" SALES TAXSYSTEMSIN
U s NI L
. A PROBILE :

e, e

~ NATIONAL INSTITUTE OF PUBLIC FINANCE AND POLICY



SALES TAX SYSTEMS IN INDIA
A PROFILE

1993

2QU26. L
BESHVCESEE S

NATIONAL INSTITUTE OF PUBLIC FINANUE AND POH0Y

NEW DELH{
NIPFP Libra

ry

L L
24426

3062711854 olg







FOREWORD

Over the last three decades sales tax has emerged as the most important source
of revenue at the disposal of the State governments in India. The system of sales
taxation prevalent in the country is however far from uniform, each State having its
own law and related rules. This is the outcome partly of evolution of the system in each
State in its own way. It also reflects the preferences of the respective States for a
structure of the tax which would best suit their economic structure and administrative
resources. The problems encountered in implementing the tax however are often of a
similar nature. Exchange of information regarding the sales tax laws and procedures in
different States and their experiences in implementing them can therefore be of some
help in improving the efficacy of the tax in all States.

While competent works on the sales tax laws of almost all the States are
available, information regarding the basic features of sales tax systems in the States is

not readily available in one place. The present compilation is intended to fill this gap.
This is the third issue of this compilation.

The Institute is indebted to the sales tax administrations and the
Commissioners of the States covered in the compilation, for responding to our request
for going through the write-ups and indicating corrections and changes where needed.
It is earnestly hoped that the Institute will continue to receive the same generous

cooperation from the sales tax administrations in the future in updating and revising
the compilation.

We hope this compilation will be of some use to the policy makers.
Suggestions for improving the contents and design will be welcome.

The credit for preparation of this edition of the volume goes mainly to Ms. R.
Jeeja Bai Manay, Consultant who completed it under the overall supervision of Prof.
Mahesh C. Purohit of the NIPFP. Ms. Rita Wadhwa edited the Profile, Mr. Anil

Sharma provided the secretarial assistance and Mr. N. Natrajan provided help in
prompt production of the volume.

January 1993 RAJA J CHELLIAH
New Delhi Chairman



Sales Tax System in:

X NN e Wb

[\O I O T e e e i e

Andhra Pradesh
Arunachal Pradesh

Assam

Bihar

Delhi

Goa

Gujarat

Haryana
Himachal Pradesh

Jammu & Kashmir

. Kerala

. Karnataka

. Madhya Pradesh
. Maharashtra

. Manipur

. Meghalaya

. Mizoram

. Nagaland

Orissa

. Punjab

. Pondicherry
. Rajasthan

. Sikkim

. Tamil Nadu
. Tripura

. Uttar Pradesh
. West Bengal

CONTENTS

Page no.

13
15
23
32
40
45
57
66
71
76
86
99
110
126
131
137
144
149
156
163
166
173
176
184
190
202



Table 1

Table 2

Table 3

Table 4

Table 5

Table 6

Table 7

Table 8

Table 9

LIST OF TABLES

Commoditywise Rates of Sales Tax
in the States

Structure of Additional Sales
Tax/Surcharge and Turnover
Tax in the States

Sales Tax Rates on Goods used as
Raw Material by Manufacturers
in the States of India

Minimum Tumover Level for
Registration and the Point

of Levy in the States for
Sales Tax

First and Second Appellate
Authority in the States
for Sales Tax

Periodicity of Filing Sales Tax
Returns in the States

Incentive Scheme for Industries
Under Sales Tax in Selected
States

Taxation of Works Contract
in the States under the Sales
Tax Act

Taxation of Transfer of Right
to use Goods under the Sales
Tax Act

214

220

222

223

224

225

226

238

243



ANDHRA PRADESH

The State of Andhra Pradesh was formed in 1956 with the merger of certain
areas of the erstwhile Madras State and the Telengana region of the erstwhile princely

state of Hyderabad.

The basic features of the Sales Tax Laws of these two regions were integrated
in the Andhra Pradesh General Sales Tax Act (APGST) in 1957. Initially, the tax was a
multi-point levy. Then there was a combination of single-point and multi-point levy.
Subsequently, in 1963 on the recommendations of the expert committee of National
Council of Applied Economic Research headed by Dr. P.S. Lokanathan and in 1977 on
the basis of the S. Boothalingam Committee, the tax system was dominated by a

single-point levy.

Presently the Sales Tax Levy in the State is covered under the Central Sales
Tax Act, 1956 and the A.P.G.S.T. Act, 1957. Apart from this, the Department also
administers, Entertainment Tax, Horse Racing and Betting Tax, Profession Tax, Entry

Tax and Luxury Tax.
1. Structure

With effect from March 30, 1989, every dealer, irrespective of his turnover is
liable to pay tax at the rate and at the point of levy specified in the Act. However, in
respect of goods mentioned in the Seventh Schedule i.e. goods other than those
specified in the first Schedule to the Sixth Schedule, a dealer other than a casual trader
and an agent of a non-resident dealer whose total turnover for a year is less than rupees

two lakh shall not be liable to pay tax in respect of goods mentioned in that Schedule.

Point of Levy: The A.P.GS.T. Act, 1957, envisages a single point levy with a few
exceptions. The First Schedule enumerates 189 commodities subject to sales tax at the

point of first sale and two commodities subject to tax at the point of last sale in the
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State. The second Schedule gives 8 items subject to first point purchase tax and 9 items
subject to last point purchase tax. In Schedule III (of declared goods) 9 items are
subject to first point sales tax, 6 items subject to first point purchase tax and 3 items
subject to last point purchase tax. Schedule V lists ‘Jaggery’ as an item subject to
multi-point sales tax and under very special circumstances subject to first point

purchase tax.

As per Schedule VI, liquor is subject to multi-point sales tax upto the last but
one sale with a provision for set off of turnover subjected to tax at the immediately
preceding point of sale excluding that at the first point of sale. There is also provision
for levy of tax at the point of last sale at the rate of 5 per cent, that is on the retail sales

of liquor.

Schedule VII, enumerates the residual category items which were being
subjected to multi-point taxation, upto 31.3.1989 as items also subject to tax at the first
point of sale at the rate of 6 per cent provided that a dealer other than a casual trader
and an agent of a non-resident dealer whose total turnover for a year is less than Rs.2
lakh is not liable to pay tax in respect of these goods. Tax in respect of supply of
articles of food and drink in restaurants or catering houses or hotels is levied under

Section 5-C.

It is important to note here that out of ten rate categories (1 to 10 per cent),
four rates, viz 4.5,6 and 10 per cent cover about 75 per cent of the 236 commodities

enumerated in the schedules.

The other three rate categories viz., 12, 14, 18 and 25 per cent cover the rest.
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Additional Tax/Surcharge:

i.  Additional Tax: Under Section 5-A of the Act, every liable dealer
whose annual turnover is between Rs.3 lakh and Rs.50 lakh is liable
10 pay additional tax as turnover tax at the rate of 0.5 per cent, if it is
between Rs.50 lakh to Rs.1 crore at the rate of 1.0 per cent and if it is
Rs.1 crore or more at the rate of 1.5 per cent.

ii.  Surcharge: Surcharge at the rate of 10 per cent on the tax payable or
paid on sale or purchase of goods except on declared goods by all
liable dealers was introduced with effect from 6.5.1980.

Some of the goods are exempted from levy of surcharge.

Purchase Tax: Every dealer who purchases any taxable goods from a registered dealer
under the circumstances in which no tax is payable under Section 5 (which levies tax
on sales or purchases of goods), or under Section 6 (levy of tax in respect of declared
goods) or purchases any taxable goods from a person other than a registered dealer and
consumes such goods in the manufacture of other goods for sale or consumes them
otherwise or disposes off such goods in any manner other than by way of sale in the
State or despatches them on consignment and not in the course of inter-state trade or
commerce has to pay tax on the purchase turnover of the goods at the same rates at
which the tax would have become leviable under Section 5 or Section 5-A (Levy of

additional tax on turnover) or Section 6 (Tax in respect of declared goods).

Works Contract, Hire-purchase, Leasing: The definition of ‘dealer’ (Section 2(e))
‘goods’ (Section 2(h)), ‘sale’ (Section 2(n)), ‘turnover’ (Section 2(s)(iii)(a)(i)) have
been enlarged. ‘works contract’, as spelt out by section 2(t) means any agreement for
carrying out for cash or for deferred payment or for other valuable consideration, the
construction, fitting out, improvement or repair of any building, road, bridge or other

immovable property or the fitting out, improvement or repair of any movable property.
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The turnover limit has not been specified in the case of works contract. So far
as the taxable event is concerned, Explanation II(a) to Section 2(n) indicates that a sale
or purchase of goods shall be deemed to have taken place in the State of Andhra
Pradesh, wherever the contract of sale or purchase might have been made, if the goods
are within the State. Further Explanation VI to Section 2(n)explains that the transfer of
property takes place irrespective of the fact that the value of the goods involved in the
execution of Works Contract is shown or otherwise and whether the same can be
separated from the contract for the service and the work done, with certain exclusions
for labour and other service charges and tax suffered tax free goods involved in the

works contract.

Leasing: With regard to taxation of ‘Leasing’, the definition of Dealer’ (Section
2(e)(iii-b), ‘goods’, ‘sale’ (Section 2(n). Explanation IV)), ‘turnover’ (Section
2(s)(iii)(d)) have been enlarged. The taxable event, as per explanation II(a), is when the
goods are within the State irrespective of the place of contract for transfer of the right
to use the goods. The turnover, as per Section 2(s)(d), is the aggregate of amounts
charged under Section 5-E (Tax on the amount realised in respect of any right to use
goods). That is, the total amount realised or realisable by the transferor (dealer) of the
right to use any goods for any purpose, whatsoever, whether or not for a specified
period, from the lessee by way of payment of cash or otherwise on such transfer or

transfers is the taxable turnover. The rate of tax is S per cent on the annual turnover.

Exemptions: Schedule IV enumerates exempted goods like salt, electrical energy, toddy

and neera, husk of pulses, textiles. tobacco, sugar etc.

Exemptions, under Section 9(1) of the A.P.G.S.T. Act through special

notifications are also granted.

Some goods have been exempted from tax to encourage and assist certain

institutions, societies and industries.
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Certain sales of Atomic minerals to the Department of Atomic Energy, sales
of films sponsored by the National Institute of Audio Visual Education, New Delhi,
transfer of the right to use films to Government and Doordarshan are also free from tax.
Taxation of Inputs: A very broad based levy of concessional tax has been introduced
with effect from 30.3.1989 vide Act, No. 4 of 1989 i.e. the A.P.G.S.T (Amendment)
Act, 1989.

After the introduction of the principal Act of 1957, component parts etc. were
being taxed at the rate of 4 per cent with effect from 1.3.1974. Since 1987, however,
the concession has been extended to all inputs such as raw materials, component parts,
sub-assembly parts, intermediate parts, consumables, packing materials used in the
production of certain goods specified in a notified scheme. But by amendment Act, No.
4 of 1989, the Act has been amended to extend the facility to all industries including
those making consignment sales or branch transfers. Set off provision is accorded to

packing material that has already suffered tax.

Incentives to Industries: The Andhra Pradesh Government has introduced tax
deferment scheme in respect of new industries both large and medium and other
industries. The investment in fixed assets for the former is upto Rs.10 crore for the
industries located in such industrially backward areas which have been termed as
‘Intensive Industrial Development Areas’. The monetary benefits available are to the
extent of 15 per cent of fixed capital investment, the overall monetary benefit being
Rs.100 lakh or Rs.30 lakh annually. The tax is permitted to be paid in five equal

instalments (interest free) after S years of the commencement of production.

Other new industries - located in ‘Intensive Industrial Development Areas
have the deferment of tax upto 15 per cent of fixed capital investment or Rs.50 lakh in

gross or Rs.20 lakh annually. The conditions of repayment of tax are the same.
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In the case of new industries, located in such industrially backward areas
which have been termed as ‘Identified Growth Area’, the tax deferment benefit is
limited to 15 per cent of investment in fixed capital or overall Rs.45 lakh or Rs.10 lakh
annually. The conditions of repayment of tax are the same as in the case of the

industries in the ‘Intensive Industrial Development Areas’.

2. Registration

As per Section 12 every dealer with an annual turnover of Rs.50,Q00 is to get

himself registered under the Andhra Pradesh General Sales Tax Act.

Section 5, however, fixes the liability of the dealers to pay tax in respect of
each year, irrespective of the quantum of the turnover as per the different Schedules
(Schedules 1, 11, 11, V and VI). But in respect of goods mentioned only in Schedule
V11, i.e. a residual entry with single point levy, the dealer, other than a casual trader and
an agent of a non-resident dealer, should have an annual turnover of Rs.2 lakh and
above to be liable to pay tax at the point of first sale in the State at the rate of 6 per

cent.

3. Assessment

Returns: 1. Every dealer (other than casual trader) whose turnover is not less than
Rs.50,000 is required to submit a return of estimated turnover within
30 days of the commencement of business to the assessing authority
concerned.

ii.  Every casual trader has to submit a return of estimated turnover
within 24 hours of his arrival in any place and give relevant
information about the nature of the goods and the period of stay in the
State before the appropriate assessing authority and also has to
submit his final return tor the period of his business.

iii.  Every liable dealer has to submit a return of annual turnover (in
duplicate) within 30 days of the close of the year concerned to the
appropriate assessing authority.
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iv.  Every dealer whose annual turnover exceeds Rs.10 lakh and/or total
tax payable in a year exceeds Rs.12,000 and every newly registered
dealer, irrespective of quantum of yearly turnover has to submit
returns every month on or before the 25th day of the following
month.

v.  Every Government department liable to pay tax should also file a
monthly return.

vi.  Every liable dealer should submit a return - in respect of exempted
purchases or sales.

vii.  Every dealer with a turnover of less than Rs.10 lakh or if the tax
payable is Rs.12,000 should submit an annual return by 30th of April.
There is a provision for provisional assessment if the monthly return
filed is found to be incomplete or prima facie incorrect.

Mode of Assessment: There are three types of assessments (1) provisional assessment
(2) summary assessment (3) final assessment. Dealers with a turnover of less than
Rs.10 lakh and tax payable being not more than Rs.12,000 are assessed provisionally in
advance on the basis of estimated turnover or actual turnover, during the year in 12

equal monthly instalments.

If the monthly retumns filed by the dealer with a turnover of more than Rs.10
lakh or the total tax payable in a year being more than Rs.12,000 is incomplete or prima
facie found to be incorrect, tax payable by such dealer would be provisionally assessed
after providing the dealer an opportunity of proving the completeness and correctness

of the return submitted by him.

Summary Assessment: Dealers with an annual total turnover of less than, Rs.10 lakh if
the return filed by them is prima facie correct are assessed without their appearance

betore the assessing authority subject to certain conditions.
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Final Assessment: All dealers other than casual traders are assessed to quantify their
liability to pay taxes at the end of the financial year. The limitation of time prescribed
to conclude the assessment is 4 years from the year to which the assessment relates.

However, in cases of failure of a dealer to submit returns in time or produce accounts

after inspection, the same is 6 years.

The assessing authority is empowered to make best judgement assessment in
cases of turnovers escaping assessment, under assessed or assessed at a rate lower than

the rates applicable.

Casual traders are assessed finally on their completing the business

transactions.

4. Penalty and Prosecution

Penalties: i.  If any dealer who is liable to pay tax under the A.P.G.S.T. Act, fails
to submit a return as required by the provisions of the Act, the
assessing authority may, after giving the dealer a reasonable
opportunity of being heard, levy a penalty not exceeding Rs.500
(Section 13-A).

ii.  If the return wilfully submitted by a registered dealer is incorrect or is
belated or accounts, registers etc are produced after inspection or the
turnover has escaped assessment or has been under assessed or
assessed at a lower rate, in addition to the tax assessed, a penalty
ranging trom three times to five times the tax due can be imposed. In
case where it is not wilful, the penalty shall not exceed one half of the
tax due (Section 14).

iti.  There is also a provision for imposition of penalty for failure to keep
and maintain true accounts as per notice or directions (Section 25) -
(Section 30-A), at Rs.2,000 or double the amount of tax which would
have been pavable had there been no such lapse, whichever is less.

Prosccution: The following ottences, described under Section 30, are punishable on
conviction, with fine or fine and simple imprisonment both depending upon the gravity

of the offence:
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I 1L

ii.

iii.

II. i

iii.

vi.

Offence

Failure to pay any assessed tax
or penalty imposed in time.

Failure to get registered even
though liable.

Wilful contravention of the
provisions of the Act.

Prevention of or obstruction to
inspection, entry, search or
seizure (Section 28).

Or of inspection of any goods
vehicle or boat carrying goods
by Officer-Incharge of Check-
post, barrier - (Section 29).

Failure to file a return or
filing of untrue return.

Fraudulent evasion of payment
of tax etc. (upto Rs.1 lakh).

Deliberate production of false/
incorrect Accounts/Registers/
documents or furnishing of false/
incorrect information.

Wilful failure to issue a bil]
or cash memo for sales.

Preventing inspection/wilful
failure to produce documents
or to give information.

Any violation of the provisions
of Section 5-B with regard to
levy of concessional tax in
1espect of certain goods on the
strength of declaration for
certain purchases as raw
material etc.

Punishment

Punishable with fine
ranging from Rs.500
upto Rs.2,000.

-do-

-do-

Punishable with
simple imprisonment
for a period ranging
from 3 months to one
year and with fine
between Rs.500 to

Rs.2,000.

1st offence - fine
ranging from Rs.500
to Rs.2,000. 2nd of-
fence - Simple impr-
isonment upto one
year with fine rang-
ing from Rs.500 to
Rs.2,000 3rd/subseq-
uent offence (or

the offence under
(ii)) - simple imp-
risonment for the
period ranging from
3 months to one year
with fine ranging
from Rs.500 to
Rs.2,000 punishable
with simple impriso-
nment upto 1 year &
with fine between
Rs.500 to Rs.2,000.
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vii.  Failure by owners etc. of boats, -do-
goods - vehicles to carry the

required records/documents.

(Section 26, Section 27).

viii.  Driver/other person incharge of -do-
boat, goods vehicle refusing to
give information regarding self,
Owner, consignor, consignee or
giving false information to
officer-incharge of checkpost,
barrier (Section 29(2)).

ix.  Any person fraudulently evading -do-
or abetting evasion of any tax
payable.

S. Administrative Organisation

The Commissioner of Commercial Taxes is the Head of the Department.
Apart from a Secretary and other sectional heads, the Commissioner is assisted by three
Joint Commissioners, one in-charge of legal matters and revision orders passed by
Appellate Deputy Commissioners, the other in-charge of the Intelligence and
Enforcement Wing and the third incharge of revenue audit, Public Account Committee
and internal audit. There are two Deputy Commissioners respectively in-charge of

statistics and legal Wings and seven Assistant Commissioners and their complementary

staff at the headquarters.

One Joint Commissioner Commercial Taxes is posted in the State Secretariat

in the revenue department as Joint Secretary to Government.
The Sales Tax Appellate Tribunal consisting of a Chairman, a Judicial Officer

of the rank of District and Sessions Judge, a Departmental Member of the rank of Joint

Commissioner Commercial Taxes (kept independent of the administrative set up), an

10
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Accounts Member, a Chartered Accountant or a member of the 1.A. and A.S or of the
Indian Revenue Service or Finance or Accounts Members of a public sector

undertaking, works as the second appellate authority in the Department.

A Special Appellate Tribunal as a forum for revision on points of law has been

proposed to be set up.

For administrative convenience the State is divided into 17 divisions each
headed by a Deputy Commissioner with an Assistant Commissioner, (Audit). The
Deputy Commissioner (Administration) is in overall charge of administration of his
division and exercises powers of revision of orders passed by subordinate officers.
Each division is sub-divided into circles of which Commercial Tax Officer is the head
and handles assessments of the turnover above Rs.15 lakh and can take up cases of any
dealer irrespective of quantum of turnover. He can suo moto revise the orders passed by

the Deputy Commercial Tax Officers and Assistant Commercial Tax Officers. The
Commercial Tax Officer also works as a Luxury Tax Officer and Entry Tax Officer.

The Deputy Commercial Tax Officer is the head of the Unit Office in a Circle
and handles cases of dealers having turnover upto Rs.15 lakh. He is incharge of

Profession Tax too. He is also vested with powers under the Revenue Recovery Act.

The Assistant Commercial Tax Officer assesses cases transferred to him by
Deputy Commercial Tax Officer. By administrative arrangement, cases of turnover

upto Rs.2 lakh are transferred to him. He is also the Entertainment Tax Officer.

6. Appeal/Revision (Remedial Measures)

The Act provides for two stages of appeals. The first Appellate Authority to
hear appeals against the orders passed by Assistant Commercial Tax Officers, Deputy
Commercial Tax Officers and Commercial Tax Officers is the Appellate Deputy

Commissioner of Commercial Taxes.

11
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The second stage of appeal is the Appellate Tribunal (Section 21, Rule 38,
Rule 39 and Rule 43) which not only hears appeals against orders passed under Section
19 by the first appellate authority but also against the orders of revision under Section
20 passed by the Deputy Commissioner and Joint Commissioner (Legal). As per the
Second Amendment to the Principal Act, vide Act No. 26 of 1988, Revision to Special
Appellate Tribunal (instead of the High Court) has been provided for in Section 22
(revised). The questions only on points of law can be raised against the orders of the
second appellate authority. However, the Special Appellate Tribunal is yet to be

constituted.

Section 20 of the Act and Rule 34, 35 and 36 detail the provision for ‘suo
moto’ revision by the Commissioner or Joint Commissioner, or Deputy Commissioner
or the C.T.O. Under this provision, the revising authority may suo moto call for and
examine the record of any order passed by any authority subordinate to it and in cases
where it finds that the order in question suffers from any illegality, impropriety or

irregularity and prejudicial to the interest of revenue, revise the said order.

7. Checkposts

With a view to prevent or check evasion of tax, the State Government has set
up 40 checkposts. The driver or other person incharge of the goods vehicle is required
to get the prescribed documents examined by the officer in charge of the checkpost and
if the officer finds that the tax has not been paid or with a view to prevent evasion, may
demand the tax to be paid or a security of five times the tax so payable. In case of
non-payment of tax or non-payment of security, the officer in-charge has powers to
detain the goods for 3 days and collect the tax payable, and in addition impose penalty
upto five times the tax due - (Section 29). There are five integrated checkposts also set

up in the State. These are jointly manned by the Sales Tax and other departments of the

State Government.

12
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ARUNACHAL PRADESH

The Assam Sales Tax Act 1947 (Act XVII of 1947) was in force in Arunachal
Pradesh. The Act was extended to the then extended areas in Assam (which included
the territory now comprising Arunachal Pradesh) by a notification issued under section
92(i) of Government of India Act, 1935.

The operation of the law was kept in abeyance for a certain reason by an
executive order. At a subsequent stage, for giving effect to the provision of Central
Sales Tax Act, 1956 the order was revoked by another executive order. Simultaneously,
the Commissioner of Taxes was appointed in NEFA. However, it was made clear that
the Commissioner should assess and collect only taxes-under the CST Act, 1956 and

the dues under the Assam Sales Tax Act should not be recovered.

The Central Sales Tax Act, 1956 (74 of 1956) applies to Arunachal Pradesh by
virtue of sub-section (2) of section 1 of the said Act. The CST Act 1956, has been in
force in the erstwhile NEFA and the registration of the Dealer under the said Act has
been carried out since 1959. The Central Sales Tax Act 1956 are being governed by
Central Sales Tax (Union Territory) rules 1957, in Arunachal Pradesh.

According to the State Government’s view the imposition of sales tax for the
time being will not be a feasible proposition on account of financial backwardness of
the people of the State. At present, the State Government has no regular Sales Tax
department. The Secretary (Financé) has been functioning as Ex-officio Commissioner
of Taxes and services of Senior EACs in the District Headquarter are being utilised as

Ex-officio Superintendents of Taxes.

The Arunachal Pradesh Sales Tax Bill is being passed by the State

Government and it is still in the drafting stage.

13
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At present vide Central Sales Tax Act, Sales Tax is mainly levied on the oil

produce of the Indian Oil Corporation.

14
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ASSAM

Assam situated in the north east corner of India, is basically an agrarian state
while exploration, exploitation and refining petroleum form the bulk of the first
industries in the State. In the State presently, apart from the Central Sales Tax Act,
1956, the following enactments are being administered for the purpose of levying sales

tax.

a. The Assam Sales Tax Act, 1947 amended up to date.
b.  The Assam Finance (Sales Tax) Act, 1956 amended upto date.

c. The Assam (Sales of Petroleum and Petroleum Products, including
Motor Spirit and Lubricants) Taxation Act. 1955 amended up to date.

d. The Assam Purchase Tax Act, 1967.

1. Structure

Under the Assam Sales Tax Act every dealer whose turnover during the year
exceeded Rs.20,000_is liable to pay tax. The taxable quantum in the case of Works
Contract has been fixed at Rs.50,000 while for leases it is Rs.10,000 aimually. Under
the Assam Finance (Sales Tax) Act, 1956 ar;d under the Assam (Sales of Petroleum and
Petroleum products including motor spirit and lubricants Taxation Act 1955) no taxable
quantum is specified like in the Assam Sales Tax Act 1947, a dealer becomes liable to

pay taxes as soon as the dealer, sells/deals in taxable goods under such tax laws.

Point of Levy: The point of levy in the State of Assam under the Assam Sales Tax Act,
1947 is the last point of sale i.e. sale by a registered dealer to a person other than a
registered dealer. Under the Assam Finance (Sales Tax) Act, 1956, however, the sales

tax levy is the first point levy.

15
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Rate Structure: In accordance with the provision laid in Section 4, Schedule II to the

Act, specifies that declared goods are subject to tax at 4 per cent.

Other goods, other than the goods taxable under the Assam Finance (Sales
Tax) Act, 1956 and the Assam (Sales of Petroleum and Petroleum products, including
Motor Spirit and Lubricants Taxation Act, 1955) are taxable at the rate of 7 per cent.
This is a last point levy. Under the Assam Finance (Sales Tax) Act, 1956, the first point
levy of sales tax is in seven rate categories. The list in the schedule comprises of 75

items.

Purchase Tax: Under the Assam Purchase Tax Act 1967, the lowest rate of tax on the
last point of purchase is on paddy at 2 per cent. Raw jute is taxed at 4 per cent; Raw

hides and skin; bones of animals, birds, reptiles, fish are taxed at 3'per cent.

The Assam (Sales of Petroleum and Petroleum products including Motor
Spirit and Lubricants) Taxation Act 1955 levies tax on petroleum and petroleum

products.

Works Contract, Hire-Purchase, Leasing: By amended Section 2(2) of the Assam Sales

Tax Act, 1947 works contract has been brought under taxation with effect from

1.4.1989.

Works contract has been defined as any agreement for carrying out or
executing for cash, deferred payment or other valuable consideration viz. the
construction, fitting out, improvement or repair of any building. road. wall, bridge,
embankment, dam or other immovable property, or the assembling. fabrication,
installation repair, fitting out, altering, ornamenting, blending, finishing. improving,
processing, treating or adapting any immovable property whether attached to any
immovable property or not and includes a sub-contract for carrying out or executing the

whole or any part of such work in the State.

16
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The definitions of ‘dealer’ ‘sale’ have accordingly been enlarged (Section
2(3)(ii), Section 2(12)(b)) Explanation (3) to section 2(12) explains that there will be
intra-state deemed sales in Works Contract when the goods involved in the works
contract are within the state at the time of their use, application or appropriation for the
execution of the contract. Under clause 13(b) of Section 2, the full value of payment
under works contract irrespective of whether the transfer of property in goods involved
therein is in the form of goods or in any other form is taken to be the sale price. The
contractee’s supplies to the contractor, however, will be included at their market value.
Even the sub-contractor’s receipts will form part of the sale price under works contract.
Explanations 1 and 2 of clause (13)(b) of Section 2 consider part contract relating to the
same work as one single contract and part-payments or advance payments as part of
sale prices under certain conditions. Clause (15)(a) of Section 2 defines turnover of
sales’ in the context of works contract. The exclusion of any amount refunded or
refundable by the dealer or withheld from any payment made to him by way of
discount, rebate penalty, damages or other wise in respect of such contract has been
provided for. Schedule IV describes the kinds of Works Contract as also percentage of
exclusion towards labour and other charges. Rate of tax is 4 per cent, under each kind,

on the net ‘sale-price’.

Leasing: Leasing has been defined as transferring the right to use any goods for any
purpose, whether for cash, deferred payment, commission, remuneration or other
valuable consideration in the State. The definitions of ‘dealer’. "sale" have accordingly
been expanded. Explanation to the relevant section identifies intra-state sale in the case
of ‘Leasing’ as when the goods have not been purchased inside the State by the person
transferring the right to use the goods irrespective of the place or places where the
contract for such transfer is made or the goods are delivered for use or are actually used
except where the goods are intended to be exclusively used in another state. According
to the explanation, transfer of the right to use any goods means the transfer by the
owner of the goods of the possession or control or use of the goods specified in
Schedule V to any other person for any purpose, whether or not for a specified period,

tor cash, deferred payment or other valuable consideration: the full value of the
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consideration received or receivable shall be taken as the sale-price. “Turnover of sales’
is defined as the aggregate of the amounts of sale price received or receivable during
any period by the dealer, i.e. the ‘lessor’, in respect of the transfer of the right to use
any goods for any purpose, including an advance received towards the sale price during

the period.

Exemptions: Certain goods, about 66 in number,have been exempted from tax as listed
in Schedule III of the Act. All cereals including all forms of rice, fish, ghee, butter,
cream (except when sold in sealed containers and excluding cooked food sold at one
time to a person at a price exceeding ten rupees etc.), gur, molasses, mustard oil, sago,
mathematical instruments, liquor sold to defence persons, educational materials (on
certificates from heads of institutions) are exempt. Endi, muga cloth, potteries
(produced and sold by producers co-operatives), khadi and/or products of village
industries duly certified under Khadi and Village Industries Commission Act, 1956 or
by the Statutory State Khadi and Village Industries Board, handwoven silk (Par) cloth,
goods exported to Nepal/(on the strength of their certificate are also exempt from tax
(Section 7).

Taxation of Inputs: Eligible dealers as per Assam Industries (Sales Tax concession)
Act, 1986 are allowed to purchase inputs on a concession without payment of tax for

the purpose of manufacture.

Incentives to Industries: Goods manufactured by new Industries are exempted from tax
on their sales for a period of 5 years trom the date of commencement of production.

They are also extended the benefit of exemption of tax on their purchases.
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2. Registration

Apart from registration under the Assam Sales Tax Act 1947, all the dealers,
importers, manufacturers are liable to get themselves registered under the Assam Sales
Tax Act 1947 A dealer with a gross turnover of Rs.20,000 is required to obtain

registration under the Act.

3. Assessment

Returns: Every registered dealer/liable dealer shall furnish return by the prescribed date
and pay tax due and enclose treasury receipt as also certain evidences in special cases,

once in every quarter. In respect of Assam Finance (Sales Tax) Act, also the return is to

be submitted quarterly.
Payment of Tax: as per sections 16 and 34 is to be ensured by the dealer.

Rebate of Tax: For regular submission of return and payment of tax, a rebate upto 1 per

cent of tax is granted to the dealer.

Mode of Assessment: Ordinarily assessments for a half year period (or for a business
closing within the period) and assessment under the Purchase Tax Act and Petroleum
Act are concluded quarterly either by accepting the return without verifying the books
of accounts or after serving a notice on dealer to appear, produce evidence in support of

his return and after giving him opportunity to be heard.

If the dealer fails to make a return, as required, or fails to comply with the
terms of notice, he is assessed to the best of assessing authority’s judgement by
determining the tax payable by him on that basis. On reasonable grounds to be given by
the dealer within one month of the date of issue of demand notice, cancellation of

assessment and fresh assessment can be made (Section 18).
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There are special provisions for assessment of defaulting dealers who fail to
get registered and to make return (Section 19) as also of those dealers whose taxable
turnover has escaped or has been under assessed or wrong reductions have been made
(Section 19-A). The period of limitation for initiation of such assessment is eight years

from the end of the period concerned.
4. Penalty and Prosecution

Penalty: For unreasonable failure to furnish return or to comply with the notice under
Act, or for concealment/deliberate furnishing of in-accurate particulars of turnover or
for tax evasion, there is provision for imposition of penalty of one and half times the

tax payable in addition to the tax (Section 21).
Prosecution: The penalty for the following offences, only on conviction, has been

provided for:
a.  Failure to get registered or contravention of the provisions.

b.  Unreasonable, delayed submission of return or submission of false
return.

c.  Registered dealer falsely claiming advantageous purchases of goods
not included in his certificate of registration.

d.  An unregistered dealer falsely claiming advantageous purchases as a
registered dealer.

e.  Failure to keep account or record of sales as required.

f.  Failure to produce accounts, evidence or documents, furnish
information as required.

g.  Failure to comply with statutory requirement.

h.  Deliberate production of incorrect accounts, registers, document or
furnishing of incorrect information.

i.  Fraudulent evasion of due tax or concealment of liability.

j. Failure to pay assessed tax/penalty within the time allowed.
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k.  Prevention of, obstruction to, entry, inspection by the competent
officer.

. Prevention of, obstruction to, officer in-charge of checkpost in the
discharge of his duties.

m.  Charging sales-tax from purchasers on sales of exempted goods

(under Section 6 and under Section 7 - Schedule III).
On conviction, the defaulter shall, in addition to any tax or penalty or both, be
punishable with imprisonment for the period upto 6 months or with fine upto Rs.1,000
or with both. When the offence is a continuing one, a daily fine upto Rs.50 during the

period of continuance of the offence is imposable.
5. Administrative Organisation

Assam has the Commissioner of Taxes, a Senior I.A.S. Officer, as the head of
the Department of Taxation. This department also administers Electricity duty,
Entertainment tax, Profession Tax and Agricultural Income Tax Acts. There are 2 Joint
Commissioners, 6 Deputy Commissioners and 13 Assistant Commissioners and other
Officers.

For the purpose of administration, Assam is divided into 10 zones each of
which is supervised by an Assistant Commissioner of Taxes. The Superintendents of
Taxes who are fairly large in number are entrusted with the work of assessment,

registration etc. who are in turn assisted by the Inspectors of taxes.
6. Appeal/Revision (Remedial Measures)
The first appellate authorities are the two Assistant Commissioners (Appeals).

The next appeal can be made to the Commissioner of Taxes for revision or to the Board

of Revenue, whichever is preferred by the Assessee. The Commissioner may revise any
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order either suo moto or on application by the dealer if he finds the assessment to be
prejudicial to the interests of revenue. There is a provision for second revision by the

Commissioner under specific circumstances.

Reference to the High Court only on points of law and interpretation can be

made (Section 32).

Provision for rectification of mistakes apparent from records is also laid down.

The Assam (Sale of Petroleum and Petroleum products including Motor Spirit and
Lubricants) Taxation Act 1955 The basic provisions of the Assam (Sale of Petroleum
and Petroleum Products, including Motor Spirit and Lubricants) Taxation Act, 1955 are
such as to fix the specific rate of tax at first point of sale of aviation spirit at 25 paise in

a rupee, of motor spirit at 12 paise in a rupee, of diesel at 11 paise in a rupee, 10 paise

in a rupee of lubricants and crude oil at 4 paise in a rupee.

7. Checkposts

There is a provision for setting up and errection of checkposts, barriers in the
State to prevent evasion of tax payable. There are six checkposts working at present.
These checkposts are errected to stop vehicles, to verify the nature and quantity of
goods carried and pass on the information to assessing authorities for purposes of
assessment. Every person transporting goods shall file before the checkpost/barrier
incharge, a correct and complete declaration, in the prescribed form, of the goods being
carried before he crosses the checkpost/barrier. Interception, detention and search

powers have been vested with the officers incharge of checkposts/barriers.
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BIHAR

Sales Tax was first introduced in Bihar in October, 1944. The original
legislation has been replaced by a series of legislations. At present sales tax in Bihar,
unlike several other states, is administered basically by two enactments namely, the

Central Sales Tax Act, 1956 and the Bihar Finance Act, 1981 (effective from 1.4.1981).

1. Structure

Every dealer having a turnover exceeding Rs.1 lakh a year in the State
(exceeding Rs.25,000 in the case of contractors) manufacturers, importers, dealers
engaged in delivery and supply of goods for right to use the same on whom no turnover

limit is fixed are liable to pay tax.

Point of Levy: In the State, basically single-point taxation system exists, the tax being
levied either at the point of first sale or at the point of last sale which is done by the

Government through notifications.

Where the point of levy in respect of any commodity is unspecified, tax is
levied at the last point of sale i.e. sale by a registered dealer to a person other than a
registered dealer. However, in such cases, the first liable, registered purchasing dealer
issues a declaration in Form IX to the first liable and registered selling dealer taking the

responsibility for payment of the tax (Section 11).

Rate Structure: Commodities are covered by 17 specified rates of tax ranging from 2 to
25 per cent. Except in the case of foreign liquor imported or manufactured in India and
aviation spirit including Aviation Turbine Fuel, the rate of tax is 25 per cent. Cotton
yarn and sewing thread and thread balls are taxed at the rate of two per cent (last point).
Cereals and pulses are taxed at the rate of four per cent whereas luxury goods are taxed

at rates ranging from 10 to 16 per cent.
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The general rate of sales tax applicable to non-notified goods is 8 per cent

(Section 12).

Surcharge and Additional Tux: Every dealer whose gross turnover exceeds rupees ten
lakh per annum is liable to pay surcharge at the rate of 10 per cent, if the turnover is
between Rs.5 lakh and Rs.10 lakh and at the rate of 10 per cent of the tax if the
turnover exceeds Rs.10 lakh (Section 5).

Additional tax is Ievied at the rate of 1 per cent on the turnover of goods sold

by every registered dealer. In case of liquor it 1s levied at 2 per cent (Section 6).

Purchase Tax: Under Section 4 of the Bihar Finance Act, every dealer liable to pay tax
under Section 3, who purchases goods under the circumstances in which no sales tax is
payable or has been paid on the sale price of such goods and either consumes such
goods in the manufacture of other goods for sale or otherwise or disposes of such goods
in any manner other than by way of sale in the state, or sale in the course of inter-state
trade or commerce, is liable to pay tax on the purchase price of such goods at the same

rate at which it would have been leviable on the sale price of such goods.

Works Contracts, Hire Purchase, Leasing: The Bihar Finance Act, 1981 has already
been amended in 1984 to provide for taxation of works contract/hire purchase and

transfer of right to use goods with effect from 1.4.1984 to suitably amend the definition

of "sale’, ‘goods” etc.

Works Contract: In respect of works contract, the turnover for taxation is specified at

Rs.25,000 in a year. Labour charges are to be deducted from the gross turnover.

Deduction at Source:
i. In respect of works contract executed to any person, there is a

provision of deduction of tax at source at the rates specitied by the
Government trom out of the amounts payable to the works contractor.
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i.  In respect of sales and supplies to Government Departments,
undertakings, companies controlled by Government, of taxable
goods, tax as specified could be deducted from out of the amounts by
them to the dealers and remit it to the Treasury.

Leasing: 1easing has been defined under section 2(t)(IV) of the Act. The turnover for
taxation of Lease has no limit. (Section 3(1). Neither the taxable turnover nor the rate
of tax nor the taxable event have been specified. Tax on leases has not been

promulgated as yet.

Exemptions: As in other states, exemption is provided for a number of commodities on
social and economic grounds. Goods such as eggs, meat, fish (uncooked), agricultural

implements, certain specified articles made by artisans, mica etc. do not attract sales

tax.

Besides, certain organisations and institutions including government
departments enjoy exemption in respect of goods purchased or sold by them i.e. sale by
or to military canteens, sale of khadi cloth duly certified by the Akhil Bhartiya Charkha

Sangh etc.

Taxation of Inputs: Under section 13 of the Bihar Finance Act, 1981, registered
manufacturers, dealers are entitled to purchase inputs on payment of sales tax at the
concessional rate of 3 per cent for use in the manufacture or processing of goods for

sale or for packing material.
Incentives to Industries: As an incentive to accelerate the pace of industrial

development, the new industrial units have been allowed the deferment of sales tax for

a period of five to seven years, if they are located in the areas of ‘no industry districts’.

25



Sales Tax Systems In India: A Profile

2. Registration

Every dealer liable to tax under the conditions laid down in the charging

section 3 is required to get himself registered.

There are special provisions for manufacturers, processors, works contractors,
mining businesses, electricity generating/distributing authorities for registration under
Section 13(1) b(i), 13(1) b(ii), 13(1) b(iii) respectively.

3. Assessment

Returns: Every registered dealer is required to furnish a quarterly return in the
prescribed form in respect of all his transactions for each completed quarter on or
before the end of the month following the end of the quarter. An annual return has to be
filed in Form XII on or before 31st July of the following year. The extension of time for
filing any prescribed return may be allowed by the prescribed authority only once for
not more than 30 days only after an application is filed by the dealer praying for
extension. The Commissioner may grant further extension for 30 days for filing

quarterly/annual return.

In case the dealer has a tax liability of more than Rupees two thousand five
hundred in a month he has to deposit tax amount and furnish the monthly abstract of

sales and purchases by the 25th day of the following month.

Payment of Tax: Every registered dealer whose tax liability in a month is below
Rs.2,500, has to deposit admitted tax on or before the 25th day of the following month
following the end of the quarter whereas in the case of monthly tax liability exceeding
Rs.2,500, the liable dealer has to pay monthly admitted tax by the 25th day of the
following month. The extension of the due date of payment of tax is granted in the

same manner as laid down in regard to the extension of time for filing return (Section

16).
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Rebate of Tux: Every registered dealer is eligible for rebate at the rate of half per cent
of admitted tax subject to a maximum of Rs.50,000 in a year provided the dealer
furnishes the complete and true return within the due date and makes payment of

admitted and due tax within the prescribed date (Section 16).

Mode of Assessment: Under Section 17(1) of the Act, if the prescribed authority is
satisfied that the return filed is correct and complete he shall complete the assessment
of the registered dealer without requiring him to produce accounts and other evidences.
Otherwise, the authority is empowered to call for the accounts and other evidences.
Non-production of accounts, incorrect, incomplete, unreliable accounts, evidences, etc.
may result in the assessment of tax to the best judgment of the prescribed authonity.
Even liable dealers escaping registration or failing to comply with the requirements of

registration can be subjected to best judgment assessment.

