the prescribed authority; or

{b) if the goods are sold to the Government, not being a registered dealer,

a certificate in the prescribed form duly filled and signed by a duly
authorised officer of the Government:] _
[Provided that the declaration referred to in clause (a) is furnished within the
prescribed time or within such further time as that authority may, for sufficient cause,

permit.]

1. Subs. by Act 20 of 2002, sec. 152, for certain words.
5. Sub-section (2A) omitted by Act 20 of 2002, sec. 152.

3, Clause (2) omitted by Act 8 of 1963, sec. 2 (w.e.f. 1-4-1963).
4. Certain werds omitted by Act B of 1963, sec. 2 {w.ef. 14-1963).

5. Ins. by Act 20 of 2002, sec. 152.
6. The words “cl_ause {a) or"” omitted by Act 8 of 1963, sec. 2 (w.c.f. 1-4-I';‘633

7. Ins. by Act 61 of 1972, sec. 5 (wef. 14-1973),
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'[{5) Notwithstanding anything contained in this section, the State Government

may “[on the fulfilment of the requirements laid down in sub-section (4) by the dealer]
if it is satisfied that it is hecessary 50 to do in the public interest, by notification in
the Official Gazette and subject to such conditions as may be specified therein direct,—

{a) ihai no (ax under this Act shail be payable by any dealer having his place
of business in the State in respect of the sales by him, in the course of
mter-State trade or commerce, to a registered dealer or the Government)
from any such place of business of any such goods or classes of goods
as may be specified in the notification, or that the tax on such sales shall
be caleulated at such lower rates than those specified in sub-section (1)
or sub-section {2) as may be mentioned in the notification;

(b) that in respect of all sales of goods or sales of such classes of goods as
may be specilied in the notification, which are made, in the course of
inter-State trade or commerce io a registered dealer or the Government]
by any dealer having his piace of business in the Stale or by any class
of such dealers as may be specified in the notification to any person or
to such class of persons as may be specified in the notification, no tax
under this Act shall be payable or the tax on such sales shall be calculated
at such lower rates than those specified in sub-section (1) or sub-
section (2) 4s may be mentioned in the notification.]

?[(6) Notwithstanding anything contained in this section, no tax under this Act
shall be payable by any dealer in respect of sale of any goods made by such dealer,
in the course of inter-State trade or commerce to a registered deal er.for the purpose
of setting up, operation, maintenance, manufacture, .tradi ng progiuctlon, processing,
assembling, repairing, reconditioning, re-engineering pa(?kagl ng or for use as
packing material or packing accessories in an unit located in any speC|aI. economic
zone or for development, operation and maintenance of spemal economic zone by
the developer of the special economic zone, if such reglstereq dgaler has begn
authorised to establish such unit or to develop, operate and mai ntain s_Jch special
economic zone by the authority specified by the Central Government in this behalf;

{7) The goods referred to in sub-scetion {6) shall be the goods of such class or

classes of goods as specified in the certificate of registration of the registered dealer

referred to in that sub-section,
(8) The provisions of sub-sections (6) and (7) shall not apply to any sale of

goods made in the course of inter-State trade of commerce unless the deal er selling
such goods furnishes to the #[prescribed authority referred to in sqb-sechon 4 a
declaration in the prescribed manner on the prescribed form obtained frqm the
authority specified by the Central Government under sub-section (6)], duly filled in

and signed by the registered deal er to whom such goods are sold.

Explanation.—For the purposes of sub-section (6), the expression “‘special ctonomic

zone” has the meaning assigned to it in clause (iii} to Explanation 2 to the Pproviso
to section 3 of the Central Excise Act, [944 (1 of 1944)] :

COMMENTS
Where the resultant product cbtained from the main product that hiad met with tax is oot

subjecterl to any tax, it cannot be said, that product should be considered as generally exempt
though it belongs to the genus of the same product available to tax. Non-liability to tax cannot
be equated to exemption from 1ax as contemplated by section 8 (2A). Govinda Raja Rice Mill
Y. Union of India, (1974) 34 STC 172 (AP).

8A. Deter mination of turnover

for

IBA. Determination of turnover—(}) In determining the trnover of a dealer
the purpose of this Act, the following deductions shall be made from the aggregate

of the sale prices, namely:—

2.

1. Subs. by Act 61 of 1972, sec. 5, for sub-section {5) (wef 1-4-197%),

Ss.(6), (7) & (8) ins. by Act 20 of 2002, sec.152; Ss.(6) subs. by sec.108(a) of Act 23 of 2004
(w.ef. 10.9.2004.).

2A. Subs. by sec.108(b) of Act 23 of 2004 for certain words (w.ef. 10.9.2004.).
3. Ins. by Act 28 of 1969, s¢c. 5 (retrospectively).
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(a) the amount arrived at by applying the following formula—
rate of tax x aggregate of sale prices

100 + rate of ax
Provided that no deduction on the basis of the above formula shall be made
if the amount by way of tax collected by a registered dealer, in accordance with
the provisions of this Act, has been otherwise deducted from the aggregate of sale
prices.

Explanation.—Where the turnover of a dealer is taxable at different rates, the
aforesaid formula shall be applied separately in respect of each part of the turnover
lizble to a different rate of tax;

(b) the sale price of all goods returned 1o the dealer by the purchasers of such
goods,—
(iy within a period of three months from the date of delivery of the goods,
in the case of goods returned before the 14th day of May, 1966;
(ii) within a period of six months from the date of dslivery of the goods, in
the case of goods returned on or afier the 14th day of May, 1966:

Provided that satisfactory evidence of such return of goods and of refund
or adjustment in accounts of the sale price thercof is produced before the
authority competent to assess or, as the case may be, re-assess the tax payable
by the dealer under this Act; and

(c) such other deductions as the Central Government may, having regard to the
prevalent market conditions, facility of trade and interests of consumers,
prescribe.

(?) Save as otherwise provided in sub-section (1), in determining the turnover of
a dealer for the purposes of this Act. no deduction shall be made from the aggregate
of the sale prices.]

COMMENTS
Goods reterned by the purchasers cannot be considered as sales made by him and assessed

to tax under the Central Sales Tax Act as inter-State sales; M. Fram Rose & Co v. State of
Maharashtra, (1977) 40 STC 36 (Bom).

