
 

SHRI A. P. CHATTERJEE (West Bengal) : 
Hindu communalism is more dangerous in 
India ; therefore we have to speak more and 
more about Hindu communalism. 

(Interruptions) 

SHRI Z. A. AHMAD : In Pakistan it is 
Muslim communalism ; in India it is Hindu 
communalism. 

PROF. V. K. R. V. RAO : All communalism 
must    be condemned. 

Finally, Madam, I have to say this. Again 
Shri Bhupesh Gupta referred to prayers and 
people praying and so on. I want to go on 
record in this House as saying that whatever 
may be the personal views of other hon. 
Members, I definitely believe that belief in God 
is not reactionary.    (Interruptions) 

THE DEPUTY CHAIRMAN : Not as   
Minister   but   as   a   person. 

PROF. V. K. R. V. RAO : I want spiritual  
values  in   Universities. 

SHRI BHUPESHaGUPTA: Madam, he is 
speaking like a communalist. I do not trust  his  
secular   bona fides. 

PROF. V. K. R. V. RAO : I would like to 
end with a quotation. 

THE DEPUTY CHAIRMAN : You believe 
in prayer as a person, not as a Minister. 

PROF. V. K. R. V. RAO :    Prayer   h 
not   unmodern.   Prayer   is    not..     .  . 

SHRI BHUPESH GUPTA : Nobody has 
said prayer is bad. 

PROF. V. K. R. V. RAO : Then I stand 
corrected. Evidently there has been a 
misunderstanding. If that is so, I certainly.  .   .   
. 

SHRI BHUPESH GUPTA : All I say is that 
in this House we shall not start with  a  prayer.   
That  is   the  idea. 

PROF. V. K. R. V. RAO : That is all right.    
(Interruptions). 

SHRI ABID ALI (Maharashtra) : Madam, 
why don't you tell him that the Minister is in 
possession of the House   ? 

THE DEPUTY CHAIR MAN:    Let him 
finish it. Please finish your sentence. 

PROF. V. K. R. V. RAO : I should like to 
conclude. Mr. Bhupesh Gupta said that there 
must be proper social values in the universities. 
I entirely agree with him and I should like to 
conclude with a quotation from Swami Viveka-
nanda, which I had inscribed in a hall in the 
Delhi School of Economics and that is my last 
sentence. I am quoting. Swami Vivekananda 
said  : 

"May I be born again and again to serve the 
poor, the down-trodden, the suffering ; 

My   God   the   wicked. My   
God   the   miserable, 
My God the poor of all races and all 

species, Is   the  only  object   of my     
worship." I   want   such   spiritual     values   
to   be 

inculcated   in   the     university    students. 
Madam, I move that the Bill be passed.. 

THE       DEPUTY    CHAIRMAN    : The 
question is   : 

"That  the  Bill  be  passed". The 

motion was adopted. 

I. RESOLUTION      SEEKING    DIS-
APPROVAL OF THE CENTRAL SALES 

TAX AMENDMENT) ORDINANCE,     1969    
(NO.4 OF1969O 

II. THE    CENTRAL      SALES    TAX 
(AMENDMENT)    BILL,    1969 

 
t[That this House disapproves the Central 
Sales Tax (Amendment) Ordinance, 1969 
(No. 4 of 1969) promulgated by the Vice-
President acting as President on the 9th June,   
1969."] 

5039 Disapproval of Centra! Sales Tax  [ RAJYA   SABHA ] Central Sales Tax (Amdt.) 5040
 

] English translation.



5041 Disapproval ofCentral Sales Tax    [ 21 AUG. 1969 ] Centra! Sales Tax (Amdt.) 5042 
{Amdt.) Ordinance, 1969 Bi 1, 1969 

 



'5043      /£ [RAJYASABHA] Central Sale* Tax ^        5044  
' Bill, 1969 

"The Court also extended the scope of its 
ruling in Yaddalam case and held that the 
provisions of the sales tax law of the appropriate 
State would apply not only in respect of point of 
levy of Central Sales Tax but also in respect of 
deductions to be made in the determination of 
turnover for the purposes of calculating the tax 
payable under the Central Sales Tax Act." 

"Not withstanding   the  judgment of thaY 
PrC™       °urt or ^ytWng like 

Notwithstanding anything contained
W any judgment, decree or order of
any court or other authority to the
contrary.        '" ' 
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THE     MINISTER   OF  STATE   IN 
THE MINISTRY OF FINANCE (SHRI P. G. 

SETHI) : Madam, Deputy Chairman, I move  : 

"That the Bill further to amend the Central 
Sales Tax Act, 1956 and to provide for certain 
other matters, as passed by the Lok Sabha, be 
taken into consideration." 

The Hon. Shri Bhandari has moved his 
Resolution disapproving of the Central Sales Tax 
(Amendment) Ordinance and he has proposed 
that the Ordinance be lapsed and that this Bill 
may not be passed. 

As far as the question of Central, Sales Tax is 
concerned, the hon. Member has referred to the 
judgment of the Supreme Court of 1964. I would 
like to bring to the notice of the hon. Member 
that in 1964 the Supreme Court did deliver a 
judgement. But the question arose as to whether 
it applied to the Central Sales Tax after the 1958 
amendment or it applied to only the 1956 Act. 
This was again challenged in the various High 
Courts. The Madras High Court had held that the 
above judgment of the Supreme Court did not 
apply to cases arising under that Act after its 
amendment in 1958. The High Courts of Kerala 
and Mysore took a different view.   The matter 



 

came up again in appeal before the Supreme 
Court. Its judgment was delivered in August, 
1968. Therefore, the contention of the hon. 
Member in saying that the Government woke 
up only after four years and seven months is 
not correct because the final judgment was 
delivered by the Supreme Court in August,   
1968. 

SHRI     SUNDAR     SINGH   BHAN-
DARI :   In  different  cases. 

SHRI P. C. SETHI : The question was 
whether after the 1958 Act's amendment, this 
could be applied or not. It was there in the 
various High Courts. As I have said, the Madras 
High Court gave a different ruling and the High 
Courts of Kerala and Mysore gave a different 
ruling. Then the matter again came up before 
the Supreme Court and the Supreme Court 
pronounced its judgment finally in August, 
1968. The hoa. Member could also say that in 
between August, 1968 and the date of 
promulgation of this Ordinance there are quite a 
number of months. But this was not a matter 
which could be decided only by us. The matter 
had to be referred to the Regional Councils, the 
matter had to be referred to the various State 
Governments and it was only after obtaining 
their views that we had to promulgate   this   
Ordinance. 