Ordinarily, assessment proceedings shall be initiated and completed within
eight years of the expiry of the period (not specified) to which it relates. There are,
however, exceptions in the case of best judgement assessment proceedings (Section
17(5)), assessment proceedings of importers (Section 18), assessment of certain
turnover (Section 19(1)). Any re-assessment proceeding resulting from an order on
appeal, revision, reference or review has to be initiated and completed within two years

from the date of communication of such order.

The Act does not provide for provisional assessment.
4. Penalty and Prosecution
Penalty: Every registered dealer is required to furnish return and make payment of tax
within the due date. Failure to file quarterly or annual return attracts the levy of penalty
not exceeding Rs.50 for each day of default after the due date/extended date. Failure to

pay tax after the due date/extended date attracts penalty at the rate ranging from 2.5 per

cent to 5 per cent for each of the first three months of default and ranging from S per
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cent to 10 per cent for each subsequent month. But the prescribed authority can impose
the penalties only after giving the registered dealer a reasonable opportunity of being
heard (Section 16).

Prosecution: Section 49 contains provisions relating to prosecution for various
offences. The offences have been grouped under three categories according to the
extent of seriousness, the first group of offences punishable with imprisonment ranging
from three to six months and a fine not exceeding Rs.1,000 being sale or purchase of
goods without obtaining ‘Registration Certificate’, failure to surrender registration
certificate in a certain circumstance, non-furnishing of security, failure to submit return,
failure to pay tax as under the relevant provisions, illegal collection of tax,
non-maintenance of accounts, non-compliance by clearing and forwarding agents,
owners of warehouses and godowns. failure in regard to production for inspection, of

accounts, documents and related failures etc.

The second group of offences include false claim of purchase by a registered
dealer of certain goods even though not specified in his registration certificate,
misutilisation of goods sold, purchased on the basis of declaration, exempted goods
misutilisation, unregistered dealer falsely claiming to be registered, closure of place of
business to prevent inspection, seizure of accounts/goods, violation of provisions on
movement of goods, misuse of statutory forms, a registered dealer submitting a false
return, aiding or abatement in the commission of such offences etc. are offences
punishable with imprisonment ranging from 6 months to one year and fine not

exceeding Rs.1,500.

The third group of offences. of rather serious nature, include wilful, deliberate
maintenance/production of incorrect accounts, furnishing of incorrect information,
obstruction to inspection/search, obstruction to officers following provisions on
movement of goods, wilful tax evasion etc. are offences punishable with rigorous

imprisonment ranging from one vear to three years and fine upto Rs.2.000.
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5. Administrative Organisation

The Finance (Commercial Taxes) Department is at present administering the

following taxes.

a.  Bihar Sales Tax

b.  Central Sales Tax

c.  Bihar Entertainment Tax

d.  Bihar Electricity Duty

e. Tax on Advertisements

f.  Taxation on Luxuries in Hotels

The department is headed by the Commissioner of Commercial Taxes who is
an IAS Officer of supertime scale and who is also an ex-officio special Secretary to the
Finance Department and in the headquarters, he is assisted by an Additional
Commissioner (Establishment) a Senior Joint Commissioner (Policy), a number of

Joint Commissioners, Deputy Commissioners, Assistant Commissioners.

However, a full fledged Bureau of Investigation also at the headquarters itself
is headed by a Joint Commissioner of Commercial Taxes with Deputy/Assistant
Commissioners of Commercial Taxes and Commercial Tax Officers in adequate

number to assist the Commissioner in anti-tax evasion works.

The field organisation of the department comprises 11 divisions consisting of
74 circles in the State and one camp circle at Calcutta meant for non-resident dealers.A
Division is headed by a Joint Commissioner of Commercial Taxes who is responsible
for the proper administration of taxes and supervision of assessment and collection

work in circles.
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The main work of assessment and collection of taxes is entrusted to the circle
offices of the department. The circle office whose annual collection is Rs.3 crore or
more is usually headed by a Deputy Commissioner of Commercial Taxes while those
having annual collection below Rs.3 crore are headed by an Assistant Commissioner.
The number of Assistant Commissioners of Commercial Taxes and Commercial Tax

Officers assigned to a circle depends on its workload.

There is a Joint Commissioner of Commercial Taxes (Appeals), posted at the
divisional level to consider and dispose of appeals arising out of assessment/penalties

and other orders.

Each division has a unit of the Bureau of Investigation. A Joint Commissioner
(Admn) is in-charge of anti-tax evasion operations. He is- assisted by Deputy
Commissioner in-charge or Assistant Commissioner and adequate number of other

officers.

A separate unit of the Directorate of Vigilance and Monitoring exists in a
division. A Deputy Commissioner, Commercial Taxes monitors the quality of

assessment orders, gets intemnal audit done with the help of auditors and looks after

vigilance cases.
6. Appeal/Revision (Remedial Measures)

The Commercial Taxes Tribunal at Patna is the apex authority on questions of
fact involved in the order, as the Revisional Authority. Revisions against the orders

passed by the Joint Commissioner (Appeals) and Commissioner lie before the Tribunal

(Section 8 & 46).
It is headed by a Chairman-Member who happens to be a retired judge of the

High Court. A departmental member of the rank of Additional Commissioner/not

below the rank of Joint Commissioner assists him. A third member, the accounts
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member, of the rank of Accountant General/not below the rank of Senior Deputy
Accountant General also helps in the quasi-judicial work (Rule 33). Reference only on

questions of Law lie to the High Court.

The Commissioner of Commercial Taxes has been vested with the power of
suo moto revision. The first appellate authority to consider and dispose of appeals
against orders passed by an assessing authority is the Joint Commissioner (Appeals) in
each division(Section 46(4)).

There is also provision for review of mistakes apparent from the record

(Section 47).
7. Checkposts

Section 34 of the Act empowers the State government to set up checkposts and
barriers at any place in the state with a view to preventing evasion of tax. This section
also provides that every person transporting certain notified goods must file a correct
and complete declaration in the prescribed form before the authorised officer while
crossing the checkpost/barrier. The officers have enforcement powers vested in them to
intercept, and search all road vehicles and river-crafts. However, there are no sales tax

checkposts in Bihar since 1986.
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DELHI

Delhi, the Union Territory, administers both the Central Sales Tax Act, 1956
and the Delhi Sales Tax Act, 1975.

1. Structure

Every dealer whose turnover during the previous year exceeded the ‘taxable
quantum’ shall be liable to pay tax under the Delhi Sales Tax Act, 1975. The ‘taxable
quantum’ in relation to any dealer generally making sales is Rs.1,00,000, while for
manufacturers it is Rs.30,000, and for ‘Halwais’ is Rs.75,000. Importers do not have

any taxable quantum limit.

Point of Levy: Sales Tax in the Union Territory is leviable on most of the commodities
at the first point of sale. The other variety of sales tax is leviable at the last point of

sale. (Section 5).

Rate Structure: There are lists of commodities subject to tax at different rates. The tax
ranges from 1.5 per cent to 10 per cent. Most of the goods like motor vehicles,
refrigerators, liquors, etc. specified in the first schedule (Section 4(1)(a) are subject to
tax at 12 per cent. The general rate of tax on unnotified or unspecified items is 7 per
cent. Schedule II lists out goods of special importance taxed at a uniform rate of 4 per

cent of sale are decided by the Administrator.

A large number of goods are subject to tax at 5 per cent. Such goods are
ready-made garments, drugs, medicines, edible oils, washing soaps, optical lenses,
plastic goods (of value upto Rs.30), L.P. gas, butter oil etc. Matches are taxable at the
rate of 4 per cent. kerosene, khoa, non-tinned, butter, silk fabrics are taxed at the rate of
3 per cent. Silver ornaments, gold ornaments, raw wool, razai, gilafs (costing upto

Rs.15 per piece). Non-fur, non-silk ready-made garments (costing upto Rs.30) are
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taxable at the rate of 2 per cent. In accordance with section 4(1)b, coal including coke,
cotton, iron and steel, jute, oilseeds, hides and skins, cotton yarn-declared goods-are
subject to tax upto 4 per cent. Hosiery garments (costing less than Rs.30 per piece) are
subject to tax at the rate of 1 per cent. Bullion and specie are subject to tax at the rate of

0.5 per cent.

Exemptions: Section 7 lays down that sales of goods specified in Schedule III with

certain conditions shall be exempt from tax.

Schedule 1II lists 43 tax free items like all cereals and pulses, meat and fish,
milk, edible oil, school exercise and drawing books, agricultural implements, charkha,
scientific goods used in educational institutions, aids for the handicapped, black lead

pencils etc.

Taxation of Inputs: Sales of inputs and raw materials are exempted from tax when
purchased by registered dealers for use by them in the manufacture of goods in Delhi,
subject to the condition that they are sold within Delhi or in the course of inter-state
trade, commerce or in the course of export outside India. However the dealers
purchasing raw materials falling under Schedule I are required to produce a certificate

authorising them to purchase such goods without payment of tax.
2. Registration

Every liable dealer should get himself registered. There are three kinds of

registration.
Voluntary: Any dealer, not dealing exclusively in tax-free goods, may voluntarily get

registered provided his turnover during a year exceeds Rs.25,000 even though he may

not be liable to pay tax ordinarily (Section 15).
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Provisional: Any person who bonafidely intends to establish a manufacturing business
in Delhi where the value of the output in a year exceeds Rs.30,000 may, on certain
conditions, be granted, ‘Provisional Registration’ even though he may not be

registrable under Section 14 (Section 16).

Special: Special registration is granted on fulfilment of certain conditions, to such
dealers whose certificate of registration have been cancelled under Section 20(3) for
certain defaults and his turnover exceeds the taxable quantum in the same year after the
date of cancellation or if his turnover exceeds the table quantum in the subsequent year,
(Section 17).

3. Assessment

Returns/Payment of Tax: In accordance with Section 21, every registered, liable dealer
has to furnish quarterly return or monthly return as prescribed (under the circumstances
of the case); Quarterly returns and taxes have to be filed/paid within a period of 45 days
from the end of the quarter along with the proof for having paid the tax.

Every dealer who is required to furnish the quarterly return and whose
turnover has exceeded Rs.10 lakh and the tax payable according to the return was not
less than Rs.15,000 in the previous year, shall make monthly payments of the actually
due tax, thus enclosing the three Treasury Receipts (challans) with the relevant return
by the prescribed date (Rule 24(2)). Monthly returns, in special cases, have to be filed
by the fifteenth day of the next month (Rule 21).

Mode of Assessment: Ordinarily, annual assessment is to be made in respect of
registered dealers. If the assessing authority is satisfied that the returns furnished in
respect of any period are correct and complete, he shall assess the amount of tax due
from the dealer on the basis of such returns. (Section 23(2). The summary assessment
scheme has been introduced since 1978 to simplify assessment of small scale dealers.

To improve the quality of service, a new scheme known as “Simplified Tax Assessment
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according to the return of traders’, (START) on the slogan, ‘trust in the trader’ has
been launched w.e.f. 1.8.1990. Under this scheme, all registered dealers with a G.T.O.
upto Rs.6 lakh would be allowed. The benefit of Summary assessment
acknowledgment-cum assessment order will be issued across the table under Section
23(2). There would be post assessment scrutiny of a small percentage of cases selected
at random. If not, he shall complete assessment after having served a proper notice (in
form S.T. 13) as per rule 25 on the dealer and after having him or his representative
duly heard and after due examination of accounts and evidences (Section 23(3) a,
23(3)b read with rule 26(2)).

There are provisions for best judgement assessment in cases where the dealer
fails to comply with the terms of any notice issued under Section 23(3) or fails to
furnish return by the prescribed date (Section 23(4), Section 23(5)). The best judgement
assessment has also been provided for cases where unregistered dealers are found to
have avoided registration, special registration (as the case may be) and if default
continues penalty upto twice the amount of tax assessed in addition is imposed (Section
23(6).

Normally, no assessment shall be completed after the expiry of four years and
in the cases of unregistered dealers, after the expiry of six years, from the end of the

year under consideration for assessment.

For cases where compliance to orders of appellate and revisional authorities
result in assessment, the period of limitation is four years or six years, as the case may
be, from the date of such order (Section 23(7)).

The best judgement assessment within the limitation of four years or six years,
as the case may be, of the date of final assessment has been provided, where the dealer
after original assessment, has been proved to have concealed, omitted or partially

disclosed his turnover and thus the turnover has escaped original assessment, (Section

24).
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In addition, one year time limit has been added to the date of service of notice

in such cases.
4. Penalty and Prosecution

Penalty: For failure to file return and pay the tax due as per return by the prescribed
date, penalty (in addition) upto twice the amount ot tax payable or Rs.2,000 where no

tax is payable is imposed (Section 55).

In cases of unregistered dealers’ assessment, if there is a deliberate default on
the part of the dealers in getting registered, penalty upto twice the amount of tax
assessed may also be imposed (Section 23(6)). For (i) concealment of sales/furnishing
of inaccurate particulars of sales, (ii) giving, producing or accepting false declarations
with regard to tax-free sales, certain sales free at particular points (iii) unregistered
dealer taking advantage of the purchase due to registered dealers, registered dealer
taking advantage of purchase beyond the registration certificate, penalty in addition to
tax payable (or evaded or leviable) upto 2 1/2 times the tax is imposed (Section 56).

Prosecution: There are two categories of offences, as listed here under, for which

punishments have been provided depending on the extent of their seriousness:

Offences Penalties

a. Deliberate holding, giving, The offender shall be punish-
production, acceptance of able with rigorous imprisonment
false declaration in respect upto 6 months or with fine or
of sales of raw materials with both. If the offence is
for manufacture of goods (or found to be a continuing one,he
in respect of sale of goods) shall be punishable with a
to be sold in intra-state, daily fine upto Rs.200 during
inter-state or export trade the period of continuance of
or in respect of sale of co- the offence.

ntainers, material, for the
packing of goods meant for sale
or resale or in respect of the
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point of levy of sales tax.
(Second provisio Section 4(2)
a; first proviso Section 5).

A liable dealer carrying on
business without certificate/
special certificate of regis-
tration (Section 14(1), Section

17(1)).

An unregistered dealer taking
advantages of purchase due to
registered dealer.

A registered dealer taking advan-
tage of purchases beyond his
registration certificate entries.

Non-surrender of registration
certificate (on application or
otherwise) (Section 20(5).

Non-submission of return or
submission of false return
(Section 21).

Unregistered dealer collecting
tax illegally.

Failure to keep true account of
purchases and sales or record
thereof (Section 38).

Failure or neglect to issue
cash memoybills (Section 39).

Deliberate maintenance, pro-
duction of incorrect account,
registers, documents; furnishing

in correct information (Section 41).

Failure to comply with the
requirement of production, ins-

pection of accounts and documents,

search of premises by competent
authorities (Section 41).
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I.  Closure of place of business
with a view to preventing
inspection (Section 41).

m. Obstruction to or prevention of
inspection, search or seizure
(Section 41) or to discharge
of such duties in connection with
check post, barrier (Section 64).

n. Failure, neglect or refusal by

the owner or person incharge of

a goods vehicle to comply with

any of the requirements of

Section 64.

In case, the offences under (a) or (f) or (i) or (k) or (I) or (m) or (n) are found
to be wilful, the offender shall be punishable with rigorous imprisonment upto 6
months and with fine. If the offence is found to be a continuing one, he shall be
punishable with a daily fine upto Rs.300 during the period of continuance of the

offence.
5. Administrative Organisation

The Commissioner of Sales Tax is the head of administration with all the
powers and duties prescribed under the Act. To assist him at the headquarters, in the

execution of his functions, one Additional Commissioner of Sales Tax is posted.

There are two Deputy Commissioners, one incharge of general administration,
accounts, administrative reforms, research and statistical cell, internal audit, revenue,
audit and caretaking and the other incharge of appellate functions and the central circle.
There are three Assistant Commissioners respectively incharge of law and judicial
tribunal cell, enforcement, headquarters (policy and public relations) under the
Commissioner. The fourth Assistant Commissioner, is incharge of clectronic data
processifig cell. internal audit, care taking and is under the Deputy Commissioner Sales

Tax. There are a few Sales Tax Officers also, posted in headquarters.
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There is one Assistant Director, Research and Statistics who collects statistical
information from the 18 branches/sections of the headquarters of the department and is
under the control of Deputy Commissioner. An Appellate Tribunal consisting of
one-member Appellate and an Appellate Registrar to assist him has been set up. The
two wings, ‘Dealers Assessment Wards’ and ‘The Judicial Wing’ each under the
control of the six Assistant Commissioners who look after dealers’ registration and
assessment on the one hand and judicial work on the other spread up in 50 wards with
pecuniary jurisdiction of Rs.50,000 tax in dispute. Wards are looked after by STOs

assisted by Assistant Sales Tax Officers who are in turn assisted by Inspectors.
6. Appeal/Revision (Remedial Measures)
The forums of appeal according to pecuniary jurisdiction are as under:

The Assistant Commissioner hears appeals against the orders of S.T.O’s and
Assistant S.T.O’s of cases involving disputed tax upto Rs.2 lakh. The Deputy
Commissioner, (apbeals) hears appeals for disputed tax between Rs.2 lakh to Rs.4 lakh.
The Additional Commissioner/Commissioner hears appeals for disputed tax above Rs.4
lakh.

The second appeal lies to the Appellate Tribunal (Section 43 read with
Appellate Tribunal Regulations). The Statement of a case to the High Court can be
sought to be made against the order of the Appellate Tribunal only on questions of law
(Section 45). The Commissioner has powers of revision of orders prejudicial to the
interests of revenue (Section 46). The Commissioner also acts as a revisional authority
in cases, other than appealable cases. The period of limitation is 2 years. There are also

provisions for rectification of mistakes apparent from the records (Section 48).
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GOA

The Sales Tax was introduced in the former union territory of Goa, Daman
and Diu (now the state of Goa), from 1.11.1964, which is an extension of the Bengal
Sales Tax Act, as applicable to the Union Territory of Delhi. This Act is now called the
Goa Sales Tax Act 1989 and the levy of sales tax is governed by Goa sales Tax Act
1989 and the CST Act, 1956.

1. Structure

Every dealer whose gross turnover during the year exceeded the taxable

quantum is liable to pay taxes on all sales effected.

The dealers are classified into three categories i.e. (i) Importer or/and

manufacturer (ii) non-resident dealers and casual dealers and (iii) any other dealer.

In the case of (i) the taxable quantum is Rs.10,000 if the goods
imported/manufactured are worth Rs.1,500 and above during the year; if the income is
less than Rs.1,500 the taxable quantum is Rs.20,000. In the case of (ii) the taxable
quantum is Rs.1,500 and in that of (iii) it is Rs.50,000. For contractors it is Rs.10,000

or Rs.20,000 and Rs.50,000 as the case may be and depending upon the quantum of

purchases.

Point of Levy: Sales tax in Goa is a single point levy contined as a general rule to the
last stage of sale. However, the state government has power to authorise by the issue of

notification, the levy of tax in any goods at the point of first sale.

Some goods like luxury goods are taxable at the first point of sale.
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Rate Structure: There are in all 28 schedules appended to the Act out of which second
schedule deals with items which are generally exempt from tax. The sixth schedule is
in respect of sales of cooked food and non-alcoholic drinks served/sold in hotel,
establishments, restaurants etc. The seventh schedule gives ceiling rate of right to use
goods for various items enumerated therein. The other schedules indicate various rates
starting from 5 per cent to 25 per cent. Against some of the schedules (schedule XV,
XVII, XVIII, XIX, XXI, XXII, XXIII, XXIV, XXV, XXVI, XXVII and XXVIII) no
items are specified so far. The items that are not covered by any of the 28 schedules are
taxable under residuary entry at the rate of 7 per cent. The rates applicable on goods
under schedules I, II1, IV, V, VI, VII, VIII, IX, X, XI, XII, XIII, XIV and X1V are I, 1],
IV, XXV, XVII, forI'toVand I/I1, I, I1I, V, VI, VIII and X from schudules VI to XV.

Additional Tax: If the gross turmnover of sale of any dealer exceeds Rs.20 lakh,
additional tax at the rate of 10 per cent. On the sales tax payable by such dealer is

levied.

Works Contract and Leasing:

a.  Every dealer is liable to pay tax on his taxable turnover of transfer of
property in goods which have not suffered tax at any point of sale in
Goa (whether as goods or in some other form) involved in the
execution of works contract at the rate specified in various schedules.

b.  Every dealer is liable to pay a tax on his taxable turnover in respect of
the transfer of the right to use any goods at the rate mentioned in
Schedule VII i.e. 3 per cent.

Exemptions: Schedule II specifies tax exempted goods and these include goods of mass
consumption such as cereals, pulses, bread, meat, fresh fruits, vegetables, fuel, wood,

charcoal, fertilizers etc. There are some conditionally exempted goods also.
Incentives to Industries: There is a new scheme called ‘Sales tax
deferment-cum-interest free sales tax loan scheme’ for the new Industries replacing the

earlier scheme ‘Interest free sales tax loan scheme’. The Industrial units registered with

41



Sales Tax Systems In India: A Profile

the Directorate of Industries and Mines as a SSI and registered under the Sales Tax Act
are exempted from the payment of ST for 15 years. However, for new industrial units
which are set-up on or after 1.10.1991, exemption benefit is upto 15 years for SSI and
12 years for large/medium Industries or upto the reaching of tax liability amount equal
to the capital cost of the industry invested in land, building and machinery only,

whichever is later.

Treatment of Inputs: Purchases of inputs viz. raw materials and packing materials can
be made locally, free of tax against prescribed form by a registered dealer for use by
him within Goa. However, this facility is not available in respect of machinery. tools

and equipments and in respect of goods taxable at first point.

2. Registration

In addition to compulsory registration granted under section 11 of the Act on
account of liability under section 4 of the Act, which is a statutory obligation, there are
provisions for (i) voluntary registration granted to the dealer who may not be liable to
pay tax under Section 4 of the Act (ii) provisional registration - granted exclusively to
manufacturing units on obtaining security (which is forfeited by the Commissioner, if
he finds good and sufficient cause for realising any amount of tax or penaity payable by
the dealer or if the dealer is found to have misused the statutory forms) and (iii) special
registration granted to the dealers who register after cancellation of their earlier

registration certificate. when they become liable again.

3. Assessment

Returns: Every dealer is required to furnish quarterly returns of his sales turnover
within thirty days from the end of the quarter. However, payment of tax should be done

every month within 30 days trom the expiry of each month.
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Mode of Assessment: Assessments are completed on an annual basis generally and for a
part of the year. if the circumstances demand. When a dealer fails to furnish any return
relating to any period of any year within the stipulated time, the Commissioner may
assess the tax due from such a dealer separately for different parts of such year. The
limitation period for assessment of registered dealer is 4 years while that for
unregistered dealer is 6 years. The Commissioner has powers to reassess the tax if he
has reasons to believe from the assessment order made that the dealer has concealed or
furnished incorrect particulars, within 8 years and in other cases within 5 years from the

period to which the assessment relates.
4. Penalty

If a dealer has concealed any particulars of sales, he is liable for penaity not
exceeding one and half times the tax. Besides the Act provides for imposition of fine or
a simple imprisonment for six months on any person who contravenes or fails to

comply with the provisions of the Act and rules.

If the dealer fails to furnish returns and pay tax in time, he is liable to a

penalty not exceeding are one and a half times the amount of tax assessed.

Compounding of offences - The Commissioner may compound the offence
with a compounding fee of Rs.5,000 at double the amount of the tax that would have

been payable depending on the types of offences committed.

5. Administrative Organisation

The Department is headed by the Commissioner of sales tax assisted by
Assistant Commissioners, Sales Tax Officers and Assistant Sales Tax Officers.

For the purpose of administration Goa is divided under 7 wards which are

headed by Assistant Sales Tax Officers who are assisted by Sales Tax Inspectors.
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6. Appeals

Appeal against the order of the assessing authority lies to the Assistant
Commissioner of Sales Taxes. Second appeal lies before the Tribunal or revision

application to the Commissioner of Sales Tax.

There is no separate intelligence cell established for detection of tax evasion.

The assessing authorities themselves carry out these duties whenever the need arises.

7. Revision

The Commissioner of Sales Tax can on his own call tor and revise suo moto,

any assessment made or order passed under the Act.
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GUJARAT

The State of Gujarat, which was reorganised on 1.5.1960 followed the pattern
of the Bombay Sales Tax Act, 1959 till 5.5.1970. The levy of Sales Tax in the State
under the Gujarat Sales Tax Act, 1969, on the recommendations of Maldevji Odedara
Committee, came into force with effect from 6.5.1970 and has been amended by

numerous amendments till now.

The State Sales Tax Department administers, apart from the Gujarat Sales Tax
Act, 1969, the Gujarat Sales of Motor Spirit Taxation Act (on the lines of the Bombay
Sales of Motor Spirit Taxation Act, 1958), the Central Sales Tax Act, 1956 and the
Profession Tax Act 1976.

1. Structure

Tax is payable by lottery ticket sellers/importers/manufacturers/resellers/

general dealers in the following turnover limits:

i.  Rs.10,000 (turnover covering sales of goods plus lottery tickets) in
case of a dealer who is an importer of lottery tickets whose purchases
of lottery tickets exceed Rs.1,000 in a year.

ii.  Rs.1,25,000 in the case of sales of lottery tickets exclusively during
the year, whose imports exceeds Rs.5,000 in a year.

iii.  Rs.75,000 in the case of importers whose purchase or intake of
taxable goods exceeds Rs.5,000 during the year.

iv.  Rs.75,000 in the case of manufacturers whose purchases of taxable
goods’ from unregistered dealers goods each exceed Rs.5,000 during
the year and also the value of taxable goods sold or purchased during
the year exceeds Rs.5,000.

v.  Rs.75,000 in the case of such resellers whose purchases and sales of
taxable » »,00ds each exceed Rs.5,000 during the year.
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vi. Rs.2 lakh in the case of such resellers of general class, whose
purchases or sales of taxable goods each exceed Rs.5,000 during the
year and also the value of taxable goods purchased from unregistered
dealers do not exceed Rs.5,000.

vii.  The turnover limit in case of Works Contract has not been specified.

viii.  The turnover limit in case of transfer of the right to use goods,
categoriscd as ‘specified sales’ is Rs.50,000 during the year and in
certain special cases, Rs.5,000 in respect of goods specified in
Schedule IV (Section 3(4) of the Act).

Point of Levy: The system of taxation is predominantly single point levy combined

with double point taxation.

i.  The single point levy at the stage of first sale is called ‘Sales Tax".

ii.  The single point levy at the last point of sale is called ‘General Sales
Tax’.

iii. ~ The double point levy includes both Sales Tax and General Sales
Tax.

Rate Structure: Schedules II and III indicate the goods subject to different tax rates.

Goods specified in Schedule II-part A are subject to ‘Sales Tax’ i.e. they are
taxed at the first point of sale and broadly classified under five categories viz. (a)
industrial raw materials, fuels, lubricants, petroleum products, petrochemicals,
fertilizers, chemicals etc. (b) Consumer durables and luxury goods. (c) excisable goods
such as ganja, bhang, etc. (d) Goods declared to be of special importance under the
Central Sales Tax Act, 1956. The rates vary from 2 per cent to 16 per cent (except in
the case of foreign liquor in which case sales tax at the rate of 45 per cent is levied). (¢)

Certain other goods, the transactions of which pass through identifiable and controlled

channels of trade.

Part B of Schedule 11 lists about 15 goods liable to general sales tax at the last

point levy. The rates vary from 4 per cent to 8 per cent.
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Schedule IIT specifies commodities which are subject to both sales tax and
general sales tax i.e. Double point taxation which includes bullion and specie, articles
of gold and silver, cosmetics etc. (which do not necessarily pass through controlled
trade channels) and unscheduled goods. The rates vary from « per cent to 16 per cent,

Bullion attracts general sales tax at the rate of « per cent. Most of the entries, however,

are subject to sales tax at the rate of 4 per cent.

Schedule IV contains a list of commodities taxable on the lease rentals with

the rate varying from 2 to 5 per cent.

Goods not specified in any of the schedules are subject to sales tax at 8 per

cent and General Sales Tax at 4 per cent.

Surcharge; Additional Tax; Turnover Tax: Additional tax at the rate of 20 per cent of
the amount of sales tax, general sales tax and purchase tax is leviable on every dealer.

However, there is no additional tax on declared goods.

Every dealer except a works contractor is liable to pay turnover tax at the

following rates on his taxable turnover:

i. Where taxable turnover Nil
does not exceed Rs.50 lakh.

ii. Where taxable turnover 1 per cent of the taxable
exceeds Rs.50 lakh but turnover in excess of
does not exceed Rs.2 crore. Rs.50 lakh.

iii.  Where taxable turnover Rs.1.50 lakh plus 1.25
exceeds Rs.4 crore but. per cent on the taxable
does not exceed Rs.4 crore. turnover in excess of

Rs.2 crore.

iv. Where taxable turnover Rs.4 lakh plus 1.5 per

exceeds Rs.4 crore. cent on the taxable

turnover in excess
of Rs.4 crore.
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Total turnover is taken into consideration for the purpose of fixing the

liability. However, tumover tax is levied only on the taxable turnover. No TOT is

leviable on declared goods. Interstate sales/purchases and sales against declarations.

Purchase Tax: Purchase Tax is leviable on the following conditions:

iii.

If the liable dealer purchases goods listed in Schedules II and III from
unregistered dealers and the goods so purchased are not resold in the
State but used in the manufacture or consigned outside the State,
purchase tax at the rates specified in the schedules is leviable.

Purchase Tax under Section 15A is payable by a registered dealer
purchasing goods other than prohibited goods as mentioned in the Act
and by a Commission agent purchasing goods other than prohibited
goods at the rate of 2 per cent.

Purchase Tax under Section 15 B is levied on a dealer purchasing
directly or through a commission agent any goods other than declared
goods purchased and used as raw or processing material or
consumable store in the manufacture of taxable goods and the rate is
4 per cent. Further tax paid on purchases would be set off if the
manufactured taxable goods are sold within the State or inter-State or

exported.

Purchase tax under Section 16 is a compensatory levy in case of
violation of provisions of Section 12 or of provisions of Section 13
that is after having purchased the goods against certificate without
payment of tax and the goods are used for other purposes or are not
resold or despatched in the manner and within the period undertaken,
the purchasing dealer is liable to purchase tax under Section 16.

Purchase tax is also levied on the purchases of sugarcane by sugar
manufacturers and on purchases of oil cakes, groundnuts which are
not for sale to registered dealers.

Works Contract: In respect of works contract with effect from 5.8.1985, the Gujarat
Sales Tax Act, enlarged the meaning of *Sales’ under Section 2(28) (c) in accordance

with the 46th Constitutional amendment. The turnover limit for taxation has not been

specified.
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The rate of tax and the taxable event have not been specified separately. The
prevalent rates of sales tax and general sales tax were being applied on the deemed
sales and w.e.f. 6.8.1988, contractors were given the option to pay composition tax at

the rate of 2 per cent on the total contract value.

Leasing: Tax is payable on the turnover of hiring charges received for transfer of right

to use goods specified in Schedule 1V i.e. on shamiana, furniture etc.

Exemptions: Under Section 5 of the Act, Schedule I gives the list of commodities
which are exempt from tax and they include goods of mass consumption such as bread,
cereals and pulses, eggs, fresh vegetables, edible tubers, milk etc. are exempt.
Agricultural implements, poultry, educational instruments, educational films etc.
Conditional exemptions also are granted like in the case of handloom fabrics of all
varieties, patola sarees, silk khadi and ready-made khadi garments if sold by producers

or institutions duly certified by the Commissioner of Sales Tax etc.

Taxation of Inputs: Industrial inputs are divided into two categories for this purpose,
that is, prohibited goods and non-prohibited goods. A manufacturer purchasing goods
other than those specifically prohibited for this purpose, declared goods and tax free
goods for the manufacture of taxable goods for sale is allowed a set off of tax on such
purchases; this is also allowed to a manufacturer purchasing goods from unregistered

dealers for use in the manufacture. Set off is allowed subject to certain conditions.

Incentives to Industries: In Gujarat, there are two types of incentives available for new
industries in backward areas falling under the location categorised as I to IV. The tax
holiday and deferment of tax for five to nine years from the date of commencement of
production on the basis of location of industries in category I to IV, is available. The
incentives are determined as percentage of fixed capital investment with certain

monetary limits.
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2. Registration

Under Section 29 of the Act, dealers liable to pay tax have to get themselves
registered. There is a provision for voluntary registration under certain conditions
despite their total turnover being below taxable quantum as required under Section 3,
the charging section, provided the dealer has a fixed or regular place of business and
their purchases or sales exceed or are likely to exceed the limit of Rs.5,000 in the year.
On an application of a registered dealer, a licence is issued under circumstances of

export or despatch exceeding Rs.30,000 in the year.

Registered dealers-manufacturers whose sales turmnover of manufactured
taxable goods exceed Rs.5,000 in a year get recognition for certain exemptions in

respect of purchase of non-prohibited goods as raw materials etc.

A registered dealer - a commission agent - whose purchases on behalf of his
principal exceed Rs.30,000 limit in a year is entitled to get a ‘Permit’ for enjoying

certain exemptions/concessions.
3. Assessment

Returns and Payment of Tax: All registered dealers, except oil millers and dealers to
whom documents are granted for the first time, are required to file quarterly returns
along with challans as proof of payment of tax. All returns have to be filed generally

within one and a half months from the end of the quarter.

Dealers generally falling in the following categories have to file returns and

pay taxes as detailed here under:

i Dealers whose annual tax in the previous year exceeded Rs.25,000
are required to pay the tax every month, within 1 month 7 days of the
end of the month-concerned, along with a declaration, within 1 month
15 days of the end of the month concerned, file the quarterly return
along with a computer annexure and file annual return.
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ii.  Dealers whose turnover ot sales or purchases in the previous year
exceeded Rs.S lakh and the annual tax ranged between Rs. 10,000 to
Rs.25,000 have to tile quarterly return, pay tax once in a quarter and
file annual return within 90 days of the end of the year.

iii.  Dealers whose turnover of sales or purchases in the previous year did
not exceed Rs.S lakh and annual tax ranged between Rs.10,000 to
Rs.25,000 have to file quarterly return, annual return within 60 days
of the end of the year and pay tax once in a quarter.

iv.  Dealers whose turnover of sales or purchases in the previous year did
not exceed Rs.5 lakh and annual tax did not exceed Rs. 10,000 have to
file return annually within 60 days of the end of the year, pay tax
once in a quarter. Registered dealers who have been granted licence
for the first time under the Act have to file monthly return within 1
month and 15 days of the end of the month and for 12 months in
continuation from the date of grant of licence. Oil millers have to file
annual return within 90 days of the end of the year in cases where
their turnover of sales or purchases exceeded Rs.5 lakh in the
previous year.

Similar provisions for other liable dealers under Section 3A or other sections

have been provided in Section 40.

Mode of Assessment: Assessment of dealers is concluded annually. A dealer can
request for the assessment for a period more than a year. However, it a dealer fails to

furnish any return, assessment may be made in respect of part or parts of the year.

If the assessing officer is satisfied that the declarations/returns filed are correct
and complete, the assessments are completed on the basis of the turnover disclosed in
the return. The facility is specially available by way of simple assessment to dealers
whose turnover does not exceed Rs.5 lakh. However, 20 per cent of them are subjected

to random scrutiny.

If the assessing officer is not satisfied, with the return filed, the assessment
under section 41 is completed only atter the assessee has been heard. Failure to comply

with the requirements or ftailure to tile returns would result in assessment to the best of

"Iy
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judgement. Limitation of time is extended either by the Commissioner or the

Government in cases where the dealers have defaulted in maintaining proper books of

account.

In accordance with Section 42 of the Act, the time limit for completion of
assessment is two years from the close of the year in which the last return is filed.

However in the case of non-filing of return there is no time limit for assessment.

In the event of any turnover escaping assessment, reassessment proceedings
may be initiated within 8 years (and in any other case within 5 years) from the close of

the period concerned, and completed within three years from the date of service of

notice in respect thereof.

Recently a provision is made for deemed assessments in respect of dealers
whose tax liability does not exceed Rs.5,000 and the turnover does not exceed Rs.5

lakh per annum if he has filed the return in time and has paid the taxes due.

4. Penalty and Prosecution

Penalties: Penalty amounting to one and one half times the amount of tax in case of
contravention of terms of certificate relating to reduced tax rate and terms of notice

under section 41 (relating to assessment) is leviable.

A penalty of Rs.2,000 is leviable in case of non-presentation of licence etc. for
cancellation, of Rs.2,000 is also imposed tor non-filing of declaration or return required
to be filed under section 40, when the assessed tax exceeds the tax paid by 20 per cent,
penalty by way of simple interest at the 1ate of 24 per cent per annum on the difference
between the tax paid actually and the assessed or reassessed tax is imposed and failure

without sufficient cause to furnish information regarding change of business calls for
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penalty amounting to Rs.2,000. For failure to issue cash memorandum of sales or

purchases, penalty to the extent of 10 per cent of the bill or cash memoranda value is

imposable (Section 45(8)).

If any person collects tax in contravention of the provision relating to
exemption from all tax, he is liable to pay penalty of an amount not less than or more
than double the amount of tax wrongly collected where it is reasonably believed that
the contravention was wilful. If there is no evidence of wilful contravention, a penalty
equal to the amount wrongly collected is imposable. Failure to maintain accounts in
accordance to the relevant section of the Act also attracts penalty of an amount not
exceeding Rs.2,000 or double the amount of tax which would have been payable had

there been no such contravention, which ever is less.

Prosecution: Offences as enumerated below are punishable with simple imprisonment
or with fine or both under the Act: (i) carrying on business without being registered (ii)
knowingly furnishing false declaration or false return (iii) not being registered or
voluntarily registered or (iv) not being a Licence holder. Recognised dealer or Permit
holder, taking advantage of the provisions (v) taking advantage of reduced tax
deduction etc. on deliberate submission of false certificate (vi) taking advantage of
exemptions on deliberate submission of false certificate (vii) failure to keep accounts in
accordance with rules despite direction (viii) Non-compliance of provisions regarding
production and inspection of accounts and documents and search of premises,
inspection of goods in transit special powers for reconstitution of records in certain
circumstances. (ix) deliberate furnishing of false accounts, registers/documents or

incorrect information, (x) obstructing any officer in inspection or search or seizure.

The punishment is simple imprisonment which may extend to 6 months or fine
not exceeding Rs.2,000 or both. When the offence is a continuing one, a daily fine of
not exceeding Rs.100 during the period of offence is imposable. Managers of the
defaulting dealers are also liable to the punishment for offences (ii), (iv), (v), (vi), (vii),

(viii) or (ix) mentioned above.
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5. Administrative Organisation

The Department is headed by the Commissioner of Sales Tax, an [.A.S Officer
in the super time scale at the state headquarters at Ahmedabad. He is assisted by one
special Commissioner (enforcement) looking after anti-evasion activities, two
Additional Commissioners one incharge of administration and policy and the other
incharge of vigilance (relating to allegations of corrupt malpractices against officers),
four Deputy Commissioners in charge of Audit, Enforcement, Legal and Profession
Tax Officers in the Headquarters with four flying squad units under the charge of
Deputy Commissioners. At the state level, statistical data compiled from the returns of
dealers are processed in the computer unit under the charge of an Assistant
Commissioner. The state has been divided into four divisions viz. Ahmedabad Division
I (comprising of Ahmedabad City), Ahmedabad Division II, Vadodra Division, Rajkot
Division under the administrative control of Deputy Commissioners of Sales Tax, and
each Division is further divided into 2 to 3 ranges which are administered by Assistant
Commissioners of Sales Tax Administrators who supervise the work of a number of
Sales Tax Officers of their jurisdiction and who are incharge of registration,

assessments, recovery of tax etc.

The Deputy Commissioners in the Divisional units have Assistant
Commissioners one each incharge of administration, appeals, audit and enforcement.
The Appellate Assistant Commissioner at the range level entertains appeals filed by

dealers against the orders of the Sales Tax Officers.

There is a departmental training institute which impars training to new

entrants as also conducts refresher courses for its officials.
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6. Appeal/Revision (Remedial Measures)

The first appellate authority in Gujarat State is the Assistant Commissioner
(Appeals), who hears appeals filed by dealers against the orders of Sales Tax Officers.
Deputy Commissioner (Appeals) is the Appellate Authority for the order passed by
Assistant Commissioners and on the orders passed by the Deputy Commissioner. the

first appeal lies to the Tribunal.

~In the case of an order passed in an appeal by an Assistant Commissioner, a
second appeal lies at the option of the appellant, either to the Commissioner or to the

Tribunal.
The Commissioner has powers of suo moto revision.

The Tribunal also hears cases of revision against the orders of the

Commissioner other than those orders passed by him in second appeal or in revision.
There is also a provision for rectification of mistakes of facts.

Reference or statement of a case lies to the High Court only on questions of

law.

7. Checkposts

With the objective of prevention of tax evasion, 33 checkposts and barriers

have been set up out of which four are permanent for keeping close watch on incoming

and outgoing goods.

The driver/person incharge of any vehicle/boat/animal should stop the same at
every check post or barrier, set up or erected to enable the officer-in-charge to examine

the contents carried, and to scrutinise the documents.
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The documents, record of substance of inquiry (in case of tax evasion) are to
be sent to the Sales Tax Officer concerned by the check-post incharge to enable the

Sales Tax Officer to finally assess the tax which was being evaded.
8. Study Team

The Study team set-up under the Chairmanship of Dr. V.V. Ram Subbarao, the
present Commissioner of Sales Tax, has unanimously made the following

recommendations:
i.  Single tier assessment system should be introduced.
ii.  Single point of levy of Sales Tax at the first stage except in few
commodities like oilseeds and oil cakes on which it should be at last
stage. :

1i. Deemed assessment of small dealers.

iv.  One time mass disposal of assessment cases of small dealers pending
upto 1989-90 paying Rs.5,000 or less tax per year.

v.  Reduction of Schedule and tax rates.

vi.  Simplification of Sales Tax structure.
vii.  Opening of Sales Tax Office at Taluka Headquarters.
viii.  Computerisation of Checkposts.

ix.  Opening of Grievance Cell in Commissioners’ Office for attending
the grievances of Public against Department.

x.  Reduction of rate of interest under Section 47(4)(A) under certain
circumstances etc.
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HARYANA

The State of Haryana was created in 1966 after the reorganisation of Punjab.