9. Levy and collection of tax and penalties

1[9. Levy and collection of tax and penalties.—(1) The tax payable by any dealer
under this Act on snles of goods effected by him in the course of inter-State trade ot
commerce, whether such sales fall within clause (2) or clause (b} of section 3, shall
be levied by the Government of India and the tax so levied shall be coilected by that
Government in accordance with the provision of sub-section (2), in the State from
which the movement of the goods commenced:

[Pravided that, in the case of a sale of goods during their movement from one
State to another, being a sale subsequent to the first sale in respect of the same goods
and being aiso a sale which does not fall within sub-section (2) of section 6, the tax
shall be levied and collected—

(a) where such subsequent sale has been effected by a registered dealer, in
the State from which the registered dealer obtained or, as the case may
be. could have obtained, the form prescribed for the purposes of clause
{a) of sub-section (4) of section 8 ia connection with the purchase of such
Zoods; and

{(h) where such subsequent sale has been effected by an unregistered dealer
in the State from which such subsequent sale has been effected.]

1. Section 9 subs. by Act 31 of 1958, sec. 6 and again subs. by Act 28 of 1969, sec. 6 (retrospetively).
2. Subs. by Act 103 of 1976, sec. &, for the proviso (wef. 7-3-1976}.
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(1) Subject to the other provisions of this Act and the rules made thercunder, the
authorities for the time being empowered (o assess, re-assess, collect and cnforce payment
of any tax under gencral sales tax law of the appropriate State shall, on behalf of the
Government of India, assess Te-assess, collect and enforce payment of tax, including
any ![interest or penalty,] payable by a dealer under this Act as if the tax or '[intercst
or penalty] payable by sich a dealer under this Act is 2 tax or Y[interest or penalty]
pavable under the gencral sales tax law of the State; and for this purpose they may
exercise all or any of the powers they have under the general sales tax law of the
State; and the provisions of such law, including provisions relating to returns, provistonal
assessment, advance payment of lax, registration of the transferee of any business,
imposition of the tax liability of a petson carrying on business on the transferce of,
or suceessor to, such business, transfer of liability of any firm or Hindu undivided
family o pay tax in the event of the dissolution of such firm or partition of such
family, recovery of tax from third parties, appcals, reviews, revistons, references,
*[refunds, rebates, penalties,] *charging or payment of interest,] compounding ol offences
and treatment of documents furnished by a dealcr as confidential, shall apply
accordingly:

Provided that if in any State or part thereof there is no general sales tax law in
force, the Central Government may, be rules made in this behalf make necessary
provision for all or any of the matter specified in this sub-section.

4{2A) All the S[provisions relating to offences. interest and penalties] uncluding
provisions relating to penalties in lieu of prosecution for an offence or in addition to
the penaltics or punishment for an offence but excluding the provisiens relating to
matters provided for in section 10 and 10A) of the general sales tax law of each State
shall, with necessary mudifications, apply in rclation to the assessment, re-assessment,
collection and the enforcement of payment of any tax required to be collected under
this Act in such State or in relation to any process connected with such assessment,
re-assessment, collection or enforcement of payment as if the tax under this Act were
a tax under such sales tax law.]

$[(2B) If the tax payable by any dealer under this Act is not paid in time, the
dealer shall he fiable to pay interest for delayed payment of such tax and all the
provisions for delayed payment of such tax and all the provisions relating to due date
for payment of tax, rate of interest for delayed payment of lax, of the general sales
tax law of cach State, shatl apply in relation to due date for payment-of tax, rate of
interest for delayed paymert of tax, and assessment and collection of inlerest for delayed
payment of tax under \his Act in such States as if the tax and the interest payable

. under this Act were a tax and an interest under such sales tax law.]

(3) The proceeds in any financial year of any tax, "lincluding any interest or
penalty] levied and collected under this Act in any State (other than a Unien Tesritory)
on behalf of the Government of India shall be assigned to the State and shall be
retained by it, and the proceeds attributable to Union tesritories shall form part of the
Consolidated Fund of India.]

COMMENTS
The Supreme Court held that findings of fact recorded by the assessing authorities could
not be set eside by the High Court when there was no basis to hold that the assesee in the

normal course would have transferred the enlire stock; State of Tamil Nadu v. Keralz State
Small Industries Development and Employment Corporation Lid, AIR 2001 SC 1790.

1. Subs. by Act 10 of 2000, see, 119, for “penalty” (we.f. 12-5-2000).

2. Subs. by Act 61 of 1972, see. 6, for “refunds, penalties” (w.e.f 1-4-1873).

3. Tns by Act 103 of 1976, sec. § (retrospectively).

4. Ins by Act 103 of 1976, sec. 6 (w.ef 7-9-1976).

5. Subs. by Act 10 of 2000, sce. 119, for “provisions relating to offences and penaliies” {w.e.f.
12-5-2000)

.“Ens. by Act 10 of 2000, sec. 119 (w.e.f. 12-5-2000). .

7. Subs. by Act 10 of 2000, sec. 119, for “including any penalty” (w.c.f. 12-5-2000).
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validation of section 9

(1) The provisions of section 9 of the Central Sales Tax Act, 1956 (hereafter in this
section referred to as the Central Sales Tax Act) shall have effect, and shall be deemed
alwaysto have had effect, asif that section also provided—

(a) that al the provisions relating to interest of the general sales tax law of each
State shall, with necessary modifications, apply in relation to—

(i) the assessment, re-assessment, collection and enforcement of payment of
any tax required to be collected under the Central Sales TaxAct, in such State; and

(i) any process connected with such assessment, re-assessment, collection or
enforcement of payment; and

(b) that for the purpose of the application of the provisions of such law, the tax
under the Central Sales Tax Act shall be deemed to be tax under such law.

