
 

MR.  CHAIRMAN:   The question is: 

"That leave be granted to introduce a Bill 
to provide for the vesting in the Central 
Government of • the properties of the 
Institution .known as the Lady Hardinge 
Medical College for Women and Hospital 
for Women and Children, Delhi, and for the 
better administration thereof." 

The motion was adopted. 
SHRI D. P. KARMARKAR: Sir, I in-

troduce the Bill. 

  
THE   BENGAL   FINANCE    (SALES 
TAX)   (DELHI AMENDMENT) BILL, 

1959 

THE DEPUTY MINISTER OF FINANCE 
(SHRIMATI TARKESHWARI .SINHA) : Sir, I beg 
to move: 

"That the Bill further to amend the 
Bengal Finance (Sales Tax) Act, 1941, as 
in force in the Union territory of Delhi, as 
passed by the Lok Sabha, be taken into 
consideration." 

Before 1 proceed to explain in brief the 
important changes proposed to be carried out 
in the Act, I would like to take the opportunity 
to say a few words about the necessity to make 
such ■ changes. 

Sales tax was first introduced in the Union 
Territory of Delhi in 1951 and the West 
Bengal law was adapted for this purpose. The 
working of the system in Delhi has been 
reviewed with reference to certain recent 
developments and the experience of the last 
seven years has shown that the changes are 
necessary. It has been therefore found 
necessary to amend the law so as to bring the 
sales tax structure in Delhi in line with the all-
India pattern and also with the neighbouring 
States. I shall explain "briefly the issues 
covered by the present amendments. 

As Members may be aware, in November, 
1957, it was decided at a Conference of the 
Union and State 16 RSD—4. 

Finance Ministers that sales tax at a uniform 
rate of 7 per cent, should be levied on certain 
goods which are called in common parlance 
'luxury goods' and which are normally pur-
chased by the affluent section of the society. 
This decision has already been given effect to 
by all the State Governments except Bombay, 
Mysore, West Bengal and Jammu and 
Kashmir. These States are also expected to do 
so very shortly. It is desirable to bring the 
Union Territory of Delhi also into line and 
this is proposed to be done by the present Bill. 

The general rate of tax in Delhi is now 
one-half of an anna in the rupee. It is 
proposed to raise it to four Naye Paise which 
is the general rate in the neighbouring State of 
Punjab. 

Coal, cotton, iron and steel, jute and 
.oilseeds are not at present taxed in Delhi, 
while they are taxed in the neighbouring 
States of Punjab and U.P. There is no reason 
why they should be exempted in Delhi alone 
and it is proposed to levy a tax at the rate of 
two Naye Paise in the rupee on the sale of 
these goods. 

Recently, the Supreme Court decided that it 
was not within the powers of a State 
Government to levy a sales tax on lump-sum 
works contracts. It is proposed to bring the 
position in Delhi in line with that in the 
States, although technically it is within the 
competence of the Union Government to levy 
the tax though not in the form of sales tax. 
This would not result in any appreciable loss 
of revenue as sales of materials to the 
contractors for the execution of works would 
be subject to tax in the ordinary course. 

Tax at present is levied in Delhi on the last 
point of sale. It is proposed to assume powers 
to levy tax at a point other than the last point, 
as and when it is considered expedient to do 
so. This would enable the first point sales tax 
being levied in the case of certain 
commodities which are manufactured in 
factories and for which an organised trade 
channel exists.   In regard to 
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[Shrimati Tarkeshwari Sinha.] this point, it 
was apprehended in the other House that the 
system of single point sales tax was proposed 
to be changed to multipoint. I tried to allay the 
fears of the hon. Members in that House, and I 
may reiterate here that no change in the single 
point sales tax system or structure of Delhi is 
proposed to be made. By the proposed 
addition of the new section 5A in the Act it is 
sought to introduce some flexibility so that the 
single point tax may be levied at a point other 
than the last point of sale in suitable cases. 
There had been a persistent demand from the 
trade for a first point levy of sales tax, and the 
change would not only facilitate 
administration of the Act but would also 
eliminate a large number of petty dealers from 
its scope, who find it difficult to comply with 
the normal requirements of the law. 