As far as the provision of the judgment is 
concerned, in the judgment the Supreme Court 
held that the expression 'levied' in section 9(1) 
of the Act, as it stood prior to its amendment on 
tst October, 1968, by the Central Sales Tax 
(Second Amendment) Act, 1958, meant levied 
as under the appropriate State Sales Tax Law 
and that accordingly the point at which a sale 
was to be taxed under the appropriate State law 
applied also to assessments under the Central 
Sales Tax Act. Besides they also held that the 
expression ' in the same manner' which 
occurred in section 9(2) of the Act as it then 
stood had the effect of assimilating within its 
ambit both the procedural and the substantive 
provisions relating to imposition, levy and 
collection of tax provided in the   appropriate   
State   law. 

Now, in view of that judgement, the situation 
arose that the provisions of the Act which were 
meant in a different way were completely 
nullified and therefore the situation arose that a 
refund of Rs. '68.48   crores   had   to   be  given   
back. 

The  hon.   Member  has said  that  the question 
arose only because the Government of Kerala 
represented in the matter. That is not so.    Of 
course, the Government  of Kerala    did     
represent in  the matter ; one of their Ministers 
also came here.    But the fact remains  that the re-
funds are Rs. 44  crores in  the case     of 
Maharashtra,     Rs. 14.06  crores  in   the case  of 
Gujarat,  Rs. 5.25  crores  in   the case of Kerala, 
Rs. 1.95 crores in respect of Mysore,    Rs. 2.55 
crores in Madras, Rs. 0.05 crores in Madhya 
Pradesh and Rs. o .62 crores in Andhra Pradesh.  
Thus, the total refunds which   are to be made, 
according to the Supreme    Court's judgment, 
would be Rs. 68.48 crores.     And here    Kerala    
represents   only    Rs. 5.25 crores. The major 
impact of this judgement is on the States of 
Maharashtra and Gujarat. Therefore, it will be a 
very difficult situation for the ways and means 
position of the State Governments, and it was 
quite natural that the State Governments should 
approach the Central Government,    and the 
Central   Government had to take this view  that  
an  Ordinance  would have  to be  promulgated,     
and  that  is  why  this Ordinance was 
promulgated. 

As far as the Ordinance is concerned, another 
point which is raised by the hon. Member is, 
why is retrospective effect as being given ? If 
retrospective effect is not given, then it will be 
a very difficult situation and all this tax which 
has been collected will have to be refunded, 
which will create a very difficult situation for 
the respective State Governments. Therefore, 
retrospective effect has to be given, and  there  
is  no   other  way   out. 

The other point made by the hon-Member 
was, what will happen in the case of such 
merchants who have refunded the sales tax. If 
there are any cases of refunds, then cert ainly 
to that extent, the merchants concerned will get 
relief. We have also.  .   .   . 

 
SHRI P. C. SETHI : If they have collected 

and refunded it back, certainly that   will   be   
taken   into   consideration. 

SHRI SUNDAR SINGH BHANDARI: 
Refund to the dealers. 

SHRI P. C. SETHI : I will come to that. 
Similarly, if a tax has not been collected by 

somebody, in that case also that will be   taken   
into   consideration.      But   the 
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hon. Member is well versed with taxation laws. 
It is the common practice that the onus of proof 
does lie on the merchant himself and therefore 
if the merchant is able to prove from his record 
that he has collected and refunded it, certainly 
he would get the benefit. If he has proved that 
he has not collected at all, then also certainly he 
will get the benefit. But it is not possible that 
without any proof,   we  can   go   into   this   
question. 

Another matter which has been raised by the 
hon. Member is, wherefrom will the merchant 
produce the record ? There is a law of 
limitation in every State and it is the common 
practice that till the law of limitation applies, to 
that extent, the records are maintained by the 
merchant. 

SHRI SUNDAR SINGH BHANDARI : 
Three   years. 

SHRI P. G. SETHI : Whatever it is. It may 
differ from State to State. Therefore, according 
to this position, the records are to be 
maintained by the merchants and if they can 
prove by their records— the onus certainly lies 
on them—then certainly that will be taken into 
consideration. 

SHRI SUNDAR SINGH BHANDARI : 
Is the Government also not bound by these 
limitation laws that beyond three years they 
will not  go   ? 

SHRI P. C. SETHI : I am speaking about the      
records. 

It had always been the intention of the 
Government that except in cases where any 
goods are generally exempt from tax in a 
State,the first inter-State sale would always be 
liable to tax under the Act and that the turnover 
for the purposes of assessment of tax would be 
determined in accordance with the rules framed 
under the Act. 

As it happend, in the light of this particular 
judgement, this not only gave priority to the 
State laws but it also determined the manner in 
which it had to be levied and therefore it 
became necessary to amend it. 

The State Governments were faced with 
attenuation in collections of Central Sales Tax 
in other cases due to their obligation under the 
aforesaid judgement of the Supreme Court, to 
allow deduction and give exemptions etc. which 
were provided   under    the    States    Sales    
Tax 

Laws and which were not intended to be 
applied under the Central law. It thus became 
necessary to give retrospective effect to the 
amendments to get over the difficulties arising 
as a result of the Supreme Court judgement and 
to protect the States against demands for refund 
of Central Sales Tax which they had collected 
as per the scheme contemplated in the Act. If 
such a provision had not been made, apart from 
grant of huge refund, which would have put the 
financial position of States in jeopardy,, an 
unintended benefit would have accrued to the 
dealers and not to the purchasers from whom 
the tax would have been collected by the dealer. 
The Government of Kerala requested the 
Central Government, as I have already said, and 
the other States had also opined about it. In 
view of this it has to be done. I have nothing 
more to say. 

SHRI SUNDAR SINGH BHANDARI : 
Did  Maharashtra  also  ask for it  ? 

SHRI P. C. SETHI : Certainly, every State 
which has to refund has asked for it. Therefore, 
there was no alternative but to promulgate an 
Ordinance as Parliament was not in session at 
that time. We have now come before the House 
with this Bill. I hope there is nothing wrong in 
this particular Bill. It only provides what should 
have been legally accruable to the States. 
Therefore, Madam I    move    the    Bill    for    
consideration. 