(2) Notwithstanding anything contained in any judgement, decree or order of any court,
tribunal or other authority, general sales tax law of any State imposed or purporting to have
been imposed in pursuance of the provisions of section 9 of the Central Sales Tax Act, and
al proceedings, acts or things taken or done for the purposes of, or in relation to the
imposition or collection of such interest, before the commencement of this section, shall,
for al purposes, be deemed to be and to have always been imposed, taken a done as
validly and effectively as if the provisions of sub-section (I) had been in force when such
interest was imposed or proceedings or acts or things were taken or done and, accordingly -

(&) no suit or other proceedings shall be maintained or continued in, or before, any
court, tribunal or other authority for the refund of any amount received or realised by
way of such interest;

(b) no court, tribunal or other authority shall enforce any decree or order directing
the refund of any amount received or realised by way of such interest;

(c) where any amount which had been received or realised by way of such interest
is refunded before the date on which the Finance Act, 2000 receives the assent of the
President and such refund would not have been alowed if the provisions of
sub-section(l) had been in force on the date on which the order for such refund was
passed, the amount so refunded may be recovered as an arrear of tax under the Central
Sales Tax Act;

(d) any proceeding, act or thing which could have been validly taken, continued or
done for the imposition of collection of such interest at any time before the
commencement of this section if the provisions of sub-section (I) had then been in
force but which had not been taken, continued or done, may after such commencement,
be taken, continued or done.

(3) Nothing in sub-section (2) shall be construed as preventing any person -

(@ from questioning the imposition or collection of any interest or any
proceedings, act or thing in connection therewith; or

(b) from claiming any refund,
in accordance with the provisions of the Central Sales Tax Act, read with sub-section (1).

Explanation.- For the purposes of this section, “general sales tax law:” shall have the
same meaning assigned to it in the Central Sales Tax Act.]

1. Validation by Section 120 of Act 10 of 2000 dated 12.5.2000
- 18 -
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9A. Collection of tax to be only by registered dealers

[9A. Collection of tax to be only by registered dealers.—No perscn who is not
a registered dealer shall collect in respect of any sale by him of goods in the course
of inter-State trade or commerce any amount by way of tax under this Act, and no
registered dealer shall make any such collection except in accordance with this Act
and the rules made thereunder.]

9B. Rounding off of tax, etc.

2[9B. Rounding off of tax, efc—The amount of tax, penalty, fine or any other
sum payable, and the amount of refund due, under the provisions of this Act shall be
rounded off to the nearest rupees and, for the purpose, where such amount contains
a part of a rupee consisting of paise, then, if such part is fifty paise or more, it shall
be increased to one rupee and if such part is less than fifty paise, it shall be ignored:

Provided that nothing in this section shall apply for the purpose of collection by
a dealer of any amount by way of tax under this Act in respect of any sale by him
of goods in the course of inter-State trade or commerce.}

10. Penalties

10, Penalties.—If any person—

3(a) fumishes a certificate or deciaration under sub-section (2) of section 6 or
sub-section (1) of section 6A or sub-section {(4) *[or sub-section (8)] of
section 8, which he knows, or has reason to believe, to be false; or

(aa) fails to get himself registcred as required by section 7 or fails to comply
with an order under sub-section (3A) or with the requirements of sub-
section 3(C) or sub-section (3E) of that section;]

(b) being a registered dealer, falsely represents when purchasing any class of
goods that goods of such class are covered by his certificate of registration;
ot

(c) not being a registered dealer, falsely represents when purchasing goods
in the course of inter-State trade or commerce that he is a registered
dealer; or

(d) after purchasing any goods for any of the purposes specified m *[clause
(b} or clause (c) or clause {d)] of sub-section (3) *[or sub-section (6)] of
section 8 fails, without reasonable excuse, to make use of the goods for
any such purpose;

{¢} has in his possession any form prescribed for the purpoese of sub-section
{4) Y[or sub-section (8)} of section 8 which has net been obtained by him
or by his principal or by his agent in accordance with the provisions of
this Act or any rules made thereunder;

S[(f) collects any amount by way of tax in contravention of the provisions
contained in section 9A,)

he shall be punishable with simple imprisonment which may extend to six months,
or with fine or with both; and when the offence is a continging offence, with a daily
fine which may extend to fifty rupees for every day during which the offence continues.

10A. Imposition of penalty in lieu of prosecution

[10A. Imposition of penalty in lien of prosecution—3[(1)] If any person
purchasing goods is guilty of an offence under clause (b} or clause (c) or clause (d)

of section 10, the authority who granted to him ar, as the ca

" a T gl ng h a

reasonas ity of being heard, by order in writing, impose upon him by way

of penalty a sum not exceeding one and a half times°[the tax which would have been

. Ins. by Act 31 of 1958, sec. 6.

. Ins. by Act 61 of 1872, sec. 7 {w.e.f. 1-4-1973).

. Subs. by Act 61 of 1972, sec. 8, for clause {a) (wef 1-4-1973).

Ins. by Act 20 of 2002, sec. 153,

Subs. by Act 61 of 1972, sec. 8, for “clanse (b)” (w.e.f. 1-4-1973).

Ins. by -Act 31 of 1958, sec. 7 (w.e.f. 1-10-1958). -

Ins, by Act 31 of 1958, sec. 8, {(we.f. 1-10-1958).

. Section 10A re-numbered as sub-section (1) of that section by Act 28 of 1969, sec. 7
(w.ef. 1.10.1958).

9. Subs. by Act 61 of 1972, sec. 9, for certain words (w.e.f. 1.4.1973).

s¢ may be, is competent
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levied under sub-scction (2) of section 8 in respect of the sale to him of the goods,
it the sale had been a sale falling within that sub-section};

Provided that no prosecution for an offence under section 10 shall be instituted
in respect of the same facts on which a penalty has been imposed under this section.]

~ 7[(2) The penalty imposed upon any dealer under sub-section (1) shall be collected
by the Government of India in the manner provided in sub-section (2) of section 9—

(a) in the case of an offence falling under clause (b) or clause (d) of
section 10, in the State in which the person purchasing the guods obtained
the form prescribed for the purposes of clause (a} of sub-section (4) of
section 8 in connection with the purchase of such goods;

(b) in the case of an offence falling under clause (c) of section 10, in the
State in which the person purchasmg the goods should have registered
¢ himself if the offence had not been committed. ]

COMMENTS

The authority who grants registration is the competent autharity to levy penalty under section
10A. Even if thers is a change in the jurisdiction the authority who made the assessment s
compeicut to levy penalty as “levy of penalty is one form of levying tax™; State of Uttar Pradesh
v. Dyver Meakin Breweries Lid, 31 STC 588 {5C).

11. Cognizance of offences

1. Cognizance of offences.—(1) No court shall take cognizance of any offence
punishable under this Act or the rules made thereunder except with the previous sanction
of the Government within the focal limits of whose Jurisdiction the offence has been
committed or of such officer of that Government as it may, by general or special arder,

specify in this behalf; and no court inferior to that of a presidency magistrate or a
magistrate of the first class shall try any such offence.