There is a lacuna in the existing law in that 
there is no specific authority conferred on 
dealers to collect tax on the sales from their 
purchasers. Such a provision exists in many 
States Sales Tax Acts as also in the Central 
Sales Tax Act, 1956. This lacuna is now 
proposed to be filled in. 

Sir, provision is also being made to enable 
sales tax authorities to impose penalties in 
case of defaults in payment of tax in time or 
for the deliberate suppression of turnover, etc. 
Authority is also being conferred on 
Commissioners of Sales Tax to refer any case 
to the High Court for decision on matters of 
law, a privilege now available only to the 
dealers. 

The main purpose of the Amending Bill, as 
I mentioned earlier, is to bring the law in 
Delhi in line with developments which have 
taken place since the West Bengal Act was 
applied to Delhi and later amended by the 
former Delhi Legislature. All the provisions 
are non-controversial and I trust the House 
will accept the amendments proposed. 

Sir, I move. 

MR. CHAIRMAN:    Motion moved: 

"That the Bill further to amend, the 
Bengal Finance (Sales Tax) Act, 1941, as in 
force in the Union territory of Delhi, as 
passed by the Lok Sabha, be taken into 
consideration." 

SHRI PERATH NARAYANAN NAIR 
(Kerala): Mr. Chairman, Sirr as the hon. the 
Deputy Minister has pointed out, the object of 
the Bill is to bring the sales tax law now 
prevailing in Delhi in line with the all-India 
pattern and also in line with the developments 
that have taken place in the neighbouring 
States. 

[MR. DEPUTY CHAIRMAN in the Chair.] 
First of all I want to know, Sir— because 

this matter concerns so> much the people of 
Delhi and the trading community in Delhi—as 
to what steps have been taken to ascertain 
local opinion about these measures—I mean 
the opinion of the dealers and the various 
trading sections—and also whether that 
Advisory Body which is generally consulted in 
regard to affairs pertaining to Delhi, whether 
that body had any opportunity to consider 
these various aspects. After all, since it is the 
local people whom these taxation measures 
affect very deeply, they must have an oppor-
tunity to express themselves about these 
things. Specially where the-representation 
allowed to Delhi in-Parliament is so meagre, 
on such-questions it would be better if you are 
guided by competent opinion here. So, I want 
to know if local opinion has been taken—I do 
not find anything about it in the notes on 
clauses. At least a convention must be 
established hereafter that in respect of taxation 
measures and other measures which are of 
vital concern to the people of Delhi, they must 
have an opportunity to express themselves. 
There must be some machinery devised 
whereby we can have the advantage of know-
ing their opinions also. 
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Now, Sir, in regard to one or   two main 
things which this Bill contemplates I am 
in entire agreement, for example, a 
uniform rate to be levied throughout on 
items of special importance.   Well, that 
decision is    sought to be implemented so 
far as Delhi is concerned.    And I am    
generally in favour of the provisions in 
this Bill. I welcome all that and again this 
question of sales tax at a uniform rate of 7 
per cent, on what are called 'luxury 
goods',  goods  which     are     normally 
purchased by the    affluent    sections. We 
are informed,   Sir, that there was a 
conference of the Finance Ministers of the 
various  States in Delhi     and that this 
Schedule covering    what is termed as 
'luxury goods' was accepted.    But     on     
going     through     the Schedule one is at 
a loss    to    know whether all those items    
listed    are really luxury goods.    I do not 
want to go into all the items in    the list, 
but then my own opinion    is    that 
various     accessories with    regard to 
wiring and installation of    electrical 
apparatus—even  for     lighting     pur-
poses—that so many of these    which 
have become essential articles    have 
been included in that category.   Now, you 
are extending electricity to    the rural 
areas and there is more     and more   rural   
electrification.    Specially in our parts 
electricity is so common and  for wiring 
purposes  the     small accessories     have    
become    absolute necessities of life.    I 
find    these are included in  luxury items.    
Not only that,  even  clocks     and     time-
pieces, and in these days, to include them 
in luxury items will be not quite fair. So, 
my point in     regard    to    these luxury 
items is that the list requires to be scanned 
again, and certain items removed from 
them.   I am not sure— I myself have not 
made a    detailed study  of the  whole  
list—I  am     not sure if other items of 
common necessity are included in the list 
of luxury goods, but items such as time-
pieces, 
clocks, the wiring apparatus and 
materials required in ^connection with 
electric wiring, all these things have to 
be taken from out of the list. 