Apart from the Central Sales Tax Act, 1956, the Haryana General Sales Tax
Act, 1973 is being administered in Haryana. The Punjab Sales Tax Act, 1948 was
initially being applied therein and the Haryana General Sales Tax Act, 1973 was
introduced as an independent Act. Taxation of sales of motor spirit was covered under a
separate statute. With effect from 1.1.1988, however, the Haryana General Sales Tax
Act, 1973, with amendments, incorporates taxation of sales of motor spirit. The

following Acts are also being administered by the Excise and Taxation Department in
Haryana:
i.  The Punjab Passenger and Goods Tax Act.
il.  The Punjab Entertainment Duty Act.
iii.  The Punjab Cinematograph (Show Tax) Act.

iv.  The Punjab Excise Act (including taxation on medicines and toilet
preparations drugs (etc).

v.  Haryana Toll and Road Tax under Motor Vehicle Act.
1. Structure
Importers and exporters in the State are liable to pay tax irrespective of their

turnover whereas all other dealers including manufacturers whose turnover exceeds

Rs.1 lakh, are liable to pay tax.

Point of Levy: The Haryana General Sales Tax Act, 1973 envisages a single-point levy

at the point of purchase or sale.
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Presently, in accordance with the general trend towards the levy of tax at the
first point of purchase or sale, basically luxury items and consumer durables are taxed
at the first stage of sale. All other commodities are liable to tax at the last point of sale

in the State.

Rate Structure: The State has broadly 9 different rate categories. The tax ranges from

0.5 per cent to 12 per cent.

The general rate, however, is 8 per cent which is applicable to non-specified

goods. Liquor (foreign and [.M.F.L) is taxable at 20 per cent.

Surcharge: Surcharge prior to 1.1.1988, at the rate of 2 per cent on the amount of tax

payable was being levied. With effect from 1.1.1988, however, the rate has been

increased to 10 per cent.

No surcharge is payable on the tax payable in respect of declared goods under

the Act.

Purchase Tax: Purchase tax, is leviable on purchase value of certain goods (1) when a
dealer purchases goods, other than those specified in Schedule B (tax tree goods) from
any source in the State and uses them in the State in the manufacture of schedule B
goods or (ii) purchases such non-tax free goods from any source in the State and uses
them in the manufacture of any other goods and either disposes of the manufactured
goods without selling them in the State or makes outside state despatch of the finished
goods otherwise by way of sale in the course of inter-state trade or commerce/export
outside the territory of India or (iii) purchases the non-tax free goods and exports them
so as to avoid tax. Purchases of goods used in the manufacture are taxable and set-oft

provided from the tax payable on their sales.
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Works Contract: Hire Purchase, Leasing: The Haryana General Sales Tax
(Amendment and validation) Act, 1984 and the Haryana General Sales Tax
(Amendment) Act, 1989 have defined ‘Contractor’, ‘Contractee’, ‘goods’ (Section 2

clauses (ba), (bb), (f)) to give tax treatment to works contract.

As per clause (L), note 3 of section 2, a sale falling under sub-clause (ii) of
section 2(L) i.e. under works contract, has to be deemed to have taken place within the
State if the goods involved in the execution of works contract are within the State at the

time of their use. This will be the taxable event.

The taxable quantum, for contractors has been fixed at Rs.1 lakh. The normal
rates of tax applicable to particular class of goods will be applicable. Compounded tax,
at the rate of 10 per cent on gross contract can be paid on the value opted for by any

contractor.

Leasing: In case of Leasing too, the Act of 1989 mentioned above has defined ‘sale’ in

clause L(iv) of Section 2.

As per clause L, note 4 of Section 2, a sale falling under sub-clause (iv) of
section 2(L), i.e. under the transfer of right to use any goods, shall be deemed to have
taken place within the State if the goods in respect of which right to use has been

transferred are within the State at the time of their use. This will be the taxable event.

The taxable quantum with effect from 19.10.1988, in respect of any dealer
who transfers the right to use tents, kanats, chholdari, crockery, utensils, furniture and
all other goods dealt with by the tent dealer and all other allied dealers for decoration
and lighting purposes, etc. etc., is “nil’ i.e. liability starts irrespective of turnover. The

normal rates of tax applicable to particular class of goods, would then apply.
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Exemptions: Schedule B of the Act, lists 61 goods as exempt from tax. These include
vegetables, milk, meat, eggs, common salt etc., books, periodicals, exercise and
drawing books. Goods sold to certain charitable and philanthropic societies such as the
Indian Red Cross Society and St. John Ambulance Association. etc. have been

exempted from tax on social and human considerations.

Taxation of Inputs: No sales tax is leviable on sales of finished goods and raw materials

to new tiny industrial units for a period of 2 years from the date of start in all areas.

Incentive to Industries: Apart from a tax-holiday, payment of Sales Tax and Central
Sales Tax has been deferred for new industries for 9,7 or 5 years depending upon the
location of the unit in zones A,B,C (classification according to the extent of industrial
backwardness). 90 per cent, 60 per cent or 30 per cent of fixed capital investment upto
the overall monetary limit of Rs.4.5 crore, Rs.3 crore or Rs.1.5 crore, as the case may
be, is the benefit made available for all sizes of industry depending upon the zone of
location. Pioneer and prestigious units are eligible to the benefit of deferment upto 100

per cent of the amount of fixed capital investment or Rs.5 crore whichever is less.

2. Registration

Compulsory: Every dealer liable to pay tax is required to get himself registered, that is
every importer and exporter irrespective of turnover whereas it is mandatory for every
dealer whose annual turnover exceeds Rs.1 lakh. However, for dealers new purchase

and sell goods within the State the turnover limit is Rs.2 lakh.
Voluntary: Any dealer who deals in goods (not tax-free goods as mentioned in

Schedule B) and whose sales of such goods during a year exceed Rs.15,000 may apply

for registration, which is voluntary, even though he may not be liable tor registration.
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Provisional: Provisional registration is granted under section 21 of the Act to any
person intending to establish a business in the State for the purpose of manufacturing

goods of value exceeding Rs.10,000 in a year despite the fact that he may not be liable.

3. Assessment

Returns: Registered dealers are required to file quarterly returns within 30 days of the
end of each quarter. The prescribed authority can, however, require any dealer to

furnish monthly return by recording the reasons therefor.

Payment of Tax: Each registered/liable dealer shall pay the full amount of tax due from
him under the Act according to the return before filing the return. Dealers with an
annual tax of Rs. one lakh are required to pay taxes every month and it is obligatory on
all dealers to pay tax on monthly basis during the last quarter ending March 31, in case

yearly tax exceeded Rs.6,000 during the preceding year.

Mode of Assessment: Normally assessments are made annually. However, in special
circumstances the assessment of a dealer can be made on quarterly basis. If the
assessing authority is satisfied without requiring the presence of the dealer and the
production by him of any evidence that the returns furnished by him are correct and
complete, he can assess the amount of tax due from the dealer on the basis of the

returns.

If the assessing authority wants the presence of the dealer and production of
evidence in support of correctness or completeness of returns, he may call him for
production of the books of accounts and other relevant documents to cxamine the same

and assess the amount of tax due from the dealer.

If a dealer fails to comply with the terms of the notice after having furnished
returns, for a particular period, best judgement assessment can be completed within five

years from the expiry of the period under consideration. Such best judgement
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assessment, on reasonable opportunity having been given for being heard, can also be
completed in a case where the dealer does not furnish returns in respect of any period

by the prescribed date, within five years from the expiry of such period.

Unregistered dealers liable to pay tax can also be assessed within the same
period of limitation. In special circumstances, provisional/best judgement assessment in

case of tax evasion/avoidance can be concluded.

There are special provisions also for summary assessment. In respect of a
dealer whose gross turnover in a year does not exceed Rs.3 lakh under both H.G.S.T.
"~ Act and C.S.T. Act and who has shown an aggregate increase of at least 15 per cent in
tax over the tax paid in the year immediately preceding without requiring the presence
of the dealer and production of account books and evidences in support of his returns
subject to the conditions that (i) the dealer should have filed all the returns in time duly
accompanied with declarations, bills of loading, certificates, list of sales and purchases
of goods, as prescribed, during the year under consideration. (ii) tax should have been
calculated at correct rate in the returns and the due amount should have been deposited.
(iii) no offence of evasion of tax was committed or detected for which penalty could be

imposed.
4. Penalty and Prosecution

After getting investigation of offences conducted in accordance with

provisions of section 45, the following offences are punishable with penalty.

Offence Penalty

i. Failure to furnish Not less than Rs.5 but not
returns without exceeding Rs.10 for every
sufficient cause. day of default.

ii. Failure to pay tax due Not exceeding one and a half
according to return. times the amount of tax due
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1.

Failure to maintain
correct accounts
and to furnish
correct retums.

as per return and to which
the dealer is assessed or
liable to be assessed.

In addition to tax, penalty

not less than two twice and

not exceeding three thrice

the amount of tax which would
have been evaded if the turnover
as returned had been accepted

as correct. In case no tax is
payable, penalty ranging from
Rs.100 to Rs.1,000.

In addition to tax, penalty

iv.  Collection of tax on
tax-free goods by any not exceeding Rs.500 or
person, unregistered twice the amount so
dealers collecting tax, collected whichever
registered dealers is higher.
collecting excess tax.

v. Misuse of registration Not exceeding one and a half
certificate. - times the tax payable.

vi. Other offences. Not exceeding Rs.2,000. If the

offence is a continuing one, daily
penalty not exceeding Rs.50 during
the period of continuance.

5. Administrative Organisation

The overall administrative control rests with the Excise and Taxation
Commissioner posted at Chandigarh. There are three Additional Excise and Taxation
Commissioners, one incharge of Sales Tax Administration and the other incharge of
checkposts/barriers etc. and the third dealing with legal matters. There are four Joint
Excise and Taxation Commissioners posted at the headquarters. They respectively
assist the Commissioner and supervise the work of inspecting officers and investigation
wings working at district levels. One Joint Excise and Taxation Commissioner looks
after the work of administration and one Joint Excise and Taxation Commissioner

supervise the Excise work. There is a Deputy Excise and Taxation Commissioner
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posted at headquarters who is incharge of research and investigation. He also assists the
Commissioner. The administration of sales tax in the districts vests with the Deputy
Excise and Taxation Commissioners of each of the 17 districts. These officers
supervise the work of Excise and Taxation Officers working as assessing authorities in
respect of the Central Sales Tax and H.G.S.T. Acts. The Excise and Taxation Officers
assess cases of gross turnover exceeding Rs.5 lakh a year whereas the Assistant Excise

and Taxation Officers assess the cases of gross turnover upto Rs.5 lakh a year.

There are thirteen Deputy Excise and Taxation Commissioners, incharge of
inspection, who have jurisdiction over the district to have effective control over the
assessing authorities in regard to the legality and propriety of the assessment orders etc.
passed by them. They are assisted by an Excise and Taxation Officer and supporting
staff. These are revising authorities. One Excise and Taxation Officer (Enforcement) is
incharge of checking and detecting cases of tax evasion in each district. He is also
vested with powers of assessing authority. One Excise and Taxation Officer looks after
the work of Excise and Taxation Officers (AES) are also posted in the bordering

districts to check evasion of Tax.

There are three appellate divisions each under the charge of a Joint Excise and
Taxation Commissioner (Appeals). Every appeal against the order of the assessing
authority/checkpost/barrier incharge has to be filed before the appellate authority of the

division concerned.

There is an Institute for Training at Karnal headed by Joint Excise and
Taxation Commissioner, designated as principal, assisted by the Excise and Taxation

Commissioner and other Staff.

There is a Sales Tax Tribunal at Chandigarh which hears second appeals.



Sales Tax Systems In India: A Profile

6. Appeal/Revision (Remedial Measures)

An appeal on the order of assessing authority lies to the Appellate Deputy
Excise and Taxation Commissioner and if the order has been passed by the Deputy
Excise and Taxation Commissioner, to the Commissioner and if the order has been
passed by the Commissioner, to the Tribunal. The Excise and Taxation Commissioner
may suo moto revise the orders of Deputy Excise and Taxation Commissioner
(Appeals) or Deputy Excise and Taxation Commissioner, (Administration) or Excise
and Taxation Officer/Assistant Excise and Taxation Officer/Taxation Inspectors on

finding any illegality or impropriety.

There are provisions for rectification of mistakes apparent on the face of the

record.

There are provisions for statement of case to High Court against the orders of

the Tribunal only on questions of law.

7. Checkposts

The State government has errected 67 checkposts/barriers at important points

of entry and exit.

The owner or person incharge of the goods or goods carrier, entering or
leaving the limits of the state, is required to fumnish the relevant documents before the
officer-in-charge of the checkpost, copies of which are to be produced before the

assessing authority at the time of assessment.

Default attracts penalty of Rs.2,000 or 20 per cent of the value of the goods

whichever is higher depending upon the nature of default.
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HIMACHAL PRADESH

The Central Sales Tax Act came into force in Himachal Pradesh in 1956 but
there was no State sales tax until 1958 when the Punjab General Sales Tax Act was
enforced and tax was imposed on some luxury goods. After the reorganisation of States
in 1966, some areas of Punjab were merged with Himachal Pradesh. Only these areas
remained under the ambit of the Sales Tax Act till 1968, when the Himachal Pradesh
General Sales Tax Act was enacted and enforced in the whole of the State. In addition,
the Motor Spirit (Taxation on Sale) Act, 1948, provides for the levy of sales tax on

motor spirit.
1. Structure

Dealers whose annual turnover exceeds Rs.3 lakh are liable to pay sales tax.
Transporters are also made liable for registration. For manufacturers, liability to pay tax
arises if the turnover is Rs.40,000 or more. There is no turnover limit for importers and
they become liable to pay tax with the first sale of imported goods in the State. In the

case of cooperative societies, the turnover limit is Rs.5 lakh.

Point of Levy: Himachal Pradesh General Sales Tax Act is amended to tax all goods
onlv at the first stage with complete switchover to the system of first stage levy, those
dealers who sell only such goods as are proved to have been already subjected to sales

tax would not be required to be registered, as no tax would be pavable by them.

Rate Structure: Rates of tax vary from 0.5 per cent to 10 per cent. Foreign and Indian
made foreign liquor is taxed at the rate of 25 per cent. Bullion and specie are taxed at
0.5 per cent. The rate of 1 per cent is applicable to tractors and all types of yarn.
Groundnut and readymade garments made of handloom or millmade cloth are taxed at

2 per cent. Foodgrains attract 3 per cent tax and chassis of buses and trucks suffer tax at
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3.5 per cent. Other rates are 4 per cent (applicable to declared goods), 5, 8 and 10 per

cent. Schedule A goods such as refrigerators, cigarette cases and cameras are taxed at

10 per cent.

Non-specified (unexempted) goods are taxed at the general rate, which is at

present 7 per cent.
Surcharge: Surcharge is merg&f sales tax and is not payable separately.
A

Exemptions: Schedule B of the Act has a list of goods which are exempted from tax. In
all, there are 65 categories of such goods. These include items of mass consumption,
such as, vegetables, milk, eggs, fresh fruits, common salt, books, etc., and also a large
number of agricultural implements. Some other items have been exempted in order to
encourage local cottage and small industries and include straw covers, fruit packing
cases and solar energy equipment. Conditional exemption has been accorded to articles
of handicrafts sold by Tibetan Refugee Handicrafts-cum-Production Centre, Dalhousie,
other handicrafts sold through Government emporia, goods sold by Dhauladhar Farm
Forestry Projects, Palampur, and foodgrains supplied free of cost by the Government of

India under the Food for Work Programme.

Incentives to Industries: In order to encourage small-scale industries in the State, tax
holiday was provided for a certain period to new industrial units by a notification
issued in 1974. A fresh notification was issued in 1978 prescribing concessional rates
of tax on the sale of goods manufactured by newly set up small-scale units. Goods
which are subject to the rate of 7 per cent are taxed at 2 per cent for the first five years
and at 4 per cent for the next five years. Goods which are normally taxed at a rate
higher than 7 per cent are accorded a concessional rate of 3 per cent for the first five

years and 5 per cent for the next five years.
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2. Registration

Every dealer liable to pay tax has a statutory obligation to get himself
registered. The law also provides for voluntary registration by dealers whose turnover
is below the taxable limit. Any person intending to establish a business in Himachal
Pradesh for the purpose of manufacturing goods of a value exceeding Rs.10,000 a year,

may also obtain provisional registration.

3. Assessment
Returns may be filed monthly or quarterly by all registered dealers.

If the assessing authority is satisfied that the return is correct and complete in
all respects, he may assess the tax payable on the basis of such return. In other cases,
the assessing authority is empowered to call for books of account and other evidence. If
a dealer fails to file a return or produce books of account, etc., in response to a notice
issued in this regard, the assessing authority may complete the assessment on the basis
of best judgement. Where it is found that any turnover has escaped assessment, the
assessing authority may take up the assessment/reassessment at any time within five

years from the expiry of the year to which the tax relates.

4. Penalty and Prosecution

Any dealer who contravenes provisions of the Act or rules is liable to penalty
which may go up to Rs.2,000. In the event of continuing default, a penalty, not
exceeding Rs.50 a day during the period of default, can also be imposed. The law
requires that such penalties may be imposed after giving proper show-cause
opportunity to the defaulter. Any person who is not authorised to collect tax or a

registered dealer who collects tax which is more than the amount due, is also liable to
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pay penalty upto Rs.5,000 or double the amount wrongly collected, whichever is
greater. Failure to file return or to pay due tax is also punishable with penalty which

may be equal to but does not exceed one-and-half times of the amount of tax assessed.
5. Administrative Organisation

The Department is headed by Excise and Taxation Commissioner who belongs
to the IAS cadre. He is assisted at Headquarters by a Deputy Excise and Taxation
Commissioner (HQ), a Deputy Excise and Taxation Commissioner (Inspection), three
Assistant Excise and Taxation Commissioners out of whom one is in charge of legal
matters. The State’s twelve districts have been demarcated into two zones for
administrative convenience. Each zone is headed by a Joint Deputy Excise and
Taxation Commissioner who is also the appellate authority under all the taxation
enactments administered by the Department. In addition there is a flying squad in each

zone functioning under a Deputy Excise and Taxation Commissioner.

An Excise and Taxation Officer is in charge at the district level, except in the
case of Kinnanur District which is headed by Excise and Taxation Officer. In addition,
a number of Excise and Taxation Officers are posted in the districts, according to the

workload and pendency position of assessments in sales tax.

Each district is further divided into smaller circles, placed under Excise and

Taxation Inspectors with clearly demarcated jurisdiction.

6. Appeals

Any dealer aggrieved by any notice issued or any order passed by the
Assessing Authority may appeal to Appellate Authority within 60 days from the date of

order.
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7. Checkposts

The Department has set up checkposts/barriers at strategic points on various
roads in the State to curb tax evasion. Important checkposts/barriers are manned by
ETOs while others are placed under the charge of Excise and Taxation Inspectors. The
person in charge of a transport vehicle is under a statutory obligation to make a
declaration in the prescribed form regarding the goods being transported through the

checkpost.
Note: The Government of Himachal Pradesh has proposed major changes in the

existing Sales Tax Act during January 1991 according to which the entire Sales Tax

Act would be recast. The bill is yet to be given assent.
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JAMMU & KASHMIR

The levy of sales tax in the State of Jammu & Kashmir is governed by the
provisions of the Central Sales Tax Act. 1956, and the Jammu & Kashmir General
Sales Tax Act, 1962. Motor spirits are. however, taxed under a separate enactment

called Jammu & Kashmir Motor Spirits (Taxation of Sale) Act, 2005 SVT.

1. Structure

All dealers except those dealing exclusively in tax-free goods are liable to pay
tax without any limit of turnover. A turnover exemption ceiling of Rs.1 lakh is
specified for all dealers other than those who import goods for sale in the State. The
definition of ‘sale’ includes works contracts and transfer of goods under hire-purchase
system as well as sale of services and amenities in hotels and restaurants. Purchase tax
is also leviable in respect of purchase of taxable goods if no tax is payable under any

other provision of the Act.

Point of Levy: The State has adopted the system of single-point taxation, the tax being
levied on the first point of sale in most cases. However, in the case of liquor, tax is

levied at the stage of last sale in the State.

Rate Structure: The tax rates are specified in the various schedules annexed to the
notifications issued under Section 4 of the JKGST Act. The minimum rate of tax of 4
per cent is applicable to items included in Schedule D of notification SRO 135 dated
29.3.1989. Staple fibre, edible oils, all types of yarn, etc. are taxed at 4 per cent. The

maximum rate of 30 per cent is ievied on Indian made foreign liquor, arms, resins etc.

Surcharge: There is no provision for the levy of additional tax. However, surcharge at 5

per cent of the amount of tax payable is levied irrespective of the quantum of turnover.
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Works Contract: Works contract were brought under the purview of Sales Tax in the
State by the promulgation of Ordinance No.ll of 1970 dated 22.6.1970. Subsequently,
this was incorporated in the Act by Act XII of 1970 dated 24.10.1970. Government
departments, local authorities and corporations are required to deduct tax at source

from the payments made to a contractor and to deposit the same in the Government

treasury.

Exemptions: Section 5 of the J&K GST Act empowers the Government to exempt from
tax any goods or class of goods. Schedule E of the notification issued under this section
is the list of exempted goods which include cereals, common salt and several other
items of mass consumption, and also agricultural implements. Certain exemptions have
been provided with a view to encouraging local cottage and small-scale industries. The
schedule also provides for conditional exemptions. Raw material sold to large and
medium-scale industrial units as well as raw material sold to small-scaie industrial
units registered under the Act have been exempted subject to a declaration in the

prescribed form.

Incentives to Industries: To promote growth of industries in the State, certain
concessions and incentives are provided. Under this scheme, before 1984, all the SSI
units were fully exempt from the tax for the first ten years of starting of production.
From 1984 in the modified scheme full exemption was available for the first 3 years.
Thereafter 75 per cent for 3 years 50 per cent and 25 per cent exemption was allowed
for the next two blocks of 4 years and 2 years respectively. The Government however,
introduced a new scheme from 1.4.1990 granting 100 per cent exemption to SSI units
upto 31.5.1995 and 50 per cent and 25 per cent exemption for a period of 3 and 2 years
respectively. Thereafter, in the case of large and medium scale industrial units recovery
of tax on the inter-State, intra-State sales of goods manufactured by such units upto a
turnover of Rs.5 crore has been deferred for a period of 5 years from the date, the unit

goes into production.
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2. Registration

Every dealer liable to pay tax is statutorily required to get himself registered
under the J&K GST Act. Besides, dealers registered under the CST Act, 1956, are also
obliged to get themselves registered under the GST Act where the import of taxable
goods is involved. Provisional registration can also be obtained by a person who
intends to establish a manufacturing business in the State. Registration once granted
will remain in force unless it is cancelled. Accordingly, renewal of registration is not to

be sought every year.
3. Assessment

Returns: Every dealer liable to pay tax is required to furnish a return of his turnover for
the year within 120 days from the expiry of the year. Besides, a quarterly return too is

called for within 30 days from the expiry of the quarter.

Mode of Assessment: If the assessing authority is satisfied about the correctness and
completeness of the annual return, he may complete the assessment on the basis of the
return. In other cases, assessment can be made after scrutiny of evidences and books of
account. No order of assessment can be passed after the expiry of four years from the
end of the relevant year or after the expiry of one year from the end of the year in
which the return/revised return is filed, whichever is later. But the limitation period for

re-opening an assessment is 8 years from the end of the relevant accounting period.

A scheme has been introduced under which returns showing sales upto
Rs.50,000 are to be accepted without calling the dealer for production of books of

account, etc.

Refund: The Act provides for the payment of interest to the dealer if refund arising

from appellate or revisionary order is delayed beyond 3 months.
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4. Penalty and Prosecution

Offences

a. Carrying on business in contraven-
tion of the provisions of the Act.

b. Failure to furnish return
within the time allowed.

c. Failure to comply with the
terms of any notice issued

Punishment

Penalty upto Rs.500.

Penalty at the rate of

2 per cent per month of the tax

payable as reduced by
the amount of tax paid.

A sum of 20 per cent
of the tax assessed reduced

under Section 7 of the Act, by the tax paid on the

without reasonable cause. basis of quarterly return.
d. Failure to produce accounts, A sum of Rs.50 for each

etc., without reasonable cause. day of default subject

to a maximum of Rs.1,000.

e. Concealing turnover or furni- A sum not less than the
shing inaccurate particulars tax sought to be evaded
thereof. but not exceeding twice

the amount of such tax.

5. Administrative Organisation

The Commissioner of Sales Tax is the head of the Sales Tax Department. The
State has been divided into two divisions, Jammu and Kashmir, each headed by a
Deputy Commissioner of Sales Tax. In addition there are Deputy Commissioners (Tax
Planning), (Judicial) and (Headquarters) in the Commissioner’s office. There is aiso a
Deputy Commissioner posted at the principal checkpost at Lakhanpur, who is also in

charge of the neighbouring small checkposts.
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Jammu division has 14 assessing authorities while Kashmir division has 15.
The assessing authorities function directly under the Deputy Commissioner of Sales
Tax of the respective divisions. Each division has one appellate authority known as
Deputy Sales Tax Commissioner (Appeals), and also a Deputy Commissioner

(Recovery), a Deputy Commissioner (Vigilance) and a Deputy Commissioner (Audit).
6. Appeals

The appeal against any order passed by the assessing authority lies to the

Deputy Commissioner.

Revision: The Commissioner can suo moto call for any proceedings which are pending
before or have been disposed off for the purpose of satisfying himself as to the
correctness, legality or propriety of such proceedings or orders, and may pass such

orders in relation there to as he may think fit.

7. Checkposts

There are three major checkposts in the State, besides minor checkposts at
small railway stations. Transportation of goods across or beyond the notified areas is
permitted only on either a bill of sale or delivery note or certificate of ownership. A
waybill has to be furnished at the checkposts which, then, record the particulars therein
and forward these to the concerned assessing authorities. Goods are subject to physical
verification on sample basis against declaration forms and are liable to be seized in

case of discrepancy. Penal action is taken against defaulters.
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KERALA

The State of Kerala was formed on reorganisation of States in 1956. In the
Malabar Region, which was previously a part of the erstwhile Madras State, sales tax
was being administered since 1939. In the remaining part, viz., Travancore-Cochin,
sales tax had been in existence since 1949. After the formation of the new State of
Kerala, a new legislation, namely, Kerala General Sales Tax Act, 1963, was enacted, in
which a number of commodities were brought under single-point taxation and other

items were subjected to multi-point tax.
The following enactments are in force in the State for the levy of sales tax:

A .Kerala General Sales Tax Act, 1963,
B.Kerala Surcharge on Taxes Act, 1957,
C.Kerala Additional Sales Tax Act, 1978,
D.Central Sales Tax Act, 1956.

In addition to the above, the Department administers (a) the Kerala
Agricultural Income Tax Act 1950 (b) Luxury Tax Act and (c) Kerala Money Lending
Act 1988.

A. KERALA GENERAL SALES TAX ACT, 1963
1. Structure

Every dealer whose turnover is Rs 1 lakh or more becomes liable to pay tax. In
respect of goods coming under the Schedules LILIV and V, this limit is Rs.50,000.

Casual traders and dealers who are agents of non-residents become liable to pay tax,

irrespective of the turnover limit.

76



Sales Tax Systems In India: A Profile

Point of Levy: Kerala is predominantly an agricultural State producing mainly
commercial crops - rubber, spices, cashewnuts, etc. which are exported out of the State.
For its own needs, Kerala imports goods from other States. Such imported goods attract
single-point tax on first sale within the State, while indigenous goods are taxed at the
point of last purchase in the State. Non-specified goods not mentioned in any of the

schedules are subjected to multi-point taxation at the general rate.

Rate Structure: The Kerala General Sales Tax Act has five schedules which specify
commodities and tax rates. The first schedule lists goods under single-point taxation
and prescribes the minimum rate of 2 per cent for bullion and specie and fertilisers, the
maximum rate of 75 per cent for foreign liquor, and other intermediate rates of 4, S, 6,
8, 10, 12, 15, 20, 45, and 55 per cent. Schedule 1l deals with declared goods in respect
of which a single-point tax, not exceeding the rate of 4 per cent is leviable. Schedule III
lists tax-exempted goods. Schedule IV deals with transfer of goods involved in the

execution of works contract and Schedule V deals with goods subject to dual-point tax.

Goods which are not covered by any of the above schedules are taxable at

multi-point at the rate of 5 per cent.

Turnover Tax: Turnover tax is levied on turnover other than the turnover involved in
inter-State sale, export outside India and turnover of exempted goods. The rate of tax is
0.5 per cent. But turnover tax on tea, pepper, ginger, rubber and arecanut is limited to
only one point. Turnover tax is levied on the turnover of oil companies at 3 per cent.
Petrol, diesel, kerosene sold by dealers other than oil companies, fertiliser, chillies,

coriander seed and peas dhall are exempt.

Every dealer other than an oil company, whose total turnover in a year exceeds
Rs.50 lakh has to pay turnover tax at the rate of 0.5 per cent and the oil companies
whose turnover in a year is Rs.50 lakh and above are required to pay turnover tax at the

rate of 3 per cent.
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Turnover tax on the turnover on which tax is leviable under Section SA of the
Act is exempted. (Section SA of the Kerala GST Act - in the circumstances of sale or
purchase of goods on which no tax is payable, under Section S, sales tax is to be paid
on the taxable turnover relating to purchase of such goods if the same are consumed in
the manufacture of other goods for sale or otherwise disposed of or used in any manner

other than by way of sale or despatched outside the State except as a result of sale).

Purchase Tax: Goods like rubber and other cash crops produced within the State are
taxed at the point of last purchase in the State. Besides this purchase tax under section
S5A is payable by every dealer who purchases from a registered dealer or from any other
person any taxable goods for which no tax is payable and either consumes such goods
in the manufacture of other goods for sale or disposes of them in any manner other than
by way of sale in the State or despatches them to any place outside the State (except in

the course of inter-State trade or commerce) is liable to pay purchase tax.

Works Contract: Works contract has been defined to mean - transfer or any agreement
for carrying out for cash or for deferred payment or for other valuable consideration,
the construction, fitting out, improvement or repair of any building, road, bridge or

other immoveable property or the fitting out improvement or repair of any moveable

property.

The threshold of turnover is fixed at Rs.75,000 and the labour charges are
deductible from the total turnover of the works contract subject to tax. There are 20
types works contract liable to tax and the rate of tax applicable is 5 per cent. Recently
compounding system of payment of taxes for works contract relating to construction ot

buildings, bridges, roads and dams is introduced.

Exemptions: As already stated, Schedule 111 of the KGST Act enumcrates commodities
which are exempted from tax. These include salt, vegetables, fresh truits, eggs and a
few other items of mass consumption. The sale or purchase of goods by certain

institutions or dealers has been exempted by issue of special notifications, subject to
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the fulfilment of certain conditions. Sale of readymade khadi garments by dealers who
exclusively deal in khadi comes under this category. Sale by cooperative societies and
institutions recognised by Khadi and Village Industries Commission is also exempted
from tax. Sale of foodgrains by the Food Corporation of India to the Government of

India under the Food for Work Programme is also exempted from tax.

Taxation of Inputs: Under the KGST Act, tax is levied at 4 per cent on the sale of
industrial raw material, component parts, containers or packing material to be used for
the manufacture of other goods which are sold within the state or sold during the course
of inter state trade or commerce. Concessional rate of 4 per cent sales tax on goods
purchased for use in the manufacture of goods is made available to all the goods
manufactured even if the goods manufactured are consigned and despatched to

branches outside the state.

Incentive to Industries: The rate of sales tax on goods produced by large and medium
scale industries in ‘no industry’ districts of Waynad and Idukii is reduced to 2 per cent.

2. Registration

Every dealer whose total turnover in any year is not less than Rs.1 lakh is
under statutory obligation to get himself registered. Besides, every dealer carrying on
business in all or any of the goods mentioned in the first, second, fourth and fifth
schedules with the total turnover in respect of those goods not less than Rs.50,000 is

also under legal obligation to register.

Other dealers may obtain voluntary registration even if their tumover is less

than the statutory limit.
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3. Assessment

Returns: Dealers who are liable to pay tax under the Act and any other dealer registered
under this Act are bound to file returns relating to their turnover. The returns may be
filed on monthly or quarterly basis. The last date for filing the return is 15th of the
month following. Dealers liable to pay tax and having taxable turnover of less than
Rs.10,000 have to file quarterly returns. Other dealers have to file monthly returns. The
return has to be accompanied by proof of payment of tax. Besides, every dealer liable
to pay tax under the Act, irrespective of the quantum of the total turnover, and other
dealers whose total turnover for the year is not less than the minimum specified, have

to file annual return before Ist May each year.

Mode of Assessment: If the assessing authority is satisfied that the return filed is
~nmplete and correct, he may complete the assessment on the basis of such return.
Otherwise, he may direct the dealer to produce accounts and other evidences and if
necessary, make assessment on the basis of best judgement. If it is found that the
turnover has escaped assessment for any year, the assessing authority may complete the
assessment/re-assessment within four years from the end of the relevant year on the

basis of best judgement.

Returns of the dealers with the total tumnover of Rs.S lakh for the year are
assessed on the basis of return by accepting the same for any two years out of three
consecutive years, if such a dealers total turnover as assessed under the KGST Act

according to the latest completed assessment is Rs.5 lakh.

There is a provision for protective assessment under the KGST Act. when the

assessing authority has reason to believe that any person is or was carrying on business
in the name of or in association with any other person, both would be jointly and

severally responsible for payment of taxes, penalty or other amount due as if they are

dealers, after hearing them.
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4. Penalty and Prosecution

Penalty: Defaults under the Act attract penalty and fines are imposed if the dealer is

convicted. The various defaults and the penalties leviable are as follows:

Default Penalty

Failure of a dealer to get himself An amount not exceeding
registered. twice the amount of

sales tax evaded or
Failure to keep true and complete sought to be
accounts. evaded; where it is

not practicable
Failure to submit any return in to quantify the
accordance with rules. fine, an amount

not exceeding Rs.5,000.

Submitting untrue or incorrect
returns.

Failure to comply with any or all
terms of any statutory notice, etc.

Prosecution: The various offences under the Act and the amount of fine that can be

imposed are given below:

Knowingly submitting an untrue
return or failure to submit a
return as per law.

Failure to keep true and Fine upto Rs.1,000.
complete accounts.

Dishonestly objecting to or failure
to comply with the terms of notice.

Failure of dealer to get
himself registered.
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For offences such as obstruction to search or inspection by the sales tax
authorities and a few others, simple imprisonment upto six months has been prescribed

under the Act.
B. KERALA SURCHARGE ON TAXES ACT, 1957

The levy of surcharge is governed by the Kerala Surcharge on Taxes Act,
1957. No surcharge is leviable if the turnover is upto Rs.1 lakh only. A total turnover
range of Rs.1 lakh to Rs.10 lakh attracts surcharge at the rate of 5 per cent of sales tax,

while a total turnover above Rs.10 lakh is subject to surcharge of 8 per cent.
C. KERALA ADDITIONAL SALES TAX ACT, 1978

Kerala Additional Sales Tax Act, 1978 was introduced with effect from
1.4.1978. Initially the rate was 10 per cent on the tax due. At present, additional sales

tax is levied at the rate of 25 per cent on the tax due.

5. Administrative Organisation

The administration of the Sales Tax Department is vested with the Board of
Revenue (Taxes). The Member, Board of Revenue is in charge of the agricultural
income tax and sales tax departments and thus functions as the Commissioner of Sales
Tax as well as Agricultural Income Tax. He is assisted in day-to-day administration by
two Secretaries, one 1AS Officer and another senior Deputy Commissioner and other

supporting staff, three Assistant Secretaries and one Inspecting Assistant Commissioner

(Audit).

To supervise the work of the field staff, there are 10 District Deputy
Commissioners. Besides, there is a Deputy Commissioner (Intelligence) attached to the
Board of Revenue (Taxes) with headquarters at Trivandrum controlling the Intelligence

Wing. There are nire Inspecting Assistant Commissioners (Intelligence) to assist the
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Deputy Commissioner (Intelligence). A Deputy Commissioner (Law) provides legal
advice to the Department and liaisons with the Advocate General in the matters before
the High Court. A Deputy Commissioner (Training) is in charge of the training
institute. Law Officers, in the cadre of ACs are State representatives in the Tribunal.

There are 24 Inspecting Assistant Commissioners to supervise the work of the
Sales Tax Officers. In the assessment wing, there are two categories of assessing
officers dealing with assessment work - (i) Assistant Commissioners (Assessment) and
(ii) Sales Tax Officers. Their work relates to administration of the Central Sales Tax
Act and the Kerala General Sales Tax Act, and includes functions under the Additional

Sales Tax Act and surcharge on Taxes Act.

Assessment work of the Special Circle of the Sales Tax Office is looked after
by 26 Assistant Commissioners (Assessment). They deal with the cases in which

annual taxable turnover involved exceeds Rs.15 lakh.

6. Appeals and Revisions

. The first appeal lies to Appellate Assistant Commissioner and Deputy
Commissioner (Appeals). The Deputy Commissioner of the district may suo moto or on
application call for and examine any order passed by the officers other than the

Appellate Assistant Commissioner.

Appeals to Tribunal lie against the orders of Appellate Assistant
Commissioners and Deputy Commissioner (Appeals) suo moto revision orders of the

Deputy Commissioners.
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The Board of Revenue may either suo moto or on application call for and
examine any order passed or proceeding recorded under the Act and revise any such
order within four years from the date of such order. The Board of Revenue also
entertains the applications against the revision orders passed by the Deputy

Commissioner.

Any person aggrieved by the suo moto revision orders passed by the Board of
Revenue may appeal to the High Court. The High Court may revise orders passed by

Appellate Tribunal in Tax revision cases.

Rectification of Mistakes: An assessing authority, appellate or revising authority
(including the Appellate Tribunal) on application or otherwise at any time within three
years from the date of any order passed by it, rectify any error apparent from the

records.

7. Checkposts

There are 50 sales tax checkposts functioning in the State for checking illicit
transport of goods and to prevent evasion of tax. 41 checkposts are located on the
borders of the State while the remaining 9 are internal. Every person who transports
goods has to file a declaration at the checkpost in the prescribed form. The authorities
at the checkposts are empowered to inspect the goods to verify whether the declaration
is in order. The authorities have also the power to take necessary penal action if a false

declaration, etc., is detected.

Where the person-in-charge of the vehicle carrying goods is found to be in
_collusion for carrying of such goods, the vehicle also would be detained unless the
security as provided under Section 29A(2) is furnished and if the same has committed
offence. Subsequently, the vehicle could be detained for a period not exceeding 30 days

from the date of furnishing the security. Further where the goods transported are found
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to have not suffered taxes on the dealer, or has at any time defaulted payment of any
tax for any period, the transport of goods is allowed only after realising the tax and if
the said tax is not paid, goods are detained and dealt with as provided under the Act.

When vehicles carrying goods from any place outside the State and bound for
any place outside the State pass through the State, the person in-charge of the vehicle
has to obtain transit pass for such goods from the checkpost officer of the first
checkpost after his entry into the State and deliver it to the officer in-charge of the last
checkpost before his exit from the State, as per Section 30B of the Kerala General Sales

Tax Act.
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KARNATAKA

Sales tax was introduced in Karnataka in 1948. As a result of reorganisation of
States in 1956, the new State of Karnataka was formed by merging the old Mysore
State, parts of the erstwhile States of Bombay, Madras, Hyderabad and Coorg.

The Karnataka Sales Tax Act, 1957 was to apply to the entire State. The
different sales tax laws administered in the integrated areas were all consolidated into
one Act effective from 1.10.1957.

Some major changes were brought about in the scheme of the Act on the
recommendations of Shn Boothalingam and Prof. I.S. Gulati. Sales Taxation in
Karnataka is enforced by the Central Sales Tax Act, 1956 and the Karrataka Sales Tax

Act. 1957.

1. Structure

Every dealer whose total turnover in any year is Rs.2 lakh or more is liable to
pay tax on his taxable turnover (Section 5(a)). Dealers registered under the Central
Sales Tax Act, 1956 purchasing any goods in the course of inter-State trade or
commerce in respect of which tax at concessional rate under Section 8(1)(b) has been
levied (Section 5(2)), every casual trader and the non-resident dealers and their agents
dealing in non-exempted goods are liable to pay tax on their taxable turnover (Section

5(b)) irrespective of the quantum of turnover.
Point of Levy: In the State of Karnataka, there is a composite system of (a) single point

levy (i) either at the point of first sale or last sale (Schedule II under Section 5(3)(a) or
(ii) at the point of first purchase or last purchase (Schedule III under Section 5(3)(b});
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Schedule IV under Section 5(4)) (b) dual-point levy (both at the point of first sale and
last sale) Schedule VIII under Section 5(3c) and (c) multi-point levy in its sales tax
administration.

Rate Structure: Schedule II, in accordance with Section 5(3)(a) enumerates,
alphabetically, in 23 groups, the 190 goods which are subject to single-point levy at the
point of first sale. The tax ranges from 1 per cent to 200 per cent.

As per Schedule IV, in accordance with Section 5(4) of the Act, the declared
goods are taxable at the rate of 4 per cent mostly at the first point of sale. Sesamum/til/
gingili seeds etc., cotton seed, other oil seeds etc. barley, however, are taxable at the
rate of 4 per cent (the latter three at first point of sale). Cotton yarn, rice paddy and
wheat, pulses, etc. are taxable at the rate of 2 per cent. Groundnut, copra are taxable at
the rate of 4 per cent. Goods which are not exempt and yet not mentioned in any

schedules, i.e. non-specified goods, are taxable at the rate of 7 per cent (a multi-point

levy).

Schedule VIII, under Section 5(3-C), lists 16 goods subject to double point
levy. The tax rates are 2,3,4,5 per cent. Some examples: Alcoholic liquor (including

toddy, beer etc.) is taxable at the rate of 5 per cent.

In accordance with Section 5-B, Schedule VI lists 29 types of works contracts

the tax rates being 5,6,7,8,10,12 and 15 per cent.