(2) All offences punishabie under this Act shall be cognizable and bailahle.

12. Indemnity _ _ - o e

12. Indemnity.—No suit, prosecution or other legal proceeding shall lie against
any officer of Government for anything which is in good faith done or intended to be
done under this Act or the rules made thereunder,
13. Power to makerules _ _

13. Power to muke rules.—(1) The Central Government may, by notification in
the Official Gazette, make rules grovidin& for—

{a) the manner in which application for registration may be made under this
Act, the particulars to be contained therein, the procedure for the grant
of such registration, the circumstances in which registration may be refused
and the form in which the certificate of registration mav be given:

]g{['(a\a) the manner of determination of the sale price and the deductions
from the total consideration for a works contract under the

proviso to clause (h) of section 2;] o _ g
*[°[(ab)] the form and the manner for furnishing declaration under
sub-section (8) of section 8;]

(b) the period of turnover, the manner in which the turnover in relation to
the sale of any goods under this Act shall be determined, and the
deductions which may be made “under clause (¢} of sub-section (1) of
section 3A] in the process of such determination;

. by Act 28 of 1969, sec.7 (w.e.f. 1.10.1958).
g InIgrt(;\)//ioucs clause (aa) relt(attered as clause (ab) and before clause (ab) as so
re-lettered, clause (aa) inserted by Act 35 of 2005, sec.92 (w.ef. ).
3A. Ins. By Act 20 of 2002, sec. 154 as clause (aa).
4. Ins. By Act 61 of 1972, sec. 10 (w.e.f. 1.4.1973)

- 20 -
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(¢) the cases and circumstances in which, and the conditions subject to which,
any registration granted under this Act may be cancelled;

'f(d) the form in which and the particulars to be contained in any decliaration
or certificate to be given under this Act [the State of origin of such form
or certificate and the time within which any such certificate or declaration
shall be produced or furnished];

() the enumeration of goods or class of goods used in the manufacture or
processing of goods for sale or in mining or in the generation ot
distribution of electricity or any other form of power;

(f) the matters in respect of which provision may be made undcr the provision
to 3[sub-section (2)] of section 9;

(g) the fees payable in respect of applications under this Act]
“I(h) the proper functioning of the Authority constituted under section 19;

(i) the salaries and aliowances payable to, and the terms and conditions of
service of, the Chairman and Members under sub-section (3) of
section 19;

(1) any other matter as may be prescribed.]

5[(2) Every rule made by the Central Government under sob-section (1) shall be
laid, as soon as may be after it is made, before each House of Parliament while it is
in session, for a total period of thirty days which may be comprised in one session
ar in two or more successive scssions, and if, before the expiry of the Session
immediately following the session or the successive scssions aforesaid, both Houses
agree in making any modification in the rule or both Houses agree that the rule should
not be made, the rule shall thereafter have effect only in such madified form or be
of no effect, as the case may be; 50, however, that any such modification or annuiment
shall be without prejudice to the validity of anything previousty done under that rule.]

(3) The State Government may make rules, not inconsistent with the provisions
of this Act and the rules made under sub-section (1), to carry out the purposes of this
Act

(4) In particular and without prejudice to the powers conferred by sub-section (3),
the State Government may make rules for all or any of the following purposes,
namely:—

{a) the publication of lists of registered dealers, of the amendinents maaé 18"
such lists from time to time, and the particulars to be contained in such
lists: _
the manner of determination of the sale price and the deductions from

the total cpnsideration for a works contract under the proviso to clause
(h) of section 2'

(aa)

7(ab) the manner in which sccurity may be furnished under sub-section (2A)
or sub-section (3A) or sub-section (3C) of section 7 and the manner in
which and the time within which any deficiency may be made up under
sub-section (3E) of that section;]

(b) the form and manner in which accounts relating to sales in the coutse
of inter-State trade or commerce shall be kept by registered dealers;

1. Subs. by Act 31 of 1958, sec. 9, for clayse (d) (w.ef. 1-10-1938).
2. Ins. by Act 61 of 1972, sec. 10 {wef. 1-4-1973).
3. Subs. by Act 28 of 1969, sec. 8, for “gub-section {3)’ (retrospectively).
4. Ins, by Act 41 of 2001, sec. 2.
3. Subs. by Act 61 of 1972, sec. 10, for sub-section (2) (wef 1-4-1973}.
6,7. Previous clause (aa) re-lettered as the present clause (aa) and the present clause
(aa) inserted by section 92 of Act 35 of 2005.
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(c) the furnishing of any information relating to the stocks of goods of
purchases, sales and deliveries of books by, any dealer or any other
information relating to his business as may be necessary for the purposes
of this Act;

(d) the inspection of any books, accounts or documents required to be kept
under this Act, the entry into any premises at all reasonable times for the
purposes of searching for any such books, accounts or documents kept or
suspected to be kept in such premises and the seizure of such books,
accounts or documents,

[(e) the authority from whom, the conditions subject to which and fees subject
to payment of which any form of certificate prescribed under clause {a)
of the first proviso to sub-section (2) of section 6 or of declaration
prescribed under sub-section (1) of section 6A or sub-section (4) of
gection 8 may be obtained, the manner in which such forms shall be kept
in custody and recards relating thereto maintained and the manner in
which any such form may be used and any such certificate or declaration
may be furnished;

(ee) the form and manner in which, and the authority to whom, an appeat
may be preferred under sub-section (3H) of section 7. the procedure Lo be
followed in hearing such appeals and the fces payable in respect of such
appeals;] '

(f) in the case of an Undivided Hindu Family. association, club, society, firm
or company or in the case of a person who carries on business as a
guardian or trustee or otherwise on behalf of another person, the furnishing
of a decluration stating the name of the person who shall be deemed to
be the manager in relation to the business of the dealer in the State and
the form in which such declaration may be given;

(g) the time within which, the manner in which and ?[the authorities to whom]
any change in the ownership of any business or in fthe name, place or
nature] of any business carried on by any dealer shall be furnished.

(5) In making any rule under this section *[the Central Government or as the case
may be, the State Government] may direct that a breach thereof shall be punishable
with fine which may extend to five hundred rupees and when the offence is a continuing
offence, with a daily fine which may extend to fifty rupees for every day during which
the offence continues.