The questions were proposed. 

SHRI C. ACHUTHA MENON : (Kerala) : 
Madam Deputy Chairman' I rise to support this 
Bill. I was surprised to find my friend, hon'ble 
Mr. Bhandari, opposing this Bill vehemently. 
Perhaps he was not aware of the implications if 
this Bill is not passed in to law on the finances 
of the various States. The hon'ble Minister has 
made it clear that it is not a question of the 
Kerala Government alone but also of many 
other State Governments which will have to 
refund large amounts of money if this Bill is 
not passed into law. 

Madam, I wish to draw the attention of the 
Government and also of this House to the fact 
that States like Kerala depend to a very large 
extent upon the income from sales tax because 
of the peculiar economy of those States. Now 
difficulties have been created by the various 
judgments of the High Courts as well as the 
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Supreme Court. The Central Sales Tax Act was 
passed in order to facilitate the collection of 
Central Sales Tax, that is to say, tax on the 
sales or purchases of goods in the course of 
inter-State trade or commerce by the State 
Governments. There were some doubts whether 
the States could have levied and collected these 
taxes. It was for this purpose that an 
amendment of the Constitution itself was made 
in 1956. 

According to the sixth amendment of the 
Constitution made in 1956, the Central 
Government was enabled to levy and collect a 
tax on the sale or purchase of goods in the 
course of inter-State trade or commerce. But 
under article 269(2) of the Constitution the 
entire proceeds of the tax was to be assigned to 
the State concerned. So this became an 
important source of revenue to the States over 
since 1956. So far as Kerala is concerned, it is 
an important source of revenue. In the State of 
Kerala, commercial products, which are sold 
and exported not onlv outside India but to other 
States of India, form an important source of 
revenue. Unless these States are enabled to 
collect the Centra! Sales Tax, their revenue will 
be very much affected. The system of sales tax 
that is at present existing in Kerala has certain 
pecularities which makes it all the more 
important that this Bill is passed. For instance, 
there are products like tea or pepper or 
arecanut. The system of sales tax on these 
commodities in the State of Kerala is something 
like this. 

On some of these important products, you 
levy and collect the State Sales Tax at the last 
purchase point or at the first purchase point, 
and then the other transactions, the other points 
of sale, are exempt from tax. If the judgment of 
the Supreme Court in the State of Mysore Vs. 
Yaddalam Lakshminarasimhiah Setty and Sons 
is followed, no Central Sales Tax can be 
collected on these products. The implication of 
the judgement is that since only the last 
purchase point in the State is subject to tax, 
every other point of the sale or transaction 
taking place, whether inside or outside the 
State, is exempt from tax. So the State cannot 
also collect the Central Sales Tax, which they 
would have been able to collect otherwise, 
under the provision of section 9 of the Central  
Sales Tax Act which says: 

"(1) The tax payable by any dealer under 
this Act on sales of goods effected by   him   
in   the   course   of  inter-State 
4—33 R. S./69 

trade or commerce shall be levied and 
collected by the Government of India in the 
manner provided in subsection (3) in the 
State from which the movement of the goods 
commenced  :" 

and    sub-section   (3)     reads  thus   : 

"(3) The authorities for the time being 
empowered to assess, collect and enforce 
payment of any tax under the general sales 
tax law of the appropriate State shall, on 
behalf of the Government of India and 
subject to any rules made under this Act, 
assess, collect ^nd enforce payment of any 
tax, including any penalty, payable by a 
dealer under this Act in the same manner as 
the tax on the sale or purchase of goods 
under the general sales tax law of the State is 
assessed, paid and collected  ;" 

So far as Central Sales Tax is concerned, the 
Central Government does not provide any 
machinery of its own for collection or levy. It is 
entirely left to the States to use their own 
machinery for the purpose of collection of the 
levy. But the Act says that the Central Sales 
Tax has to be collected, levied and paid in the 
same manner as the sales tax of the concerned 
State is collected, levied or paid. The whole 
question turns upon the interpretation of this 
particular phrase "in the same manner."' The 
Supreme Court came to the conclusion that all 
the various provisions of the State Act of the 
concerned State with regard to the General 
Sales Tax Act of that State will be 
automatically imported into the levy, collection 
and payment of the Central Sales Tax. If, for 
instance, under the General Sales Tax Act of 
the State a particular exemption of a certain 
kind is provided for the collection of the sales 
tax, even though there is,,no provision so far as 
the Central Sales Tax is concerned for any 
exemption, the exemption will be enforceable 
so far as the Central Sales Tax Act also is 
concerned. This, I think, was not something 
what was intended at the time of the passing of 
the Central Sales TJX Act. So it was necessary 
to get out of this difficulty. So even after the 
Mysore Government case mentioned here by 
the Minister, there have been a number of cases 
in the Kerala as well as the Madras High Courts 
which gave the interpretation that so far as this 
section 9 was concerned it only meant that the 
Central Sales Tax is to be collected in the 
manner provided for   in   the   State  Act   
concerned. 
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1    P. M. 
That is to say, it provides only the 

machinery, the modus operandi or the method 
of collection and it does not ipso facto import 
all the provisions of the State law into the 
collection or levy of the Central Sales Tax. 
This is the import of the judgments in very 
many cases in the Madras High Court as well 
as in the Kerala High Court. For instance, I 
may mention the case of S. Mariappa Nadar 
and Others Vs. the State of Madras. Another 
example is the case of Parvathi Mills Ltd. Vs. 
the State of Kerala. In the latter case, the excise 
duty paid to the Central Government by a 
dealer and collected from his customers was 
not permitted to be excluded from the turnover 
by the application of Rule 7(1) of the General 
Sales Tax Rules, 1950, framed under the local 
Sales Tax Act. It was observed in that case that 
the expression "in the same manner" in section 
9(a)of the Central Sales Tax Act did not attract 
the application of the rule which justified the 
exemption. 