Schedule VII, under Section 5-C, lists 13 types of transfer of right to use

goods, including horses, the tax rate being S per cent.
Turnover Tax: Turnover tax, which is a multi-point levy, came into force in 1981 and

was leviable on the turnover of those dealers whose annual turnover exceeded Rs.1

lakh. The tax rate was 0.50 per cent.
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With effect from 1.4.1990, however, the minimum turnover limit was raised to

Rs.10 lakh. The rates at different slabs are as under (Section 6-B).

Rate of Tax
(per cent)
i.  Where the total turnover of a Nil
dealer in a year does not
exceed Rs.10 lakh.
ii.  Where the total turnover in a 1.25
year exceed Rs.10 lakh but is
less than Rs.200 lakh.
iii. ~ Where the total turnover in a 2.5
year is not less than Rs.200 lakh
but less than Rs.500 lakh.

There are certain statutory deductions on account of declared goods, tax-free

goods, inter-State export sales etc.

This multi-point tax is not recoverable from buyers. There are penal provisions

for violation.

Purchase Tax: As already pointed out, there are a number of goods which are subject to
a single point purchase tax either at the first or at the last point of purchase. In
accordance with Section 5(3)(b), Schedule Il enumerates these goods. The tax rates are

3,4,5 and 13 per cent.

In addition, under Section 6, purchase tax is leviable under certain
circumstances. When a dealer purchases any taxable goods in the circumstances in
which no tax is leviable on the sale price of such goods and he either consumes such

goods in the manufacture of other goods for sale or otherwise or despatches these goods
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out of the State except as a direct result of sale or purchase in the course of inter-state
trade or commerce, he is liable to pay tax on the purchase price of such goods at the

same rate at which it would have been leviable on the sale price of such goods.

As per the provisions of Section 25-B of the Act, with effect from 1.4.1990,

purchase tax, ad-valorem, on sugarcane at the last purchase point is leviable.

Works Contract, Hire Purchase, Leasing: For covering works contract under the net of
sales tax, the definition of the terms ‘dealer’ (Section 2(k), (viii), ‘goods’ (Section
2(m), ‘sale’ (Section 2(t)(ii), ‘turnover’ (Section 2(v) have been enlarged.

Schedule VI, lists 29 types of works contract which are taxable at rates
ranging from 5 per cent to 15 per cent. Fabrication and erection of structural works etc.,
installation of doors etc., ship and boat building etc. are subject to tax at the rate of 5
per cent. Programming and providing of computer software, processing and supplying
and installation of electronic photographs etc., fire fighting equipment and devices are

taxable at the rate of 6 per cent.

Deduction at Source: Central Government, or any State government, or an industrial,
commercial or trading undertaking of the Central government or of any State
government or a local authority or a statutory body are empowered to deduct taxes out
of the amounts payable by them to the dealers executing works contracts specified in
Schedule VI of the Karnataka Sales Tax Act 1957 at the rate of 2 per cent in respect of
civil works executed and at the rate of 4 per cent in respect of other works contracts

enumerated therein and remit to the government treasury.
Leasing: ‘Leasing’ has also been brought under the net of taxation. For, this, definition

of the term, ‘dealer’ (Section 2(k)(x))) ‘sale’ (Section (t)(iv)); ‘turnover’ (Section 1)(v))

have been enlarged.
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Section 5-C provides for the levy of tax on the annual taxable turnover in
respect of the transfer of the right to use any goods for any purpose, whether or not for
a specific period. Leasing machinery, cars, videos etc. enumerated in Schedule VII are

taxable under this.

Exemptions: In accordance with Section 8, Schedule V enumerates 62 goods which are
exempt from tax without or with conditions; goods of mass consumption like, fresh
fruits, eggs and meat, fish, fresh milk, etc., kumkum, glass and plastic bangles, etc. are
exempted and some of the conditional exemptions are canteen stores sold to Canteen
stores department of Government of India, goods sold to the Indian Aid mission, Nepal,
children’s toys costing upto Rs.20, wheel chairs, crutches used by the

handicapped/sick.

Taxation of Inputs: As per Section 5-A, sale of any industrial input (component part,
raw material, packing material) to registered dealers intending to manufacture goods

out of the same within the State for sale would be subject to a concessional rate of tax

of 4 per cent or the rate specified in Section 5, whichever is lower, subject to the
proviso that the selling dealer shall furnish the declaration to the appropriate assessing
authority from the purchasing dealer, the requisite declaration having been obtained

from the prescribed authority.

Incentives to Industries: Under the new scheme of incentives to industries, tiny
industrial units and SSI units (new or expanding) are exempt from payment of taxes for
a period of 7 years and 5 years respectively from the date of commercial production or

from the notification whichever is later.

The tax payable by large/medium industries in Zone Il and I are deferred for
a period of 7 years and S years respectively subject to certain ceilings and limited to 50
per cent of the value of the fixed assets prescribed separately for large/medium

industries and tax deferred is treated as interest free loan.
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Another new incentive scheme has been introduced during October 1990
where the new industries get concessions. The 1990 package otfers further concessions
to units falling under the thrust sectors, 100 per cent export oriented units specified in
zones, units which are agro-based in nature. units in telecommunications and
electronics sectors etc. The latest package offers a tax holiday rather than a deferment
of reduction in rate, in order to afford price competitiveness and to avoid possible

administrative bottlenecks.

Composition Benefit: Dealers are also granted an option to avail of the benefit of
composition under which dealers other than those dealing in goods taxable at first sale
point, casual dealer, dealer registered under the CST Act, non-resident dealers,
commission agents, may opt to pay in lieu of the amount of tax payable by them during
any year by way of composition, a lumpsum amount as specified in the Act, based on
the turnover slabs for the dealers and hoteliers (whose turnover does not exceed Rs.S
lakh and Rs.15 lakh respectively) and to the contractors executing works contracts (on

their total turnover).
2. Registration

Every dealer whose total turnover in any year is not less than Rs.2 lakh and the
casual dealers, dealers registered under the CST Act, 1956, managers, agents of
non-resident dealers, millers irrespective of their turnover are statutorily required to get
themselves registered. There is a provision for voluntary registration also.
3. Assessment
Returns and Payment of Tax: All categories of dealers liable to registration are required

to file statement of turnover on monthly basis in Form 3 along with the proof of

payment of full amount of tax before the 20th of the subsequent month.
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An annual return in Form 4 is required to be filed within 60 days of the close
of the year concerned by every registered dealer. Small scale industrial undertakings

and small dealers could pay tax within 20 days after the close of the quarter concerned.
Mode of Assessment: Ordinarily assessments are completed on an annual basis.

If the assessing authority is satisfied that any return submitted is correct and
complete, he can assess the dealer on that basis. A Provision for summary assessment
on the basis of return/returns, alongwith the requisite forms, declarations, etc., under
certain conditions laid down also exist. In cases where the return is not filed or appears
to be incorrect or incomplete (when filed), the assessing authority can complete
assessment to the best of his judgement after having given the dealer, a reasonable

opportunity of being heard.

In cases where the turnover (for any period) of a dealer has been proved to
have escaped assessment or has been under - assessed or has been assessed at a lower
rate than the appropriate rate or any deductions or exemptions have been wrongly
allowed, the assessing authority may at any time within a period of eight years from the
expiry of the year concerned, complete assessment/reassessment (Section 12-A). The

period of limitation for assessments is three years from the date on which the return is

submitted by a dealer.

4. Penalty and Prosecution
Penalties: In cases where the best judgement assessment under Section 12(3) is

resorted to, in addition to the tax assessed, penalty upto one and a half times the tax due

or tax assessed (in a case of non-filing of return), as the case may be, can be imposed.
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In case of best judgement assessment of escaped turnover, under Section

12-A, in addition to the tax assessed. a penalty not exceeding one and a halt times the

tax assessed is imposable. In respect of default of short payment of Advance Tax (if it

is short by more than 15 per cent of the due tax) penalty upto 1.5 times of the deficit

amount in addition to the tax due is imposed.

If any person who is not a registered dealer collects tax or a registered dealer

collects tax at a rate exceeding the rate specified in the Act, or any person collects tax

on tax-free goods or any dealer violates conditions of compounding of tax or of

exemption under recognition or recovers turnover tax, penalty not exceeding one and a

half times the amount realised, can be imposed.

Prosecution: Some offences, as noted in Section 29 are punishable, on conviction, with

the following:

Categories I Offence

Failure to submit return in
accordance with provisions
and rules (Section 12 and
relevant rules).

Dishonest objections to or
failure to comply with,
the recovery notice
(Section 14(1)).

Failure to pay tax,
penalty in time.

Failure to keep true,
complete accounts
(Section 26).

A dealer (or a miller)
failing to comply with the
order of production of

Accounts/documents (Section 28).
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Failure to submit monthly
statement.

Category Il Offences

Deliberate submission of an
untrue return or non-submission
of areturn (in the case of a
liable but not assessed earlier).
Non-furnishing of security in
the matter of registration, in
the matter of taxation of
industrial inputs (on the
strength of declaration)
(Section 5-A), in the matter
of transportation of goods

etc. (Section 28-A(2).

Willful submission of untrue
statement in connection with
payment of tax in advance
(Section 12-B).

A liable dealer’s failure

to get registered.

Prevention of, or obstruction
to, inspection, entry, search,
seizure. (Section 28) by
competent officers.

Prevention of, or obstruction

to inspection of vehicle/boat/
seizure ot goods by check-post
barrier incharge (Section 28-A).

Tampering of seal put by
inspecting authorities
(Section 2 clause (iii)
and Section 2(2A).

Fraudulent evasion of payment
of tax/dues (Section 13).

Unregistered dealer collecting

tax/registered dealer collecting
tax at rate/rates higher than
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of tax/dues punishable with
simple imprisonment upto 12
months or with a fine
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that stipulated (Section 5) or
for works contract (Section 5B)
or for leasing (Section 5C)
(Section 18(1), Section 18(2)).

Collection of Turnover Tax by
liable dealer (in violation of
Section 18(3)).

Wilful violation of tax
provisions and rules.

5. Administrative Organisation

The Commercial Taxes Department is headed by the Commissioner of

Commercial Taxes who is an officer in the rank of super-time scale of .A.S.

Apart from Sales Tax (the major tax) other taxes such as Entertainment Tax,
Agricultural Income Tax, Entry Tax, Profession Tax, Luxury Tax and Betting Tax are
also administered by the Department. The Commissioner is assisted at the State level
by four Joint Commissioners (Vigilance, Legal, Headquarters and Additional
Commissioner Intelligence cum Coordination) Deputy Commissioner (Legal),

Assistant Commissioners and a number of other officers.

The Commissioner’s office has a Legal Cell, Special Cell, Vigilance Cell and
an In-house Computer Centre to assist the Commissioner in the respective fields for

p'anning, controlling and co-ordinating the activities of the department.

The State is divided into 9 administrative divisions of the Commercial Taxes
Department. Each Division is headed by a Deputy Commissioner of Commercial Taxes
(Administration) and he is responsible for administration of various Acts of the
department in the division under his jurisdiction with the assistance of Commercial Tax

Officers and Assistant Commercial Tax Officers in his office.
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Each Division has a number of Assistant Commissioners of Commercial
Taxes (Assessment), Commercial Tax Officers and Assistant Commercial Tax Officers
who carry out work of registration, assessments etc. An Assistant Commissioner of
Commercial Taxes (Assessment) holds jurisdiction in respect of dealers whose annual
tax liability is Rs.1.5 lakh in Bangalore and Rs.1 lakh in Mangalore cities and
Rs.75,000 in other places. A Commercial Tax Officer assesses dealers with annual
turnover of Rs.2.5 lakh and above but where the tax liability is less than that is required
in the cases for Assistant Commissioners. The Assistant Commercial Tax Officers hold
jurisdiction over dealers having a total turnover of less than Rs.2,50,000 in a year.
These Commercial Tax Officers and Assistant Commercial Tax Officers are also
entrusted with the work of administration of Entry Tax Act, Profession Tax Act,
Luxury Tax and Entertainment Tax Act. There are Agricultural Income Tax Officers,
Assistant Agricultural Income Tax Officers, Assistant Profession Tax Officers for
administering the Agricultural Income Tax Act and Profession Tax Act (in respect of
professions) and assist the Deputy Commissioner of Commercial Taxes

(Administration) in the Division.

There are four Intelligence Wings, north zone with headquarters at Belgaum,
south zone with headquarters at Bangalore, west-zone with headquarters at Mangalore
and East Zone with headquarters at Bellary. These divisional zones are headed by the
Deputy Commissioners of Commercial Taxes (Intelligence) both from the [.A.S. Cadre

and from the Department.

At the Divisional level there are separate Deputy Commissioners of
Commercial Taxes (Appeals) and Assistant Commissioner of Commercial Taxes

(Appeals) to dispose of appeals against the assessment orders of assessing authorities.

There are four Sales Tax benches of the Karnataka Appellate Tribunal each of

which has a Additional Commissioner of Commercial Taxes as a sitting member.
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6. Appeal/Revision (Remedial Measures)

Section 20 of the Act provides for first appeals. The Assistant Commissioner
of Commercial Taxes (Appeals) and the Deputy Commissioner of Commercial Taxes
(Appeals) respectively are empowered to hear appeals against the orders of Assistant

Commercial Tax Officers and the Commercial Tax Officers.

The Assistant Commissioners, Commercial Taxes (Appeals) and Deputy
Commissioner Commercial Taxes (Administration) exercise first stage suo moto

revisional powers.

The appellate Tribunal, Karnataka, is the second appellate authority to hear
appeals against the orders (either appellate orders or revisional orders) passed by the
ACCT&C.CT.

The Commissioner of Commercial Taxes and Joint Commissioner of
Commercial Taxes -have powers to revise suo moto orders of any of the subordinate
officers prejudicial to the interests of revenue. Any revision against the orders of the

Appellate Tribunal, only on questions of law, lie to the High Court.

Appeals against the suo moto revisional orders of the Commissioner of
Commercial Taxes or the Joint Commissioner of Commercial Taxes also lie to the

High Court.

Under Section 25-A, each assessing, appellate, revising authority has the

power to rectify mistakes apparent from the record.
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7. Checkposts

There are 40 stationary checkposts, two mobile checkposts at Bangalore, two
control rooms - one at Bangalore and the other at Hubli. The checkposts and barriers
have been set up according to the provisions of Section 28-A with a view to prevent or
check evasion of tax under the Act. The owner or person in charge of a goods vehicle
or boat has to carry with him a goods vehicle record, a trip sheet, or log book, as the
case may be, and a bill of sale or delivery note obtained from the prescribed authority
and other documents and declaration as prescribed for production before the Assistant
Commercial Tax Officer incharge of checkpost/barrier and stop the vehicle to enable

him to examine and inspect the contents in the vehicle and all relevant documents.
Violation will attract penalty upto double the amount of tax leviable; goods in

lieu of penalty are taken into possession, which, if the penalty is not recovered could be

auctioned to recover the same.
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MADHYA PRADESH

Madhya Pradesh had initially limited sales taxation in 1939, when tax on retail

sales of petrol and lubricants was imposed.

Prior to its reorganisation in 1956, the General Sales Tax (GST) was imposed
under the Act of 1947 and it was a single point levy. This Act was replaced by the
Madhya Pradesh General Sales Tax Act, 1958 (MPGST) which is in force with
amendments up-to-date along with the Central Sales Tax Act, (amended upto date).

1. Structure

Turnover exemption limits for sales tax liability of different categories of

dealers under the Act are as under:

i.  Rs.10,000 in the case of an importer, dealer who imports into the
State, goods (other than lottery tickets) of the value not less than
Rs.1,000 in a year.

ii.  Rs.20,000 in the case of a manufacturer who manufactures in a year
non-notified goods of the value not less than Rs.3,000.

iii.  Rs.1 lakh in respect of co-operative societies dealing exclusively in
the products of members not aided by hired labour.

iv.  Rs.50,000 in respect of dealers executing works contracts.

v.  Rs.1lakh in respect of other dealers.

Point of Levy: Tax is mainly levied at the point of first sale by a registered dealer. The
goods mentioned in parts II to VI of Schedule II are illustrative of such first point levy.
Nevertheless, goods mentioned in part 1 of Schedule II such as paddy, unginned cotton

are taxed at the last point of sale. Even cooked food, bones of animals -including
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powdered bones, horns and hoofs, chapri, lac, wax and honey mentioned in part I of

Schedule II are such items. It is evident that almost all commodities are subject to first

point levy at first sale.

Rate Structure: Schedule II of the Act categorises, in six parts, the rates of tax in
respect of a large number of commodities. Part I, includes paddy, cooked food,
unginned cotton, animal bones including powdered bones, horns and hoofs, wax and
honey. The tax varies from 2.5 per cent to 6 per cent. In part II' of the Schedule, 42
entries are listed. The tax rates generally vary from 14 per cent to 16 per cent. Cameras,
ivory products (excluding ivory Banque) precious stones etc. and such other luxury
items are taxed at 16 per cent. Aviation spirit, petroleum products etc. are taxed at 14
per cent. Timber, however, is taxed at 18 per cent. Lottery tickets are taxed at 25 per
cent. Foreign and Indian made foreign liquor are taxed at 50 per cent upto 31.3.1991

w.e.f. 1.4.1991 no tax is levied on Indian made foreign liquor as it is merged with

Excise.

Part III has 97 entries of which 88 are taxed at 12 per cent (Examples-purses,
watch straps, toilet articles, musical instruments, etc). The rest of the items are taxed at
10 per cent (Examples - tyres, tubes, tea, coffee, bicycles etc.) or 6 per cent or 3 per
cent. Parts [V and V consist of declared goods and certain essential commodities with a

tax ranging from 2 per cent to 8 per cent.

The general rate of tax of 8 per cent is indicated in part VI of Schedule I1
which is applicable to all items which do not figure in any other part of the Schedule

and are not exempt from tax under Schedule 1.

Purchase Tax: There are two aspects of the levy of purchase tax. (1) Under
sub-section (1) of Section 7, there is a provision for the levy of purchase tax when
every dealer who in the course of his business, purchases any goods specitied in
Schedule 1I trom a registered dealer or any other person under the circumstances in

which no tax under Section 6, (levy of tax) is payable by the registered dealer and the
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goods are not sold either within the State or in the course of inter-state trade or
commerce but are sold or disposed of otherwise (2). Under sub-section (2) of Section 7
itself, purchase tax on goods, other than tendu leaves, opium, including raw opium and
whole pulses, purchased by a registered dealer for consumption or use as raw material
or incidental goods in the manufacture or processing of goods for sale or in the mining
of goods or in the generation or distribution of electricity or any other form of power,
shall be charged at the concessional rate of 4 per cent. If the tax payable under
sub-section(1) on the purchase of such raw materials or incidental goods is at a lower
rate than 4 per cent, the tax payable under sub-section (2) shall be calculated at such

lower rate or such other lower rates as may be notified by the State government.

Works Contract: As a result of the 46th constitutional amendment, the Madhya
Pradesh General Sales Tax (Amendment) Act No. 32 of 1984, works contract, as
deemed sale, has been covered under sales taxation. The turnover limit of taxation is
Rs.50,000. The taxable turnover is determined in accordance with the provisions of
Section 2(r) of the Act and the tax is levied at the rates specified in Schedule II. The tax

rate and the taxable event have not been specified.

Exemptions: The State government has the power to exempt by issue of a notification
any class of dealers, any goods or class of goods from the payment of tax. Schedule I of
the Act, lists 74 items exempt from tax. This includes agricultural implements, certain
inferior variety of grain, eggs, meat, vegetables, fresh milk etc. Certain other items such
as handlooms, kumkum and sindhur, braille education kits have also been exempted on
social and humanitarian grounds. Exemption has also been provided to sales of
products of khadi cottage industry, products of village industries such as bee-keeping,
cottage match/pottery industry subject to production of certificate from the Khadi and
Village Industries Commission/Madhya Pradesh Khadi and Gramodyog Board.

Taxation of Inputs: Under sub-section (2) of section 7 of the Act, purchase tax at
concessional rate of 4 per cent is leviable on purchases for consumption or use as raw

material or incidental goods (other than tendu leaves, opium including raw opium and
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whole pulses) in the manufacture or processing of goods for sale or in the mining of
goods or in the generation or distribution of electricity or any other form of power. This
concession is, however, subject to the restrictions and conditions as may be prescribed
by the State government. Apart from this, the finished goods have to be sold within the
State or in the course of inter-state trade or commerce or in the course of export out of

the territory of India.

Where the tax on the purchase of such raw material is less than 4 per cent, the
tax payable shall be calculated at such lower rate or such other lower rate as may be

notified.

Set off or refund of tax is allowed for tax-paid goods consumed or used as raw
material or incidental goods in the manufacture or in the processing of any goods or in
the mining of any goods specified in Schedule II as taxable. The set off is allowed at a

rate equal to the difference between the full rate of tax and the concessional rate of tax.

Incentives to Industries: Industrial units established in the State after 1st April, 1981
were exempted from tax till 31st July 1986 both under the Madhya Pradesh General
Sales Tax Act and Central Sales Tax Act in respect of sales of finished products within
the State. The subsequent sales of the finished products of these industries were also
exempt from tax. Exemption was aiso accorded to sale/purchase of raw materials to be
used in the manufacture of finished products. But with effect from 1.8.1986 the
exemption/deferment from payment of sales tax on finished goods was extended for a
turther period of two years.The exemption from payment of tax on purchase of raw
materials or incidental goods has been withdrawn. But the option to the old units to
avail of the double benefit has been given. New units too could avail of the same. The
limit of exemption/deferment of tax to the extent of 90 per cent of capital investment in
fixed assets upto Rs.10 lakh only has been waived in respect of High-tech and high
value adding small scale industries. Electronics, telecomm- unications, food
processing industries as ‘thrust areas’ are being given not only sales tax concessions

hither to available in category A backward districts but also in Indore, Bhopal,
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Jabalpur. Durg and Gwalior (the advanced districts) apart from other facilities.
Modernisation and diversification is also being helped. Even NRIs providing 40 per
cent equity in industries (joint sector/private sector) requiring capital investment of
Rs.1 crore in any backward district are being provided the sales tax

exemption/deferment facility for five years.

2. Registration
Every liable dealer is to get himself registered compulsively.

However, voluntary registration in anticipation of their liability is also
obtainable by dealers from the Commissioner. In addition, provisional registration to
intending manufacturers is also granted. This facility is allowed with the purpose of
entitling these dealers to have the same privileges which are granted to registered

dealers.
3. Assessment

Returns: Every registered dealer is required to file quarterly returns within 30 days of
the expiry of the quarter. Provision for filing consolidated return for multi-phased
businesses within 60 days of the expiry of the quarter is also available. Registered
dealers eligible for summary assessment under special circumstances are allowed to file
quarterly or consolidated returns within 60 days or 90 days of the expiry of the quarter

as the case may be.

Monthly returns are required to be filed in certain cases. The monthly return

should be filed within a fortnight of the closure of the month concerned.
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Payment of Tax: Every dealer shall ordinarily pay the tax due quarterly before
furnishing the return for that quarter. A dealer who is liable to pay tax under the Act at
the rate of rupees twelve thousand per quarter or rupees forty eight thousand per
annum shall pay the quarterly tax month-wise before the 10th of the second and third

month respectively of every quarter to the extent stipulated under relevant rule.

Mode of Assessment: Assessment of tax due from registered dealers will be made
annually but where returns are not furnished by the prescribed date or are incomplete,

incorrect, the assessment can be taken up and completed before this period.

There is also a provision for summary assessment applicable to registered
importer or manufacturer whose annual gross turnover does not exceed Rs 1 lakh and
other registered dealers whose annual gross turnover does not exceed Rs.5 lakh in
which case the dealers concemned are not required to be present, nor their books of

accounts are called for and their prima facie correct and complete returns are accepted.

In other cases, the normal process of hearing and assessment takes place. In
cases where return is either not furnished or is incomplete or incorrect or compliance to
certain requirements is lacking or books of accounts are not properly maintained,

assessment can be completed to the best of judgement.

The best judgement assessment is also completed if a liable dealer fails to get

himself registered.
Assessment in these cases are to be completed within the expiry of two

calendar years from the end of the period of assessment or tfrom the commencement of

proceedings in respect of the liable, unregistered dealer as the case may be.
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A reassessment has also been provided in case any turnover has been under
assessed, escaped assessment or wrong deduction therefrom has been made. The
initiation of action of such cases should be within five calendar years from the date of
order of assessment and the proceedings should be completed within two calendar

years from its commencement.
4. Penalty and Prosecution

If a registered dealer fails, without sufficient cause to pay the amount of tax or
to furnish due return/revised return by the prescribed date and in the prescribed manner,
or omits to furnish the proof of payment of tax, in addition to the amount of due tax, 1
per cent of the tax for every month for the first six months of default and 1.5 per cent
for the next six months of default in the first year of default and thereafter 2 per cent of
the tax for every month of default subject to a maximum of 25 per cent of assessed tax,
where tax is payable, or a maximum of Rs.500, where no tax is payable, can be

imposed as penalty.

In the case of a registered dealer failing to furnish return, a penalty ranging

from 25 per cent to 40 per cent of the tax assessed can be imposed.

Under Section 46 of the Act there are two categories of offences and

punishments prescribed as under:

i.  Collection of tax from agriculturists, horticulturists despite certain
restrictions of Section 7A. '

ii.  Failure to pay due tax within the time allowed without reasonable
cause.

iii.  Non-issuance and non-preservation of bills, cash-memos.
<
iv.  Failure to keep accounts or records of sales, purchases.
v.  Transporters failure to furnish certain required particulars in

connection with checkposts.
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vi.

vil.

viil.

Failure of liable dealer/registered dealer to furnish information
regarding changes of business.

Failure of dealers/persons/firms/banks/clearing and forwarding agents
to produce accounts and documents, to help inspection, search etc., to
give required information etc.

Collection of tax in contravention of the provisions of law.

The punishment prescrnibed is imprisonment which may extend to six months

or a fine not exceeding Rs.1,000 or both and if the offence continues, rupees fifty for

every day of continuance of the offence.

iil.

vi.

Vil.

Failure on the part of any dealer to get himself registered under the
Act.

Failure without sufficient cause to submit-any return or furnishing of
false return/statement.

An unregistered purchasing dealer falsely representing as registered
dealer.

Deliberate production of incorrect accounts, registers, documents and
furnishing of incorrect information.

Obstruction to inspection, search, seizure by sales tax authorities.
In relation to check-posts, failure to file declaration or filing of false,

incorrect declaration, prevention of or obstruction to interception,
search  of anv wvehicle, inspection of goods/documents relating

thereto.

Making of false statement in a veritication/declaration.

The punishment prescribed for the above is imprisonment which may extend

to three years and a fine not exceeding two thousand rupees and if the otfence

continues, rupees one hundred tor every day of continuance of the offence.
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There are provisions for compounding of offences. The Commissioner may
either before or after the institution of the proceedings, permit any person charged with
an offence under the Act to compound the offence on payment of a sum not exceeding

Rs.1,000 as the Commissioner may determine.
5. Administrative Organisation

The head of the department of Sales Tax is Commissioner of Sales Tax of the
[LA.S. cadre in the super-time scale. Another [.A.S. Officer and five departmental
promoters work as Additional Commissioners. Thus, there are six Additional
Commissioners.Of the six, four are posted in the office of the Commissioner at Indore.
One Additional Commissioner is posted at Gwalior and looks after the works related
with the Board of Revenue along with works of revision and another Additional
Commissioner is posted at Jabalpur who looks after the cases referred to the High

Court along with the work of revision.

The State has 11 divisions for purposes of sales tax administration. Each
division is headed by a Divisional Deputy Commissioner who looks after the
administrative work of the division besides exercising revisional powers.There are 79
circles in total in the state falling under the administrative jurisdiction of the Divisional
Deputy Commissioner. Each circle is headed by an In-Charge Sales Tax Officer
assisted by Additional Sales Tax Officers, Assistant Sales Tax Officers, Sales Tax

Inspectors and clerical staff. There are three sub-circles also.

To check evasion and to co-ordinate investigations, there is a Central Flving
Squad which functions at the head quarters at Indore under the supervision of an
Additional Commissioner being assisted by one Assistant Commissioner. There are 21
flying squads in the divisions. There are 15 scrutiny cells, 7 internal audit cells. There

are 16 checkposts also being manned by Sales Tax Officers and Sales Tax
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Inspectors.At the divisional headquarters, there are Appellate Deputy Commissioners,
who hear appeals against the assessment orders passed by Assistant Commissioners,
Sales Tax Officers and Additional/Assistant Sales Tax Officers.

6. Appeal/Revision (Remedial Measures)

The first appeal against the orders of Assistant Commissioner, Sales Tax
Officer, Additional/Assistant Sales Tax Officer lies before the Appellate Deputy

Commissioner within 30 days from the date of communication of the order appealed

against.

An appeal against the orders passed under sub-section (1) of Section 38 lies,
within 60 days from the date of communication of the order in first appeal, to the

Tribunal.

Thereafter, reference to the High Court lies within 60 days from the date of

communication of the Tribunal’s order.

The provision for revision has been made as an alternative to second appeal.
Under this provision, the aggrieved dealer/person may make an application for revision
to the Commissioner. The Additional Commissioner of Sales Tax has also these

powers. Suo-moto revisional powers are also exercised by the Commissioner and

Additional Commissioner.

There is also provision for rectification of mistakes apparent trom the record.

7. Checkposts

There are 16 check-posts in the State. These have been erected to prevent or
check evasion of tax. At each checkpost a Sales Tax Officer is posted. He is assisted by

few Sales Tax Inspectors.
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There are detailed provisions to be followed by transporters. Every transporter
before crossing any checkpost or barrier shall deliver to the Officer in-charge of the

checkpost a duly filled in declaration.

There are certain penal provisions in case of violation.
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MAHARASHTRA

In Maharashtra, Sales Tax was first introduced in the erstwhile State of

Bombay in 1946. It was then a single point levy at the rate of 6 paise per rupee payable
at the last stage of sale. After the recommendations of Babubhai Patel Taxation

Enquiry Committee, Bombay Sales Tax Act, 1959, was enacted which is in force

presently and the tax system has undergone several major changes since then and has

encompassed new areas of sales taxation.

Apart from the administration of the Central Sales Tax Act, 1956, the State

administers the following enactments:

© 0 w »

H.

The Bombay Sales Tax Act, 1959.
The Bombay Sales of Motor Spirit Taxation Act, 1958.
The Maharashtra Purchase Tax on Sugarcane Act, 1958.

The Maharashtra Sales Tax on Transfer of property in goods involved
in the execution of works contracts (re-enacted) Act, 1989.

The Maharashtra Sales Tax on the Transfer of the Right to use any
goods for any purpose Act, 1985.

The Maharashtra Sales Tax on Protessions, Trades Calling and
Employment Act 1974.

Maharashtra Tax on entry of Motor Vehicles into Local Area 1987
Maharashtra Tax on Luxuries (in hotel. lodging house) Act 1987.

The Maharashtra Chit Fund Act.
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A. The Bombay Sales Tax Act, 1959

1. Structure

Every dealer whose turnover either of all sales or of all purchases exceeds the
specified limit becomes liable to pay sales tax. The specified limits for different

categories of dealers are as under:
)

L i.  Every importer with a turnover of Rs.50,000 is liable to pay tax
provided the value of the taxable goods sold, or purchased and the
value of any goods purchased or received by him into the State during
the year is not less than Rs.5,000.

ii.  Every manufacturer with a tumover of Rs.50,000 is liable to pay tax
provided the value of taxable goods sold or purchased by him or the
value of any goods manufactured by him during the year, is not less
than Rs.5,000.

II. Every dealer with a turnover of Rs.1,25,000 is liable to pay tax
provided the value of taxable goods sold or purchased by the dealer
during the year is not less than Rs.5000.

A dealer holding registration certificate under the Central Sales Tax Act 1956
but not liable to pay tax under the local Act also liable to pay tax on the sales of goods
purchased in accordance with Section §(4) of the CST Act 1956 or also on the sales of

the goods manufactured out of such purchases.

Point of Levy: On the recommendations of the Sales Tax enquiry Committee under the
chairmanship of Shri M.R. Yardi in August, 1975, the Maharashtra State switched over
to the single point first stage sales tax levy with effect from Ist July, 1981.

Rate Structure: Schedules A, B, C-I and C-11 enumerate 8 broad categories of goods.
Schedule A goods are free from taxes with general or conditional exemption. Schedule
B details the declared goods, while Schedule C has a list of 36 commodities in two
parts of non-declared goods subject to single point sales tax, the first part indicating

mass consumption goods and inputs for industries ranging from bullion and specie, to
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LPG and the rate of sales tax/purchase tax ranges from 1 per cent to 4 per cent. Part I
of Schedule C enumerates final products and luxury goods and the tax ranges from six

per cent to fifty per cent.

Additional Tax: A dealer with a turnover of all sales or of all purchases amounting
Rs.10 lakh or above during a year is required to pay additional tax at the rate of 12% of
the sales tax and purchase tax payable by him and this additional tax is not collectable.
Fifty per cent of the revenue collected by way of additional tax is earmarked for

implementing Employment Guarantee Scheme in the State.

Turnover Tax: Turnover Tax, was introduced with effect from 13.7.1986 and is levied
on the turnover of sales of commodities falling under Schedule C and payable by the
dealers whose turnover either of all sales or of all purchases exceeds Rs.12 lakh in any

year at the rate of 1.25 per cent. Turnover tax is not collectable.

Purchase Tax:

i.  The State Government is empowered to levy purchase tax on purchases of
any of the specified commodities as listed in Schedules B (declared
goods) Schedule C (non-declared goods) by notification unless such
purchases are resold by the liable dealer. (Section 13B)

ii.  Purchase Tax at the rate of 4 per cent is levied on purchases of goods in
Schedule C Part 11 (non-declared goods) by a recognised dealer on the
strength of the declaration prescribed certifying therein that the goods
purchased will be used in the State in the manufacture of taxable goods
for sale which will in fact be so used and sold by him or in the packing of
goods so manufactured. Such levy will also be imposed on purchases on
his behalf by the commission agent on the same conditions.

iii.  Under Section 13AA, purchase tax at the rate of 2 per cent is leviable on
purchases of such non-declared goods, as are mentioned in Part I of
Schedule C, as are purchased by a liable dealer or his commission agent
from a registered/unregistered dealer when the taxable goods
manufactured out of these goods are despatched outside the State. This is
in addition to the sales tax/purchase tax paid or payable.
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iv.  When goods are purchased by any dealer (or his commission agent) under
certain certificate or declaration and the conditions, recitals and
undertakings therein are not complied with, then purchase tax on the
purchase value of the goods at the rate in Schedule B and Schedule C

shall be levied.

V. When business is transferred, discontinued or the dealer him self dies,
then purchase tax at the relevant rate is levied on the purchase price of the
stock of taxable goods purchased on the strength of certificates prescribed
under section 11 or 12. (Section 15)

Works Contract: Levy of tax on works contract is governed by the Maharashtra sales
tax on the transfer of property in goods involved in the execution of works contract
(re-enacted) Act, 1989 - which was re-enacted retrospectively with effect from

1.10.1986.

Tax is levied only on the value of the goods involved in the execution of a
works contract. ‘sale price’ in relation to a transfer of property in goods (whether as
goods or in some other form) involved in the execution of works contract, means the
amount of purchase-price paid or payable by a dealer in respect of the purchase of such
goods effected in the state, or in the course of inter-state trade or commerce or in the
course of import and includes the value of such goods brought or transferred from
places outside the state, used, applied or as the case may be, appropriated (whether in
the same form in which they were purchased or in any other form) in the execution of

the works contract in the State.

The turnover limit for taxation is Rs.2 lakh (Section 3) and the tax on declared
goods involved in the execution of works contract is 4 per cent and that leviable on the
rest of the goods involved is 8 per cent and is levied on the net turnover, after deducting

the labour charges, still charges profits, turnover pertaining to tax free goods.

The procedure for assessment, reassessment, recovery, offences and penalties

etc. are the same as that under the BST Act 1959.
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Leasing: Leasing, is taxable under the Maharashtra sales tax on the transfer of the night

to use any goods for any purpose Act, 1985, with effect from 1.10.1986.

The tax is leviable on the transfer of right to use any goods for any purpose
(whether or not for a specified period) for cash, deferred payment or other valuable
consideration and goods which are subjected to this tax are enumerated in the Schedule
and include right to use TVs, video cassette recorders etc. the gross turnover of sales is
defined as the aggregate of sale prices received or receivable during a year in respect of
the transfer of the right to use any goods and includes any advance received by a dealer
as part of the sale price (Section 2(15)). The incidence of tax falls on every dealer
whose turnover of sales exceeds Rs.50,000 in a year. He can’t sell any goods unless he
possesses a valid certificate of registration under this Act. The tax rate is subject 10 a
maximum ceiling of 15 per cent (Section 7) but with effect from 19.9.1986 the notitied
rate is 4 per cent only. The tax is multi-point. However, additional sales tax is not
recoverable from the lessee. This Act is also administered by the Sales Tax Department
and the general provisions of the B.S.T Act, 1959 relating to registration, return,

assessment, re-assessment, advance payment of tax, collection of tax etc. apply.

Exemptions: Under the B.S. Tax Act, 1959, Schedule A gives the list of 47 exempted
goaods such as agricultural implements of low value, bread, cereals and pulses, coconut,
eggs, etc. There are also conditional exemptions like sales to personnel of Diplomatic

corps; UNICEF greeting cards etc.

Taxation of Inputs: Under the B.S.T Act, 1959 in accordance with the provisions ot the
same the recognised dealer or manufacturer who manufactures taxable goods for
inter-state sales is entitled for a set off of the taxes paid by him on the purchase ot raw
materials. The set off is allowed after reducing 4 per cent of the purchase price subject

to certain conditions.
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In case of Part I goods under Schedule C, under Section 13AA, apart from
sales tax/purchase tax (as the case may be), purchase tax at the rate of 2 per cent is
payable but if the goods manufactured out of the scheduled goods are sent by the dealer
on branch transfer outside Maharashtra, the excess over 6 per cent of the total tax paid,
is only refunded. In case of goods other than those used for the packing of goods
manufactured by him, if the authorised dealer (Section 24) resells directly or through
another authorised dealer or uses them in the packing of the goods meant for resale, in
the course of inter-state trade or commerce or in the course of export within a period of
nine months of purchase, the whole of the tax paid at the rate of 4 per cent on
purchases, is refunded by way of set off in accordance with Section 12(a) and Section
12(c) and Section 42, provided the purchased goods are despatched within 6 months of
purchase (Section 11(1)). In case of manufacture of declared goods and non-ferrous

metals, the whole of the tax paid on purchases meant for their production, is refunded.

Incentives to Industries: Package scheme of incentives was introduced in Maharashtra
in 1964 and since then there have been various scheme in 1969, 1973, 1976, 1979, 1983
and 1988. Presently the 1988 scheme is in operation. This scheme would remain in
operation till 30.9.1993 in which the State of Maharashtra has been classified into
different groups viz., A,B,C,D depending on the industrial development and no industry
district and incentives are granted to the industries based on the degree of development
of the areas in which the industries are situated. These incentives are available in two
parts - part I and part II. The sales tax incentives under part-I will be admissible either
by way of exemption or by way of deferment but not both. The quantum of sales tax
incentive admissible under the 1988 scheme under part I either as an exemption or as a
deferment or as an interest free unsecured loan to eligible units other than those
undertaking expansion/diversification depends on different percentages of the fixed
capital investment for S years to 10 years for small, medium and large scale industries.
Incentives under part II are in lieu of sales tax incentives under part 1. Sales tax
incentives, as interest free unsecured loans are given under certain specified

circumstances.
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2. Registration

Under Section 22, every liable dealer [under Section 3 or Section 19(6)] is
required to obtain a certificate of registration from the prescribed authority. However,
the Act provides that if a liable dealer has applied for registration within the prescribed
time, he can carry on business without waiting for the issue of the certificate of
registration. An authorisation (Section 24) is issued to registered dealers whose
turnover of export sales or outside state sales of goods during the previous year/current
year or whose turnover of sales to any authorised dealer who in his turn makes export
sales or outside state sales of goods, exceeds Rs.1 lakh. There are certain facilities

_—_—

attendant with it, such as issuing declarations in form No. 14 and getting concessional

purchases.

A recognition (Section 25) - is issued to a dealer where the value of all taxable
goods manufactured for sale by him exceeds Rs.5,000 during the previous/current year.
The recognised dealer can purchase raw materials by paying 4 per cent purchase tax on
the strength of a declaration in form No. 15. A permit (Section 26) is issued to a dealer
who bonafidely buys or sells for an agreed commission on behalf of a principal (an
authorised dealer or recognised dealer) and whose turnover of purchases during the
previous/current year exceeds Rs.1 lakh. The tax liability of the.Commission agent is

identical with that of the principal.

3. Assessment

Returns (Section 32): The periodicity of submission of returns is now linked to tax
liability with effect from 1.4.1984 instead of the quantum of turnover. Those dealers
having an annual tax liability exceeding Rs.20,000 have to file monthly return
alongwith the proof for having paid the tax irrespective of their turnover within 45 days

from the end of the month for the first two months and the return for the last month of

the quarter is to be filed within 30 days.
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Dealers, whose annual tax liability exceeds Rs.5,000 and is upto Rs.20.000 are
required to file quarterly returns within 30 days from the end of the quarter. Those
dealers with an annual tax liability less than Rs.5,000 have to file annual returns within

30 days from the end of the year.

Payment of Tax: Every dealer who is an importer manufacturer or both is/are required
to furnish an annual commodity wise return in addition to the returns to be filed if his
turnover of purchases and sales has exceeded Rs.10 lakh if the tax payable exceeds

Rs.20,000 per annum.

Mode of Assessment: Under Section 33 of the Act, dealers are normally assessed for an
accounting/financial year (transitional accounting year). Under section 33(1) proviso,
however, assessment of dealers for a part of the year can be completed after recording

reasons for doing so.

The assessing authority may complete the assessment without requiring the
dealer to produce accounts or evidence, if he is satisfied that the relevant return is
correct and complete (Section 33(2)). In other cases, the assessment shall be completed
after consideration of all evidences and scrutiny of returns, documents etc. (Section
33(3). There are also circumstances (such as non-filing of return) when assessment to

the best of judgement shall be completed (Section 33(4)).