COMMENTS

Section 13(3) and (4) set out the spheres of rule-making powers of the State Governments.
Inter-State trade and commerce involves dealers of two different State. Any rule made by a

State Government can only govern the dealers of that State. It cannot govern dealers of other
States. Any rule that governs dealers of ex-State cannot be considered as mandatory; State of
Madras v. Nandlal & Co., (1967) 20 STC 374 (SC).

1. Subs. by Act 61 of 1972, sec. 10, for clause () (w.e.f, 1-4-1973).

2. Subs. by Act 31 of 1958, sec. 9, for “the authorities to which” {(w.e.f. 1-10-1958).
3. Subs. by Act 31 of 1953, sec. 9, for “the nature” {w.c.f. 1-10-1958).

4, Subs. by Act 61 of 1972, sec. 10, for “the State Government” (w.e.f. 1-4-1973).
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CHAPTER IV

GOODS OF SPECIAL IMPORTANCE IN INTER-STATE
TRADE OR COMMERCE

14. Certain goods to be of special importance in inter-State trade and

commer ce

14, Certain goods to be of special importance in inter-State trade or
commerce.—It is hereby declared that the following goods are of special importance
in inter-Slate trade or commerce;—

'[(i) cereals, that is to say,—
(i) paddy {Oryza sativa L);
(i1} rice {Oryza sativa L.);

(iii) wheat (Triticum vulgan, T. compactum, T. sphaerococcum, T. durum,
T. aestivum L. T. dicoccum);

(iv) jowar or milo (Sorghum vulgare Pers);
(v} bajra (Pennisetum typhoideum L.);
(vi) maize (Zea mays D.);
(vil) ragi (eleusine coracana Gaerth.):
(viii) kodon (paspalum scrobiulatum 1.);
(ix) kwtki (Panicum miliare L.);
(x) barley (Hordeum vulgare L.);]

*[*l(ia)] coal, including ccke in all its forms, but excluding charcoal:

Provided that during the period commencing on the 23rd day of
February, 1967 and ending with the date of commencement of section 11
of the Central Sales Tax {Amendment) Act, 1972 (61 of 1972) this clause
shall have effect subject to the modification that the words “but excluding
charcoal” shall be amiited;)

(i) cotton, that is to say all kinds of cotton {indigenous or imported) in its
unmanufactured state, whether ginned or unginned, baled, pressed or
otherwise, but not including coiton waste;

‘f(iia) cotton fabrics covered under heading Nos. 52.05, 52,06, 52.07, 52.08,
52.09, 52.10, 52.11, 52.12, 58.01, 58.02, 58.03, 58.04, 58.05, 5[58.06,]
59.01, 59.03, 59.05, 59.06, and 60.01 of the Schedule to the Central
Exercise Tariff Act, 1985 (5 of 1986);]

. Ins. by Act 103 of 1976, sec. 7 (we.f 7-9-1976).
. Subs. by Act 61 of 1972, sec. 11, for clause (i} (retrospectively).
. Clause (i) re-numbered as clause (ia) by Act 103 of 1976, sec. 7 (w.e.f. 7-9-1970).

. Item (iia) ins, by Act 16 of 1957, sec. 3 and subs. by Act 31 of 1958, sec. 10 (wef. 1-10-1958),
and again subs. by Act 26 of 1988, sec. 85 (wef. 13-5-1988).

Ins. by Act 13 of 1989, sec. 50 (we.f. 12-5-1989). )
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![(iib) cotton yars, but not including cotton yamn waste;]
Y(iic) crude pil, that is to say, crude petroleum oils and crude oils obtained
from bituminous minerals (such as shale, calcareous rock, sand), whatever
their composition, whether obtained from normal or condensation oil-
deposits or by the destructive distillation of bituminous minerals and
whether or not subjected 1o all or any of the following PrOCESSEs:—

(1) decantation;

(2) de-salting;

(3) dehydration;

(4) stabilisation in order to normalise the vapour pressure;

(5) elimination of very light fractions with a view to veturning them to
the oil-deposits in order to improve the drainage and maintain the
pressure;

(6) the additien of only those hydrocarbons previously recovered by
physical methods during the course of the above mentioned Processes; .

(7) any other minor process (inctuding addition of pour point depressants
or flow improvers) which does not change the essential character of
the, substance:l

(iid) Aviation Turbine Fuel sold to a Turb't‘:u-ProfJ:'}i‘if&'aiL
Explanation.—For the purposes of this clause, “Turbo-Prop Aircra "
means an aircraft deriving thrust, mainly from propeller, which may be
driven by either urbine engine orf piston engine:]
(iiiy hides and skins, whether in a raw oOf dressed seats;
if(iv) iron and steel, that 1s to say,—

(i) ‘*[pig iron, spenge iron and] cast iron including $[ingot moulds, bottom
plates], iron scrap, cost iron scrap, runner scrap and iron skull scrap;

(i) steel semis (ingots, slabs, blooms and billets of all qualities, shapes
and sizes);

(iiiy skelp bars, tin bars, sheet bars, hoe-har and sleeper bars;

(iv) steel bars (rounds, 1ods, squares, flat, octagons and hexagons, plain

and ribbed or twisted, 1n coil form as well as straight lengths];

(v) steel structurals (angles, joists, channels, tees, sheet piling sections,
7.-sections or any other rolled sections),

(vi) sheets, hoops, strips and skelp, both black and galvanised, hot and
cold rolled plain and corrugated, in all qualities, in straight lengths
and in coil form, as rolled and in rivetted condition;

(vii) Plates both plain and chequered in all qualities;

(viti) discs, rings, forgings and steel castings;
(ix) tools, alloy and special steels of any of the above categories;
(x) steel melting scrap in all forms including steel skull, turnings and

borings;

Ins. by Act 31 of 1958, sec. 10 {wel. 1-10-1958).

Ins. by Act 103 of 1976, sec. 7 (w.ed. 7-9-1976).

Ins. by Act 14 of 2001, sec. 139 (wef. 11-5-2001).

. Subs. by Act 61 of 1972, sec. 11, for clause (iv) {wel 1-4-1973).

_ Subs. by Act 14 of 2001, sec. 139, for “pig iron and”

_ Subs. by Act 38 of 1978, sec. 3 and Sch 11, for “ingot moulds bottom plates”.