So, like that so many cases were decided by 
the High Courts and it was in accordance with 
the judgments of the High Courts concerned, 
Madras and Kerala, that a particular 
interpretation was placed upon the operation of 
the Act. So far as Kerala was concerned, 
officers have collected this tax and the dealers 
were also collecting this tax from the people 
with whom they were trading. So a number of 
transactions had taken place over the last so 
many years and large amounts have been 
collected. It was stated that so far as the State 
of Kerala is concerned, about Rs. 5.25 crores 
have been collected and if this Bill is not 
passed into law, the whole amount will have to 
be refunded. That is the position. It creates 
various difficulties. And as the hon. Minister 
stated, it is not confined to Kerala alone, but it 
covers the other States also. So it is necessary 
that this Bill is passed into law so that the 
States will be able to balance their budgets and 
find resources for development projects and so  
on. 

SHRI SUNDAR SINGH BHANDARI : If 
you are considerate for a State, why not   be  
so   far   the  individuals   also   ? 

SHRI C. ACHUTHA MENON : I am 
coming to that. That was the last point that I 
wanted to deal with. We know that so far as 
sales tax is concerned, 

the scheme ot the Act is to collect the tax from 
the consumers through the agency of the 
dealers. That is the scheme of the entire sales 
tax system itself. It is not as if the dealers are 
paying the tax. The dealers are not paying 
anything. The entire amount is collected from 
the consumers. The dealers act as agents for the 
Government for the collection of the tax and 
whatever amount has been collected is not their 
money. It is either the money of the consumers 
or it is public money which ought to go to the 
Government. So I do not think there is any 
hardship at all if this Bill is passed into law and 
the dealers are deprived of refunds. The 
difficulty will arise only in cases where they 
have not collected tax. In such cases, this Bill 
itself provides protection, as the hon. Minister 
has pointed out. The relevent caluse is clause 
10(1). It provides  : 

"Where any sale of goods in the course of 
inter-State trade or commerce has been 
effected during the period between the 10th 
day of November, 1964 and the gth day of 
June, 1969, and the dealer effecting such sale 
has not collected any tax under the principal 
Act on the ground that no such tax could 
have been levied or collected in respect of 
such sale or any portion of the turnover 
relating to such sale and no such tax could 
have been levied or collected if the 
amendments made in the principal Act by 
this Act had not been made, then, 
notwithstanding anything contained in 
section 9 or the said amendments, the dealer 
shall not be liable to pay any tax under the 
principal Act, as amended by this Act, in 
respect of such sale or such part of the 
turnover relating to such sale." 

So, there is no difficulty. If he has not collected 
any tax, he need not make any refund or pay to 
the Government. If he has collected any tax 
from the consumers, then naturally this money, 
which ought to go to Government, should go to 
Government. Where is the difficulty ? Where is 
any injustice in appropriating that money to the 
Government ? It is the place where that money 
ought to have gone. The money is public 
money. Therefore, there is no difficulty in 
providing that such money should go to the 
Government and these things should be 
regularised. So I do not think there should be 
any objection to this Ordinance or to the Bil! 
being passed into law. I support this Bill. 
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THE   DEPUTY   CHAIRMAN :   Mr. 
Chatterjee will speak next.     The  House 
stands   adjourned   till   2    P.M. 

The     House  then   adjourned 
for   lunch   at   five  minutes    past 
one    of   the  clock. 

The House reassembled after lunch at two 
of the clock, the VICE-CHAIRMAN (SHRI  D.   
TIIENGARI)   in  the  Chair. 

SHRI   A.   P.   CHATTERJEE    (West 
Bengal)    :     Mr.     Vice-Chairman, Sir, 1 
welcome this Bill and I should say that this 
has been a timely measure in view of the fact 
that the Supreme Court judgment not only 
eroded the concept of Central Sales Tax but 
had also put the States, at least some of the 
States in such a difficult situation   that   by   
its   judgments   the   States could   have   been    
compelled   to   refund the   sales   tax 
collected under the Central Sales   Tax  Act.    
You  know  that  under Article   269(1)   of   
the   Constitution   the sales   tax   collection   
under   the   Central Sales Tax Act has been 
allocated to the States    and it has also been 
stated that the States shall retain those taxes as 
one of those finances which have been made 
available  to  the  States.    But  because  of the 
several  Supreme Court judgments, at least 
four of them,  the situation became like this 
that if a Central Sales Tax has to be imposed 
or levied, that has to be levied not merely in 
accordance with the procedure that is 
obtaining or prevailing in the particular States, 
but the Supreme Court judgements further 
stipulated  that the Central sales     tax in 
substance,  not merely in procedure, would 
also have to conform   to   the    sales   tax    
laws   of  the different  States.     That  is   to  
say,   if by virtue of a local   sales tax   law a 
sales tax has to be imposed only at a particular 
point, at the point of purchase or at the point 
of sale, then after such sales tax is imposed 
according to the law of the State at the 
particular point of sales or at the p a r t i c u l a r  
point of purchase, according to the Supreme 
Court judgments under  the  Sale  Tax Act no 
other sales tax  could   be  recovered  or levied 
if such goods after such payment  of sales tax 
were in transit from that State   in which the 
sales tax was  paid   to  another. That is to say 
the Supreme Court judgments cut at the root of 
the entire concept of the Inter-State   Sales Tax 
Law.    Actually  the jnter- State Sales Tax 
Law is  based  upon this concept that if 
particular goods which are liable to   sales   
tax,    when   they   are purchased or sold and   
in   the   course   of such purchase or sale, they 
move from one 