A scheme of summary assessment by way of accepting returns filed by dealers
whose tax liability does not exceed Rs.20,000 has been introduced. This scheme saves
the dealers, the long procedure of producing books of accounts and evidences in
support of their return before the assessing officers as also the administrative
inconvenience involved is reduced. However, on random sampling basis, such cases are
scrutinised and if discrepancies are found, best judgement assessment orders are passed

in which case the facility of summary assessment granted to such dealers is withdrawn.
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Section 33(4A), fixes the limitation for concluding assessments as three years
from the close of the assessment year. The only condition is that all the returns should

have been filed on or before the date prescribed for filing the last return of the year.

The re-assessment of turnover escaping assessment or under assessed turnover
or wrong deduction etc. for any year may be made after giving the.dealer a reasonable
opportunity of being heard, within 8 years from the close of that year in serious cases

and within 5 years of the end of that year in other cases (Section 35).

4. Penalty and Prosecution

Under Section 36, a number of penalties have been provided for different

defaults. These are as under:

Offence Penalty

Failure to comply with the - Twice the amount of tax
conditions under Section 8A, payable (Section 36(1))
Section 11 (taxation at (under certain proviso-
reduced rate) Section 12 no penalty).

(deductions on the strength
of declarations) Section 41
(exemption notification).

Failure to apply for regis- - a sum not exceeding the

tration under Section 22. amount of tax assessed
re-assessed, payable
(Section 36(2)(a)).
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iii. Failure without reasonable - a sum not exceeding
cause to comply to provisions Rs.10,000
of assessment (Section 33), (Section 36(2)(b)).

reassessment (section 35),
production in connection with
inspection. seizure of accounts
documents etc.(Section 49),
(revision - section 57).

iv. Failure to disclose tran- - a sum not exceeding the
saction/appropriate tax amount of tax assessed,
liability in return, Inaccu- reassessed, payable.
rate deduction/set-off etc. [Section 36(2)(c)].

V. When a dealer knowingly issues, - a sum not exceeding the
produces false bill, cash- amount of tax due (Sec-
memoranda, voucher, declara- tion 36(2A)]. If the
tion etc - resulting in tran- default continues,
sactions being exempt or twice the amount.

taxed at reduced rate.

vi. Knowingly furnishing false - a sum not exceeding
declaration, certificate double the amount of
and getting exemption. tax leviable. [Section 36(2B)].
vil. Failure to pay tax within - a simple interest equal
the prescribed time. to 2 per cent of the amount of

the tax for each month
of default in addition
to the tax. [Section(3)(a)].

viii. For any tax due after - simple interest equal
assessment. to 2 per cent of the amount of
the tax due. [Section 36(3)(b)].

ix. Failure to issue memorandum of - a sum not exceeding
sales exceeding Rs.10 in one double the amount of
transaction by a registered such bill or Rs.100
dealer whose previous year’s whichever is greater.
sales exceeded Rs.1 lakh. [Section 36(4)].

Under Section 37, for the following defaults, respective penalties have been

provided:-
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Penalty
An unregistered dealer - An amount not exceeding
collecting tax. Rs.2,000 or double the

collected tax whichever
is less [Section 37(1)

(a) (i)}
A registered dealer - An amount not exceeding
collecting tax in excess Rs.2,000. In addition,
of what is payable or the sum collected as
collects illegally turnover turnover tax (in viola-
tax or additional tax. tion of [Section 9(3)],

additional tax [by
dealers having annual
turnover of Rs.10 lakh
thus violating Section
15A-1(4)] shall be for-
feited [Section 37(1)
(a)(ii), 37(1)(a)
(ii-a-1), 37(1)(a)
(ii-a)].

The above penal provisions put a bar to prosecution. Offences of graver
nature, have been subjected to the penalty of rigorous imprisonment and fine (Section

63). These are as under:

Offences Penalty on Conviction

An unregistered dealer Rigorous imprisonment for a term
falsely representing as between six months and three
registered dealer (vio- years with a fine.

lation of Section 22).

Wilful furnishing of false
return when evadable tax
exceeds Rs.10,000 during
the year.

Wilful production of false

bill, cash memorandum, voucher,
certificate etc. for purpose
mentioned in Section 36(2A)
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where tax evadable exceeds
Rs. 50,000 during a year.

Wilful submission of false
accounts, registers, documents,
information - where tax
evadable exceeds Rs.50,000
during a year.

A non-holder of Licence,
Authorisation, Recognition
or permit represents
otherwise.

Violation by issuing false
declaration (under Section
8A), Section 11(taxation at
reduced rate), Section 12
(deductions on the strength
of declarations) or false
bill etc.

Wilful tax evasion or evasion
of tax/penalty payment where
the amount involved exceeds
Rs.50,000.

Illegal collection of turnover
tax, additional tax, wilful:
carrying on of business with-
out registration even though
liable, wilful non furnishing
of information/return, wilful
collection of tax on exempted
goods, wilful failure to issue
bill/cash memorandum or to
maintain accounts despite
directions, voluntary obstruc-
tion to inspection/search/
seizure.
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For a minor variety of offences under (ii), (iii) above, for maintenance of false
accounts, for a minor variety of offences under (iv) above, a minor variety of offences
under (vii) above punishment with rigorous imprisonment of 3 months to 1 year and
with the fine and the penalties. If the offence is a continuing one, in addition,

punishment with a daily fine of Rs.100 or more for the period of continuance is levied.
5. Administrative Organisation

The Sales Tax department in Maharashtra is headed by a Commissioner of
Sales tax, a senior scale officer of the I.A.S. He is responsible for administering various
Acts, apart from Sales Tax Acts, entrusted to the Sales Tax Department. All the
relevant powers of administering the various enactments are vested in him and the

subordinate officers hold delegated powers at various levels.

There are four Additional Commissioners of Sales Tax, three Incharge of
Zones, each zone comprising of a number of divisions who are incharge of
administration in their respective zones and act as revisional authorities in respect of
orders passed by the Deputy Commissioners (Appeals); the other Additional
Commissioner stationed at headquarters is incharge of the general administration

including the establishment matters of the department.

There is a Joint Director, Statistical Cell, on deputation to the Sales Tax

Department. He is incharge of collecting and maintaining statistical data of various

types.

There are 27 Deputy Commissioners. One Deputy Commissioner
(Headquarters) assists the Commissioner directly in administration. The Deputy
Commissioner in-charge of audit with the assistance of subordinate Assistant
Commissioners takes up the cases of big tax payers for audit where the tax involved is
more than Rs.4 lakh. The Deputy Commissioner (Legal) with the help of Assistant

Commissioners and Sales Tax Officers, represents the revenue betore the Maharashtra
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Sales Tax Tribunal and also advises the Commissioner on legal matters as and when
called for. The Deputy Commissioner (Enforcement), Supervises the work of the
Assistant Commissioners and Sales Tax Officers in the matters of detection of tax
evasion. The Deputy Commissioner (Administration), Incharge of Administration in a
Division, supervises the work of Assistant Commissioners and Sales Tax Officers Class
I & II, working in the Division and he is delegated with the powers to be incharge of
Profession Tax Act and is aiso a revisional authority for the orders passed by the
Assistant Commissioner. The Deputy Commissioners of appeals, are the appellate
authorities for the orders passed by the Assistant Commissioners and their orders are
subject to revision by the Additional Commissioner. Out of the other Deputy
Commissioners, one Deputy Commissioner looks after the administration of the

Profession Tax Act in the Bombay City Division, i.e. Bombay.

The Assistant Commissioners, incharge of the administration supervise the
administration of the ‘Range’ through the Sales Tax Officers Class I and II posted in
the range under him. They are revisional as well as appellate authority for the orders
passed by the STOs. The Assistant Commissioners (Assessment) are incharge of

assessments and assess the big tax payers in their respective jurisdiction.

The Sales Tax Officers, Class I & Class II look after assessments and recovery
in their jurisdiction. Generally, cases of sales/purchases turnover exceeding Rs.3 lakh
are allotted to S.T.O Class I and those of sales/purchase turnover of Rs.3 lakh and
below are allotted to S.T.O Class II.

6. Appeal/Revision (Remedial measures)

Under the provisions of Section 55 of the B.S.T Act, 1959, an appeal against
the S.T.O’s order lies to the Assistant Commissioner. For the order of the Assistant
Commissioner, Deputy Commissioner is the appellate authority. The orders passed by
Deputy Commissioner/Additional Commissioner or Commissioner, is appealable in the
Tribunal.

123



Sales Tax Systems In India: A Profile

In the case of an appellate order passed by an Assistant Commissioner or by a
Deputy Commissioner, a second appeal lies at thl option of the appellant, either to the

Commissioner or to the Tribunal.

The time limit for filing a first or second appeal is 60 days from the date of the

communication of the order appealed against.

Revision: Under Section 57, the Commissioner (and other superior authorities like an
Additional Commissioner) may suo moto, call for within three years from the date of
communication of any order passed by the assessing authority and examine the record
of such order and pass such order as he thinks just and proper. The revisional order is

required to be made within five years from the date of communication of the order

sought, to be revised.

The Tribunal can also revise any order (not an order on second appeal) passed
by the Commissioner provided an application in this regard is made to it within four
months from the date of communication of the order revisable.

There is a bar to revision without taking recourse to appeal.

There is a provision, under section 61, for statement of case to the High Court

on any question of law.

The mistakes apparent from the record are rectified under Section 62.
7. Checkposts

There are no Sales Tax checkposts in Maharashtra.

Some other statutes administered by the Sales Tax Department are as under:
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i.  The Maharashtra Sale of Motor Spirit Taxation Act, 1958: The Act
provides for the levy of tax on the sale of Motor spirit i.e, petrol, high
speed diesel etc., within the State. The sale of motor spirit is exempt
from the levy of sales tax under the B.S.T Act. The tax on motor
spirit under the M.S.M.S Taxation Act is levied only at the stage of
first sale.

The Act is administered by the Commissioner of Sales tax,
Maharashtra under his designation as Collector of Motor Spirit Sales
Tax. Assessments are made by the Sales Tax Officers who are
designated as Motor Spirit Sales Tax Officers for purposes of this
Act. '

ii.  The Maharashtra Purchase Tax on Sugarcane Act, 1962: Under this
Act, a specific tax is levied on the purchase of sugarcane for purposes
of manufacture of sugar, including khandsari sugar, in a factory. This
Act is also administered by The Commissioner of Sales Tax who is
designated as Commissioner of Purchase Tax on sugarcane.
Assessments under the Act are made by the S.T.O’s as Purchase Tax
Officers.

This tax is levied on the tonnage of sugarcane as notified by the Government

in official gazette from time to time. But the rate is limited to 2 paise per kilogram.

A dealer is required to obtain a licence from the department which is valid
upto and inclusive of the 30th day of June every year and needs to be renewed every

year.
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MANIPUR

Manipur Sales Tax Act was enacted in December 1990 and it extends to the
whole of Manipur. Sales taxation in Manipur is governed by the Manipur Sales Tax Act
1990 and the Central Sales Tax Act 1956.

1. Structure

Every dealer who is liable to pay tax under earlier laws, and dealing in goods
other than those mentioned in Schedule III, an importer or manufacturer irrespective of
the turnover and other dealers with a turnover of Rs.30,000 per annum, are liable to pay

tax. A dealer registered under the CST Act 1956 is also liable.

Point of Levy: Manipur Sales Tax Act envisages a single point levy at the point of first
sale or at the point of last sale and covers 136 ccmmodities at the point of first sale
under 14 groups and 3 items are taxable at the point of last sale. The Government by a

notification, can levy tax at any point of sale or purchase on any goods.

Rate Structure: 136 commodities are taxable at the point of first sale under 14 groups at
the rates ranging from 3 to 15 per cent on goods like pepper, candles, toilet articles etc.
under Schedule I. Schedule Il enlists the goods taxable at the point of last sale at the

rate of 12 per cent like cinema equipment. lifts and sound transmitting equipments.
Hire-Purchase: The definition of sale includes hire-purchase.
Exemptions: Goods exempted from sales tax are enlisted in Schedule III. The State

Government may from time to time notify goods to be exempted goods of mass

consumption like cereals, pulses, atta, maida, suji, etc., raw materials pesticides etc. are

exempted.

126



Sales Tax Systems In India: A Profile

Taxation of Inputs: The raw materials mentioned in the III Schedule and Section 7 of
the Manipur Sales Tax Act are exempted from Sales Tax. Such goods include Oil

Seeds, Jute, Tobacco, etc.

Incentives to Industries: As part of the Central/State Government’s Industrial Policy,
sales tax incentives in the form of exemption is granted to industrial enterprises/units.
This exemption from sales tax given to the Industries is for a period of 5 years with

effect from the date of commencement of the commercial production by each of them.

2. Registration

Compulsory: Dealers with a turnover of Rs.30,000 per annum and an importer,
manufacturer irrespective of the turnover and a dealer registered under the CST Act

1956, are liable to get themselves registered compulsorily.

The Commissioner may require any dealer, who in his opinion is liable for

registration, to register.

Voluntary: Any dealer who'is not liable to pay tax, may also get himself registered.

3. Assessment

Returns: Every registered dealer should furnish returns at such intervals, to such
authority and within such time, as may be prescribed. The Commissioner may require
any person by notice, to furnish within such time to such authority as may be specified

in such a notice.

Payment of Tax: The tax due from the assessee is to be paid into a Government

Treasury and proof for payment of the same may be furnished along with the return.
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Mode of Assessment: The Commissioner is empowered to assess the dealer for the tax

to be paid on the basis of the returns filed.

If the returns filed are incorrect or incomplete the assessment is completed

after hearing the assessee and verifying the evidences produced by him.

If a dealer fails to file a return or having filed the return fails to comply with

the notice the Commissioner may assess the dealer to the best of his judgement.

Further, if the Commissioner is satisfied that any dealer is liable to pay tax
under this Act and has failed to apply tor registration or to file the return, he may assess
such dealer within 8 years from the end of the year to which such an assessment

pertains to.

If the Commissioner is satisfied, that any turnover in respect of sales of any
goods or any amount received by a dealer has escaped assessment or has been under
assessed or assessed at a lower rate or any reduction has wrongly been made, he may
proceed to assess or reassess the dealer within eight years from the end of the year to

which such escapement pertains to.
4. Penalty/Prosecution

Any person carrying on business as a dealer without complying with the
requirements under the Act and if a dealer (a) fails to submit the returns in time, (b)
talsely represents when purchasing any class of goods that such class are covered by
certificate of registration not being a registered dealer, falsely represents to be one, (¢)
fails to keep accounts as required under the Act or fails to produce any accounts,
information etc. when called upon to do so, (d) fails to comply with the requirements of
the Act, knowingly produces incorrect accounts, (¢) fraudulently or wiltully evades the
payment of any tax due, (f) fails to pay within the time allowed any tax/interest/

penalties assessed/levied under the Act, (g) obstructs any officer-in-charge of a

128



Sales Tax Systems In India: A Profile

checkpost from making any entry or inspection of goods, (h) charges sales tax on the
sales of exempted goods, fails to submit return or submit incorrect return, he would be
on conviction before a Magistrate, punishable with a fine not exceeding Rs.1,000 or

imprisonment or with both.

For the cases mentioned at (a) and (c) the dealer is liable to pay by way of

penalty, in addition to tax payable by him a sum not exceeding one and a half times that

amount.

S. Administrative Organisation

The Commissioner of Taxes is the Head of the department assisted by other
officers including Assistant Commissioners, Superintendents of Taxes, Inspectors of

Taxes, who are appointed under Section 3 of the Act.
6. Appeals/Revision

Any dealer objecting to an order of assessment or penalty passed under the

Act may appeal to the prescribed authority (the Commissioner of Taxes).

The Commissioner may call for and examine the record of any proceeding
under the Act and if he considers that any order passed by any person appointed to
assist him is erroneous and prejudicial to the interests of revenue, may pass a fresh
order enhancing/modifying or cancelling the assessment after giving an opportunity of

being heard, to the Assessce.
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7. Checkposts

The State Government may, by notification, set up and erect checkposts and
barriers at any place in the state with a view to preventing the evasion of tax payable.
Any person transporting such goods shall file before the officer incharge, documents in
respect of the goods carried who for the purpose of satisfying himself that there is no

contravention of the procedure, may intercept, detain and search any vehicle.
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MEGHALAYA

Sales tax is administered in Meghalaya under the following Acts:

1. Meghalaya Sales Tax Act.

tJ

Meghalaya Finance (Sales Tax) Act.

3. Meghalaya (Sales of Petroleum and Petroleum Products including
Motor Spirits and Lubricants) Taxation Act.

4. Meghalaya Purchase Tax Act.

5. Central Sales Tax Act.

1. Structure

The Meghalaya Sales Tax Act (MST Act) is the principal Act and is a sort of
general sales tax law of the State. It provides for the levy of sales tax w.e.f. first April
of the year in which the gross turnover of the dealer within and outside the State
exceeds Rs.20,000. An exemption is allowed on the first Rs.20,000 of the gross
turnover of the first year provided that such sale did not arise from the sale of the
commodity furnished by the use of C Forms. Sale of taxable goods in the course of
inter-State trade or exports outside India has to be excluded to determine the liability to

pay tax.

A dealer once becoming liable to tax shall continue to be liable until the
expiry of three consecutive years during each of which his gross turnover remained

below Rs.20,000.

Point of Levy: The system of single point tax is followed in the State. Tax under the

MST Act is realised at the point of last sale.
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Rate Structure: The rates of tax leviable on different commodities are given in
Schedule II of the Act. Readymade garments and hosiery goods are taxed at 6 per cent,
food or any other article for human consumption or any drink (whether or not
intoxicating) is taxed at 10 per cent. Transfer of right to use any goods except video
cassettes, VCP, VCR for any purpose is taxed at 2 per cent and transfer of right to use
video cassettes, VCP and VCR are taxed at 10 per cent. The general rate applicable to
goods not specified (other then those taxed under Meghalaya Finance (Sales Tax) Act
and Meghalaya (Sales of Petroleum and Petroleum Products including Motor Spirit and

Lubricants) Taxation Act is 7 per cent.

Works Contract: The MST Act authorises the levy of tax on works contract. According
to Section 2(13), the term "Sale price" includes the amount payable to a dealer as
valuable consideration for the carrying out of any of the contracts, less such fraction of
such amount as represents the prescribed proportion of the cost of labour used in
carrying out such a contract. Thus on works contract, tax is levied only on the transfer

of goods whether as goods or in any other form.

Exemptions: As in other States essential goods for the consumption of common man

have been exempted from tax. Such goods include foodstuffs, fresh vegetables, fresh

fruits, meat, etc.

Taxation of Inputs: The State government is empowered to allow in respect of Small
Scale Industries a set off, draw back or refund of the whole or any part of the tax paid

in respect of any purchase of raw material for use by any dealer in the manufacture of

goods for sale.
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2. Registration

Under the MST Act every dealer who is liable to pay tax is under a statutory
obligation to get himself registered without which it is illegal for him to carry on
business in the State. In the normal course the dealer voluntarily applies for registration
but in other cases the Superintendent of Taxes (ST) is empowered to compel a dealer to

apply for registration and issue a certificate.

3. Assessment

Returns: Returns are filed on a quarterly basis for the quarters ending 30th June, 30th
September, 31st December and 31st March and have to be accompanied by a proof of
payment of tax. Delay in filing the returns attracts levy of interest at the rate of 6,9,12
and 24 per cent for the period of delay after allowing one month of grace period. A
dealer may also file a revised return before the completion of the assessment, if he

discovers any mistake or omission in the original return.

Mode of Assessment: An assessment is made on an annual basis. A return may be
accepted and assessment completed, where the assessing authority is satisfied about its
correctness. In the absence of such satisfaction assessment may be made after requiring
the production of accounts and or any such evidence on which the dealer may rely. The
assessing authority is empowered to make an assessment on the best judgement basis, if
the dealer fails to file voluntary return or to produce evidence in support of the return, if

called upon to do so after affording an opportunity to the dealer to make a compliance.
An ex-parte (best judgement) assessment can be cancelled and fresh

assessment made 1f the dealer satisfies the assessing authority that he was prevented by

sufficient cause from filing the return or from producing evidence, etc.
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The Superintendent of Taxes may rectify any mistake in the assessment which
is apparent from the records within three years from the date of assessment. He also has
powers to re-open the assessment, if he discovers that any part of the taxable turnover

has escaped assessment, within eight years from the end of the relevant year.

4. Penalty and Prosecution

Failure to file return or/produce evidence on the part of dealer without
reasonable cause entails levy of penalty. If the STO is satisfied that the dealer has
deliberately concealed the particulars of turnover or has evaded tax liability, he may
impose penalty (after giving an opportunity to the dealer of being heard) amounting to
a sum not exceeding one and a half times the amount of tax payable by him. A person
is liable to be punished for making a false statement or declaraticn. The punishment on
conviction by a magistrate may result in simple imprisonment upto 6 months or fine
upto Rs.1,000 but the STO has discretion to compound the offence. Where a person
evades any tax, he may accept by way of composition a sum of Rs.1,000 or double the
amount of tax evaded whichever is higher. In other cases, the composition money not

exceeding one thousand rupees may be charged.

Secrecy Regarding Proceedings: The particulars given in the returns or those furnished
in any proceedings are to be kept confidential. Public servants found to have disclosed

such particulars are liable to be punished with imprisonment (upto 6 months) and fine.

Meghalaya Finance (Sales Tax) Act: Tax under this Act is realised at the first point of
sale within the State. A dealer under this Act means a person who sells taxable goods
manufactured, made or processed by him in Meghalaya or brought by him into
Meghalaya from any place outside Meghalaya for sale in the State. There is no
exemption limit under the Act and liability to pay tax arises with the first sale of

taxable goods.
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Taxable goods are specified in the Schedule to the Act which also gives the
rates of tax. Other provisions such as registration, assessment, appeal/revision are the

same as in the MST Act.

Meghalaya (Sales of Petroleum and Petroleum Products including Motor Spirit and
Lubricants) Taxation Act, 1985:

Under this Act sale of petrol, diesel, kerosene, lubricants. grease, etc. are taxable as per
the prescribed rates given in the schedule. The provision for registration, assessment,
collection and recovery are the same as under the MST Act with an only difference that

the return and assessment are made on quarterly basis.

Meghalaya Purchase Tax Act: Tax under this Act is levied at the point of last purchase
of the goods specified in the Schedule of the Act at the prescribed rates. Returns are

required to be submitted after every quarter.
5. Administrative Organisation

The Commissioner of Taxes is the head of the department as well as the

revisional authority.

Appellate functions are performed by the Assistant Commissioner of Taxes

who does not have any administrative functions.

The Superintendent of Taxes is the assessing authority who does the work of
assessment, registration and collection of taxes in respect of the cases falling under his
jurisdiction. At present, 14 posts of Superintendent of Taxes are functioning. The
Superintendent of Taxes is assisted by Inspectors of Taxes who are responsible for

conducting survey, enquiry work and inspection, etc.
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6. Appeal/Revision/Reference

Appeal against the assessment or penalty order may be filed before the
Assistant Commissioner of Taxes (ACT) within thirty days of the service of such order.

The power of revision vests with the Commissioner of Taxes and he may
revise any proceedings of the Assistant Commissioner of Taxes or Sales Tax, if he
considers that any such order is pfejudicial to the interest of revenue after giving an
opportunity of being heard, to the dealer. The Commissioner may also, within ninety
days, revise cither voluntarily or on a petition by the dealer any proceeding and pass

such order not being an order prejudicial to the dealer.

A reference may be made to the High Court within sixty days of any order

made by the Commissioner on a point of law.

7. Checkposts

There are fourteen checkposts in the state set up to check tax evasion in

respect of mineral goods, limestone, timber etc.
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MIZORAM

Mizoram has agriculture as the mainstay of the majority of its population.
Handloom, handicrafts are its cottage industries. Rice milling, oil and flour milling,
mechanised carpentry workshops, raw milling, brick making and furniture workshops
are small scale industries. Ginger oil oleoresin extraction plant has recently been
established. In this backdrop, to make an addition to its revenues it was considered
expedient to impose a tax on the sale of goods. Hence, The Mizoram Sales Tax Act,
1989 was enacted w.e.f. 1.4.1990 vide Mizoram Act No. 8 of 1989 and notification No.
TXT 136/86/140 dated 1.2.1990. Sales of petroleum and petroleum products, however,
are separately taxed under the Mizoram (Sales of Petroleum and Petroleum products,

including Motor Spirit and Lubricants), Taxation Act 1973 (amended upto date).

1. Structure

Every deéler whose gross turnover from sales, other than sales of notified
goods involved in the execution of works contract, in Mizoram exceeded Rs.20,000, the
taxable quantum during the twelve months immediately preceding the effective date,
are liable to pay tax on such other sales. Contractors (dealers) whose gross turnover
from sales which have taken place in Mizoram by transfer, by separate agreement and
for money consideration of goods involved in the execution of a works contract,
whether as goods or in some other form, during the twelve months immediately
preceding the date of commencement of the Act exceeded Rs.2 lakh are liable to pay
tax on the contractual transfer price’. The contractual transfer price will mean the cost
of the goods involved in the execution of works contract including the cost of delivery

of the goods at the site of execution of the contract.
Point of Levy: A majority of goods, numbering 97, as listed in notification No. TXT.
136/86/141 dated 1.2.1990, have been subjected to tax at first stage of sale in Mizoram

(Section 4(3)). Luxury items, consumer durables, come under this category.

137



Sales Tax Systems In India: A Profile

Rate Structure: As per Schedule II, declared goods are taxable at 2 per cent and the
rate of tax in respect of many goods, garments made of non-synthetic yarn are taxable
at the rate of 2 per cent; special goods, mentioned generally in Section 2(15), and 22

goods specifically mentioned in Schedule I are taxable at S per cent.

Works Contract, Hire-purchase, Leasing: Although, the definition of ‘sale’ has been
enlarged in Section 2(12) of the Act, to cover sale of goods involved in the execution of
works contract, whether as goods or in some other form, and ‘sale-price’ has been
defined in Section 2(13)(b) as the amount payable to dealer as valuable consideration
for the carrying out of any contract less such fraction of such amount as represents the
prescribed proportion of the cost of labour used in carrying out such contract, at the rate
of 5 per cent. However, works contract has been defined as any agreement for carrying
out for cash or deferred payment or other valuable consideration, whether as goods or
in some other form, (a) the preparation, construction, fitting out, improvement or repair

of any moveable property, or of any building, road, bridge or other immoveable

property.

Leasing: In the case of transfer of the right to use any goods i.e. leasing, no specific
extension of the definition of ‘sale’ has been provided but in the list of notified goods
subject to first point levy under the Mizoram Sales Tax Act, 1989 in notification No.
TXT 136/86/141 dated 1.2.1990, at serial 93, leasing has been mentioned as ‘goods’.
The expression transfer of the right to use any goods including video cassette recorders,
video cameras (whether or not for a specified period) for cash, deferred payment or
other valuable consideration does find place ‘The definition of sale-price’ has not been
specifically extended to cover the lease rentals. The taxable event and rate of tax too in
this context have not been spelt out but by implication it can be construed that ‘sale’

takes place inside the state. The rate of tax on this would be 5 per cent.
Exemptions: Schedule 111 to the Act, lists 60 items exempted from tax which include all

cereals and pulses, bread, cotton, fertilizers, oil cakes, fish, ghee, flour, gur and

molasses, anti-malaria drugs, mustard oil etc. and Mizoram State Khadi and Village
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Industries Board. goods exported to Bhutan/Sikkim (on the strength of certiticate of the
competent authority or land customs receipt), gitts to armed forces by manufacturers,

purchases by U.N.I.C.E.F, gobar gas plants etc.
2. Registration
Compulsory: Every liable dealer is required to get registered.

Voluntary: Voluntary registration to any dealer whose total gross turnover during a
year amounts to or exceeds the taxable quantum may apply for registration even though

ordinarily he may not be liable to tax.
3. Assessment

Returns: Ordinarily every registered dealer has to file returns in respect of goods taxed
at source vide notification No. TXT 136/86/141 dated 1.2.1990 as under:

1. For the four quarters of 1990-91 within 31st August, 1990, 30th
November, 1990, 31st January, 1991, 30th April, 1991 respectively

ii.  For other subsequent quarterly returns within 30th April, 31st July,
31st October, 31st January respectively.

Payment of Tax: Tax is to be paid by the registered dealer, prior to the furnishing of the
return, into the Government Treasury and the treasury receipt is to be enclosed along

with the return.

Rebate of Tax: Rebate of 1 per cent of tax is given only on fulfilment of certain

prescribed conditions.
Mode of Assessment: Ordinarily for a half-year period, or for a business closing during

the half-year period, assessment is made by the assessing authority without calling for

the evidence in support of the return, provided the return is correct and complete.
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It the assessing authority is not satisfied, the assessment is completed only
after hearing the assessee. The best judgement assessment is resorted to, in case of
non-furnishing of return, non-compliance of terms of the notice. The assessment has to
be completed within four years from the end of the year under consideration for
assessment. For fresh assessment, after cancellation of a best judgement assessment
under certain conditions, or as a result of appellate order or revisional order, the period

of limitation is four years from the date of the directive order.

The best judgement assessment is made in case any liable dealer has failed to
get himself registered, to file return as required in respect of any period or in case
where taxable turnover has escaped assessment during any period or has been under

assessed or assessed at a lower rate.

The period of limitation in such cases of assessment is eight years of the end

of period under consideration.
4. Penalty and Prosecution

Penalty: If in the course of any proceedings, concealment of particulars of turnover or
deliberate furnishing of inaccurate particulars of such turnover or evasion of tax
liability is proved, penalty amounting to 1.5 times of the tax payable in addition to the

tax 1s imposed against the defaulting dealer.

Fine: For deliberate non-furnishing/late furnishing of return, non-compliance to

assessment notice a fine of Rs.50 for each day of default will be imposed till the date of

compliance.

Prosecutions. For the following offences a penalty, on conviction, is imposed:

i.  Carrying on business without being registered as liable dealer or
contravening provisions of the Act.
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.

iv.

vi.

vil.

viii.

XI.

Xii.

Unreasonable, delayed submission of return or submission of false
return.

Falsely taking advantage of purchases of goods not mentioned in
certificate of registration.

Unregistered dealer falsely taking advantage of purchases given to
registered dealers.

Failure to keep accounts or records of sales.

Failure to produce accounts, evidence, documents/furnish
information.

Deliberate  production of incorrect accounts, registers or
documents/deliberate furnishing of in correct information.

Fraudulent/wilful evasion of payment of due tax, concealment of tax
liability.

Failure to pay assessed tax/penalty within the time allowed.

Prevention of, or obstruction to, inspection, entry of officers in
discharge of duties.

Prevention of, or obstruction to, entry into, inspection, interception,
detention or search of goods vehicle by checkpost, barrier incharge.

Charging of sales tax on sales of goods exempted or of sales tax in
excess of what is payable.

The offenders in addition to tax or/and penalty due, are punishable with

imprisonment upto 6 months or with fine upto Rs.1,000 or with both and when the

offence is a continuing one, with . daily fine upto Rs.50 during the period of

continuance of the offence.

For false statement in wverification/declaration in connection with any

proceeding, the offender is punishable with simple imprisonment upto 6 months or with

fine upto Rs.1,000 or both.
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5. Administrative Organisation

The Secretary to the Government of Mizoram, Excise and Taxation
Department has been appointed as the Commissioner of Taxes, Mizoram for carrying
out the provisions of the Mizoram Sales Tax Act, 1989 with effect from 1.2.1990 vide
notification No.TXT. 136/86/142 dated 1.2.1990.

A team of Assistant Commissioners assist the Commissioner in the matter of

registration, prevention of tax evasion, recovery of dues, refunds etc.

There are Superintendents of Taxes at Aizwal, Circle I Aizwal, Circle I,
Lunglei to look after compulsory registration, voluntary registration, returns,
assessment, re-assessment after detection of tax evasion by dealers, escapement of
turnover cases, penalties, recovery of dues, refunds, composition of offences,
maintenance and preservation of accounts, insistence on production of accounts with
powers to call for information, take evidences on oath etc. They are assisted by
Inspectors of Taxes, who are not assessing authorities, in the matter of inspection of
accounts, documents of dealers, entry, search and seizure etc. as also in the matter of

taking evidence on oath etc.
6. Appeal/Revision (Remedial Measures)

The first appellate authorities are the Assistant Commissioners (Appeals), who
hear cases of objection against orders of assessment/penalty. The appeal is to be filed
within 60 days of the service of the order objected to. The Commissioner has the
powers of suo moto revision in cases where decisions of the lower authority are found
to be prejudicial to the interests of the revenue. In other cases, not appealed against, he
has revisional powers. The second appeal against the orders of Appellate Assistant
Commissioners or against the suo moto revisional orders of the Commissioner lie
before the Board of Revenue. Reference against the orders of the Board of Revenue

only on questions of law lie before the High Court.
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There is a provision for rectification of mistakes apparent from the record and
for the remaining difficulties as occasions may require, by issuing orders but not

inconsistent with the purpose of the Act.

7. Checkposts

A checkpost at vairengte has been set up with effect from 1.2.1990 with a
view to prevent the evasion of tax payable under the Act. Every person transporting
goods should, at any checkpost or barrier set up for the purpose of interception,
detention and search of goods vehicle by the officer incharge of checkpost/barrier, file
a correct and complete declaration of the goods in the prescribed form and manner
before crossing the checkpost/barrier to enable the officer make proper checking of

compliance to the relevant provision.
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NAGALAND

The State of Nagaland was born on 1st December, 1963. It is a hill State
located in North Eastern India. Sales Tax is being collected in the State by
administering the following Acts:

A.  The Nagaland Sales Tax Act, 1967

The Nagaland (Sales of Petroleum and Petroleum products including
Motor Spirit and Lubricants) Taxation Act. 1967.

C.  The Central Sales Tax Act, 1956.

A. Nagaland Sales Tax Act, 1967
The Act came into force on 1st April, 1970.

1. Structure

The tax is payable by every dealer whose turnover exceeds the taxable

quantum. The taxable quantum is as under:

i.  In the case of importers Rs.5.000
ii.  In the case of manufacturers, Rs.5.000
processors or producers of
goods
iii.  In the case of other dealers Rs.20.000

Point of Levy: Sales tax is levied at a single point of sale at the last stage.

Rutes Structure: Sales tax is levied on goods (which are not exempted) at rates varying

from 1 per cent to 12 per cent. There are in all six rates in force. These are 1, 4,6,7, 11

and 20 per cent.
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Alcoholic drinks are taxed at 20 per cent and the rate of 11 per cent is charged
on luxury goods. Goods of special importance are taxed at 4 per cent. Readymade
garments attract the lowest rate of 1 per cent. The general rate is 6 per cent which is

levied on goods for which no rates have been prescribed and which are not exempted

from tax.

Exemptions: Sales of daily necessities and essential commodities needed for the
consumption of common man are exempted from tax. Schedule II lists such goods

which include pulses, cereals, milk, fresh fruits, salt, etc.

There is a system of tax free transaction among registered dealers within the

State only.

All registered dealers who manufacture goods can purchase raw material,
plant & machinery, etc. from other registered dealers in the State without payment of

any Sales Tax.

2. Registration

i.  Every dealer liable to pay tax has a legal obligation to get himself
registered and obtain a certificate of registration.

ii.  Voluntary registration: However, a dealer whose gross turnover
during a year exceeds Rs.5,000, notwithstanding that he may not be
liable to pay tax, may get himself voluntarily registered.

iii.  The Commissioner may require any dealer to get registered.

3. Assessment

Returns: Returns are to be submitted every quarter within 30 days from the end of the

relevant period. The return should be accompanied with the proof of payment of tax.
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Mode of Assessment: Assessment is made on quarterly basis. On receipt of a quarterly
return the assessing authority calls for evidences and books of account to verify the
correctness of the return. The assessment is completed on the basis of the evidences,
etc. produced. If any tax demand assessed is further payable, a demand notice is issued

to the dealer requiring him to pay the tax within a specified period.
4. Administrative Organisation

The Commissioner of Taxes and Excise is the head of the department. He
exercises all administrative powers relating to the department. Besides, he exercises
revisionary powers of suo moto revision. He is the primary authority of all legal powers
provided under the taxation laws of the State. However, in practice, most of the powers

are delegated to the following officers appointed to assist the Commissioner.

i.  Assistant Commissioner of Taxes.
ii.  Superintendent of Taxes.

ili.  Inspector of Taxes.

The Assistant Commissioner of Taxes (Appeals) performs appellate functions
while the other Assistant Commissioner of Taxes exercises administrative control and

supervision regarding the work in Unit Offices and Mobile Squad (Intelligence Wing).

There are four Unit Offices in the State, viz., Dimapur, Kohima, Mokokchung
and Tuensand. Each unit office is headed by a Superintendent of Taxes, who is the
assessing Officer. In some unit offices like Dimapur and Kohima where workload is
heavy, there are more than one Superintendents of Taxes. Besides, each Unit Office has
a number of Inspectors of Taxes to assist the Superintendent of Taxes. The primary
duty of an Inspector of Taxes is investigation and enquiry work, etc. as directed by the

Superintendent of Taxes.

146



Sales Tax Systems In India: A Profile

In addition to the above four Unit Offices there is one office as Mobile Squad
Office headed by a Superintendent of Taxes with three Inspectors of Taxes under him.
This unit functions under the direct supervision of the Assistant Commissioner of
Taxes. This mobile squad is the intelligence wing of the department and its main
function is to detect cases of tax evasion. The Superintendent of Taxes in-charge of the
mobile squad exercises the same legal powers as given to a subject in the unit office.
But he has jurisdiction over the entire State. The information collected by the mobile

squad is passed on to the concerned unit office of the area for necessary action.

S. Appeal and Revision

If a dealer is aggrieved by the order of assessment or penalty passed by the
assessing authority, he may seek remedy by preferring an appeal before the appellate
authority, the Assistant Commissioner of Taxes (Appeal) within 30 days from the
receipt of the order. An appeal filed after the expiry of the time may be accepted if the
appellate authority "is satisfied that the appeal could not be filed in time due to
circumstances beyond the control of the appellate. A dealer has also the option to seek
remedy by filing a petition before the Commissioner of Taxes within ninety days of the
receipt of the order. The Commissioner may call for the records of the relevant

proceedings and pass such order as he thinks fit.

The Commissioner has also other revisionary powers under which he may call
for the records of any proceedings and if he finds that the order passed in those
proceedings by any authority subordinate to him is prejudicial to the interests of

revenue he may pass such order as he considers necessary.
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B. The Nagaland (Sales of Petroleum and Petroleum Products including Motor
Spirit and Lubricants) Taxation Act, 1967.

This Act came into force with effect from 1.10.1972 prior to implementation
of its own State Act, Assam Act of sales of petroleum was extended and continued to
operate in Nagaland till the same was replaced by Nagaland Act. The procedure for
submission of returns, assessment and realisation of tax is almost the same as in the

General Sales Tax law.

Rates of tax are as under:

i.  Motor Spirit 08 paise per litre
ii.  Lubricants 09 paise per litre
iii.  Diesel oil 07 paise per litre
iv.  Crude oil Ad-valorem 3 per cent
v.  Grease 10 paise per kg.

148



Sules Tax Systems In India: A Profile

ORISSA

Sales Tax was introduced in Orissa with the enactment of Orissa Sales Tax
Act, 1947. The Act has undergone extensive amendments since then. With the repeal of
the Orissa Motor Spirits (Sales Taxation) Act on 1st December, 1977, motor spirits
were brought within the purview of the Orissa Sales Tax Act. Apart trom the Central

Sales Tax Act, the administration of sales tax in the State is governed by the following

enactments:

A. Orissa Sales Tax Act, 1947.
B. Central Sales Tax Act 1956.

A. ORISSA SALES TAX ACT, 1947

1. Structure

Every dealer whose gross turnover during a year exceeds Rs.2 lakh is liable to
register and pay tax. The registration limit for importer, manufacturer and works
contractors is fixed at Rs.20,000 and one lakh respectively under the Orissa Sales Tax

Act.

Point of Levy: In Orissa, initially, all commodities other than those specifically
exempted were subject to the last-point sales tax. Gradually, a shift has taken place in
favour of the first-point sales tax, which now applies to about 255 commodities.
Purchase tax is levied on 19 commodities which are mostly agricultural or animal
products, ¢.g., hides and skins, gum, lac, etc. Commodities not specified elsewhere are

subjected to the last-point tax.
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Rate Structure: As of now, there are six rates of sales tax in the State, varying from 2 to
16 per cent, with a general rate of 12 per cent. The lowest rate of 2 per cent applies to
aluminum, chemical, fertilizer, pig iron and 4 per cent all declared goods and several
other commodities which are either essential goods or goods largely used as inputs. A
rate of 8 per cent applies to only ten commodities like aluminium utensils, electric
pumpsets, motor cycle, scooters, umbrella, etc. 17 commodities, are taxed at 12 per
cent, besides, the general rate of 12 per cent. About 50 commodities consudered

Imxuries goods are taxed at 16 per cent.

Surcharge: Additional tax has been replaced by surcharge w.e.f. 1.7.1990 and this is
payable by a dealer whose gross turnover exceeds Rs.10 lakh at the rate of 10 per cent

on the total aount of tax payable by him. This is not collectable.

Works Contract: Tax on works contract was introduced in Orissa with effect from
1.7.1984 by amending the definition of sale’ to include transfer of property in goods

involved.

Exemptions: As in other States, tax exemptions are accorded on various considerations.
Conditional exemptions fall into three sub-groups: (i) Sales to specified international
organisations and philanthropic societies, (ii) Sales- by or to cooperative societies and
other big organisations; and (iii) Sales to and by newly set up industries, particularly
those in the small-scale sector. Goods enjoying unconditional exemption may also be
classified under three sub-groups: (i) those exempted on humanitarian grounds, like
wheel-chairs tor the handicapped and specitied medicines, (ii) commodities the use of
which is sought to be encouraged like gobar gas plants, amber charkha and manually
operated agricultural instruments, and (iii) goods exempted on administrative grounds

or because of their nature, i.e., basic or essential goods.
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Taxation of Inputs: Inputs are taxed at a concessional rate of 4 per cent when sold to a
registered dealer for use in the manufacture and processing of goods for sale or in
mining or generation of electricity or any form of power. The concession is allowed

against a declaration furnished by the producer in the prescribed form.