S s W N
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steel tubes, both welded and seamless, of all diameters and lengths
including tube fittings;

tin-plates, both hot dipped and electrolytic and: tinfree plates;

fish plate bars, bearing plate bars, crossing sleeper bars, fish plates,
bearing plates, crossing sleepers and pressed steel sleepers—heavy
and light crane rails; :

wheels, tyres, axles and wheels sets;

wire rods and wires—rolled, drawn, galvanised, aluminised, tinned
or coated such as by copper:

defectives, rejects, cuttings, or end pieces of any of the abopve
categories;]

jute, that is to say, the fibre extracted from plants belonging to the species
Corchorrus capsularies and Corchorus olitorius and the fibre known as

oilseeds, that is to say,—
(i} groundnut or peanut (Arachis hypogaea):
(ii} sesamum or #/ (Sesamum orientale);

(it} cotton seed (Gossypium Spp):

(v} soyabean ¢ Glycine seja);

(V) rapeseed and mustard—
(1) torta (Brassica Campestris var toria);
(2) rai (Brassica Junceay;
(3} jambu—taramira (Eruea Sativa):
(4) sarson, yellow and brown {(Brassica campestris var sarson);
(5) banarasi rai or true mustard (Brassica nigra);

(vi) linseed (Linum usitatissimum);

(vil) castor (Ricinus COHMIMLUNES);

{(viti) coconut (ie., Copra excluding tender coconuts) {cocosnucifera);

(ix) - sunflower (Helianthus annus);
(x) nigar seed (Guizotig abyssinica);
(xi) neem, vepa (Azadirachta indicay;

1. Subs. by Act 61 of 1972, sec. 1, for clause {v) (wAc.f.. 1-4-1973).

2. Subs

- by Act 61 of 1972, sec. 11, for clause (vi) (wef, 1-4-1973),
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mahua, illupai, ippe (Madhuca indica M. Latifolia, Bassia, Latifolia
and Madhuca longifolia syn. M. Longifolia);

karanja, pongam, honga (Pongamia pinnata syn. P Glabra);
kusum (Schleichera oleosa, syn. 8. Trijuga);

punna, Undi (Calephylltum inophyllum),

kokum (Carcinia indica);

sal (Shorea rebusia);

tung (Aleurites fordii and A. montana);

red palm (Elaeis guinensis);

safflower (Carthanus tinctorius);)

(via) pulses, that is to say,—

(i)
(ii}
(iii)
()
(v}
(vi)
(vii)

gram or gulab gram (Cicerarietinum L},

tur or arhar {Cajanus cajan),

moong or green gram (Phaseolus aureus);

masur or lentil {Lens esculemta Moench, Lens culinarie Medic),
urad or black gram (Phaseolus mungo);

moth {Phaseolus aconitifolius Jacq);

lakh or khesari (Lathyrus sativus L.);]

(vii) man-made fabrics covered under heading Nos. 54.08, 54.09, 54.10, 54.11,
54.12, 55.07, 55.08, 55.09, 55.10, 55.11, 55,12, 58.01, 5S8.02, 58.03, 58 .04,
58.05, ’[58.06,] 59.01, 59.02, 59.03, 59.05, 59.06, and 60.01 of the
Schedule to the Central Excise Tariff Act, 1985 (5 of 1986}

sugar covered under sub-heading Nos. 1701.20, 1701.31, 1701.39, and
1702.11 of the Schedule to the Central Excise Tariff Act, 1985 (5 of

1986),

unmanufactured tobacco and tobacco refuse covered under seb-heading
No. 2401.00, cigars and cheroots of tobacco covered under heading No.
24.02, cigarettes and cigarillos of tabacco covered under sub-heading Nos.
2403.11, and 2403.21 and other manufactured tobacco covered under sub-
heading Nos. 2404.11, 2404.12, 2404.13, 2404.19, 2404,21, 2404,29,
2404.31, 2404.39, 2404.41, #[2404.50 and 2404.60} of the Schedule to
the Central Excise Tariff Act, 1985 (5 of 1986);

woven fabrics of wool covered under heading Nos. 51.06, 51.07, 58.01,
38.02, 58.03 and 58.05 of the Schedule to the Central Excise Tariff Act,
1985 (5 of 1985);]

(viii)

{ix)

(x)

1. Ins. by Act 103 of 1976, sec. 7 (w.ef, 7-9-1976).

2. Ins. by Act 31 of 1958, sec. 10 (w.e.f. 1-10-1958) and subs. by -Act 26 of 1988, sec. 85
{w.e.f 13-5-1988). c :

. Ins. by Act 13 of 1989, sec. 50,

4. Subs. by Act 13 of 1989, sec. 30, for “and 2404, 50" (w.ef. 12-5-1989).

d
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I[** *]

15. Restrictions and conditions in regard to tax on sale or purchase of
declared goods within a State.

*[15. Restrictions and conditions in regard to tax on sale or purchase of declared

goods within a State.—Every sales tax law of a State shall, insofar as it imposes or
authorises the imposition of a tax on the saie or purchase of declared goods, be subject
to the following restrictions and conditions, namely:—

(a) the tax payable under that law in respect of any sale or purchase of such
goods inside the State shall not exceed “[four per cent] of the sale or
purchase price thereof 4[**+).

(b) where a tax has been levied under that law in respect of the sale or
purchase inside the State of any declared goods and such goods arc sold
in the course of inter-State trade or commerce, and tax has been paid
under this Act in respect of the sale of such goods in the course of inter-
State (rade or commerce, the tax levied under such law] ®[shall be
reimbursed to the person making such sale in the course of inter-State
trade or commerce) in such manner and subject ¢ such conditions us
may be provided in any law in force in that State;],

e} where a tax has been levied under that law in respect of the sale or
purchase inside the State of any paddy referred to in sub-clavse (i} of
clause (i) of section 1 » the tax leviable on rice precured out of such
paddy shall be reduced by the amount of tax levied on such paddy;

Tica) where £ dax on sale or purchase of paddy referred to in sub-clauge (i) of
clause (i) of section 14 is leviable under the law and the rice procured
out of such paddy is exported out of India, then, for the purposes of sub-
section (3) of section S, the paddy and rice shall be treated zs a single
commodity;]

(d) each of the pulses referred to in clause (via) of section 14, whether whole
or scparated, and whether with or without husk, shall be treated as a
single commodity for the purpases of levy of tax under thai law.]