State   to   another,    then,     such     inter-State  
movement   of goods   would   make them liable 
to sales tax.    But the Supreme Court judgment  
said   that    in   the   case of such   inter-State   
movement   of goods if, for example, sales tax 
has already been paid at a particular point of 
either purchase  or sale  within  a  State,   then   
that exhausts its liability  to  further sales  tax 
even  though  these goods on which sales tax has 
been paid are purchased or sold between 
different States and in the course of such 
purchase or sale there is an inter-State   
movement.    That   dent   made    by the   
Supreme   Court   in   the    sales    tax concept 
has been, so to say, plugged by this   particular   
Act.      Not   merely   that. This particular Act 
has also saved certain States   from   making a   
refund   which the traders   were  clamouring  
for   because   of the force of these  Supreme  
Court judgments.    Immediately    after    these   
judgments   were   delivered   by   the   Supreme 
Court,    the     traders    began    clamouring for 
the refund of the    sales tax collected from them 
under  the Central  Sales Tax as  amended  in   
1958.    According  to   the Supreme  Court 
judgments   the sales   tax as levied or as 
collected under the Central Sales Tax Act before 
this amendment by the  Central  Sales  Tax  
Ordinance,  some of the sales taxes collected on 
the   goods became immediately invalid because 
according to those Supreme Court   judgements 
that  sales   tax  under   the   Central   Sales Tax  
Act  before  this  amendment  by  the Central  
Sales  Tax  Ordinance  could  not be levied 
because it offended the particular sales   tax    
law  of the  States   concerned. And    moreover,    
if,    for   example,   there was   no    sales  tax    
law   in   a particulars State,    the    Supreme    
Court   judgments could have  been  applied  
with  a  greater force because according to the 
Supreme Court judgments no sales  tax  under  
the Central   sales    tax Act could  at  all  be 
levied.    Therefore,   because   of  this,   the 
sales    tax   already   collected    under    the 
Sales Tax Act became invalid by    virtue of 
these judgments. Therefore, the traders began to 
file writ petitions and other cases in different 
High Courts of different States for the refund of 
that sales tax.    As has been stated by the 
Minister concerned in his   report   justifying    
the   promulgation of the  Ordinance,     I mean  
the  Central Sales Tax Ordinance, the State of 
Kerala was faced with the prospect of refunding 
to   the  extent  of Rs. 5  crores.   Now,   the 
position of the State finances is not very good.    
The  State  resources  are also  not flexible.    
Moreover,      these     States   are not being 
given allocations from the Centre, and   as   I   
said,   they  should   have   been 
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granted greater allocations. Even the interim 
award of the Fifth Finance Commission is not 
very satisfactory as far as the States are 
concerned. The States have not been given a 
fair deal by the Finance Commission, not at 
least by virtue of their interim award. I do not 
know what will be the study by the latest 
Finance Commission in its final award or its 
final report. But it is quite true that the Finance 
Commission has given the States a raw deal, 
so to say, in its interim award. Mr. Vice-
Chairman, I may digress a little on this point 
and I may say that as far as the State of West 
Bengal is concerned, as far as the State of 
Kerala is concerned, they are entitled to a 
better deal at the hands of the Finance 
Commission. As a matter of fact, look at the 
State of West Bengal.    We contribute a great 
part of... 

SHRI SUNDAR SrNGH BHAN-DARI : 
You are rubbing the point in a wrong context. 

SHRI A.  P. CHATTERJEE   :  I    can come 
back to the context and you   will see how the 
context is there.    I will  come back to the 
context and this is all in   the context.    You 
know, as far as  the State of West  Bengal  is  
concerned,   it  contributes a   great part of the 
export earnings by virtue of the export of jute 
and tea. Kerala also  contributes  a great part of 
the export earnings by virtue of the export of 
rubber, cashewnuts and all that.    But even in 
spite of the fact that we have been contributing 
a lot to the earnings of the Indian Union, we 
have been given a raw deal by the Finance 
Commission.    Whatever finances were 
available to the  State if that also go away, then 
the State will have to face a very  bleak future.    
The Central Sales Tax collected is meant to be 
available  to  the States  under articles 269  of 
the Constitution and if that goes, by virtue of 
the Supreme Court judgment then  the  States,  
naturally, will  be great losers.    Therefore, this 
measure and prior to  this,  the  Ordinance,  
which  is  being replaced by this, which has 
tried to plug the   loopholes   caused   by   the   
Supreme Court  judgment   has   to   be   
welcomed. I am told—I was not present then—
that Mr.   Bhandari  has  addressed   this House 
on this point and said that as far as this Statute 
is concerned, this should not have been  
retrospective  in  operation.   I  agree with him 
in principle that great caution must be taken at 
least as far as financial measures  are  
concerned.    Great caution should be adopted to 
see that they are not 

retrospective in operation and by bein§ 
retrospective   in   operation   they do   not 
impinge   harshly   upon   the  persons  who have 
to pay taxes.   I  agree with him in principle.    
Though  I  agree with him in that point in 
principle, we have to be a little flexible in this  
case.    As a  matter of fact one of the reasons for 
the promulgation of this Ordinance and then 
bringing! in this Bill for consideration is that 
some of the States are faced with the demand for   
taxes   that   have   been paid    under the   
preceding   Act   by   the   traders.    As has  been 
said, in  the case of one State the demands are to 
the extent of Rs. 5 crores.    I do not know      
how    it would affect Bengal but it might be in 
the region of some crores.    Therefore,   it was 
necessary that this measure should have been 
retrospective  in   operation  in order   that the 
States' finances might not be depleted, in order 
that the States may not be com-I  pelled   to pay 
back the taxes which were legitimately  collected  
but  if I  may say with great respect to the 
Supreme Court, the Supreme Court made a great   
dent, so to say, made a puncture in the concept of   
the   inter-State   Sales   Tax principle by   virtue   
of  their  judgement. 

SHRI SUNDAR SINGH BHANDARI : 
Not only in this respect but in all cases 
perhaps. 

SHRI   A.   P.   CHATTERJEE   :    The 
concept of Inter-State Sales Tax is that the 
sales tax is imposed because of movement of 
goods. I do not know why the learned Judges 
of the Supreme Court failed to see that. 
Anyway, the Judges have a right to err 
perhaps and because they err, so many 
appeals are also there. They have the 
jurisdiction to decide wrongly and if they 
have decided wrongly, I agree they have a 
jurisdiction to do so. Therefore their wrong 
decisions have to be rectified by a 
parliamentary Act. Therefore, I conclude that 
this measure is a timely measure and this has 
been rightly brought to rectify, if I may say 
so, with respect again, the erroneous 
judgment of the Supreme Court which failed 
to see the principle of Inter-State Sales Tax 
which is a sales tax bound to be imposed on 
movement of goods and therefore this 
measure is one in the right direction. 
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SHRI A. P. CHATTERJEE: He has spoken 
of small dealers. Is inter-State movement of 
goods on which this Sales Tax is imposed, 
done by small traders? 

SHRI BALKRISHNA GUPTA: Oh yes, 
smaller people also do it. I am defending the 
smaller ones. 

(Interruption}
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SHRI BHUPESH  GUPTA (West Ben gal ) 
: Is   it on sales   tax   on Congress? 

SHRI A. P. CHATTERJEE:    It has no 
relevance to this Bill.
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SHRI BHUPESH GUPTA: I should like to 
put very heavy sales tax on his speech so that it 
does not sell at all ? 