Incentives to Industries: In order to promote the growth of new industries in Orissa the
State government has allowed exemption of tax to new industries manufacturing goods
for a period of five years from the date of production on the purchase of raw material
which directly goes into the composition of finished goods. Further, to encourage small
scale industries set up on or upto 1.4.1986 tax exemption is allowed for a period of five
years on the Sale of goods produced by such small scale industries subject to the
condition that the goods manufactured are sold in the States or in the course of
inter-State trade or commerce or are exported out of India. Similarly medium and large
scale industries can avail or deferment in payment of tax exemption of raw materials,
spare parts and packing materials for a period of 7 years from the date of commercial
production in 10 districts and for a period of 5 years in 3 districts. From 1.12.1989,
incentives allowed earlier are further liberalised. For new SSI units tax free purchase of
raw materials, spares of machines, packing materials allowed for a period of 7 years. In
case of medium and large scale industries it is S years in zones B,C and 7 years in Zone
A. Sales of finished products are exempted in case of SSI units but in respect of
medium and large scale industries deferment scheme has been introduced but in lieu of
deferment the industries can opt for exemption for a period of five years in B, C zones
and 7 years in zone A. Sales of finished products of new SSI units are exempted from
tax for a period of 7 years in the units of commercial products on new medium and
large scale units are allowed deferment of sales tax collected on their finished products
for period of 7 years in Zone B and C, 9 years in Zone A. Such units in lieu of
deferment can opt for exemption for a period of S years in Zone B and C and 7 years in
Zone A. In case of pioneer units these incentives are allowed for two year more.
Incentives are allowed for modernisation/diversification/expansion of the units.

Continuing units of 1986 policy have now been allowed exemption from payment of
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tax on finished products for an additional period of 2 years. Further, the continuing
units of 1980 policy are also now allowed exemption of tax on sale of finished products

as admissible to new units.
2. Registration

Every dealer whose annual turnover exceeds Rs.1,00,000 lakh is required to
get himself registered. Any dealer whose gross turnover exceeds Rs.10,000 may also
apply for registration voluntarily. Besides, provisional registration is available to a
dealer who intends to establish a business of manufacturing goods if the sale of finished

product is expected to exceed Rs.50.000 within a year.
3. Assessment

Returns: Under the Orissa Sales Tax Act, a dealer is required to submit quarterly
returns. The returns are required to be filed for a liability under the Orissa Sales Tax
Act within a month from the expiry of each quarter, accompanied by proof of payment
of tax. The Commissioner may, however, require any dealer to file monthly return. In
addition to the quarterly or monthly return, a dealer has to file an annual return within

30 days of the expiry of the year.

Mode of Assessment: Assessment may be completed without the requirement of
production of accounts, etc. if the assessing authority is satisfied about the correctness
and completeness of the return. The authority may, it he thinks fit, call for accounts and
other evidences from the concerned dealer. Failure to submit these may result in a best

judgement assessment. The assessment is concluded on quarterly basis or annually.

Assessment has to be completed within three years. Assessment proceedings
can be reopened within a period of five years from the expiry of the relevant year it
there has been any under-assessment or escapement of taxable turnover in respect of

any registered dealer.
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4. Penalty and Prosecution

Penalty: There are a number of provisions prescribing the imposition of penalty for
defaults committed under the Orissa Sales Tax Act. Any dealer realising tax without
first getting himself registered or a registered dealer charging tax in excess of the due
amount, is liable to pay penalty which may be equal to three times the amount of tax
realised. Failure ot a registered dealer to file any return by the due date without
reasonable cause also attracts penalty not exceeding a sum equal to one-tenth per cent
of tax or Rs.10. whichever is higher, for each day of default. Penalty is also leviable in

cases in which any tax has escaped due to omission or failure on the part of a dealer.

Prosecution: Section 25, of the Orissa Sales Tax Act enumerates various offences

which are punishable with fine or with imprisonment or with both.

Business carried on by a person who has not got himself registered though he
is liable to pay tax, is punishable with imprisonment upto six months. Imprisonment
upto two years or fine or both have been prescribed for submission of incorrect
accounts or documents. Filing of false return or failure to file return are offences
punishable with imprisonment for six months or with fine. The Commissioner has
power to compound offences against receipt of composition money, which in most

cases does not exceed Rs.3,000.

5. Administrative Organisation

The Commissioner of Sales Tax is the Head of the Department. He is assisted
by Additional Commissioners, Assistant Commissioners, Sales Tax Officers and
Inspectors. In Onssa, the Commissioner has also to administer the Orissa
Entertainment Tax Act, 1946 in addition to the Orissa Sales Tax Act and the Central
Sales Tax Act. The headquarters also includes a taxation, research and statistical wing

which deals with the statistical information relating to the department.
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The State has been divided into three administrative zones, namely, north,
south and central. Each zone has been placed under the charge of one Additional
Commissioner who assists the Commissioner in discharging his duties. A zone
comprises of a number of ranges, each range being administered by an Assistant
Commissioner of Sales Tax. There are in all nine ranges in the State. The Assistant
Commissioner also hears appeals against orders of assessment passed by the STOs and
is in overall charge of the sales tax administration of the range including collection of

tax.

A range is divided into a number of circles, which are the primary
administrative units of the Department. Each of this is under the charge of an STO,
CTO. There are 27 commercial tax circles in the State. The Commercial Tax Officer is
in charge of the overall administration of the circle including the collection of tax. He
also exercises powers as STO vested in him under the Statute and undertakes
assessment of dealers in addition to looking after ancillary matters. Each circle consists
of a number of wards which are under the charge of Additional Commercial Tax

Officers. A ward normally contains about 200 dealers.

The State has three Intelligence Ranges, each of which is headed by an
Assistant Commissioner (Intelligence). There are three intelligence circles and nine
investigation units functioning under the administrative control of the intelligence
range. A mobile squad consisting of one Additional Commercial Tax Officer and one
Inspector is attached to each range. There are 38 checkposts including 12 unitied

checkposts (involving some other departments also) along the State border.
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6. Appeal/Revision

The dealer, aggrieved by the order of assessment, penalty or interest may
appeal against such order to the Assistant Commissioner of Sales Tax. But against the
first appeal order either the State or the dealer may go for a second appeal before the
Sales Tax Tribunal. However, on matters not related to assessment, penalty or interest,

a revision petition may be tiled before the Commissioner of Sales Tax.

7. Checkposts

Checkposts are manned by one or more STOs along with other auxiliary staff.
Goods are intercepted at the checkposts for scrutiny of dealers’ declarations (in the
prescribed form), challan, bills and other relevant documents. If these are not found
satisfactory, the Sales Tax Officer is empowered to collect tax on the goods, after

allowing due opportunity to the concerned person.
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PUNJAB

In Punjab, the general sales tax was first introduced through the Punjab
General Sales Tax Act, 1941. It was a multi-point tax applicable to dealers whose
turnover exceeded Rs.10,000. The Act was replaced by the Punjab General Sales Tax
Act, 1948 which, along with the Central Sales Tax Act, 1956, and the Punjab Motor

Spirit (Taxation of Sales) Act, 1939, governs sales tax administration in the State.

1. Structure

Tax is payable by every dealer whose annual gross turnover is Rs.1 lakh or
more. For manufacturers and for those running restaurants, the limit is Rs.40,000. This

limit does not apply to the importers.

Point of Levy: Sales tax in Punjab is a single-point levy, confined, as a general rule, to
the last stage of sale. Where goods are liable to purchase tax, it is levied at the last
purchase point. However, the State Government has power to authorise by the issue of
a special notification the levy of tax on any goods at the first stage of sale. At present,
37 commodities are taxed at the first sale point, and include vegetable ghee, cement,

bricks, motor vehicles, etc.

Rate Structure: The rates vary from 1 per cent to 10 per cent. The maximum rate of 10
per cent applies to goods used by upper classes, including arms and ammunition, motor
vehicles. aerated water, watches and clocks, etc. The minimum rate of 1 per cent is
applicable to certain electronic goods and new industrial units. Bullion and specie,
indigenous tractors, cotton thread, pesticides and a few others are taxed at 2 per cent.
Other rates are 4, S and 7 per cent. The general rate is 7 per cent applicable to

non-specitied items.
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Purchase tax is levied at only two rates, viz., 7 per cent and 4 per cent.
Bhabbar, kahi and chillies are taxed at 7 per cent while the remaining items such as
oilseeds, paddy, rice, etc., are taxed at 4 per cent. No tax is levied on industrial inputs
subject to the condition that the furnished goods would be sold within the State or sold

outside the state in the course of inter-state trade or commerce or exported out of the

territory of India.

Additional Tax: Every dealer liable to pay tax has also to pay additional sales tax equal

to 10 per cent of the tax payable. This is not chargeable in respect of declared goods.

Purchase Tax: Goods enumerated in Schedule ‘C’ of the Act are subject to the levy of
purchase tax. Cotton, oil seeds, rice, wheat, paddy etc. come under this category. Apart

from these goods purchase tax is also imposed under certain conditions.

A dealer purchasing goods from within the State is liable to pay tax on the
purchase thereof if he (1) uses these goods within the State for manufacture of tax-free
goods or (2) uses these goods in the manufacture of taxable goods but sends the
manufactured goods outside the State in any manner other than by way of sale in the
course of inter-State trade or commerce or in the course of export out of the territory of
India or (3) uses such goods for a purpose other than that of resale within the State or
sale in the course of inter-State trade or commerce or (4) sends them outside the State,
other than by way of sale in the course of inter-State trade or commerce or in the course
of export out of the territory of India, and no-tax is payable on the purchase of such

goods under any other provision of the Act.

Works Contract, Leases, Hire-purchases: The definition of the term ‘dealer’ was
amended to include a person engaged in the business of transfer of property in goods
(whether as goods or in some other form) involved in the execution of works contract.
The definitions of the terms “goods’, “sale’ and “purchase’ has also been amended on
the same lines. Thus levy of sales tax on works contracts is envisaged in the Act. The

rate of tax is notified for different types of goods. Similarly goods transferred under
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hire-purchase or under any other instalment system and transfer of right to use any
goods for any purpose (whether or not for a specified period) for cash, deferred

payment or other valuable consideration is also liable to levy of sales tax.

Exemptions: Schedule B specifies 94 tax exempted goods. As in other States, these
include goods of mass consumption such as eggs, fresh fruits, textiles, exercise books,
etc., and a large number of other goods such as agricultural implements, solar cookers
and gobar gas plants. Besides, there is provision for conditional exemption, for instance
in the case of photographic goods including X-ray photos when sold by a photographer,
handspun yarn when sold by one who deals in it exclusively, and country-made shoes

when sold directly by the shoemakers.

Treatment of Inputs: The raw material used in the manufacture of goods which are sold
(i) within the states (ii) in the course of inter-state sales (iii) exported out of the country
is not taxed separately. Only finished goods are taxable. However, the goods used in
the manufacture of tax free commodities is brought to tax on the purchase value of such

goods used in the manufacture.

Incentives to Industries: New Industries situated in zones A, B, C (which are classified
according to their deve- lopment) are allowed to pay tax on their sales at a concessional
rate of one per cent. The percentage of fixed capital investment for SSI, large and
medium scale Industrial units vary from Rs.S0 to 100 lakh. Incentives in the form of

exemption/deferment ot sales tax is given to the electronic industry.
2. Registration

All dealers liable to pay tax have a statutory obligation to get themselves
registered under the Act. The law also provides for voluntary registration by other

dealers whose gross turnover during a year exceeds Rs.15.000 although they are not

liable to pay tax.
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3. Assessment

Returns: Every dealer is required to furnish annual or quarterly returns in the prescribed
form. A dealer may have to file an annual return if he deals exclusively in goods liable
to tax at the first stage of sale or if he is a dealer whose annual turnover does not
exceed Rs.2 lakh. These returns have to be filed, along with proof of payment of tax,
within 30 days of the end of the quarter. The assessing authority can prescribe monthly
returns for a dealer who would otherwise be required to furnish quarterly returns for
reasons to be recorded by him in writing. A monthly return has to be filed by such date
within the following month as may be specified in the registration certificate of the

dealer.

Mode of Assessment: Assessments are completed on an annual basis. Subject to the
satisfaction of the assessing authority, tax is assessed without calling for accounts, etc.
Where a dealer, after having filed the return, fails to produce evidence in compliance
with statutory notice, the assessing authority may proceed to assess the tax to the best
of his judgement. Such assessment has to be completed within a period of five years
from the expiry of the year to which the tax relates. The assessing authority also has
the power to reassess the tax within five years from the expiry of the year to which the

tax relates.

Summary Assessment: To reduce pendency of assessment cases, a scheme was
introduced in 1987 for making summary assessments. Under this scheme the assessing
authority is required to complete the assessment and levy tax as per return filed without
requiring the dealer to produce books of account etc. The scheme is applicable in all
cases where the gross turnover for any year ending on 31.3.86 or before did not exceed
Rs.2 lakh.
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4. Penalty

If a dealer fails to pay the amount of tax due from him under the Act in
accordance with the return submitted by him, the assessing authority may, after giving
an opportunity, levy a penalty not exceeding 1.5 times but not less than 10 per cent of
the amount of assessed tax. Maintaining incorrect accounts with a view to suppress the
turnover, etc. also attracts a penalty, which cannot exceed 1.5 times but is not less than

25 per cent of the amount of tax assessed.

Besides, the Act provides for the imposition of a penalty not exceeding
Rs.2,000 on any person who contravenes or fails to comply with any provisions of the
Act or the rules if no other penalty is provided under the Act. In the event of
continuing default, a penalty not exceeding Rs.50 per day of continued default may be

imposed.
5. Administrative Organisation

The department is headed by the Excise and Taxation Commissioner, who is
usually an IAS officer in super-time scale. He is assisted at the Headquarters by four
Joint Excise and Taxation Commissioners who look after work relating to sales tax,
excise, inspection and administration, respectively. There is also an enforcement wing

at the headquarters, administered by a Deputy Excise and Taxation Commissioner.

There are three divisions, each controlled by a Deputy Excise and Taxation
Commissioner (Admn.). The head of every district is an Assistant Excise and Taxation
Commissioner, who has a number of Excise and Taxation Officers under him. They
perform the functions of assessing authorities in respect of the wards under their

jurisdiction. The Excise and Taxation Officers are assisted by Excise and Taxation

Inspectors.
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An Appeal against the order of the assessing authorities lies to the Deputy
Excise and Taxation Commissioner (Appeals) who are posted at each of the divisional

headquarters. The second appeal lies before the Tribunal.

6. Appeals/Revision

Appeals against the assessment orders passed by an officer below the rank of
Deputy Excise and Taxation Commissioner, and Commissioner lies to the Deputy

Excise and Taxation Commissioner, the Commissioner and the Tribunal respectively.

An appeal order passed by Deputy Excise and Taxation Commissioner or by
the Commissioner are further appealable to the Tribunal. The Commissioner has
powers of suo moto revision of the records where the proceedings are pending or

disposed of by any subordinate officer.

Mistakes apparent from the orders passed by the Commissioner or Tribunal

can be rectified within two vears from the date of any order by the Commissioner and

Tribunal respectively.
7. Checkposts

The administrative field formation also includes 18 checkposts in the State.
All vehicles entering or leaving the State have to furnish a declaration in the prescribed
form giving the details of the goods carried by them. These details are forwarded to the

assessing officers in the field for further necessary enquiries.

Officers in charge of the checkposts are empowered to inspect any goods
which are being transported through any barrier/checkpost. If any discrepancy is found
between the goods being transported and those shown in the documents produced the
goods are detained and the officer-in-charge of the checkpost gives an opportunity to

the owner of goods of being heard and if he finds that tax evasion was attempted, he
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imposes a penalty not exceeding rupee one thousand or twenty per cent of the value of
goods whichever is higher. If the penalty is not paid within 20 days from the date of the

order the goods detained are liable to be sold by public auction for realisation of the

penalty.
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PONDICHERRY

The Pondicherry General Sales Tax Act was introduced in 1966 for the first
time and was reintroduced in 1967 with effect from 1.4.1966. Sales Tax in Pondicherry
is administered by the Pondicherry General Sales Tax Act 1967 and Central Sales Tax
Act 1956.

1. Structure

Every dealer whose total turnover is not less than Rs.1 lakh per annum and

any casual trader irrespective of his turnover is liable to pay tax.

Point of Levyv: Pondicherry has adopted a single point taxation system. The goods
mentioned in Schedules I and II are liable to tax at the point of sale or purchase
irrespective of the turnover and the goods included are typewriters, electronic systems,

clocks, motor cars, etc.

Rate Structure: Schedule [ and Il enumerate the goods taxable at either first sale or last
purchase point. There are around 71 items in Schedule I and the rate of tax ranges from
1 per cent to 20 per cent. Bullion specie, cotton waste, copper at the rate of 1 per cent,
sound transmitting equipments etc. at the rate of 12 per cent, molasses at the rate of 15
per cent and so on. The commodities which are not mentioned in any of the schedules

are taxable at 3.5 per cent on their first sale in Pondicherry, with effect from 1.11.1990.
Exemptions: The commodities mentioned in Schedule III are exempted.

Taxation of Inputs: The inputs such as raw materials and machinery sold by the Raw
Materials Depot set up by the National Small Industries Corporation to the Small Scale
Industries for the purpose of manufacture are exempted and the tax payable in respect

of components sold to a manufacturer is at the rate of 1.5 per cent.
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Incenuives to Industries: Sales of goods manufactured by registered small scale
industries and other industries located in Pondicherry and yanam are eligible for
exemption both under Pondicherry GST Act and CST Act for a period of 5 years from
the date of commencement of the production; to the extent of 50 per cent on the sales of
the products of small scale industries under CST Act for a further period of 7 years and
thereafter 25 per cent concession for a further period of 7 years. The concessional rate
of 50 per cent and 25 per cent are available after completion of first 5 years only under
CST Act 1956 and under local Act the total exemption alone is eligible for a period of
five years from the date of commencement of production. In respect of industries
located in Karaikal and Mahe full exemption both under the Pondicherry General Sales
Tax Act and CST Acts for a period of ten years from the date of commencement of
production. Thereafter 50 per cent concession for a period of seven years and 25 per
cent concession for another seven years are eligible in respect of the sale of SSI
products. In lieu of 50 per cent and 25 per cent concession, Sales Tax at 1 per cent only
as payable in respect of the interstate sale of goods manufactured by the Small Scale
Industries located at Pondicherry and Yanam for a period of four years from the date of
completion of the first five years from the date of commencement of production and for
nine years in respect of the small scale industries located in Karaikal and Mahe from
the completion of first ten years from the commencement of production provided the

required declarations in joint C or D or a declaration in prescribed form provided is

produced.
2. Registration

Every dealer whose total turnover is not less than Rs.1 lakh needs to get
registered. However, the dealers dealing in the goods mentioned in Schedules I and II,

and the casual dealers are liable for registration irrespective of their turnover.
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3. Assessment

Returns: Every dealer, except the casual dealer whose estimated total turnover is not
less than Rs.30,000 should within 30 days from the commencement of the business file
the return showing the estimated turnover and the dealers dealing in goods mentioned
in Schedules I and II of the Act should submit a return within 30 days from the
commencement of the business irrespective of the turnover. Dealers opting to pay tax

under Rule- 18 should submit a monthly return by 20th of succeeding month.

Every dealer should on or before 1st day of May in every year submit a return

showing his total and taxable turnover during the preceding year.

Mode of Assessment: Final assessments are completed normally on an annual basis. If
the returns filed are found to be satisfactory, the assessment is concluded by accepting

the same. If any irregularities are noticed, then the order is passed to the best of

assessing authority’s judgement.

There is a separate Intelligence wing consisting of Joint Commercial Tax
Officer, Deputy Commercial Tax Officer and two Assistant Commercial Tax Officers
who check the lorry booking offices, railway parcel booking office and local dealers for
collecting information about the transactions. They also have powers to inspect the

premises of dealers and lorries to check evasion.
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RAJASTHAN

The Rajasthan Sales Tax Act was enacted in 1954. Levy of sales tax in the
State is through Rajasthan Sales Tax Act and Central Sales Tax Act.

Other enactments administered are:

a.  The Rajasthan Entertainment and Advertisement Tax Act 1957.

b.  The Rajasthan Electricity Duty Act.

c.  The Rajasthan Tax on Entry of motor vehicles into local areas act
1988.

d.  The Rajasthan video films (regulation of exhibition) Act 1990.

1. Structure

Every dealer whose total turnover in a year is Rs. one lakh with the taxable
turnover of Rs.10,000 in the previous year and importers, manufacturers and
co-operative societies with a turnover of Rs.50,000 and Rs.70,000 respectively with a
taxable turnover of Rs.5,000 in the previous year become liable to pay tax, if their

taxable turnover exceeds Rs.5.000.

Point of Levy: Rajasthan has a single point levy, levied at the point of first sale.

However, manufacturers have the option to shift the tax liability on the second point.

Rate Structure: List 1 gives the details of the goods taxable at different rates ranging
from 2 per cent to 30 per cent under roughly 30 groups. While List Il gives out
conditional exemptions the Schedule gives the details of goods exempted from tax on

their purchases and sales. List 111 enlists the goods specified for casual traders and list
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IV declared goods, liquor, goods taxable at last purchase point preceding export and the

goods taxable at multipoint. Annexure I to List I gives the electronic goods taxable at 4

per cent.

Purchase Tax: Every dealer who purchases goods other than exempted goods in the
circumstances in which no tax under the State Act is payable on the sale price of such
goods is liable to pay tax on the purchase price of such goods at the same rate at which

it would have been leviable on the sale price of such goods.

Works Contract: Works Contract Act was introduced in 1987-88 and tax is levied on
works contracts relating to immovable and moveable properties, installation and fitting

out.

Leasing: Transfer of right to use goods is liable to tax. The rate of tax ranges from 6 per
cent to 10 per cent in respect of 6 categories of specified goods, including video
cassettes, video cassette recorders, air-conditioning equipment, all types of tents with
their accessories, etc. However, to begin with a lumpsum yearly fee of Rs.2,500 and
Rs*500 is levied on owners of tent houses depending upon their being income tax

payers or not.

Exemptions: Schedule II and List II give the list of exempted goods like fruits,

handlooms and such other goods of mass consumption and certain specific exemptions.

Taxation of Inputs: Raw materials purchased for the manufacture of goods other than

taxable goods for sale within the State or outside the State are taxable at a concessional

rate of 3 per cent.

Inceniives to Industries: In Rajasthan, incentives to industries are by way of exemption
upto 90 per cent, 75 per cent, to very prestigious, prestigious, small/medium and large
scale Industries fer 9 to 11 vears, 7 to 9 years and 5 to 7 years respectively. Further,

there is concessional rate of 3 per cent on the purchase of raw material. Sale of
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machinery for setting up industry in Rajasthan in respect of cement, tobacco. sugar,
electronics, food processing industries and local mineral based industries are also

exempt from tax.
2. Registration

For registration of a dealer under the Act, the minimum turnover in the

previous year should be as under:

a. Importers Rs. 50,009

b.  Manufacturer other than manufacturer of
cooked food excluding bakery products Rs. 50,000 -
c. Co-operative Societies Rs. 70,000

d. Dealer not falling in (a), (b) and
(c) provided that his taxable turnover

exceeds Rs.10,000 in the previous
year. Rs. 1,00,000

e. Tax liability in respect of restaurants,
halwais, dhabas and other eating
establishment. etc. Rs. 2,00,000

3. Assessment

Returns: A dealer is required to file quarterly returns not later than 30 days tor first
three quarters and not later than 60 days for the last quarter, before the assessing
authority. However, a dealer whose taxable turnover does not exceed 1/10th ot his
turnover may obtain permission from the assessing authority to file annual returns.
Further dealers dealing exclusively in exempted or tax suffered goods and whose

annual turnover in the preceding accounting year does not exceed Rs.15 lakh are not
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required to file returns. Provisional assessment could be made in respect of the dealers
failing to file return and also in cases where the assessing authority has the reason to

believe that the dealer has evaded tax.

Mode of Assessment: Assessments are concluded annually on the basis of the returns
filed for all the periods. It the returns are not tiled by the dealer or if the same are found
to be incorrect or incomplete, the assessment may be concluded to the best of assessing

authority’s judgement and accept the return it it is found to be correct.

Self Assessment Scheme: A new self assessment scheme was introduced in the State in
the year 1989-90. Under this scheme assessment of dealers with a turnover not
exceeding Rs.10 lakh but the taxable turnover of such dealer exceeding by at least 15

per cent over previous year is finalised on the basis of returns filed by dealer.

The Act has laid down a limitation of 3 vears for regular assessments to be
completed. In case of escaped assessments, such limitation is 8 years. However, the
Commissioner has powers to extend the limit by six months in case of regular

assessments.

4. Penalty There are provisions not only for penalty but also for simple imprisonment
after due prosecution in case of certain offences like non-payment of due demand,

fraudulently evading the payment of tax, preventing or obstructing inspection, etc.

Interest and Penalty: Every dealer who is liable to pay tax by a particular date but fails

to do so is liable to pay interest at the rate of 2 per cent every month.

There are a number of provisons providing for penalties to be imposed on
dealer for contravention of the of the provisions of law. For avoidance and evasion of
tax, a dealer may be penalised with an amount of penalty not exceeding twice the

quantum of tax avoided or evaded. A dealer can be prosecuted also for certain oftenses.
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5. Administrative Organisation

Commissioner

Additional Commissioner
Additional Commissioner
(Anti-evasion)

Additional Commissioner (Admn)
6 Deputy Commissioners (Admn)
Other Deputy Commissioners:

Anti-evasion 4, Appeals-6,
Tax-1, Legal-1, Revision-2

Chief Accounts Officer

Joint Director (Statistics)

Commercial Taxes Officers,
Commercial Tax Ofticers (HQ).

Commissioner, Commercial Taxes, Rajasthan,
Jaipur is the Head of the Department. The post is
of supertime scale [AS.

He is an 1AS officer of senior scale responsible
for general tax, legal, writs and revision works.
He has judicial powers also.

He is a senior scale IAS officer responsible
for anti-evasion activities of the department. All
flying squads work under his supervision.

He is a. supertime scale State Admnistrative
Service officer who performs duties in respect of
administrative works, pavment, stores etc.

The territory has been  divided into 6 zones
each headed by a Deputy Commissioner (Adm.).

There are 5 posts of Deputy Commissioner
(Anti-Evasion), one of which is at the Head-

quarters and the others at Jaipur, Udaipur, Kota
& Bikaner. Deputy Commissioners (Appeals) do
appellate work. The remaining three posts are
Deputy Commissioner (Tax), Dy. Commissioner
(Legal) and Dy. Commissioner (Revision),
respectively.

There is one post of Chiet Accounts Officer in
the department. He is a State Accounts Services
Officer, responsible for audit objections,
collection  of  revenue  figures, internal
checkposts, accounts work, budget allotments,
etc. 3 AOs and 13 AAOs work under him.

One post of Joint Director (Statistics) of the
State Statistics Service is assigned at this
department.

There are 68 Commercial Taxes Officers. The
CTOs of the circles have administrative as well
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& Assistant Commercial Tax

Commercial Taxes Inspectors

Checkposts

Flying Squads

6. Appeals

as quasi-judicial Ofticers powers under the Act.
58 CTOs are assessing authorities who are heads
of the circles, while the remaining 10 CTOs are
posted in Anti-evasion, Revision, etc.

283 Asstt. Commercial Taxes Officers work in
the department. They have wards which are
constituents of circles.

There are 329 Commercial Taxes Inspectors
working in the department to assist the circle/
ward Officers.

About 75 border checkposts have been set up by
the department. These are established with the
purpose of checking tax evasion. There are
internal checkposts which collect purchase tax
and check evasion of tax in inter-state movement
of goods.

Each zone has a flying squad while there are 2
Central flying squads at the Headquarters. The
Officer in charge of the flying squad is an
Assistant Commercial Taxes Officer who is
assisted by a Commercial Taxes Inspector. The
flying squads are involved mainly in transport
checking, border patrolling and surveillance of
the checkposts. In all, there are 12 flying squads.

An appeal under RST Act against the order of an assessing authority or

officer-in-charge of checkpost can be filed before the appellate authority. Further

appeal lies to the Sales Tax Tribunal.

Revision lies to the High Court against an order of the Sales Tax Tribunal.

If the order of an assessing authority is found to be erroneous and prejudicial

to the interests of State revenue, the Commissioner has been empowered to revise such

order suo moto.
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7. Checkposts

The Commissioner can establish a checkpost for a period not exceeding six
months to collect documents relating to movement of good, to collect tax on casual
commodities, purchase price of animals immediately preceding their export outside the
State of Rajasthan. The State Government is empowered to establish a permanent
checkpost for any period. The total number of checkposts as on 1.12.1990 was 161 out
of which 89 were permanent and 72 were temporary and they are border as well as
internal checkposts (Border-96 and Internal-65). Recently an amendment was brought
in for establishment of checkposts on contract basis. A provision for system of transit

pass to be given at different checkposts, is introduced.
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SIKKIM

The Sales Tax was introduced in the State of Sikkim in 1948. Till the merger
with the Union of India in 1974, Sikkim was treated as a buffer State. The Sikkim Sales
Tax Act was enforced with effect from 12.5.1983. The sales tax is administered in
Sikkim by the Sikkim Sales Tax Act 1983 and the CST Act 1956.

1. Structure

All dealers with a turnover of Rs.10,000, importers and manufacturers are

liable to pay tax.

Point of Levy: Sales tax in the state is leviable only at a single point in a series of sales,
generally at the last point when the goods are sold by a registered dealer to a consumer

or to any other dealer not registered under the Act.

Rate Structure: Under the Sales Tax Law which was in force prior to May 1983, the tax
was levied at a uniform rate of 5 per cent on all goods and at 5 paise per litre on petrol.
The Sikkim Sales Tax Act 1983, brought into force w.e.f. 12.5.1983, prescribes 3 rates
of taxes viz. 10 per cent on certain luxury goods listed in Schedule II of the Act, 4 per
cent on declared goods and 6 per cent on all other goods. Certain goods are exempted
from the levy of the tax under the Act by the Act itself and these are listed in Schedule
[ of the Act.

Exemptions: Schedule I lists goods that are generally exempted from tax i.e. cereals,

pulses, flour, bread, fish, vegetables, salt, milk etc. which are goods of mass

consumption.
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Incentives to Industries: All industrial units which are defined by the Government of
India as small scale industrial undertakings set-up in the State of Sikkim are exempt
from payment of Sikkim sales tax for a period of five years from the date the industrial

units enter into production.

2. Registration

No turnover has been fixed for the registration of dealers under the provisions
of the Act. The dealer who purchases from local wholesale dealer and whose turnover
does not exceed Rs.50,000 per annum is exempt from registering himself under the
Sikkim Sales Tax Act. However, the dealers purchasing goods from outside the State
for sales in Sikkim are required to register themselves under the Sikkim Sales Tax Act

irrespective of their turnover.

3. Assessment

Returns: Every liable dealer should furnish returns every quarter showing the total and

taxable turnovers.

Mode of Assessment: Ordinarily assessments are concluded annually after verifying the

books of accounts produced by the assessee.

Rebate: A rebate at the rate of one per cent of the amount of tax paid by the dealer

within the time prescribed, is granted.

4. Prosecution and Penalty

An offending dealer under the Sikkim Sales Tax Act, is punishable with
imprisonment upto one year or with a fine to the extent of Rs.10,000 or both; and if the
offence is a continuing one, with a daily fine of rupees one hundred during the period

of continuance of the offence.
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5. Administrative Organisation

Administration of the sales tax is directly under the finance department and
the Secretary, Finance is the head of the department assisted by one Joint
Commissioner, one Deputy Commissioner, two Assistant Commissioners and

Inspectors. It is administered from its head office situated at Gangtok.

6. Appeals

A dealer can appeal to the appellate authority against any order passed by the
assessing authority, within 45 days from the date of order. The second appeal lies to the

Appellate body.

7. Checkposts

As empowered under the provisions of the Sikkim Sales Tax Act, checkposts

have been set-up for the purpose of checking evasion.
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TAMILNADU

Tamil Nadu (the erstwhile State of Madras) was the first State in India which
introduced Sales Tax in 1939. The 1939 Act was repealed and replaced by the Tamil
Nadu General Sales Tax Act, 1959 with effect from 1.4.1959.

At present, the following enactments for the levy of sales tax are in force in
the State.

A.Tamil Nadu General Sales Tax Act, 1959.
B.Tamil Nadu Additional Sales Tax Act, 1970.
C.Tamil Nadu Sales Tax (surcharge) Act, 1971.
D.Central Sales Tax Act, 1956.

A. TAMIL NADU GENERAL SALES TAX ACT, 1959
1. Structure

Every dealer whose turnover for any year is Rs.1 lakh or more becomes liable
to pay tax. However, dealers in goods subject to single-point tax are required to pay tax

irrespective of turnover.

Point of Levy: General Sales Tax was collected either as a single point or as a
multipoint levy upto 30.3.1990. From 1.4.1990, it has been made a single point levy.
Schedules I and II of the Act list out the commodities covered under single point while
Schedule 11 lists out the declared goods which are essential for human consumption viz.
cereals, oil seeds, iron and steel etc.. Schedule I lists out all other articles that are
subjected to single point levy. The number of commodities covered under Schedule I is
207 as on 1.4.92. Single point tax rate ranges from 1 per cent to 50 per cent of the

turnover of such goods. Goods listed out in Schedule I are exempted from tax.
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Rate Structure: Schedule [ lists the 196 commodities subject to single-point tax, at
rates specified in column 4. The minimum rate is 2 per cent, applicable to a few more
commodities including raw wool. The maximum rate (excluding liquor) of 15 per cent
applies to luxury goods such as refrigerators, VCRs, iron and steel safes, etc. Molasses
is liable to tax at 25 per cent and arishtams and asavas are taxable at 30 per cent.
Foreign liquor is taxed at 50 per cent. IMFL and country liquor are taxed at 25 per cent.

Other rates in use are 2, 3, 3.5, 4, 5, 6, 8, 10 and 12 per cent.

Schedule I deals with goods declared to be of special importance in
inter-State trade and commerce. Most commeodities in this Schedule are taxed at 3 and

4 per cent on single-point basis.

Uniform single-point rate of 8 per cent is leviable on non-specified general
goods except those goods on which the taxes are either reduced or exempted through

notification or by including them in Schedule 1.

Purchase Tax: Purchase tax is levied only under certain circumstances with a view to
preventing loss of revenue. When a dealer purchases taxable goods to be used in the
manufacture of other goods but disposes of the manufactured goods in a manner other
than by way of sale within the State or despatches them to a place outside the State
except as a direct result of sale in the course of inter-State trade or commerce, with the

result that no sales tax is payable by him, he is liable to pay tax on the purchase of such

goods.

Works Contract: Works contract in Tamil Nadu is taxable since 29.5.1984. Any dealer
executing works contract with a turnover of Rs.50,000 is liable to pay tax on works
contracts. Sales Tax on works contract ranges between 5 per cent to 15 per cent and 21

items of contract works are covered therein which include works contracts of painting

and polishing.
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Leasing: A transfer of right to use any goods for any purpose for cash, deferred
payment or other valuable consideration is taxable under the TNGST Act. Tax is levied

on the aggregate amount received or receivable.

Exemptions: Tax exempted goods, listed in Schedule III, include tobacco, sugar, cotton
and woollen fabrics, handloom cloth and a few other commodities. Besides, conditional
exemption, effected through special notifications, is accorded to the sale/purchase of a
number of goods by certain persons or institutions. Sales of food and drinks by hostels
and canteens run exclusively for the benefit of students of recognised educational
institutions in the State, sales by Defence Services installations which are managed by
the units themselves, sales by cooperative wholesale stores to primary cooperative
stores in the State are included for such exemption. Sales of hearing aids, ambar

charkhas, etc. are also exempt from tax.

Taxation of Inputs: Sale of raw material and component parts specified in Schedule I,
meant to be used by the buying dealer in the manufacture of goods (specified in the
same schedule) is taxable at the concessional rate of 3 per cent. on furnishing the
requisite declaration in the prescribed form. If the raw materials and component parts
so purchased are not consumed in the manufacture and sold as such, the dealer
purchasing the goods in respect of which he had furnished declaration should pay the

difference of tax payable on the turnover relating to sale of such goods at the rate

prescribed and 3 per cent.

Incentives to Industries: New industries are granted an interest free loan for a period of
3 to 6 years depending on the type of the industry whether SSI, large or medium scale
to the 20 to 25 per cent of the fixed assets of the industries. Deferment in tax payable is
granted to any industry having an investment of not less than Rs.50 crore but below Rs.

100 crores for a period of 10 years.
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2. Registration

Dealers whose turnover of general goods is Rs.75,000 or more are under a
statutory obligation to register. Persons dealing in goods enumerated in Schedules I and
II, dealers registered under the CST Act, commission agents and casual traders have to

get themselves registered irrespective of the quantum of their total turnover.

For dealers carrying on works contract/transfer of right to use the property,

turnover limit to register is Rs.40,000.

3. Assessment

Returns: Returns showing actual turover are required to be filed on a monthly basis
along with the proof of payment of tax by the 20th of the following month. An annual
return showing the total taxable annual turnover of the year has to be filed by the first
of May.

Mode of Assessment: Assessments are made annually. The law provides for the
completion of both provisional and final assessments. Provisional assessment is made
in the course of the year and is in the nature of advance assessment based on estimated
turnover. Final assessment is made on the basis of a dealer’s return which is filed in the
prescribed form. If, however, no return is filed by a dealer or the return filed is found to
be incomplete or incorrect, the assessment is made on the basis of best judgement. Such
an assessment can also be made if any part of the turnover is found to have escaped
assessment. However, this can be done within five years of the expiry of the year to

which the tax relates.

Deemed assessment system is proposed to be replaced by a new self
assessment system. Any trader with an annual turnover of less than Rs.5 lakh and who
has a clear record with no infringements and who does not use specified saleable form,

to make a self assessment return which will be accepted by the authorities.
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4. Penalty and Prosecution

Penaluies: The TNGST Act provides for the levy of penaity for varicus defaults

committed by dealers or other persons.

If a dealer does not fully disclose his turnover, penalty not less than 50 per
cent, but not exceeding 150 per cent of the tax payable on the undisclosed portion of
the turnover, may be levied after giving due opportunity to the dealer. Failure to file
return also attracts penalty which may not be less than 50 per cent and not exceeding
150 per cent of the assessed tax. Late filing of return also attracts penalty calculated at
the rate of 2 per cent of tax for each month of detault. Penalty is also leviable for filing

incorrect return and for collecting tax in contravention of the provisions of the Act.

Prosecution: Certain offences are also punishable with fine or imprisonment on

conviction, as mentioned hereunder:

Offence Punishment

i. Failure to file return as Fine upto

per law. Rs.200.

it. Failure to get certificate of Fine upto

registration under the Act. Rs.200.

1. Collection of tax in contraven- Fine upto

tion of the provision of the Act. Rs.500.

iv.  Wilful submission of an untrue Fine upto

return. Rs.2000.

v. Fraudulent evasion of tax. Simple
imprison-
ment upto
six months.

vi.  Wilful contravention of any -do-

provisions of the Act.
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vii.  Failure to keep or maintain -do-
accounts.

viii. Failure to make use of goods
according to declaration made
at the time of purchase. -do-

B. TAMIL NADU ADDITIONAL SALES TAX ACT, 1970

This Act came into force from 1.4.1970 and the rate of additional tax

applicable presently is as given below:

Turnover Rate of Additional Tax
1. Between Rs.10 lakh and Rs.40 lakh 1.25 per cent
2. Between Rs.40 lakh and Rs.1 crore 1.50 per cent
3. Between Rs.1 crore and Rs.5 crore 2 per cent
4. Between Rs.5 crore and Rs.10 crore 2.25 per cent
5. Exceeding Rs.10 crore 2.50 per cent

This tax cannot be passed on to the buyers and should be paid by the Assessees.

C. THE TAMIL NADU SALES TAX (SURCHARGE) ACT, 1971
Under the provisions of the Tamil Nadu Sales Tax (Surcharge) Act 1971,
surcharge on sales tax is levied on traders carrying on business at the rate of 15 per

cent. An additional surcharge of 5 per cent is levied in the Madras area.

Further with effect from 10.6.1981, additional surcharge of the tax is payable

on the goods sold in the corporation of Madras.
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5. Administrative Organisation

The overall administrative control is exercised bv the Special Commissioner
and Commissioner of Commercial Taxes. The entire State has been divided into nine
divisions, each headed by a Deputy Commissioner. In all. there are 33 Commercial Tax
Districts each of which is under the administrative control of an Assistant
Commissioner. The Department has been divided into three wings, viz., assessment

wing, appellate wing and enforcement wing.

The assessment wing has 298 assessment circles headed by Assistant
Commissioners, Commercial Tax Officers and Deputy Commercial Tax Officers. The
Assistant Commercial Tax Officer or Additional Assistant Commercial Tax Officer can
exercise the power of assessment of the dealers whose total turnover does not exceed
Rs.21 lakh and in respect of dealers whose total turnover exceds Rs.2 lakh but does not

exceed Rs.5S lakh involving a tax liability of Rs.3,000.

The Appellate Wing consists of 17 Appellate Assistant Commissioners and a
Tribunal at Madras with three additional benches at Madras. Madurai and Coimbatore.

The enforcement wing, consisting of inspection squads, Roving squads and
checkposts, detects evasion and suppression of information. This wing is administered

by a Deputy Commissioner.
6. Appeals/Revision

The first appeal against the assessment order by the assessing authorities other
than Assistant Commissioners lies to the Appellate Assistant Commissioners. An

appeal against the assessment orders passed by the Assistant Commissioner lies to the

Deputy Commissioners.

182



Sales Tax Systems In India: A Profile

Revision: The Deputy Commissioner or the Joint Commissioner of Commercial Taxes
have powers of suo moto revision of assessment orders passed by the assessing
authorities or the appellate authorities. Board of Revenue is vested with powers of
revision of order passed u/s 33(3) of the Act (an order for which an appeal is not

provided) by the Deputy. Commissioner of Commercial Taxes.

Appellate Tribunal: The second appeal on the order passed by the Appellate Assistant

Commissioners and the Deputy Commissioners lies to the Tribunal.

Any person objecting to an SMR order passed by the Joint Commissioner may

appeal to the High Court Madras.