[CHAPTER Vv
LIABILITY IN SPECIAL CASES

16. Definitions

16. Definitions.—In this Chapter,—
(a) “appropriate authority”, in relation to a company, means the authority
competent 10 assess 1ax on the company;
(b) ‘“company” and “private company” have the meanings respectively assigned

fo them by clauses (i) and (iii) of sub-section (1) of section 3 of the
Companies Act, 1956 (1 of 1956).

\DMHIQ\Q\LLMN-—-

. Iterm (i) omitted by Act 19 of 1968, sec. 43 (wef. 11-5-1968).

- Subs. by Act 31 of 1958, sec. 11, for section 15 (w.e.f. 1-10-1958).

- Subs. by Act 25 of 1975, sec. 38, for “three per cent” (we.f. 1-7-1975),

. Cenain words omitted by Act 20 of 2002, sec. 155, .

. Subs, by Act 61 of 1972, sec. 12, for “the tax so levied” {we.f. 14-1973).

. Subs. by Act 61 of 1972, sec. 12, for “shall be refunded to such person” (w.ef 1-4-1973),
. Ims. by Act 103 of 1976, sec. & (w.ef, 7-9-1976).

- Ins. by Act 33 of 1996, sec. 87 (wef, 28-9-1996),

. Ins. by Act 61 of 1972, sec. 13 (w.ef 1-4-1973).
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17. Company in liquidation

17. Company in liquidation.—{1) Every person—

(a) who is the liquidator of any company which is being wound up, whether
under the orders of a court or otherwise; or

(b) who has been appeointed the receiver of any assets of a company,
{hereinafter referred to as the liquidator) shall, within thirty days after he
has become such liguidator, give notice of his appointment as such to the
appropriate authority.

(2) The appropriate authority shall, after making such inquiry or calling for such
informnation as it may deem fit, notify to the liquidator within three months from the
date on which he receives notice of the appointment of the liquidator the amount
which, in the opinion of the appropriate authority would be sufficient to provide for
any tax which is then, or is likely thereafter to become, payable by the company.

(3} The liquidator shall not part with any of the assets of the company or the
properties in his hands until he has been notified by the appropriate authority under
sub-section (2) and on being so notified, shall set aside an amount equal to the amount
notified and, until he so sets aside such amount, shall not part with any of the assets
of the company or the properties in his hands:

Provided that nothing contained in this sub-section shall debar the liquidator from
parting with such assets or properties in compliance with any order of a court or for
the purpose of the payment of the tax payable by the company under this Act or for
making any payment to secured creditors whose debts are entitled under law to priority
of payment ovet debts due to Government on the date of liquidation or for meeting
such costs and expenses of the winding up of the company as are in the opinion of
the appropriate authority reasonable.

{4) If the liquidator fails to give the notice in accordance with sub-section (1) or
fails to set aside the amount as required by, or parts with any of the assets of the
company or the properties in his hands in contravention of the provisions of sub-
section (3), he shall be personally liable for the payment of the tax which the company
would be liable to pay:

Provided that if the amount of any tax payable by the company is notified under
sub-section (2), the personal liability of the liquidator under this sub-section shal! be
to the extent of such amount. '

(5) Where there are mere liquidators than one, the obligations and liabilities
attached to the liquidator under this section shall attach to all the liquidators jointly
and severally. '

(6) The provistons of this section shall have effect notwithstanding anything ta
the contrary contained in any other law for the time being in force.

18. Liability of directors of private company in liquidation

18. Liability of directors of private company in lignidation.—Notwithstanding
anything contained in the Companies Act, 1956 (1 of [956), when any private company
is wound up after the commencement of this Act, and any tax assessed on the company
under this Act for any period, whether before or in the course of or after its liquidation,
cannot be recovered, then, every person who was-a director of the private company
at any time during the period for which the tax is due shall be jointly and severally
liable for the payment of such tax unless he proves that the non-recovery cannot be
attributed to any gross neglect, misfeasance or breach of duty on his part in refation
to the affairs of the company.]
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'[CHAPTER VI
AUTHORITY TO SETTLE DISPUTESIN COURSE OF INTER-
STATE TRADE OR COMMERCE

les Tax Appellate Authority.
® Cigj[r(%ﬁ??al Sales Taﬁ)(pAppeIIate Author_ity. (1) The Central G_overnmerlu
shall congtitute, by notification in the Off_iC|aI Gazette, an Authprlty to sett;[.e
inter-State disputes falling under #*[section 6A read with section 9] of ']cc is
Act to be known as “the Central Sales Tax Appellate Authority (hereinafter

referred to asthe Authority)”. e ey -
£} I'he Anthority shall consist of the following Members appointed by the Central
Government, namety.— .

(a) a Chairman, who is a retired Judge of the Supreme Court, or a refired
Chief Justice of a High Court;
(b} an officer of the Indian Legal Service who is, or is qualified to be, an
- Additional Secretary 10 the Government of Jndia; ‘and
{c) an officer of a State Government not below the rank of Secretary or an
officer of the Central Government not below the rank of Additional
: Secretary, who is an expert in sales tax mnatters,
(3} The salaries and allowances payable to, and the terms and conditions of service
of, the Chairman and Members shall be such as may be prescribed.
(4) The Central Government shall provide the Authority with such officers and

staff as may be necessary for the efficient exercise of the powers of the Authority
under this Act,

20. Appeals. _
gg Appeals. (1) The provisions of this Chapter shall apply to appeals

[ ' ' thority
iled by the aggrieved dealer against any order of t_he assessing au
msgle li/nder zg[%ection 6A read with *{section 9] of this Act. which relatesto
any dispute concer ning the sale of goods effected in the cour se of inter State

trade or commerce.} S

{2) Notwithstanding anything contained in the general sales tax Jaws, the Authority
shall adjudicate an appeal filed by a dealer ‘[under sub-section (1} within forty-five
days from the date on which order referred to in that sub-section is served on him:

Provided that the Authority may entertain any appeal after the expiry of the said
period of forty-five days, but not later than sixty days from the date of such service,
If it is satisfied that the appellant was prevented by sufficient cause from fiiling the
appeal i time.]