THE VICE-CHAIRMAN (SHRI D. 
THENGARI)   :      We shall consider. 

SHRI A. P. CHATTERJEE: But is il a 
saleable commodity ? 

SHRI SUNDAR SINGH BHANDARI: Perhaps 
according to Mr. Bhupesh Gupta, and  he can create 
markets for anything. 

"The incidence of duty would be ap-
preciably lower in almost all cases than the 
existing average sales tax, and still the 
revenues would be higher." 
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SHRI U. K. LAKSHMANA GOWDA 
I (Mysore) : Mr. Vice-Chariman, Sir, first of all 
I would like to join with the sentiments 
expressed by Mr. Bhandari about the Ordinance 
that was issued about this Central Sales Tax. 
My point is ihis matter had come to the notice 
of the Government since a considerably long 
time after the first decision of the Supreme 
Court in inte-p:eting sections g(i) and 9(2) 
whereby in Mysore the Government of Mysore 
had to refund the Central Tax which   was 
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collected. There was  sufficiently long time for 
the Central Government to have come out with 
a Bill.   There was no  necessity to have waited 
till matters reached a stage of complication  
when   based  on   the second judgment  
upholding  the  decision  of the earlier one to 
cover even the cases which were subsequent to 
the amending Act of 1958, the different States 
starting from Kerala, Maharashtra and others 
started compelling the Central Government 
pointing out   the  urgency  of the situation.     
The whole point is, in principle I am opposed to 
such legislations being brought by means of an 
Ordinance and that  two with retrospective 
effect which will result in  much complication 
and hardships for the genuine traders. So far as 
the Bill is concerned I am prepared to support it 
and I shall adduce my reasons for doing so but 
in principle I oppose the way this was brought 
first as an Ordinance. Mr. Achutha Menon has 
very clearly brought out the peculiar   situation 
States like Kerala, Mysore and others where 
'Commodities like coffee, tea, pepper, copra and 
others are    subjected to Inter-States Sales   Tax   
because of   Inter-State sales and also the States 
Sales   Tax.  The interpretation ofsectiong(i) 
virtually made the Central Sales  Tax   that was 
collected illegal in view of the exemptions 
provided by the particular States   at the first 
point of sale. I would like to know whether the 
Government of Mysore consulted t-he Central 
Government when after the first judgment "they 
were obliged to make a refund of the tax which 
had been collected  earlier.  If that had been 
done why there was   such a lot  of delay  in   
considering   this matter till   more   
representations   came from the State   
Governments and also from traders in Mysore 
and other places with the result that they had to 
bringforward an Ordinance. The interesting 
point here is, particularly in the case of Mysore 
a considerable amount of money was refunded 
and I do not know whether the Government of 
Mysore went to the Supreme Court or whether 
they contacted the Central      Government   
about amending the Act.   Subsequently after 
the judgment the traders in Mysore did not 
collect Sales Tax at all because they were not 
obliged   to. Later on there was an apprehension 
that the Central Government was thinking of 
bringing forward an amendment with 
retrospective effect    and they feared that in 
addition to paying back what was refunded to 
them they might also have to   pay   what   they    
had   not  collected. Fortunately, I am very 
happy to see  that this Bill provides an 
exemption for cases where the Sales  Tax   had 
not been collected; that  is in section 10(1).   
That is   very welcome provision.   It is  a good 
thing they 

have done that; otherwise the traders in 
Mysore, both large and small, would have been 
very badly hit. 

There is one point about smaller traders and 
the consumers. There I am prepared to support 
the Bill because all those people who got the 
refund did not distribute the refund to the 
customers on the plea that the identity of the 
customers could not be established. So 
virtually what happened was the money that 
was refunded by the Government of Mysore 
was kept with the traders and with this 
retrospective effect of the provision they will 
have to pay it back. In my view it is quite 
correct but I would like to say here that care 
should be taken to see that cases where refund 
has been made to the actual consumers are 
considered and they are not asked to refund on 
the basis of the earlier refund to them by the 
State  Government. 

Apart from that, speaking generally, I would 
like to say that opportunity should be taken to 
rationalise the whole sales tax structure, 
particularly on consumer goods. The State 
Sales Tax and the Inter-State Sales Tax have 
complicated matters and consumer goods 
become costlier when they move from one 
State to another. A case in point is coffee 
which when it is sold in Mysore is subjected to 
one tax. When it is brought into another State 
the Interstate Sales Tax comes in with the 
result that the coffee which is released and sold 
by the Coffee Board and should be available to 
the consumer at the same price everywhere 
becomes more expensive when it is taken to 
another State. This matter should be gone into 
and as was mentioned particularly by Mr. Prem 
Manohar and others in the case of various 
other consumer goods also this is an aspect 
which sould be taken into consideration and 
proper rationalisation of the sales tax structure 
should be made. 

Thank you. 
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goods within a period of three month, from the 
date of delivery of the goods . . . 

SHRI P. G. SETHI : Sir, I am highly thankful 
to thehon. Members, Mr. Achutha Menon and 
Mr. Chatterjee, for giving their wholehearted 
support to the measure that is before the House. 
Sir, as far as Mr. Balkrishna Gupta is concerned, 
1 was failing to understand whether he was at all 
speaking on the Bill. It was a stereotyped speech 
which perhaps the hon. Member   is    habituated    
to   repeat    . 

SHRI SUNDAR SINGH BHANDARI: It was  
timely in one sense. 

"the   sale price of all goods returned to 
the dealer by the purchasers of such 



 

SHRI P. G. SETHI : ... whether it is 
according to the occasion or not, and during 
the course of his speech Mr. Balkrishna Gupta 
also referred to the difficulties of the small 
traders. But as far as the small traders are 
concerned, the sales tax which is levied by the 
State Governments in their respective States is 
a different matter. Here we are concerned with 
the inter-State sales tax that is levied on sales 
resulting in the movement of goods from one 
State to the other State. Now because the 
collection of this sales tax did create 
difficulties for the respective States, therefore, 
by a Central Sales Tax Act provision has been 
made that this tax which is levied on the inter-
State sales of goods is levied under it. 

That is collected by the respective States 
and the entire proceeds of this tax collection 
goes to the States. Therefore, the sales tax 
which is levied in the States in their respective 
areas on the various consumer goods and other 
articles is quite different from the Central 
Sales Tax which is only levied on the inter-
State sales of goods. 