7. Checkposts

Checkposts have been set up at vital points. They are manned by Commercial
Tax Officers and Assistant Commercial Tax Officers, assisted by Inspectors and other
auxiliary staff. As in other States, goods vehicles are intercepted at checkposts to verify
the goods against the required documents. Any default may result in penal action

against both the vehicle owner and the importer.
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TRIPURA

Tripura, a princely State, was merged with Indian Union on 15-10-1949 with
the status of a Union Territory. With effect from 21-1-1971 Tripura became a
full-fledged State.

Sales tax was introduced in the State by the enactment of Tripura Sales Tax
Act, 1976 with effect from 1-7-1976. Tripura Sales Tax Rules, 1976 come into force
from 30-8-1976. Apart from the Tripura Sales Tax Act. 1976 and the Central Sales Tax

Act, 1956 there is no other law in torce in the State for the levy and collection of sales

tax.
Tripura Sales Tax Act, 1976

1. Structure

Tax is levied on sales of certain commodities mentioned in the schedule which
are either manufactured, made, processed in Tripura or imported into Tripura from
outside Tripura. There is no minimum turnover limit prescribed to attract tax liability.
Every person dealing in taxable goods becomes liable to pay tax. Single point tax at

the point of first sale is being levied in Tripura.

As a result of 46th amendment of the Constitution works contract, transfer of
right to use taxable goods for any purpose, goods transferred on hire-purchase etc. were

also brought within the ambit of taxation.

Point of Levy: Tripura Sales Tax Act provides for single point tax at the tirst point of

sale in the State.
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Rate Structure: The present rate structure as per schedule of the Act varies from
minimum of 3 per cent leviable on drugs and medicines to 25 per cent applicable to
aviation turbine fuel. The transfer of the right to use taxable goods is taxed at 4 per
cent. Goods transferred in the execution of works contract are taxed at the rates given
in the schedule. Luxury goods such as refrigerators and cosmetics are taxed at 15 per

cent.

Additional Tax: Additional tax at the rate of 0.25 per cent is levies on the turnover of
the dealers whose annual turnover exceeds Rs.10 lakh. This is levied under the Tripura

Additional Sales Tax Act 1990, with effect from 1.4.1990.

Exemptions: Almost all essential commodities like food grains, pulses, cloth, salt,
edible oil, spices, etc. have been exempted from tax. These exemptions have been
allowed keeping in view the interests of the economically weaker section of people in
the State. Agricultural implements, hand made bakery goods, cottage matches, biogas

plant and artificial limbs, etc. are also tax-exempt.

Taxation of Inputs: Tripura is an industrially backward state and to promote the growth.
of industries. small scale industries: producing particular types of goods have been
totally exempted from the payment of sales tax for a fixed period. Any tax paid on
inputs which are notified as raw material is adjusted by way of allowing set-off or

refund.

Incentives 1o Industries: Tripura is an industrially backward state and to promote
growth of industries, small scale industries set-up in Tripura are also exempted from
payment of tax for a period of 5 years with effect from the date of first sale of their

manufactured products.
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2. Registration

Under the Act, registration is compulsory. No person can carry on business
dealing in taxable goods without obtaining a'certificate of registration under the Act.
Every registered dealer is under statutory obligation to keep true accounts of taxable
goods showing classification of goods produced, manufactured or brought and sold or
transferred. The issuance of cash memo/ill involving transaction for an amount of

Rs.5 or more is mandatory.

3. Assessment

Returns: Every registered dealer is required to file quarteriy returns of his turnover in
the prescribed form within thirty davs from the expiry of each quarter. The returns are

to be submitted along with the proot of payment of tax payable for the said quarter.

Mode of Assessment: Assessment of every registered dealer is made annually to
ascertain the correctness of the returns submitted for which books of account are
examined by issuing notice as prescribed under the law. Assessment is completed as
per return, if the assessing officer is satisfied after examining the accounts that these
have been correctly maintained. If account books do not exhibit the correct position, the
assessing authority shall pass an order indicating the discrepancies found and determine

the turnover.

Non-submission of the return or failure on the part of the dealer to produce
books of account may result in best judgement assessment which is completed on the

basis of available materials on records and other relevant factors.
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An assessment may be re-opened within 8 years of the end of the relevant
period it there has been under-assessment at the time of making the original
assessment. Similarly if a dealer liable to pay tax fails to get himself registered or file
return for any period he can be proceeded against upto 8 years trom the end of the

relevant period.
4. Penalty and Prosecution

The following penalties and punishments have been provided for, in the

Tripura Sales Tax Act for various defaults/offences.

Default/Offences Penalty/Punishment
a.  Failure to furnish Penalty of an

return by due date and amount not

in the prescribed manner. exceeding 150 per

cent but not

less than 10 per
cent of the amount
of tax payable.

b. Furnishing incorrect return. -do-

c. Non-compliance with notice of assessment. -do-

d.  Evading payment of tax. -do-

e. Dealing in taxable goods Imprisonment which
in contravention of the may go upto six
provisions of the Act. months or fine of

Rs.1,000 or both,
on conviction
before a special

magistrate.
f.  Failure to keep proper - -do-
account or records of sales.
g. Deliberate furnishing of -do-
incorrect information and
record. -
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h. Evasion of tax or concealment -do-
of liability to pay tax.

i Failure to pay any dues within -do-
time allowed.

J- Preventing or obstructing any -do-
officer during the period of
his duty.

k.  Collecting tax at a rate -do-

higher than that prescribed.

A dealer or person committing an offence may opt for composition of the
offences mentioned above in which case composition money may be accepted from the

offender.

Mode of Recovery: After the completion of assessment or levy of penalty, a demand
notice is issued requiring the dealer to deposit the same within a fixed time. Failure on
the part of dealer in this regard may result in the adoption of a special mode of recovery
viz., by issuing a notice to any person, bank, post office from whom any sums are
payable to the dealer to pay the amount towards sales tax dues. The arrears of tax are

also recoverable as arrears of land revenue.

5. Administrative Organisation

The Commissioner of Taxes heads the sales tax department in the State.
Besides, there are Additional Commissioner of Taxes, Deputy Commissioners of
Taxes, Assistant Commissioners of Taxes, Superintendents of Taxes and Inspectors of
Taxes to assist him. For the smooth administration of the department, the state has been

divided into eight administration units each of which is headed by a Superintendent of

Taxes.
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Most of the powers under the Act have been vested with the Commissioner of
Taxes. The power for hearing of appeals lies with the Assistant Commissioner of

Taxes.

The power of registration, cancellation of registration, making of assessment
and collection of taxes has been delegated to the Superintendent of Taxes. He is also
empowered to levy penalty and interest, make search and seizure and compound

otfences.

6. Appeal/Revision

An appeal against any assessment or penalty order passed by the
Superintendent of Taxes (Assessing Authority) may be filed within 30 days from the
date of service of the order before the Assistant Commissioner of Taxes subject to the
condition that the tax/penalty has been paid. The appellate authority has discretion to
reduce the amount to be paid before filing the appeal upto 50 per cent of the tax/penalty
payable. An appeal filed beyond the time limit of 30 days may be admitted, if delay is
shown to have occurred due to reasons beyond the control of the appellant. An appeal

against the order of Assistant Commissioner of Taxes lies before the Tribunal.

The Commissioner of Taxes is the revisional authority and a dealer may file a
petition before the Commissioner against an order passed by the assessing authority or
the Assistant Commissioner of Taxes within 90 days of the receipt of such order.

7. Checkposts

" To prevent tax evasion, 5 checkposts have been established in the state but
only one checkpost on the border is in regular operation while the others work

occasionally.
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UTTAR PRADESH

Starting with the Madras pattern of multi-point sales tax levy at the rate of 3
paise per rupee, by enacting the Uttar Pradesh Sales Tax Act, 1948, the State has
switched from an amalgam of single-point sales tax on some important commodities
and multi-point sales tax on other commodities, ultimately to a single-point sales tax
levy with effect from October 1975. The recommendations of the Taxation Enquiry

Committee (1974-75) were actually implemented.

The Sales Tax Department administers the Uttar Pradesh Sales Tax Act, 1948

along with the Central Sales Tax Act, 1956 with necessary modifications to date.

The levy of tax on purchase/sale of motor-spirit, diesel oil and alcohol is
governed by the United Provinces Sales of Motor-spirit, Diesel oil and Alcohol
Taxation Act, 1939, as amended upto date, and lies within the jurisdiction of the Excise

Department.
1. Structure

Sales Tax (or purchase tax) in Uttar Pradesh is leviable on the aggregate
turnover during the assessment year, amounting to Rs.1 lakh for manufacturers and to

Rs.1,50,000 for other dealers.

-

However, in the case of importers, the turnover limit for taxation has not been
provided. Thus, they are to be taxed on the sales of the goods irrespective of the

quantum of turnover.

190



Sales Tax Systems In India: A Profile

Point of Levy: Uttar Pradesh has basically adopted the levy of sales tax at the first stage
of sale covering a wide range of commodities sold by importers, manufacturers from
whom tax is realised. Sales tax at the last stage of sale i.e. to consumer, however, is

levied in the case of certain items such as footwear and other specified commodities.

Rate Structure: The rate of sales tax ranges from 2 to 14 per cent on goods varying
from cotton yarn, polyester staple fibre, machinery and their spare parts, chemical
fertilizers, oil (taxable at first stage of sale. Sweetmeats (taxable when sold to
consumer) etc., bull dozers, cranes (taxable at first stage of sale) certain fuel efficient

motor cars (taxable when sold to consumers)

Arms and ammunitions (first stage of sale) etc. The general rate is 8 per cent
for non-specified goods taxable at last stage of sale. Spirits, spirituous liquor are

taxable at the rate of 26 per cent (taxable at first stage of sale).

The first Schedule (under Section 3A) and List I describe the 76 goods subject
to tax at different rates and point of levy. List Il indicating 55 goods also details rates
and point of tax. Another list mentioning 6 goods too indicates certain declared goods

and certain other goods subject to tax at the rate of 2 per cent and 4 per cent.

Additional Tax: Every dealer is liable to pay additional tax at the rate of 25 per cent on

the tax assessed. There is no surcharge or turnover tax.

Purchase Tax: Purchase tax, is levied at the first point of purchase of 18 goods listed in
list III rates of which range from 2 per cent to 10 per cent on goods varying from

Bullion and specie ghee, gur, rab, etc.

Works Contract: To cover ‘works contract’, the definition of ‘sale’ has been enlarged
in Section 2(ii) to mean transfer of property in goods (whether as goods or in some
other form) involved in the execution of a works contract. The annual turnover for

taxation is Rs. one lakh; it appears to have been covered under the general category of
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dealers. The taxable event has also not been specified. The State Government may
determine the turnover in the manner prescribed under the relevant Rule and may fix
the tax rate, not exceeding 15 per cent, and different rates may be declared for different
‘classes of dealers’ (Section 3-F w.e.f. 1.11.1985). Section 8-D provides for deduction
of tax at source in cases mentioned in the notification specifying such cases at the rate

of 4 per cent.

Leasing: To cover ‘leasing’, the definition of ‘sale’ has been enlarged in Section 2 (iv)
to mean a transfer of the right to use goods specified in the schedule given thereunder
for any purpose (whether or not for a specified period) for cash, deferred payment or
other valuable consideration. The annual turnover of taxation in the case of leasing too
is Rs. one lakh to be determined in the manner specified in relevant rules at 4 per cent.
As in the case of ‘works contract’ the State government may determine the turnover in
the manner prescribed and may fix the tax rate, not exceeding 15 per cent, and different
rates may be declared for different goods for different ‘classes of dealers’ for ‘leasing’

also.

Exemptions: As per list [V, in accordance with Section 4(a) of the Act, and Annexures |

and II, as many as 100 goods have been exempted from tax.

Taxation of Inputs: Raw material (accessories, component parts, containers, packing
materials, consumable stores), for the purposes of manufacture in the State of Uttar
Pradesh of any ‘notified goods’ used by the dealer are either exempt from tax or are
subjected to concessional rate of tax subject to the condition that the manufacturer sells
the ‘notified goods’ within Uttar Pradesh or in the course of inter-state trade or
commerce or in the course of export out of India and he is granted a ‘recognition
certificate’ for this purpose. Violation of the conditions and restrictions attract penalty

provisions.
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Incentives to Industries: No Sales Tax or Central Sales Tax is payable on purchases of
raw materials and sales of finished goods of the new industrial units, such as
handicrafts, handloom industries, small scale industries, for a period of 7, 6 or S years,
as the case may be, from the date of first sale (within six months from the date of
starting production) by these industrial units in backward districts categorised as A, B,
C depending on the degree of development. This relief was available till 31.3.1990. In

cases where tax was not exempt but deferred, the deferment was for seven years.

Presently a "loan scheme" has been introduced. The new manufacturers have
been granted loans equal to the tax payable and the loan amount would be recovered by

book adjustments through the P.I.C.U.P.

2. Registration

All importers making inter-state sales or making purchases on the strength of
declarations (under Central or State Sales Tax Acts) and manufacturers (with a turnover
of Rs.1 lakh) and other dealers (with a turnover of Rs.1,50,000) who are liable to tax

under Section 3 have to get themselves registered.

However with effect from 1.4.1987, dealers who exclusively deal in tax free
items have been left out from the taxation net as a matter of relief from the formalities

of registration and consequent assessment.

Registration certificates granted to dealers, continue to be in force for periods

depending upon the fees paid by the dealers prior to the assessment year concerned.

Provisional: Provisional registration is granted to intending manufacturers.
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3. Assessment

Returns: Every dealer liable to tax, the aggregate of whose turnover, in any assessment
year exceeds Rs. two lakh should submit a return every month before the expiry of the
succeeding month except for the month of February which should be filed by the 20th
day of March.

Every dealer liable to pay tax under the Act, except the dealers specifically
excluded should submit a return within a month of expiry of the quarter concerned. A
relaxation, however, is allowed to those dealers whose total admitted tax liability
during the immediately preceding assessment year did not exceed Rs.500; they are
allowed to submit annual return but the admitted tax has to be deposited on pro-rata

basis every quarter on the basis of the previous year’s admitted tax figures.

Payment of Tax: Tax is to be paid within the time prescribed or by 31st August,
whichever is later, failing which simple interest at the rate of 2 per cent per mensum
becomes due and be payable on the unpaid amount with effect from the day

immediately following the last date prescribed.

Mode of Assessment: Assessments are to be completed by the Sales Tax Officers,
ordinarily upon the expiry of the assessment yeag i.e. the financial year. If the assessing
authority, after such an enquiry as he considers necessary, is satisfied that the return

submitted is correct and complete, will assess the tax on its basis.

Two variants of this provision have been evolved by the State Government to

help tax compliance by small dealers or dealers whose returns are trusted.
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Self-Assessment Scheme: The scheme is meant for new and small dealers, leaving aside
manufacturers. Under this scheme, the dealer has to submit an annual statement of
business only. He is not required to produce the books of account and documents and
evidences to prove the correctness and completeness of his statement subject to certain

conditions being satisfied.

i.  The gross turnover and taxable turnover should not have exceeded
Rs.5 lakh and Rs.2 lakh respectively.

ii.  The admitted tax for the assessment year should not have exceeded
Rs.10,000.

iti.  There should have been no adverse material on record for the
assessment year.

iv.  There should have been a progressive increase of the turnover of the
assessment year concerned over that of the previous year by 10 per
cent.

Summary Scheme: This scheme was introduced to reduce the number of pending
proceedings of assessment with effect from the financial year 1990-91. Recourse to
assessment is made and the Sales Tax Officer examines the returns already filed for the
assessment year and does not call the assessee to produce books of accounts,
documents and evidences in support of the correctness and completeness of the returns
and if the returns are found to be in order and there are no adverse materials available
on record, the assessment to tax fof the assessment year concerned is completed. If no
return is submitted by the dealer within the prescribed period or if the return appears to
be incorrect or incomplete, the assessing officer will proceed to assess the tax to the
best of his judgement after having given the dealer a reasonable opportunity of béing
heard.

Provisional: A provisional assessment has also been provided for in special

circumstances for portion of an assessment year.
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Best Judgement Assessment in Cases of Unassessed Turnover: There is a provision for
best judgement or full assessment in cases where the whole or any part of the turnover
of a dealer for any assessment year has escaped assessment to tax or has been
under-assessed or assessed to tax at lower than the proper rate or

deductions/exemptions have been wrongly allowed.

The normal period of limitation is four years from the end of the year under
consideration for assessment/re-assessment. But in some specific cases an extension of
6 months is given where the notice for assessment/re-assessment has been issued within
the above period. But if the Commissioner of Sales Tax is satisfied on the basis of
reasons recorded by the assessing authority that it is just and expedient so to do, this
limit of four years may be extended upto 8 years. In case of a remand by the follow up,
assessment/reassessment is to be completed within one year of the date of receipt of the

order of the superior authorities.

Cases of ex-parte assessment orders having been set aside should be finalised

within 6 months of the date of order of the setting aside of the same.

4. Penalty and Prosecution

The following are certain defaults/offences which are punishable with
penalties (as alternative to prosecution) and fines and imprisonment (in case of

conviction on prosecution).

As Alternative to After Prosecution
Prosecution

i Failure 10 pay Penalty ranging between
without reaso- 10 to 25 per cent of the
nable cause tax if the tax is less
the assessed than Rs.10,000 and upto
tax within the 50 per cent if the tax is
time allowed. above Rs.10,000.
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Penalty of Rs.100 monthly

iii.

iv.

vi.

Vil.

Carrying on
business
without app-
lying for
Registration.

Refusal to
permit inspec-
tion of books,
documents etc.

Contravention
of the provi-
sion of the
Act and Rules
there under

Wilful submis-
sion of a fal-
se retur of
turnover.

Failure to su-
bmit return in
time or to
deposit tax.

Deliberate
concealment/
inaccurate
furnishing of
of details of
turnover.

As Alternative to
Prosecution

during the first three mon-

ths of default and Rs.500 every

month if the default
continues.

Penalty not exceeding
Rs.2.000.

Penalty not exceeding
Rs.2.000.

Penalty ranging between
10 to 25 per cent of the
tax if the tax is less

than Rs.10,000 and upto
50 per cent if the tax

is above Rs.10,000.

Penalty ranging between
10 to 25 per cent of the
tax if the tax is less

than Rs.10,000 and upto
50 per cent if the tax

is above Rs.10,000.

Penalty ranging from 50
per cent to 1.5 times
of tax avoided.

Punishable with fine
upto Rs.2,000 and
where the default is
a continuing one, a
further fine upto
Rs.50 per day dur-
ing the period of
default.

Punishable with sim-
ple imprisonment

upto one year or

fine or both. In

case of continuing
default, further

fine upto Rs.100

for each day of default.
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Failure to
issue bills/
cash memos.

Issuing of
false certi-
ficates or
declarations
to avoid pay-
ment of tax.

Making of
false verifi-
cation on ap-
plication for
registration.

Evasion of

payment of tax.

Obstruction
to, or prev-
ention of per-
formance of
duties by
officers.

Refusal, neg-
lect to furni-
shing of infor-

mation or furni-

shing of false
information.

As Altemative to
Prosecution

Penalty of Rs.50 or double
the amount of tax whichever
is greater and of Rs.100 or
four times the amount of tax
involved. In case there is
second/subsequent default.

Penalty ranging from 50 per

cent to 1.5 times of tax
avoided.

Penalty not exceeding
Rs.5,000.

Penalty not exceeding 40 per
cent of the value of goods.

Penalty not exceeding
Rs.5,000.

Penalty not exceeding
Rs.2,000.
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As Alternative to
Prosecution

Fraudulent
use of presc-
ribed declar-
ation form or
certificate.

Closure of
place of bus-
iness to pre-
vent inspec-
tion.

Importing,
transporting
goods, contra-
vencing provi-
sions.

i. Failure to

comply with
provisions re-
lating to check
post, barrier
and with prov-
isions in regard
to vehicles etc.

xviii.Charging of

tax illegally
or in excess.

Penalty ranging from 50 per
cent to 1.5 times of tax
avoided.

Penalty not exceeding
Rs.2,000.

Penalty amounting to 40 per
cent of the value of goods.

Penalty amounting to
Rs.1,000.

Penalty ranging from the amount
equal to tax realised or

realised in excess upto 3

times of the amount of tax
realised or realised in

excess.
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5. Administrative Organisation

The head of the department of Sales Tax is a Commissioner of Sales Tax, an
ILAS. in the super-time scale. There are two Additional Commissioners, one Joint
Commissioner, four Deputy Commissioners and a number of Assistant Commissioners,

Sales Tax Officers posted at the headquarters at Lucknow to assist the Commissioner.

The administrative set up is being reorganised by abolishing the institution of
Assistant Commissioner (Executive) and raising 222 regions of Deputy Commissioners

(Executive).

Usually the Assistant Commissioner (Assessment), Sales Tax Officer and
Sales Tax Officers Grade II have monetary limits for assessment work. To ensure
closer scrutiny of accounts for proper assessment of big assesses, specially those with
annual taxable turnover exceeding Rs.25 lakh. more than 115 Assistant Commissioners

(Assessment) are entrusted with the task of assessment of such dealers.

The State is divided into 3 regions for special investigation to curb tax
evasion. It is now being raised to six regions. Each region is headed by a Deputy
Commissioner (special investigation branch). In some regions, Deputy Commissioner

(Appeals) have been posted to dispose of appeals.

6. Appeal/Revision (Remedial Measures)

Section 9 provides for the first appeal. Orders of Sales Tax Officers/S.T.O.
Grade Il are appealable before the Assistant Commissioner (Judicial). However,

appeals against the orders of the Assistant Commissioner (Assessment) are filed before

the Deputy Commissioners (Appeals).
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The Sales Tax Tribunal is the second forum of appeal. It consists of one or
more persons of the Uttar Pradesh Higher Judicial Service or a person qualified to be a
Judge of The High Court (The senior member as the President) The other member of
the Tribunal is a Senior Officer of the Uttar Pradesh Sales Tax Service not below the
rank of the Deputy Commissioner of Sales Tax. Excepting non-appealable orders,
second appeals lie against the orders of the appellate authority/revising authority,
Commissioner of Sales Tax. Revision, only in cases involving any question of law

against the orders of the Tribunal lie before the High Court.

Provision for rectification of mistakes apparent from records also has been

made.

7. Checkposts

Section 28 of the Act provides for the establishment of checkpost and barriers
and along with Section 28-A provides for certain regulatory measures to prevent
evasion of tax dues under the Act in respect of goods imported into the State and
sought to be sold inside the State. There are 52 border checkposts and 7 railway
checkposts (internal) working in the State. The checkposts were set up on 15th April
1974.

In respect of taxable goods imported or otherwise received from outside the
State, the dniver/person-in-charge of the carrier vehicle should deliver one copy of the
declaration to the checkpost incharge before crossing it. Certain transits of taxable
goods (commonly called ‘out to out’ goods) via the State checkpost are to be covered
by transit pass to be obtained from the entry checkpost, subsequently to be surrendered

to the exit checkpost.
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WEST BENGAL

Sales tax was introduced in the erstwhile State of Bengal in July 1941 by the
enactment of the Bengal Finance (Sales Tax) Act, 1941. At present, apart from the CST

Act, 1956, the following enactments are in force in the State for the levy of sales tax:

A.The Bengal Finance (Sales Tax) Act, 1941.
B.The West Bengal Sales Tax Act, 1954.
C.The West Bengal Motor Spirit Sales Tax Act. 1974.

In addition, a tax on the purchase of raw jute is levied under the Bengal Raw

Jute Taxation Act, 1941.

The Bengal Finance (Sales Tax) Act, 1941 was enacted for imposing tax at the
last-point on the sale of goods. Subsequently, low rate multi-point tax for intermediate

transactions in addition to the last-point tax was also introduced into the system.

The West Bengal Sales Tax Act, 1954 was enacted to prevent evasion of tax
by providing for the levy of first-stage tax in respect of specified goods which are
manufactured, made or processed in West Bengal or brought into West Bengal from
outside the State. In respect of commodities notified under the WBST Act, 1954, the
provisions of the Bengal Finance (Sales Tax) Act, 1941, are not applicable, with the
exception that Section 6D regarding works contract extends to notified commodities
taxable under the West Bengal Sales Tax Act, 1954 also. For attraction of liability for
turnover tax under Section 6B of the Bengal Finance (Sales Tax) Act, 1941, turnover

under the West Bengal Sales Tax Act, 1954 is also included.

The West Bengal Motor Spirit Sales Tax Act, 1974 governs the levy of sales

tax on motor spirits.
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1. Structure

The liability to pay tax under the Bengal Finance (Sales Tax) Act, 1941 is for
the dealers with gross ‘_..icvie vavel2i27 the tavable quantum within an accounting

year. The "taxable nuantnm® for different dealers is:

i.  Rs.20,000 for any dealer who imports goods for sales in West Bengal.

ii. ~ Rs.50,000 for a manufacturer or producer of goods other than cooked
food.

iii.  Rs.1 lakh for any dealer who manufactures or produces cooked food
forsale.

iv.  Rs.2 lakh for any other dealer.

Taxable quantum is ‘nil’ for a certified dealer in certain specified goods
notified under the 1941 Act. Cotton cloth, timber, groundnut oil, bricks, etc. are some
of the goods falling in this category. Taxable quantum is also ‘nil’ in respect of dealers
dealing in goods notified under the West Bengal Sales Tax Act, 1954. Similarly all
sales of motor spirits are liable to tax under the West Bengal Motor Spirit Sales Tax
Act, 1974,

Point of Levy: Under the Bengal Finance (Sales Tax) Act, 1941, tax is levied at the

last-point with multi-point taxation at low rates on intermediate sale transactions.

The West Bengal Sales Tax Act, 1954, provides for tax at the first stage on

manufacturers, processors or importers of goods notified under this Act.
Sale of motor spirit is taxed at the point of first sale.
Rate Structure; The West Bengal Finance (Sales Tax) Act, 1941 prescribes a multiple

rate system, ranging from 1 per cent to 15 per cent, with intermediate rates of 2,3,4.8,11

and 15 per cent. The minimum of 1 per cent is levied on gold of fineness not below 90
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per cent, rice, wheat and hosiery goods (other than cotton and woollen hosiery goods),
mustard oil, rapeseed oil and blends of mustard and rapeseed oils. Readymade
garments other than hosiery goods and garments made of khaddar or khadi are taxed at
2 per cent. Lottery tickets are taxed at the maximum rate of 20 per cent. The general

rate of tax is 8 per cent.

The West Bengal Sales Tax Act, 1954, provides for specific commodities to
be taxed at rates not exceeding 15 per cent. Special notifications are issued in respect of
commodities notified under this Act, and so far 98 groups of commodities have been so
notified. Rates range from 2 per cent to 15 per cent. All non-cotton yarn other than coir
yarn and pure silk yarn attract tax at 2 per cent.-Power tillers suffer tax at 3 per cent.
Fertilisers, insecticides, drugs, paper boards and straw boards and ships are taxed at 4
per cent. Cigarette cases, video cassette recorders, processed food, dry or preserved

fruit, television sets, and a number of other commodities are taxed at 15 per cent.

Under the West Bengal Motor Spirit Sales Tax Act, rates of 2,5,8,9,10,12 and
25 per cent are in effect. Furnace oil sold to manufacturers is taxed at 2 per cent. The

general rate of tax on sale of furnace oil is 8 per cent.

Additional Tax: Every dealer liable to pay tax under relevant sections of the Bengal
Finance (Sales Tax) Act 1941 and West Bengal Sales Tax Act 1954, should in addition
to the tax payable by him pay an additional Sales Tax at the rate of 15 per cent of the
total amount of tax payable except in respect of the tax payable on the sale of declared

goods and such other sales as may be prescribed.

Purchase Tax: Under the BF (Sales Tax) Act, purchase tax is payable under the

following circumstances:
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i. by manufacturing registered dealers:

- at 4 per cent in respect of purchases made from unregistered dealers
of goods other than gold, rice and wheat intended for direct use in
manufacture of goods in West Bengal for sale, and of containers and
other material for packing of goods so purchased or manufactured.

- at 3 per cent in respect of purchases made from registered dealers
against declarations made in Form XXIV-A for use in the
manufacture of goods or by way of packing materials when such
manufactured goods are transferred to a place outside West Bengal or
disposed of otherwise than by way of sales in the State.

ii. by registered dealers:

- at 4 per cent on purchases from unregistered dealers or persons, of
goods other than gold, rice and wheat intended for a purpose other
than for direct use in the manufacture of goods for sale in West
Bengal.

Works Contract: Any transfer of property in goods, whether as goods or in some other
form, involved in the execution of a works contract, is deemed to be a sale of those
goods by the person making the transfer. Liability to pay tax arises where contractual
transfer price exceeds Rs.2 lakh in a year. The tax rate is 4 per cent on the taxable

contractual transter price arrived at after permissible deductions.

Leasing: *Sale’ includes any transfer of right to use any goods for any purpose, whether
or not for a specified period, for cash or deferred payments, etc. The tax is levied at 4

per cent and for video cassette tapes it is 20 per cent.

Exempuons: Schedule I to the BF (ST) Act specifies 26 tax-exempted goods. These
include, as in other States, essential commodities such as cereals (excluding rice and
wheat) and pulses, wheatflour, bread, salt, vegetables, fresh fruits, etc. Inputs such as
cotton, cotton yarn, electrical energy, mustard seed, furnace oil, etc. are also exempted.
To encourage cottage industries, exemption has been accorded to silkworm eggs,
articles made of bamboo, clay utensils, etc., and also to biogas plants. Moreover, the

rules provide for exemption on certain other goods.
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Under the WBST Act 1954, powers have been vested with the State
Government to grant exemption in respect of any commodity if it is satisfied that it

would serve public interest.

Turnover Tax: This tax was imposed with effect from 1.4.1979. If the turnover exceeds
Rs.25 lakh in any accounting year, the concerned dealer has to pay a turnover tax for

three successive years that follow, irrespective of the turnover in those three years. The
rates applicable are as under:

i.  If the gross turnover exceeds Rs.50 crore during the year in respect of
which the turnover tax is levied, 2 per cent of gross turnover.

ii.  If the gross turnover exceeds Rs.1 crore but does not exceed Rs.50
crore, 1.5 per cent of gross turnover.

iii.  If the gross turnover exceeds Rs.50 lakh but does not exceed Rs.1
crore, 1 per cent of gross turnover.

iv.  In other cases, 0.5 per cent of gross turnover.

In computing the gross turnover under both the Acts, viz., BF(ST) Act and
WBST Act have to be aggregated.

Under the WB Motor Spirit Sales Tax Act, turnover tax is levied at one and a

half per cent of the turnover on all dealers.

Turnover tax under any of the three Acts is not recoverable from the

purchasers.

Taxation of Inputs: Concessional treatment is accorded to inputs of raw material and
machinery when these are used directly in the manufacture of finished taxable goods,
news papers or motor spirit for sale in West Bengal. Raw material sold to a
manufacturing dealer registered in the State is taxed at 2 per cent against the production

of Form XXIV-A. If, however, finished goods are not sold within the State or are
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transferred outside the State in the course of inter-State trade or commerce or exports
out of India, the purchasing dealer has to pay 3 per cent on the purchase price as

purchase tax in addition to a payment of 2 per cent as sales tax.

The provisions of both BF (ST) Act and WBST Act are identical in this
regard.

Incentives to Industries: Small Scale Industries are entitled for tax holiday for 3 to 5
years if the unit is situated within or beyond the Calcutta Metropolitan Planning Area
provided that the investment on plant and machinery excluding the value of land and

building does not exceed Rs.10 lakh.

Provision for deferment of tax or, in the alternative, remission of tax is
available to the new industrial units or even expanded portions of existing units and the
dealer can opt for any one scheme. Tax payable according to return or account of sale
of goods manufactured or on account of purchase of goods for use in the manufacture
of such goods in respect of a newly set up industrial unit or in the expanded portion of
an existing unit in the State (except in the areas under the jurisdiction of Calcutta
Municipal Corporation) may be deferred or remitted upto a fixed percentage of the
gross value of fixed capital assets. The deferment benefit is available to new units
having fixed capital investment of Rs.10 lakh or above. No such limit is applicable to

units claiming remission of tax.
2. Registration

Every dealer except a certified dealer who is liable to pay tax must obtain a
certificate of registration. A certified dealer must initially obtain a special certificate

and thereafter, a certificate of registration in terms of the usual provisions for

registration applicable for all dealers. Separate certificates have to be obtained under
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each Act it the dealer comes under its purview and becomes hable to pay tax.
Provisional certificates are issued to dealers who commence the manutacture ot goods

to enable them to buy goods (Superintendeni with Certificate) without payment of tax.

A new dealer may voluntarily get himself registered even if his turnover is less

than the taxable quantum but exceeds Rs.10,000 during his accounting vear.

3. Assessment

Returns: 1. BF(ST) Act: The BFST Act provides for monthly. payments bui
quarterly returns to be filed by the dealers.
Except in the case of dealers whose aggregate tax pavment in an
accounting year does not exceed Rs.12,000, annual rcturns are to be
filed for the following year.

The time prescribed for filing returns 30 days from the close of the
quarter or the year as the case may be. Failure to make payment as
perquarterly or annual return as above attracts interest at the rate 2
per cent per month.

ii.  WBST Act: Ordinarily, returns have to be filed on a monthly basis but
Assistant Commissicners have powers to allow the filing of a
quarterly return. The time limit for filing returns are 21 days.

iii.  The Bengai Motor Spirit Sales Tax Act: Monthly returns have been
prescribed under the Act which are to be filed by the end of the
subsequent month.

Mode of Assessment: In a case where no returns have been filed or returns filed are not
considered to be correct, assessment may be completed on best judgement atter giving

the dealer an opportunity ot being heard.

The time prescribed for completing the assessment is four and six years
respectively for registered and unregistered dealers. Provisions tor completing such
assessments by 30th June tor dealers whose accounting year ends duting the first halt
of the English calendar vear and by 3ist December for dealers whose accounting year

ends during the second halt, are made under the Act.
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Both the BF(ST) Act 1941 and the WBST Act, 1954 provide for summary

assessment of small dealers. Summary assessments were completed for all eligible

periods in respect of all registered dealers whose gross turnover assessed on or before

1.6.1990 under Act '41 or Act ’54, or the aggregate gross turnover, if the dealer is
registered under both the Acts in respect of the latest period of one full year which
ended on or before 30.6.1986 did not exceed Rs.10 lakh. For all the eligible periods the

dealer is assessed on the basis of his return without being called upon to produce books

of accounts.

4. Penalty and Prosecution

Penalties:

iii.

iv.

Penalty is leviable if a registered dealer fails to submit a return in
respect of any period. Such penalty is not to exceed one and a half
times the amount of the tax determined to be payable. The penalty,
however, is to be restricted to 50 per cent of the tax where interest is
payable under the provisions of the law for any shortfall in the
amount of tax paid by the dealer.

Penalty may also be imposed for failure to pay any tax found to be
payable after the assessment of such tax has been made and the date
of payment thereof has expired, but no penalty shall be imposed in
respect of assessment for which interest is payable.

Where notified goods/commodities are found being transported in
contravention of the provisions of the law, a penalty not exceeding 25
per cent of the value of such goods/commodities is imposable.

For concealment of sales or furnishing inaccurate particulars with the
intention of reducing tax liability, the penalty amount may not exceed
one and a half times the amount of tax sought to be evaded.

Where a dealer fails to issue cash memo or bill for sale exceeding Rs.
20, penalty of a sum equal to double the amount of tax which could
have been levied in respect of unsupported sale or Rs.500, whichever
is greater will be imposed.
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Prosecution: Certain offences under the Act are punishable with imposition of fine or

imprisonment, or both as summarised below:

Nature of Offence Punishment

Transporting goods at

railway station, steamer Simple imprisonment

station, airport, etc. in which may extend to

contravention of law. six months or with tine
or both

i. Carrying on business as if the offence is a

a dealer without furnishing continuing one, a

security demanded. daily fine not
exceeding Rs.50

Selling notified goods imported during the period of

by manufacturers from outside continuance of

West Bengal without obtaining default is imposed.

a special certificate.

Submitting false
return or failure to
file any return.

Failure to keep proper
accounts of goods purchased
and sold.

Failure to produce accounts
or furnish information in
compliance with any notice.

Realising Turnover tax from

purchasers.

Carrying on business Simple imprisonment
without obtaining Registration upto one year or
Certificate. minimum fine of

Rs.1000 or both. If
the offence is a co-
ntinuing one,a daily
fine upto Rs.100 may
be imposed.
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False representation by Simple or rigorous

a registered dealer that imprisonment upto
certain goods are covered six months or fine

by his certificate of or both. If the of-

registration and false represen- fence is a continu-

tation by an unregistered dealer ing one a daily fine

that he is a registered dealer. not exceeding Rs.100

may be imposed.

Oftfences such as submitting incorrect accounts, abatement ot any offence, etc.

are also punishable with imprisonment and fine.

5. Administrative Organisation

The Commissioner of Commercial Taxes is the administrative head of the
department. He is assisted by Additional Commissioners who are assigned such
functions of the Commissioner as the State Government may notify. The Assistant
Commissioners, Commercial Tax Officers and Inspectors of Commercial Taxes are in

the next rung of the Officers.

For the sake of administrative convenience, the State of West Bengal is
divided into 16 circles with a central section and one assessment wing. Circles
constitute 66 charges formed on the basis of geographical location and are headed by
Assistant Commissioners, while a charge is looked after by a senior Commercial Tax
Officer. The Central Section and an assessment wing, exercise their jurisdiction all
over the State looking after prevention of evasion, and assessment of big dealers

respectively and are headed by Assistant Commissioners.
The first appeal against the assessments made by Commercial Tax Officers

lies before the Appellate Assistant Commissioner and the second appeal lies before the

West Bengal Commercial Taxes Tribunal. In the exercising of the powers conferred
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under Article 323B of the Constitution, the State Government has set up a Taxation
Tribunal for final adjudication of sales tax disputes which implies that the writ/

reference/appellate jurisdiction of the High Court has been withdrawn.

The cases of top 700 assesses in the State who account for 53 per cent of sales
tax revenue are assessed in a special assessing circle assessed by Commercial Tax

Officers and supervised by Assistant Commissioners.

6. Appeal and Revision

The provisions of appeal and revision are almost similar for all the Sales Tax
Act in West Bengal. An appeal against an order of the Commercial Tax Officer lies to
the Assistant Commissioner and an appeal against the assessment order passed by an
Assistant Commissioner lies to the Commissioner. The Tribunal may upon application

revise the final appellate order on an order of assessment passed by the Assistant

Commissioner.

The Assistant Commissioner may either on application or suo moto, revise an
assessment order or a miscellaneous order of the Commercial Tax Officer. Tribunal is
the competent revision authority for revising the order passed by the Assistant
Commissioner relating to the assessments and the Commissioner is the competent
authority for revising the revisionary order of the Assistant Commissioner in respect of

miscellaneous orders passed by the Commercial Tax Oftficer.

7. Checkposts

There are 33 checkposts and notified places located at the different railway
stations in Calcutta, Dum Dum airpont, dockyards under Calcutta Port Trust and at the
State borders. Goods arriving at the railheads, airport and dockyards are released only

after being cleared by the appropriate commercial tax authorities on duty. Clearance is

to
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given after verification that the requisite permit issued by the Commercial Tax
Department in respect of the consignment has been submitted at the checkpost.

Besides, there are range checkposts to administer the regular checkposts.

Similarly, road checkposts also ensure that the goods being freighted are
accompanied by permits issued by the area offices. Absence of such a permit may lead
to seizure of goods and their release can be effected only after recovery of prescribed

penalties.