4[***]

e A L]

(4) The application shall be made in quadruplicate and be accompanied by a fee
of five thousand rupees.

21. Procedure on receipt of application.

21. Procedure on receipt of application.—(!) On receipt of an appeal, the
Autherity shail cause a copy thereof to be forwarded 1o the *lassessing authority
concerned as well as to each State Governmet concerned with the appeal and to call
upen them to furnish the relevant records:

Provided that such records shall, as soon as possible, be returned to the asscssing

authority or such State Government concerned, as the case may be.]
£ The Al ol 1L s

1. chapter VI {Containing sections 19 to 26) ins. by Act 41 of 2001, sec, 3.
2. Subs. by Act 32 of 2003, sec. 163, for “section 9 of this Act” (w.e.f [4.5-200%-
2A. Substituted for the words “section 6A or section 9" by sec. 119(b) of Act 23 of 2004 (w.e.f.
commencement of Act 41 of 2001.) e e v meuuog,
3. Subs. by Act 32 of 2003, sec. 163, for certain words (w.e.f. 14-5-2003) (See Annexe).
4. Sub-section (3) omitted by Act 32 of 2003, sec. 163 (w.e.f. 14-5-2003) (See Annexe),
3. Subs, Acl 32 of 2003, sec. 164, for certain words (we.f. 14-5-2003 (See Annexe).
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(2) The Authority shall adiudi -
order of the assessing author?t()i;.udlcate and decide upon the appeal filed against an

_ {(3) The Authority, after examining.the a
either allow or reject the appeal:

[Provided that no appeal shall be reected unless an opportunity has
been given to the appellant of being heard in person or through a duly
authorised representative, and “[also to each State Government] concerned
with the appeal of being heard.

" Provided further that whether an appeal is rejected or accepted, reasons tor suct
rejection or acceptance shail be given in the order. _ _ N
(4) The Authority shall make an gndeavour to pronounce its order In writing
within six month of the receipt of the appeal.
(5) A copy of every order made under sub-section (3) shall be sent to the appellant
and to the assessing authority. o o o
22. Power s of the Authority.

t uthority.—{1) The Authority shall have the same DOWETS i
are \%gélgf‘?;fr: gg&:lteuﬁder theyacjfie) of Civil Proc)édure, 1908, (5 of 1908) while
trying a suit in respect of the following matters, namely:— )

(a) enforcing the attendance of any person, examining him on oath or
affirmation;
(b) compelling the production of accounts and dqcuments;
(c) issuing commission for the examination of witnesses;
(d) the reception of evidence on affidavits;
{e} any other matter which may be prescribed. o L
*[(1A) The authority may grant stay of the operation of the order of the
assessing authority against which the appeal isfiled beforeit or order the pre
deposit of the tax before entertaining the appeal and while granting such stay
or making such order for the pre-deposit of the tax, the Authority shall have
regard, if the assessee had already made pre-deposit of the tax under the

general salestax law of the State concerned, to such pre-deposit.
9y Every proceeding before the Authority shall be deemed to be a judicial
procgezling w{thiljn the meabning of sections 193 and 228 of the Indian Penal Code (45f
of 1860} and the Authority shall be deemed to be a civil. court for the purposes 0
section 195 and Chapter XXV1 of the Code of Crunma_l_ Pro‘c_cdurc, 1.‘973 {2 qf'_l?_?él_);
23. Procedure of Authority.

"33 Procedure of Authority.—The Authority shall, subject to the provisions of

P L T

this Chapter, have power to regulate its own procedure “[in all matters inc]uding stay
of recovery of any demand] arising out of the exer cise of powers under this Act.

24. Authority for Advance Rulingsto function as Authority under this Act.

l“z"&{..;ﬁthori-tyi for Advance Rl;]ings to function as Authority under this Act.—

iwithstanding anything contained in any other law for the time being in force
gyd Ifr? section 19 go‘f t]:*'.is Agct, the Authority for Advance Rulings constituted under
section 245-0O of the Income-tax Act, 1961 (43 of 1961}, shall be notified byrthe
Central Government in the Official Gazette, with such modifications as may be
necessary, to make its com?osition in conformity with section 19 of this Act, as the
Authority under this Act til} such time an Authority 1s const1tu1§ed _under th?t secnqn‘

ppeal and the records called for, by order,

1. Subs. by ‘Act 32 of 2003, sec.. 164, for the first proviso (w.e.f. 14-5-2003) (See Annexe).

2. Subs. for “also to the state government”, by section 109(c) of Act 23 of 2004 with
effect from the commencement of Act 41 of 2001.

3. Inserted by sec. 109(d) of Act 23 of 2004 with effect from the commencement of
Act 41 of 2001.

4. Subs. by Act 32 of 2003, sec. 165, for “in all matters’ (w.e.f. 14-5-2003).

- 30 -
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FARULLILILY  Llisainet midase o o= -

he date of th ituti f ity i dance with

7} On and from the date of the constitution of the Authority in accor i
the ;gr()wisions of section 19 of this Act, the proceedings pending with the Authorﬁty
for Advance Rulings shall stand transferred to the Authority constituted under that
section from the stage at which such proceedings stood before the date of censtitution

Of the Said Authority' F— .1 i 1 P F Y B

25. Transfer of pending proceedings.

25. Transfer of pending proceedings.- On and from the date when the
Authority is constituted under section 19 *[any proceeding] arising out of the
provisions contained in this Chapter —

T 6y which i ding i diately before the constitution of such Authoriy
e gglf](fl!; ltshep?a?)pleri at]emamufhé?i?yyconstiruted under the general sales tax law

" of a State or of the Unijon territory, as the case may be; or _
(i) which would have been required io be taken before such appeilate

Authority,

shall stand transferred to such Authority on the date on _whif:h i} 15 esit,abl_ifllff'_j'

26. Applicability of order passed.

26. Applicability of order passed.- An order passed by the Authority
under this Chapter shall be binding on ’[each state Government concerned,
the assessing authorities and other authorities created by or under any law
relating to general salestax, in force for the time being in any State or Union
territory.]

1. Subs. by Act 23 of 2004, sec. 109(e) for “every appeal” with effect from the
commencement of Act 41 of 2001.

2. Subs. by Act 23 of 2004, sec. 109(f) for “the assessing authorities’ with effect
from the commencement of Act 41 of 2001.
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