As far as this Act is  concerned, when this 
Act was enacted it was our intention    to levy a 
sales tax on the inter-State   sales of goods, and 
we had provided for the    levy of the tax under 
that Act and we   had also thought  that it 
would be levied according to the provisions of 
the Act.    But it is a matter  of common  day  
experience  that whenever there is a legislation 
and if the matter goes to the Court,    it is 
sometimes probable and likely that the Court 
takes a different view about it and gives a 
different interpretation.   Here the hon. 
Supreme Court have given a different 
interpretation to the Act which was passed, and 
that was with regard to section 9(1)-   With 
regard to the expression "levied" in section 9 
(1) of the Act as it stood prior to its amendment 
the  Supreme   Court  held   that   "levied" 
meant not according to this Act but according 
to the provisions of the State Government Act.    
Similarly   with regard to the procedure,    the    
Supreme    Court     held that "in the same 
manner" which occurred in section 9 (2) of the 
Act as it then stood had  the  effect of 
assimilating within  its ambit both the 
procedural and the substantive provisions 
relating to imposition of the levy and collection 
of the tax provided in the appropriate State law.    
This is entirely  a  matter   of interpretation.      
It was  the intention  of the framers  of the Act 
at that period of time that the tax would   be  
levied  on  inter-State  sales  of goods 
according to the provisions of this Act and also 
according to the manner as provided in this 
Act. Now the hon. Supreme 

Court held a different view and pronounced 
their       judgment,      and the      
final 
judgment was pronounced in August, 1968. If 
the judgment as has come out is allowed to 
remain as it is, then as I have said, Sir, during 
the introductory remarks, the burden on the 
State Governments would be very heavy, it 
would be about Rs. 68 crores ; and the hon. 
Member, Mr. Bhandari, has again repeated 
our liking for Kerala and all that. I would like 
to point out that the impact of this refund, as 
far as Kerala is concerned is only Rs. 5.25 
crores. It is Rs. 44 crores with respect to 
Maharashtra. 

SHRI SUNDAR SINGH BHANDARI : 
At least that made you move.   Otherwise you  
were sleeping  over  the issue. 

SHRI P. C. SETHI : We were not sleeping. 
We were negotiating, consulting with them. 
We took the matter to the Regional Council. 
Ultimately we came to the conclusion that 
there was no way out except to bring out an 
Ordinance giving it retrospective effect so that 
the State-Governments may be saved from 
this burden  of refunding  this amount. 

Another question is that the hon. Members 
Mr. Bhandari, Mr. Prem Manohar and Mr. 
Balkrishna Gupta were all pleading about the 
difficulties of the traders. As far as the States 
are concerned, it was rightly pointed out by 
Mr. Chatterjee and Mr. Achutha Menon that 
as far as the trader is concerned, either he has 
collected it from the consumer and after 
collecting it he has to pay it to the 
Government, and therefore the trader has 
nothing to lose. If he has collected, then he has 
to pay it to the Government. If he has not 
collected, we have already provided in the Act 
itself that if he proves that he has not 
collected—of course the onus of proof is on 
him—if he also proves that he has collected 
and even refunded, in that case also he will get 
the benefit. Therefore, the trader is not at all 
put to any harassment. If he has collected, he 
has to pay.  If he has not collected, he is 

not to  pay.    Therefore,  as  far   as 3 
P.M.    the retrospective effect is concerned, 

still it will be no problem for him 

It was said by the hon. Shri Lakshmana 
Gowda that the Mysore State Government 
came to us. It was a fact that the Mysore State 
Government came to us after the 1964 
judgment. But soon after came the Madras 
High Court judgement and therefore   in   
view   of   that,   it   was   not 
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possible to decide as to whether the Madras 
High Court judgment would prevail or the 
Mysore High Court judgment would prevail, 
and ultimately it was after the matter was 
finally settled in August, 1968 by the 
pronouncement of the Supreme Court that we 
had to come forward with this ordinance. 

During the course of the discussion it was 
also said that the Central Sales Tax would be 
leviable even if there is no local sales tax on 
any commodity. I would like to make it very 
clear that if there is any commodity which is 
exempt from the local sales tax in a State, then 
the Central Sales Tax on the inter-State sale of 
such a commodity would not be there. 
Therefore, this fear which has been expressed 
here especially by Mr. Prem Manohar that new 
levies would come into existence is not correct. 
If there is no sales tax provided on any 
commodity in any particular State, from that 
point of view, there would be no inter-State 
saies tax. 

As far as the law of limitation is concerned 
which point the hon. Mr. Bhandari has raised, 
this law of limitation differs from State to State. 
In some States it is four years, in some States it 
is six years or eight years and in some others it 
even extends up to 12 years. So, the law of 
limitation is there. And wherever the law of 
limitation would prohibit us from collecting the 
tax, certainly to that extent we will go by the 
law of limitation of the State and not by a 
general rule by extending it to all the States 
where the law of limitation does not permit us. 
It is not only for records that I am making it 
clear; but I am making it clear also with regard 
to the law of limitation that wherever it is there 
in a particular State, we will have to abide by 
that law of limitation in the matter of this 
particular Act also. 

This Act which is before the House is a very 
simple Act and that is only to correct the 
position as has been created by the 
pronouncement of the honourable Supreme 
Court. We do not want to levy any fresh taxes; 
neither are we enhancing the percentage of the 
tax. We are trying to set right our record by 
bringing in this Bill, and I hope that the Bill 
would have the approval of the House. 

THE VICE-CHAIRMAN     (SHRI D. 
THENGARI) : The   question   is : 

"That   this   House   disapproves   the 
Central      Sales      Tax      (Amendment) 

Ordinance, 1969 (No. 4 of 1969) pro-
mulgated by the Vice-President acting as   
President  on   the  9th June, 1969." 
The motion   was  negatived. 

THE VICE-CHAIRMAN (SHRI D. 
THENGARI) : The question is : 

"That the Bill further to amend the 
Central Sales Tax Act, 1956 and to provide 
for certain other matters, as passed by the 
Lok Sabha, be taken i nto consideration." 

The   motion   was   adopted. 

THE VICE-CHAIRMAN (SHRI D. 
THENGARI) : We shall now take up the 
clause by clause consideration of the Bill 

Clause a to 4 were added to the Bill. 