Transit permits are issued by the border checkposts for the movements of

goods from outside State to outside State.
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Sales Yar Systews 1n India: A Profile

Table 2
Strnetare of Additional fales Yax/Sarcharge
and Turnover Taxr im the States

Sales Tax

Rate Turnover Rate Turmover Rate  Turmaver
() Lisit %) Limjt () Limit
f1akh) {lakh) {1akh)
! ? ) { § f ?
1 Andhra Pradesh n.s -5 10 M ST 0 !
1.0 50-100
1.8 100
? Arunachal Pradesh ] oM ] M ]
Y Assan f ) f f f f
{ Ridar T Mot § 10 f
every R
§ DelM 0 n b} n n f
£ Goa 10 20 f f f f
1 Gujarat M M8 n f 110 50
nayahle 50 1akh 200
150 Jakh ¢ 00
1.2%% of
08 1akh
4 lakh ¢
1.5Y of
100 1akh
t Narvana h noow 0 St i f
9 Bimachal Pradech n oo st f f
10 Jammy & Yachair n n 8 M 87 f f
11 Tarpataka fn n n 0 ) I L
7200 - R0
and ahove
12 Yerala . 2 M 97 § 1 1n 0.5 10 other
pagahble 8 ahave 10 than 710
13 Lakshdeen Tslande f f f f n f
14 Xapipor n f 9 0 0 n
15 ¥adhva Pradesh f f 0 f N n
‘R Neghalava f f f f f f
17 ¥aharashtra 12 10 f n 1.2% 12
12 ¥izoran f f n n B )



Sales Yar Systess fn India: & Profile

Table 2 (fostd’)
Strnctare of Additional Sales Yax/Sarcharge
apd Torgover Yar in the States

State 4dditional . Surcharge  Turnover Tax
Sales Tax

Rate furnnver Rate Turnaver Rate  Torpaver

Y Lisft (Y)Y Liajt (1) Linit

{1akh) {1akY) {1akh)

) 2 1 4 £ f b

19 Kagaland n m oM 3] L] .3

28 frissa h S £ 10 f n

21 Pondicherry 0 f f 0 f 0

22 Puniab 10 Bvery f ] 0 f
: dealer

nay tax

21 Rajasthan n n f n f f
24 SiYkin f n 0 N 0 f
2% Tani} FMade 125 140 15 Op tax n n-
150 &f-ler. ¢+ by every
200 1 er -Ser ddd. deafer
e Sertfer e
250 10 or. above
26 tripura f.2% 1 0 0 f f
27 Ottar Pradech 2 Rvery f f f fn
dealer
28 Nast Rempal 15 On f f RN A
B 1.00 8100

180 100 - f0f
2 - 500 and ahove



Sales Tax Svstess in India: 4 Profile

Table 3
Gales Tax Rates on Goods used as
Pom Materials by Mamifacrborers
in the States of India

States Rate
%)

1 Andbhran Pradesh 4

2 Anmachal Pradech Al

2 Assam 0

£ Pihar 2

5 Delhi ' 0

2 Gon 0
7 Gujarat Ret off on

Parchace

Hary:nz N

R )
'%:
. : 2]
D
i_J
Y
A
in
jnn

[

1

g

Bl

i+

Y]

5

pi}
=S DD

12 Kerala
13 Lakshdrcep Islands
14 Maniror

N

15 Madhya Pradech

18 Moghalayrs Set off on
rurchace

17 Maharachtra 2

12 Mizoram 0

19 Nagaland n

20 Orissa 4

21 Pondicherry 1.5

22 Punjab 0

223 Rajasthan Nil tn 4

24 Sikkim 0

25 Tamil Nadn 2

2R Tripuara Sot nff

27 T™Htar Pradech Evempt (Notified
Gonde) and 4 %

22 Wegt RBengal o



Sales Tax Systems 1n India: 4 Protile

Tabje ¢
X{ninne Tornover Level for Registration and
the Point of Levy in the States

ftate fontracntrs General Kannfynt- Taparters feneral
nrere Point of levy
! ? N 4 4 A
! dndhry Pradech nm Fn 1imit/? lakhe - - IEP, ¥PR AP
? irmpackal Pradesh
Y Assan 20009 Mo 1inft Fo limit PSP or 1SR
{ Ribar 25000 100000 Mo linft ¥o limit  FCP & LSP
€ DPelbi - 190000 0000 o linft 1534
& fna so000 10089(1500) 20000015000 Lsp
' Cnjarat 200000 16000 75000 FSp & L3P
dval point
% Rarvanz 100000 100000 Irrespective TPP or 75P
. of 10
¢ Bimachal Pradesk nn000 40000 No 10 limit Fs
1 Japen & Tacheir Ko linmit Ll
11 Xarnataka 200000 200000 100009 100000 S, LS, ¥PP
LPP & ¥P
12 Kerala 100000 Bo, LR WP
1Y La¥shdeep Jelands . - - - -
4 Mapjipnr 0000 Irrespective of 10 FS or IS
18 Madhya Pradech Lnnon 100000 20000 10080 FS or LS
18 Meghalaya 20000 - - Lsp
1Y Mabarashira 125000 L0000 L0000 Fep
1% Mizoran 200000 20000 1334
1% Nagaland 20009 5000 4000 1S or 1S
2% Orisca 200000 - - BS or LS
21 Onndicherry 100000 {nonn Ko linmit FS of PP
22 Popiab 100000 LPS oz P
21 Palasthan 100089 L0000 snonn |5
24 Siktin Irrespective of 10 FS or LS
2% Yamil Nady none 15000 - - #S
28 Yripnra Trrespective of 10 138
27 Mtar Pradesh 1,50, 000 100080 Irresnectiye  ¥SP or LSP
of 10
28 ¥ect Rengal 200000 S0000 0000 LP pith XP
100000 fep



Sales Tax Sesténs in ladia: 4 Profile
Table §
NHrst and Secoad Mppellate Authority
in the States

State Assessing Anthority Ippellate Anthority
1 APP 11 PP
1 ? 3 §
1 Andhr2 Pradesh A0, C10, DCTO DC{APP) Ippellate Tribapal
? irnachal Pradech
S 1131 ) Supdt . of Taxes AC{APP) Roard of Revenye
nr Commissioner
{ Ribar M, ACCYS, DOCT JCC1(APP) Ippellate Tribunal
b Delhi 1510¢, 805, ACs DE(APRY Appellate Trihnpal
4441 Conr.
} Conr.
f foa 1870:, 805 ACCT(APP) Appellate Tribupal
T fylarat 810z, ACs ACCT(APRY Appellate Trihnpal
DECT(APPY {on the order of Ds-1)
% HBaryana 105, ARINg, MYCs IRYC, Coar, Appellate Tribumal
{on the arder of C:o-1)
9 Rimachal Pradech  PM0c §TIs
19 Jammn & Kachair s Mr Mr
11 Larnataka ACT0:, £%0c ACCYs 100T(47P) fprellate Tridunal
MCCT{APP)
12 Lorala s, 100%s ACCT(APP) fppellate Tribunal
DECTIAPR)
1Y Lakshdeep Is]ands
14 Xanipny s, Al
15 Radhya Pradech a10s, AT, ASTOe DELAPD) Appellate Trihunal
1R Meghalaya Supdt. of Taxes AC(APPY
17 Baharashira ST0s (ISI11) ACs AC(APP) ippellate Tribunal
DOAPD)
1% ¥izoran Sapdt. of Tares [{4¢ 143! Roard of Revenne
19 Fagaland Snpdt. of Taxes AC{APR)
2 Orissa 0o, A00s AC(APP) Appellate Tribunal
21 Popdicharry £10, AC30s
22 Pypjab mos MRIC(APD) fppellate Tridunal
2 Rajasthan £, ACT0s AR Appellate Tribumal
20 Sikkin -
2% Tami] Radn £, DCM0s, ACS NeCT(APP) Arpellate Tribunal
28 Tripora Supdt. of Taxes AC{APP} fppellate Tribunal
27 Mtar Pradech Sie (1RID), Afs A0LI0DY Anpellate Tribunal
PCLAPP)
2% Nogt Bangal £, ACe AC(APD ¥R Coapercial

Tages Trihgnal



Sales Tay Svetews 1n lpdia: A Profile

Tahle 6
Perindicity of Tiling Sales Tax Retnrps
in the States

State Perindinits . Turpover Tax liablility
! returny  levele for liait for
fol. 2 Rs) f01.2 {Re )

1 ? 1 i
1 Andhra Pradech ¥oathly, Anpya! 100004 12000
2 dronarhal Pradech
") Assan Quarterly 20000
& 4 Ridar Qnarterly 100000
5§ Delbi Nonthly, Annual 100000
R Goa Quarterly sn0nn
* Gniarat Gnarterly monthls 00000 19000 *a
appnal lecs than o000
ponen
¢ 9 Rarram fnarterls {angae
~ @ Himachal Pradesh  Quarterly monthls mnnan
5-10 Jamey & Racheir Qnarterly anpual 10000
11 Xarrataka Monthly apanal 200000
o 12 Yerala Quarterly monthlv 108000
12 Lakshdeen lclapde
14 ¥anipnr
»1% ¥adhra Pradech Quarterly 100000
v 18 Naharachira Quarterle monthls 128000 A0 1
anmnal 20009
7 Neghalaya Qnarterly 20000
200080
1R Mi-arae Quarterly 2400 20000
19 Nagaland Qnarterly wann +n NSRS
2nane 20000
4 20 Orize: Quarterly manthlc anpnnn
o1 Pondicherrr ¥anthly appnal fanpne
22 Punish Quarterly apnua! 1apnen
23 Rajacthen Quarterly 1000
24 Sikkin Qnarterly
25 Tanj! Rady ¥onthly, annna! 116008
26 Trinrs Qnarterly
27 f4tar Pradesh Quarterly monthls 1sannn
= 7% Vest Rengal Quarterly, monthls 20880 to 12000
280000



STHI/
Type of incen-
tire

1
imu PIINS!

Pefcneat

issu

i) Ixeaption

BIIAL

i) ?ie«ption

if) loan
{interest
free)

Operational
features

Payaeat of
tax deferred

Po tai
payable

oS purchase
of L.

Fo tax paya-
ble on purchase
of raw aateria!

Loan equal to
ST and CST paid

Dura- Eligibility conditions

tion

(years)

Pen/existing
unit

5 Pen

Pev

5t 7

Tahlc T

laceative Scheie for ladastries ?sder Sales "af ia Selected States

Sixe/investient
in fixed assets

a) L 51 indus-
trial unit
with as in-
vestment of
Rs 1? ctore.

Others

111 sizes

SSI

111 sizes

SSIs and
tiny units

location/area Tage of fixed
capital invest- liais

Intensive
development
areas

Identified
growth areas

411 areas

111 areas

In no industry
Districts

Ceil®; on benefits available

aeit (Is bfhj

7
) Hj - H
15 M
15 Y

10 to 45 lakh
1110

225

Ove*pl nonetary

9

Yearly aoae-
tary liait
IFs lakh)

}

30.00

20fln

10.00

Period of
recovery of
loan/
deferred tax

10

Ifter 5 yrs of
coaaenceaent of
prodactioB in

J equal lastal*
eents without
interest

-do-

—do-

Sties Tu Srsteas It Itdlt: i tntile

Reaarks

1

Industrially backward areas have  beet
divided into tvo categories, (1) intea-
sive industrial developaent areas, and
(i) identified grovth areas.

Fxisting industries as on 15.10.1992 are
sot eligible for this concession.

Ifter 5 yrs.
froa connence-
aent of produc-
tion in 5 equal



ST/

Type_of incen-

tiwe

q]))
SWIUT

ij licartioa

ii! flefersat

RET(ut)
Incntife Schewifor Indnstrtes ! fder Sales Tai i1 Selected States

Ceiling on berefits available
lotati /area tag* if fixed Owerall Mietary Tearli bom
capital invest” it t iliiit
* neat (Is lakh) (s lah)
1 9 !

iii are|f M 2.9 -

41 >v (

Cat. 111, I
and * ibis

kt, B, Vad -
5? respectively
depending on the
area in shieh

the nit is loca-
ted

90,19,90 4 49 —

s b

19, N, V44 - -

&

0.10.594 D b

99,*5.551 %

respectively

depending on the

location of the

unit

B. % 4549 —
respectively dep-

ending on the loc-

ation of the nit.

1 ad

fist " There is £ »ev schese called "Sales Tax Peferesat-con- Interest firee sales tax losiMschenc* for the ne» Industries.

rational Pura- Eligibility oconditions
e E}m ! Pepleiistiag  Sixe/investieut
‘cars! elisti ixe/i i
uniéig in fixed assets
4 3 4 ¢
L4 H indus-
*ril :cits
kfer->nt of ax 5to 1 >4 8 ladhs-
trial wits
Po tii payable gt TI% *aw SSis
06 purchase «f  ? deren-
ra» siterial ding o
aad sale of location
finished goods  of the
nit la
category
1. 1L
1l or
1? area?
respec-
tively.
LID indus-
trial nits
txpansin of SSls
existing nits L &3 indus-
trial units
?1yse: “of «alje-* Pe SSls
sales *.« depending
deferred oi the lo
catioa of
the wnit .
ia cate- L 4 B indus-
gory L. trial inits
1,11 or
IT aress
lay*est of 15 years Hex SSls
sales tax for SSls
exesrted 12 years fe? 111 Industrial units

Silts fur S/stt&s ImItilt- i Profile

Period of leiarks
recovery of
lefemd tax
19 u
- The overall liiit of lon la respect of
large and aedIn Industrial aaits loca-
ted ia 1 category districts is Is 3
lakh.
lecovery of tax &) la ladastrial nit nny opt either
in six equal for exeiptioi or defenent.
iatUlieats b) Irens are categorised as I, 11. 1l

aithout interest  and IT according to their industrial
backnrdaess
¢) fir plineer nits the areas are
divided into 1 aid 1 categories.
Ixeiptloi/iefeneat incentives are
available for 14 and 12 years



STIR/
Type of iicen-
e

unm i

i) lieiptioa

if) Pefeneat

rational
res

Interstate
loan

m® tai payable
0s purchese or
sale of plant 1
nachiaery, ra«
laterial, pa-
ck!” laterial
aad flkished
joods

Fayient of ST
and CST
deferred

Table T (Contf
Incentive Scheie for lidistries Kder Sales Til in Selected States

9@@— Higibility conditions Ceilh lca berefits available
t
(years) few/existi Siie/investsent  Location/area of fixed Oera; iccetary Tearlf apoe-
) asitng in fixed assets g(ietal iaest- it tarv Unit
aent If ladh) (Is lakh!
J < 5 9 1 9 !
1?2 yrs. Pei Sl Inywhere ia dea 19?7 *
57rs. Pew S| B X
IS! Is. 109 lakhs
Expansion "' SSIs *5,Mm,15 | »
existin® tilits respectively le*
peiding a tie
location of the
"Bit
L 4 8 indust- *5.55.5 4 5?
rial mits respectively de-
pending ca the
location of the
Mit
lev Tijy ill iress
«Tifv Pew 111 sixes lore | ¢ 15919
years, lone! P9 J9? 9
depending loee C jo 10.F
oa the
location
of the
enit in
Zoe i, !
or C.

Salts tu 5/stMfii Mir | fntllt

Period of lenarks
recovery
loss/
deferred tax
19 u
Recovery of the
loaa SSI-5 egeal
iastalient of st-
arting froi 10th year
aad for the BSI
LSI froi the 5th year ,
of first-disbarse-
lent of lcea.
respectively depending ca
whether the unit is located
la category 1 or 8 area.
Tax is payeble a} loaes have been classified
5 years after according to industrial bedk-
the year ia wardaess of the aress,

which it becage b) Pioneer and prestigiousvaits are

doe. eligible to the beaeflt of defeneat
opto 100t of the notat of fixed
capital investment or Is 5 aore,
whichever is less.



5TITY
Type of lacea-
th*e

ITTICUI FUNS!

i) heaptioB

11) L7213
(ifiterest-
free)

Operatloaal Ptira-
features tloa

(years)

*ctal ;msale l«
of flalshed
goods ligble
10 less theB
H tai. Goods
taxable at
taied at %
for first J
years aad at
It for tie
seit S years.
Good; liable
1o tai *t «r?
thea T taied
at ad*t
respectively
torllg the
first ? years
aad leit

T years.

Loaa e«sal
to CST raid

Higlblllty eceditioBi

Pea/eilstlaj
wit

lev

Siae/| %estaeat

la flirt assets

SSis

U8 lidwstrlal
wits
1) Capital la-

apto
s M lakh

Locatloa/area tage of flied Owerall lozetary Tearly acee-
cepital lavest-

[U aress

areas

TebleT (Coatd®)
laceitij « Sebeae for ladistrles Mi r Sales Tax la Selected States

Celliag oa beaeflts available

Period of
recovery of
losa/
deferred tai

Ifter i years
fm date of dis-

barseieat of loaa

Us Tu Srsteas J« Indd»: J Fn/id#

leaarks

un

€) Halts set ap wder hnl ladwtrles
Scheie are eatltled to sales tai
eieiptloa for 2 years.

4) literest-free CST loai caa also be
availed by ladastrlal caits set op
ii certali specified areas ihieh Is
repayable after 5 years.



STATY
Type of ilacec-
tire

ill) Coacessica
rate of 2%
a0 tax ob
ra*aaterials

Jim HPUSM!

i) heartion

ii! Lo
(interest-
free)

Operational floa-

yrs), TJt {a*it !
yrs.) 1 25 t (next
2 yrs) of GS! »
CST collected

Ta' 7 (i)

Incentive Sektn for ladsstrils 1°kr Sales Tai ii Selected States

Iijibility conditions

features 1B
(years)
unit in fixed assets
2 3 | $ «
i) Copital in-
e(_
ceediaj Is J?
lakh but aot
exceedia* Is !
crore
lor certaia 10 fears Both -
eatrepreaers
aaaafactoriy «
for sale v 1.P.
or cat side
al o tax oa pr- — Po» SSIs 11 areas
chese of rav
saterial >4
aachiaery
b) PoCST ob S year?
iaport o froa tre
aachlaery »d date of
re» material prodnc-
froa other Am
,"tler Stites
losa ejaal 0 1? SSIs 111 areas
CST/C5T
collected
Loan equal to = L h 8 industrial
107" {first J units

capiUl livest

Mat

$

1

}

{love»er, Gost is considerin® jrantis* of exearti*R for all the industries for a farther period of $ jtars.)

rk

Ceiliaj ob bezefits available

Period of

Pec/fex; <Mnf£  Siie/lafestacat  Locatioa/area tage ofSiled  Owerall aceetary Tearly acee-  losa/
liait tary hiait

deferred tai

(fs lakh) (Is lak)

8 9 19

la 5 eqeal
iastalawts.

10 yrs iacladiae
aoratoriua of
3 years.

10 yrs after a
aoratorioa of
7 years.

Sties far ftsteas it Mia: i Fnflle

leaarks o

Tlis coKessioa applies oily t©
certaia iadastries like Ifricnltm
besed, electroaic, herbal prodace,
wool based aad sericoltaed based.

Larfe, aedlua aad saall-scale aaits
eaaflfactariag electroaic joods aad
precisioa instroeeits fully eaeipted
froi piyieit of SST for the first
Syears. Thereafter eaeaptica goto
75t aad Z5t is available for the aext
3years aad 2 years respectively.



e

uiditiu

i) Ixenption

ii! Loan
(interest-
free!

Operational
featnres

lo tax 91 sal*
of finished
products of
tienit

a) Lou equal

1 sales tax
paid ca sale

of finished
goods

b) Loan equal
W ST 1 CST

paid by te

init on sale

of finished
goods to
acquire
plant ad
rechirery,
rat nate-
rlal, etc.

Sales lu'Sfsttai 1b M It: i Tntll™*
; |l f«tdﬁ6
\Untive Skeefor e .+ Sles Tu In Sherer Seies
Dura- Higibllity conditions Ceiliag oabeaefits available Period of lesarks
ton, € e mmemme e recovery of
(Mars)  Pex/eiistlng Slie/Inestreat  Location/arca tage if filed  Owerall nonetary Yearly Mae-  loav
it  la fixed assets cepital jivest- 1ail tary lialt deferred tax
(Is lakh) (Is 1ab)
S 16 u
Pex/eipansion 1 Tiny winits  Zones 11, 1 ( m
of existing If
wlts
Y iit SSIs uith  Cities with po- 16*
Investment  pulatio* exeee*
npto Is 2 ding 5(99
lakh
P5> LI1U industrial Backuard aress 50.66 or develop- 16 equal M-an- @) Zones have been classified accor-
"sits ment loen availed, mal Instalreats  ding to industrial backtardaess of
whichever is less itk ai initial the aress
moratorlui of
2 yrs Iron tke
date of disburse-
rent of loan.
5 Hew/expaEsio? S'Is Zores I, 1IF 25 inount of develor* 10 equal bi-
of existing ad IT nest loan availed annnal instalnents
wits

inother net scheie Introduced in October 1726 offers further concessions o salts falling ttder m si fcters 166 per cent exrort oriented mits specified in zones, wnits ikich are agro-based in satire
»d electronics sectors efc.

Ixeiption

Tex payable ex- 3, 5,

lex

erted under the 3, 4, 5,

State let ad
Central Sales
Tax let

aad 9,
3 and«

Tinif Zore 1. I
S/ ad IT
T*L

Seal*

Dj 1%

Tax parable by nen industrial nits
sitnated In Zore I, 111, and IT, Tiny/
SSI/1 1 L Industrial mnits in thmst
sector sitnated in Zore 1, those sit-
uated in Zore 11, Tiny/SSI engaged in



Sties Tu Srsteas i* MJ«: i M ile

Incentive Setae for lagast™* es Tu la Selected States
1
STITyY " QOperational fora- Sligibility conditions o Ceiling on berefits available Periml of Penarks
Type of incea- res lion *— * — = .- - 1 -—— o e recoverr of
tixe (years) lo/-lil:f] ¢ She/investient  Location/area I>f fixed Oerall nosetarr  Tearlv more-  loan/
unit in fixed assets :arjlal inest- it tarr liiit deferred tax
et (Is lakh) (Is lab)
1 f v 4 S « [ S e o/ A V.. .. YT
""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""" ot S ngro food processiing, agrobased indus-
trial biteck packafinf onit.cold stor-
ages, green kouses, tissle culture lab-
etc., 190 t tCs la the interst sestor,
tiny, stall scale, mediu and Inrge
scale industrial nits la electronics,
telecomoiicatiois aad iafonatics
(software) sitmated la notified Ijsore,
Bharnd Ilectroaic Cities ca otker
sales, is exeapted.
mm
i. Ixemptica T Py and SSl.s
elistis*
i) Coacessioaal T 111 scale m Pot 1o exceed for ae« 11L lor existing units exerption or
sale of Tax at industries 1991 of tie fixed units equal non- deferant does not exceed 1991
1 %on its sales capital it*esh»ent thir lastalment of additlonl fixed capital
over a period of iaiestieat made for expeaslon.
J ;ears froi
the 1HK rear of
the date of cou-
ercial production
with staple inter-
est of 15 %P.1.
iii) Pefersent of 1? HK L scale
taxes other then
P_bllc sector
IMTI1 PMISI
i! IxesptioB Pc ST/CST pa- 2-1ms. Rw 111 sizes Paart ! and Ik to 1) The berefit is Halted to 901 of tke
yable on sale  depen- Part Il iths investment in fixed copital assets

of finish*2 ding on in tke ease of industrial nits >Ith
location an investment npto Is 19 lakb.
of the i) In respect of precision salts aad
osit certain other specified nits
tke duration of tke berefit extends
o 11 rears.



STITI” ratioaal
Type of iieei- %mr&
u»e
1 2
ii) Peferwnt Payaeat of tax
deferred for
1?7 years.
uimsiTii
4. leecilive Scheie (PuLll
D IxegptiB lo ST/CST
payable ca
rtrchese of
raw nterkl
aid sale of
finished
~00ks.
i) - -do*
111) Pefenent Payient of
ST/CST deferred
UIIPTI
Ixeaptloa Pe ST/CST
piyaM*
It) DefeneBt Payieat of
ST/CST deferred

. liceithe Setae (Part 111

Pefemit Payteit of tu

deferred

Iterative Setae for ladst es Tn
Dora* Eligibility eoaditices
(ears) lewexistiig Siie/livestaeit  Locatioi/area Mii of fixed O
nilt ia fixed assets caiwt»l invest-
aeat
3 4 5 ? T
= D ki . 0 -
b) IxpaisioB of Lid industrial -
eiistiBy units involves
nits Is 1 crore aad
above
JT lew SSls Grop B, C1P 100
depei- aress
dise
upoi the
locatioi
of the
nit)
39 LlIlinduss- Groipl,C10 790
(o) trial nits areas aid picaeer
units
J12 SSIS Group B,C1P 100
aress
years licustrial Halt
JT 18 iads- -to- 90
trial nits
39 de- lnaisloi of -do- Sroip B irei 2
peidinj exlIstii* nit
oi loca-
tloi of Group C area D
nit hi
(imp 1,
2P Group B area B
aress

Hilt

Ceiliif oi benefits available

1 aoietary Tearlf me-
tin liilt

(s lakh)
S

3 yrs ST paid or
Is 30 lakh which-
ever is less

4 yrs ST paid or
Is T5 lakh which-
ever is les

$ yrs ST paid or
Is 100 lakh which-
ever i: less

ia Selected States

10 X

if*er 10 yeras
-to-

Ifter 10 years

-do-

Ifter 12 years

Sties fir $rst*Kii Mia: i hvfllt

lesarks

n

Higible iadastrial uaits aay
choose 1o avail either exeiptioca or
defenent.

a) Classification of areas as Croup K,
B, C 1 B is aceordiaf to their
iadestrial backwardness.

b) Choice of exeaptioi/defenent is
optloial aad a dealer caa choose
caly oie of thea.

a) liceitives uder Part 1l can
be availed caly if Part 1
iiceitives are act availed.



ST 1174 rational
ficea- %to

*I»C

C. Incettives awllcahle to llecireale ladmtrial Baits

QIssI
1) Deferaent

if) irfeptioe

iil) Ixeartica

rancmn
Ixegptica

Loai {late-
r«t-free)

or deferaeat
{at the optior
of the assessee)
Mail to tax

payable it res-

p«jt of purchase

of raw aaterial
aid sale of
fiaished goods

Payeest of tax 5

ensile

of fiaished pro-

ducts deferred
-do-

P? tax payable
on sale of

finished goods
o

Po tax payable
0B purchase of

ra» aaterial aad
sale of fiaished

goods

ST/CST payable

tion

lev/eiistiaj
afi

Pes

SSI

TiMF 1 {Coat!},

Incentiive SckafYor ladastries Under Sales Tai i Selected States

fliglbility coaditions

Size/investaeat
in fixed assets

SSls

1*8 ladnstrial

quits

L S 8 indwt*
trial mtits

SSls, village

aad cottage
iadnstries

Ceiling os benefits available
LocatﬁNarea tag* of fixed Owerall aceetary Taarlv aof>

capital latest- hiiit. tarr liiit
- aeit (Is lakhy {Is lakh)
................... | S I
Pio«?rliits PN S yrs ST paid or
Is 15? lakh which-
ever is less
«**? U, HI m
aidH vms
Groat a, 1 $H. DV » 10
aid )f areas
loe
loces 8.1 C
tm 11
11 >-7w 3

Sties Tu Sfsttas it MJ«: i fnfih

feriod of leurts
recovery of

deferred tax

Classifleatioi of areas as Groap |,
I, HI ail IT accordlaf to iadnstrial
developaeat of the aress.

Froa 6th rear
of defeneit
for each year

froa Ith rear of
defemat for
eaeh rear

a) Ixeaptioa froa sales tax caa he

« availed caly if defeneat is aot
elaiaed

h) UassiUjfatioi of ioks ia aceor-
deace «Hh iadastrial haebardaess
of tie mas.

IxeipUM for tint | rx»an,

Bader Kath 97 Mi CS|)}t per ceatfor
farther period of T rears aad 25 per
ceat for aeif T rears are aalr for CST



Sales far S/stias if Mia: J Fdflit
Incentive Seie (or ladufrhl lider Salts Tu ia ScleeM States

STIT/ Arational Pan- Eligibility eoaditicas Ceiliig oa benefits awilable Period of lesarks
Tyr ** features N o i i recovery of
tIH (ears) PeafeiistlBy Siie/iavestaeBt  Locatice/area We cl filed Oerall acsetary Tearl =I» losa/
unit ia fixed assets cwital faest- liiit tarr lialt deferred tax
nent Fs lakh) (h lab)
! k : i 5 5 - 7 6 3 10 1t
nun ? J
Coacessioaal ST/CST payeble 6,5.4, Pev SSIS loe 1 i a) Berefit is s.: available . speci-
rate of tax at 1? depending Zore 1 i fied iadastrles.
ob the Zob* C w b) Classificatioa of 1, B I C loses
location according to industrial badwardness
of the aeit L * 2 indus- - - of the aress.
ia lore |, trial Baits
BorC Zore 1 1
lose B fl
Zoee C X
tUFfiltr
Ixeiptica Vo ST/CST paya- 7, 5 de- Pea SSlIs Category | ad 1D/ moo - Under the 1965 sebeae interest-free
(1957 Screie) ble ca sale of pending Il aress ST loan aas also paid equal t© sales
finished goods  on whether tax paid ©© smail, aediaa ad large
the anit Pe L4? indstrial * wa ' - industries for 5 years.
is loca- aaits
ted ia ClassifieatiOB of areas as category
category ° - 1 1 11 according to fadastrial back-
lor 11 Ixpansioa of  SSls ’ IB/75 ’ - wardness of the aress.
arees  existing aaits
UB  iadastrial ) /65 )
aaits
Menent (194! Tax collected 7-11 Pen nt Tax to be paid ia 18 egnal half yearly
not deposited iastalaeats

mth tie Deptt.
la the a*® scheie -exception upto ?! per cx.t 0 75 per cot to prestigious, ??ry prestigious, stall, tedina aad large scale industries for 9 to llyears, 7 1o 9 yearsaadS to 7 years® respectively, is
eranted.

sinii Po ST/CST pay- 5 Pev I aaits
ale .. their
salt:
TASIL Run
lon Loan eyjal 1 Y LIS ids- 1Nl aress > 11M9 "2B8.11 Ifter 9 years
(HetKSt- o asouBt of trial wait froa the date
free) sales tax paid of disbarseseat,
each year - ia six egaal

aBBaal instaleents.
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.  f SaJes fix S/stits 1* iWii- i Ptollle
i |e1_(lfC|tnv y
laceative Setae tn M lStIes filer Sales Tu ii Selected States
|

23S

STITl/ rational Dura-"" HigiMlity conditions [i Ceiling on berefits available _  Period of Inarks
Type of Tacen- res tioB i i recovery *
te (fears)  letr/existiag  Size/iBvestaeat  LocatioB/area lift of fixed Owerall aceetary Tearlv A8 loav/ ~
unit ia fixed assets cwtal Iilea - liait tan it deferred tax
t (s lakh) (s 1aK)
1 2 3 4 5 « i% T ? J 10 1
-b- lev SlIs . 4.00 -

Loea equal (ipeesiB of 14 8 indus- R Dan Ifter 6 years froa

to aaouat of existiag Baits  trial UBIts/ tke date of dis-

slts tai paid Sls ju burseieat ia 3

in J years ' equal lastalients.

prior to year U

of applica-

tions | %

nirai io SOTray- lev
able on their
KN £

mi! mnsi t

%

i) Ixesrtion o ST/CS! paya- At lec Handicraft, Category 1, ' a@) Duration of both types of berefits
ble on sale of  depen- Handlooi and ladC is J, 4, J years respectively for
finished goods, ding 08 SSls districts. i SSIs haviag iavestaeat Bot exceediag
bo tax payable. location | x Is J lakh.
ob purchase o!  of the b) | salt aaj claia either the benefit
raw laterials  BBit ia of fxenptioa or of defereeBt.
by specified r»t tn ¢) Classification of areas as areas |,
industries I, Bor I aid C accordiBg to their indust-

C dis- rial backtardaess.
tricts.

i) Deferfteat PayMBt of tax Ifter T years.
deferred

nsr BIWLI

loan (interest- &) Losa equal  5.19.T lei 1M1 sizes trap | 5t of the Ifter 10 yrs. a) Classification of areas as Sroop

.free) 10 atosst OF dopea- Sroop | valoe of froa the date I, Group I (category 1) and Croup
sales tax paid diBg on (category D) fixed assets  of first dis- B (category II) according to
each year the lo- Group B barseaent of industrial developgeat 6f tke areas

catioa (category If) losa, la 3 egaal
of the areas asaaal Instal-
unit aents.



stm/

Type_of lbcxh-

twe

IM w viitiM J

ST
CsT
SSls
LI!

*rstioB»l Pm-
res tiB *

(<ars)

b! Lou *m?I
10 sales tax
paid la 3, 5,

cediag the date
of application
for the aev
project or lcaa
egiil o sales
tax )aid daring

i period of 5,
191 T years
after the cmkb ™
ceeeat ef coa*r-
cial production
of the lew project.

Sales Tax.
Central Sales Tax.

Eligibility coBditioas

licentiv* StktM for laiisjfitH

Pex/eiistiag  Sixe/investaent

"Bit in fixed assets
Ixpaasloi M1 sizes
of existing
project

Snil Scale ladnstrial falts.i
Large and Sediua ladhstrial Units.

Location/area

Group 1

Croup 1 (Cat.l)
Croup I (Cat.11)
areas

o1 fixed
Aaf iivest-  liait
(& lab)

fc
M

P

T

Sales Tax la Selected States

Ceiling .. tenefits available

Overall aceetary Yearly aose-
tal’?yUnit
(Is 1akb)

Covitment Incentives for

Period of
recover? of
loai/
deferred tax

10

Sales fax fysteas la Mia: J frv/ii*

lenrks

PD Chaaber of Coagerce aad Industry, Qmp. IsiaB Gates Tillage, lev Delbi-110 019. Central aid State

trial D>t»1om»>p 5th Edition; April, 198*



States

1

1 indhra Pradesh

2 Irunachal Pradesh

J Issai

leaning

2

iny agreement for carrying

oat for cash or for defer-

red payieat or for other

tilaabl? consideration, the
construction, fitting aut,
farroveaent or repair of

ay building, road, bridge

or other iaaovable property
or the fitting out karTove-
aeat or repair of ay nove-
able property.

iny agreeaent for carrying
out or execoting for cash,
deferred payieat

Constriction or the
asseabling, fabrication,
installation, repair,
fitting out, altering

or omaaenting blending,
finishing, iiproweient
processing, treating or
adapting aay iaaovesble
property whether attached
1o aay inoveable property
or not and includes or
Ssh-(ojitract for carrying
nt or eientlag vhcle

or any part of snch
«ork ip the State.

Sales Tu S/steas 1» hdlt: J Profile

Table 1

Taiatloa of forks CoatnA ii the States

Types of Jobs
included

J

Civil works, ad
all other works
inwlving iapro-
»ont or rerair
of any aovesble
rropcrty

Civil works,
asseabling,
fabrication,
installation,
repair, fitting
aut, altering
omneeting
blending,
finishing.
isproving,

processing, trea-
ting or adapting

ay laaovesble

property whether

attached to ay

inoveable property

or not

ThreMld ?f Taiation Treataeat of tai our charges

W i Tyre of Pates mietter  If oogpos- Labour charges as
* K Oedoeti-  4ion tage if value of the
Wo  berefit  contract vhick is
deductible
4 T
Po fixed Tes
liait
lo fixed Isb lo Labour charges as a
Hait toki percentage of value of

contract is dedoctlble.



Sales Tai Systeas la Mia: J Profile
Mie tftCwtT)
Tsifltioa »f lams Cfctnet ia tie States

States Beanisgy Types of M s Threshold of Taxation Treatment of-tai oar charges
included
\ n Type of Bates Whether  If coipos- Labour charges as
»C deducti- tion~ Tage if value of the
© ble beefit ceitract which is
deductible
1 J < $ fi 7 9
C Bihar e as in si. . ! Boildisg, bridge 25tf Tes it rate ranging froi
at ol. 2 or other 1* o 10M
iuoveablc aid
to*eable
property
5 fclki - - - - - - * -
* 591 Transfer of property im/ is per rates
in foods shich has sot 2flH/ prescribed
suffered tai at any poiat 5Mw in the Act.
ii Soa (rietker as
goods or in soee otker
fon) itwol»ed it te
execatioB of forks contract.
1 fojarst Saie as in sol.no.l Building, bridge ft Preva- Dednc- Tsen
at ool. 2 or other iiiove-  $e<|Ifid lent tible
able and lovesble rates
rroperty of ST
applied
1 hniia Saie as in sol.bo.1 Bildiig, bridge lijtk Bates Tes
at col. 2 or otker liiove- appli-
abli ad loveable cable
goods
? liatchal Pradesb - - - - - - - -

ItJanm 4 lashiir Sale to IBelade forks - - - - - - -
coBtract
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11 Kamataka

1? Kerala

13 Banlper

14 laaharashtri

IS fladhya Pradesh

leaning

Sal* o includc works
contract

Sae as in si. no.l
at ool. 1

iMV 1 JLgtA¥)

Taxation of *«rti Mnici li the States

Types of Jas
incinded

3

Civil sorts
electrical writs
interior deco-
ratloa tois body
ballding aad
altogether there
are 2S types of
vorks contracts

The construction
fitting cat,
iiproveient or
repair of aay
novable property

* /
leans a contract for carrying/ fabrication,

oat any of the porks specified
ia the schedale aad iadadesi
a coitract or a sabwitract
whether executed, abandoned
or teniuted before cogple-
tion tai also lielides a
subcontract 1k W nek sorb
Hi Saif yttire wait purchase
prfte or Arable ia respect of

mpclase of there are
either wed or jpoprc-
priattl ti iamt* e of »orks
cotract. 4

forks contract as decaed sale

constriction aad
installation

Saie as above

f. T"ti*!1"? of Taxation

P) Type of

ir

i 5

1 types
1nib
Mtract
feclfied

J? types
I norks
(eatract
peelfled

2 1d] £ jt types
IT torks
hntraet
feecified

Shall lili ool.)

Bates

« tom

St

4t ca
declared

tt oa
other

IN

\kether

deducti-

ble

Dedhctii-
ble &
specified
ia Is?

Deducti-
ble

Dedncti-
ble

Dedacti-
ble

Silts fu Sfstews ia lailt: J Profile

of Lai our charits

If coipos- laboer charges as

tion tage if value of the
beceflt  contract vhich is
deductible
8 ?
Cogposi-. it rates IS to AP
tion
berefit
is
available



16 Hiwm

IT leghalaya

1? Pagalaad

19 Orissa

2 Ponjiab

21 Poadickerry

leaaiig

Dcfiaitioa of sale has been
enlarged to co*cr sale of
i<M ihether as goods or
ia som other fon

Sale price iiclades the
aaout payable to a dealer
as faliable coasideratioa
for the carryiag oat of
aay eoitracts less cost of
laboar ased ia carryiaj oot
scch coatract

is ia Sahar*htra

Definition of sale is

enlarged 1o iaclades
sorts contract

Sties Tu Sfstets la ladla: 1 Fro/lit

Table ? 10:4 r
Tuatioa of Vorks Coafct |p fro States

Types of Jobs
incladed

Preparation, cons-
truction, fitting
aut, iapmrtjft
or repair of njr
aovable property
or of a&> mfl-
dicg. roach

or other i«o*
“eable propel

Building, wastta-
ction lanfMk r

processing,spri =
-catin, cm -
fitting o*t, "
installation

T|rsb#4 «|Tuatioa Treataeat of tax oar charges

T0 »f If Wwr pfeilr* n
dedacti- tlon Jage if valaa of the
ble besefit coatract vhich is
dedoctible
8 7 f 9
St Deduc-
tible
Dedacti-
ble
I* it Dedocti- Rot specified
4*i>d ble

21



21 Pajtstihan

2! sitti!

24 Tasil Pad'j

25 Tripcra

26 Uttar Pradesb

2? Vest Bengal

Seining

2

Sale to includc »orks
contract rurely of
labour or sortie:

£2If 1o include sorts
contract

Is ic si. no. 14
at col.2

isinsi. m. W
at col.2

TertioVho et e s

Types of |
includ“d-

I>Fr=t>Mi| Hfl-
fifall<A .l
or coaslMubta)

*ris chctraci
specified i> s|

sciete] |

#ep|lr, iii
etc.of rayW=" IM
ia/t A1 p<R 1Cet

CWhtractio»|Er >
iittlag cat J  *
T«?m *ieat
Wfalr'iasta»*8i?

Tlreskald of Taxation

TO Type of
C dedocti-
ble

Tes

5MW O0* forks diffe- Deducti-
contract rent ble
specified rates
la te
schedule

1 lakk it tke rates Pot
prescribed  exceeding
by Mtifi- 19
calaas

2 lakk lhiiis 4t on Deducti-
coatract net P ble
tallding
rod
bridge
likiiery
affixed
kliUiig
iaaweabl™
PMferty
ad liveable
PMferty

242

Silts Tu Sjsteaj ii Mii- i tnfile

Treataent of tax car charges

Pates . *betk*r If coaros- Labour charges as
tion tage if value of te

berefit  contract skick is
deductible
* 9

Tes for Dedactlble/also alloseble
ciql at percentage basis as tke
forks  case aay be.



Sales Tax Swvstems in India: A Profile

Table 9

ftates Yoanips Topes of Threshald of Taration
leaging 0 e
p] Rates
1 2 i 4 g
1 Andhra Pradesh  Transfer of right to uce any " - Y

gonds far any purpose,
vhatsnecar vhether or not
for a specified period for
rash or deforred payment or
nther valuable consideration

2 drunachal Pradesh - - - -
Ylscan Trancfer of right to use - - -
a7 goods to any other
person {nr amy purpose,
vhether ar not for 2
cnecjfied period, for cash,
deferred paymont ar other
valnatls ~opsideration
4 Rihar Transf~r of right to nge ¥t Rot
any goods to any other specified specified
person for any purpose,
vhether or not for 2
specified period, for cash,
doferred payment or other
valnable concideration
£ Delbi - - - -
£ Goa Same 25 in sl.mo. Goods mentioned in  10000/20000/ -
eol 2 _ Sechednle VII at 3T §008¢
Y finjarat Same ac in sl.no.! fioods mentinned - -
col? in Secheduln IV,
ie., leasing of
Shamiana,

Faurnitutre ote.



Sales Tay Systews 1n [ndia: & Pro’''e

?_ i . T RS
Tahie ¥ (Copid

]
Taxation of Trancfer of Right ta fse Gand:

States Meaning Types of threshold of Tayatine
leasing e
" Rates
| 2 % 4 5
% Bargapa Sage ag In ¢l mad leasing of tente, - At normal rate
ool l tenaments chholdari applicable to
erackery, utensile, partienlar
furpitnre and all rlass of goods
other gnods dealt
by the tent dealer
and all other
allied dealers
for decoration and
lighting pnrpoces
8 Biwachal Pradech LI J. n Nt
I8 Jammn & Yachair - - - -
11 Larnataka Same as in sl.mo.! Leasing of machinery ! lakh k]
col? rars, videns, horses
telephones, ete.
pentioped under
Sehedule V1T of
the act
17 Yerals - - -
1Y Banimgr - - -
1 Yaaharashira Transfer of right to use Leasing of 1¥s, 0000 iy wp
any gonds for any purpese viden-racettee {maxians uptn 151}
fehether or not for 2 recorder ete.
sperifiad perind) for cash
deferred payment or other
ealuable eonsideration
1% Yadhya Pradesh - - - -



Sales Tax Sestems in Indla: B Profile

Table 9 (Contd’)
Taration of Traasfer of Right to Use Goods

States Yeaning Types of Threshold of Taxation
: Yeaslng  eeeremeeeee e
10 Rates
1 2 ) { 5

16 Nizoraa transfer of right to use Leasing of ¥CRs, - 5
any goods. Period not video camera ete.
sentioned for cash,
deferred pavment or other
valuable consideration

17 Neghalaya - - -

18 Wagaland - - _

19 Orissa -

20 Punjab - - .

i1 Pondicherry

22 Rajasthan Same as in 5i.no 18 Video casettee,
of enl.? YCRs. AC equipment,
all types of other
accessories, tent
houses

23 Sikkia

24 Tapil Kade A transfer of right to use -
goods for any perpose for
rash, deferred payment or
nther valuable consideration

§Y to 10%
{Rowever to begin
rith 2 loapsma
yearly fee of
Bs.2500 and 500
isleviedor ogners
ol Tent Houses
depending upon
their beins
Incone taxpayers
ntheruise



Sales Tax Srsteas {n India: A Profile

Table 9 {Contd’)

Taxation of Yransfer of Risht to Bse Goods

types of
leasing

26 Tttar Pradesh

27 vest Bengal

Transfer of right to use
any goods for amy purpose
(whether or pot for :
specilied pericd) f:r
deferred paypent or iher
valuable consideratis:

ach
CdS;,

Same a5 above Video casette tapes

ete.

10 Rates
{ 5
1 lakb {3
1% to 20%