Clause 5—Insertion of new clause SA. 

SHRI SUNDAR SINGH BHANDARI : Sir, 
I move : 

1."That the Rajya Sabha recommends to   the   
Lok   Sabha   that   the  following amendment   
be   made   in   the   Central Sales Tax 
(Amendment)   Bill,   1969, as passed by the 
Lok Sabha, namely :— 'That  at  page  2,   line 
33, for   the word, 'three' the word 'six' be 
substituted.' 

2."That the Rajya Sabha recommends to 
the Lok Sabha that the following amendment 
be made in the Central Sales Tax 
(Amendment) Bill, 1969, as passed by the 
Lok Sabha,  namely :— 

'That at page 2, line 36, for the word, 
'six' the word 'twelve' be substituted.' 

The   questions   were  proposed. 
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of six months. Previously, it was three months. 
But later on, after consultation with the State 
Governments, we came to the conclusion that it 
would be better to raise it to six months, from 
three to six months and therefore subsequently 
by a notification it was raised to six months. And 
now, as far as the present limit is concerned it is 
six months. 

THE VICE-CHAIRMAN    (SHRI D. 

THENGARI): The   question is: 
1.  
"That the Rajya Sabha recom 

mends to the Lok Sabha that the fol 
lowing amendment be made in the 
Central Sales Tax (Amendment) 
Bill, 1969, as passed by the Lok Sabha, 
namely: 

'That at page 2, line 33, for the word 'three' the 
word 'six' be substituted.' 
The motion was   negatived. 

THE    VTCE-CHAIRMAN   (SHRI D. 
THENGARI)   : The question is: 

2.  
"That the Rajya Sabha recom 

mends to the Lok Sabha that the fol 
lowing amendment be made in the Cen 
tral Sales Tax (Amendment's Bill, 1969, 
as passed by the Lok Sabha, namelv: 
'That at page 2, line 36, for the word '."ix' the 
word 'twelve' be substituted.'  " 
The motion was negatived. 

 

"The sale price of 
all goods returned to the dealer by the 

purchasers of such goods. 

 

rebooking  and    reaching   the 
original starting   point. 

tions   from   turnover.' 

SHRI P. C. SHETI: Sir, by amending the 
rule by a notification of the 3rd May, 1966—
and it was published in the Gazette on the 14th 
May, 1966—it was provided that such 
deductions would be available if the goods 
were returned within a period 
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THE VICE-CHAIRMAN    (SHRI D. 
THENGARI)   : The question     is: 

"That clause 5 stand part of the Bill." The 

mclion was adopted. Clause 5 was added to 

the Bill. Clauses  6/011   were  added to the   

Bill. Clause    1,    the   Enacting Formula and   

the Title   were added  to the Bill. 

SHRI  P. C. SETHr :     Sir,   I move : "That 

the Bill be returned." The question was 

proposed. 
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Sir, I have also Jmade it amply clear that as 
far as the Law of Limitation in a particular State 
will prohibit us from attending a particular case, 
then certainly that would not be opened. The 
Law of Limitation of the State would be a 
binding force on us. 

Then, Sir, the main question of streamlining 
the Central Sales Tax is separately under 
consideration. In what way it should be 
streamlined and what further measures should 
be brought forward before the House is under 
consideration. I am sure in course of time we 
will come before the House with some 
amendments of the Central Sales Tax Act and 
the hon'ble Member would be quite free to 
suggest to us the various measures which are to 
be suggested by him. It is our intention to refer 
this Bill to a Joint Select Committee so that at 
that appropriate time we can go into the merits 
and other problems with regard   to the Central 
Sales   Tax   Act. 

A question has also been raised with regard to 
the excise duty and the Central Sales Tax. This 
is well known to the House that at the moment 
there is no sales tax on sugar, tobacco and 
textiles. We are getting excise duty on these 
commodities. It has been the persistent demand 
of the various trade associations and very many 
people that instead of   sales tax we should have 
excise duty, that will remove most of the 
problems of the traders. But,  Sir, at the same 
time we are receiving representations from the    
State    Governments that even with regard to 
these three subjects   which are exempt  from 
sales tax  and where we are collecting excise 
duty, that also should be left to the State   
Governments   because they are not in a position 
to levy sales tax. There   are certain 
commodities which are notified.     On these 
notified  commodities also the State   
Governments   are not able to put more than 3 
per cent.     sales tax. So this is a matter for 

negotiations with the State   Governments. The   
Fifth   Finance Commissions' Report has already 
been received. When it will be taken up with the 
State Governments for discussion all these points  
would  arise, and I am   quite sure that after that 
discussion we   will be in a position to say whether 
a particular   commodity has to be taxed under 
excise   duty or sales tax and some positive thing  
would emerge out of that. Till such time, Sir, we 
have no other way out except to act under the 
Central Sales   Tax   Act   and we are before the 
House   only to get the lacuna, arising on account 
of the Supreme Court's pronouncement, removed. 

SHRI P. G. SETHI : Sir, as far as this 
measure is concerned, it is mainly meant, in 
most of the cases, to enable us to retain what 
has already been collected. 

SHRI SUNDAR SINGH BHANDARI: 
Why do you not be categorical about that? 

SHRI P. C. SETHI : No, no. It is meant 
mainly for retaining what has been collected. 
At the same time the honourable Member has 
also said that it will involve more of trouble to 
the merchants and the onus of proof is on 
them. The States are dealing with the sales tax. 
Therefore, the State Governments will 
certainly take care of the cases if there is any 
case of undue harassment. 
5—33 R.S./69 
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Amdt. Ordinance, 1969 Mill, 19C9 
THE VICE-CHAIRMAN   (SHRI   D. 

THENGARI)  :  The question is: 

"That   the  Bill   be  returned." The motion  

was adopted. 

I. RESOLUTION SEEKING DIS 
APPROVAL OF THE GOLD (CON 

TROL) AMENDMENT ORDINA 
NCE,   1969 (NO. 6 OF 1969) 

II. THE GOLD (CONTROL) AM 
ENDMENT   BILL, 1969 

f["That this House disapproves the Gold 
(Control) Amendment Ordinance, 1969 (No. 
6 of 1969), promulgated by the Vice 
President acting as President on the 3rd July, 
1969."] 

ff     ] English translation. 