Another main feature of    this Bill is that 
it seeks to raise the    general rate of sales 
tax which was    about half an anna in the 
rupee, to four Naye Paise,  and  the  only 
reason  given is that the Government 
wants to   bring the existing rate in line 
with the rate prevailing in the 
neighbouring    State of Punjab.    Now, 
Sir, this is brought about mainly because 
of the introduction  of Naya     Paisa.    
Formerly     it worked out to about 3*125 
per    cent, or so.    Now, if the object is 
simply to round it off to the nearest    
Naya Paisa, naturally 3 nP    would    have 
been quite   all right.   Instead of that it 
has been increased to 4 nP. Now, Sir, I do 
not think this is called for, simply because 
Punjab State has thought it right or wise to 
increase    the    rate like  that, and from 
3£  per     cent it goes to. 4 per cent, all 
because    you have chosen to introduce  
the    Naya Paisa system.    Now, Sir, if 
the    idea is to round it off to the nearest 
Naya Paisa, 3 nP is nearer to 3-125, and 
not 4.    And what  other  reason  can you 
advance for this rounding off excepting 
the fact that some   neighbouring State has 
chosen to adopt the higher figure?    Now,  
Sir, because     of    the introduction  of  
this  Naya     Paisa  so many of our dealers 
and press   magnates have  chosen  to  
profit  at     the expense of the common    
consumers. You take so many    items—I 
do not refer to postage stamps    and    
other things—take   newspapers.     Now,   
Sir, newspapers which formerly    used to 
be sold for one anna are now charged 7nP, 
and newspapers which    used to sell at 2£ 
annas are now sold at 17 nP. So, it is 
almost a tax on the    actual reading 
public, not only in regard to newspapers 
but in  regard to     other items also, 
without the people knowing about it, 
without their being told that it was a fresh 
taxation measure. In effect the consuming    
public have been made to pay more.   
Now why is that, why the Government 
themselves are setting this  example?    By     
this iction  they are justifying~the action 
of these various press magnates    and 
other people who, just to profit at the 
expense of the common people, have 
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[Shri Perath Narayanan Nair.] increased 
the prices.    Now, Sir,     on principle also I 
object to that, and I do not know how we 
could hear how local opinion feels about it. 

In regard to this Bill I do not know of any 
Supreme Court decision about their conduct 
and other things, but there are certain penal 
provisions in this Bill also giving so much 
power to the Commissioner and his assis-
tants as the assessing authority to call for the 
production of account books and other 
things. There are provisions in this Bill 
which make it possible for the 
Commissioner and his assistants to retain the 
account books for a period of fourteen days 
or more. That means all sorts of harassment 
to these people. Such penal provisions are 
not called for and I object to that also. But, 
my main point in regard to these things is 
that local opinion must be consulted. After 
all, Delhi occupies A promier position in the 
commercial world not only as a trading centre 
but more as a distributing centre and 
manufacturing centre, and those sections, 
whom this Bill affects, their opinion—how 
they feel about it—also must be taken into 
account. I am not sure if the Government have 
already consulted them, and if so, what their 
opinions are. It would have been more helpful 
for us if we had that opinion before us before 
expressing our opinion on this matter. 
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SHRI P. S. RAJAGOPAL NAIDU 
(Madras): Mr. Deputy Chairman, Sir, one 
of the objects of this Bill is to refrain 
from levying sales tax on lump-sum 
works contracts although the levy on 
such contracts is permitted by law. There 
is a court decision in this connection in 
the case of Mittal and Company Vs. State 
of Delhi. 



[Shri P. S. Rajagopal Naidu.] 
Sir, I would like to make a few 

observations about the objects of this 
Bill. I am not able to know, when the 
Supreme Court permits it, why the Delhi 
State should not levy such a tax. In my 
opinion, Sir, the levy of such a tax on 
lump sum contracts will be an immense 
source of income to the State and if such 
taxes were to be levied, very many big 
contractors who are now able to escape 
this payment would not be able to escape 
the tax. 

There is a very heavy building pro-
gramme in Delhi. Lots of multi-storeyed 
buildings are going up. I find several big 
contractors in this town and it appears 
that if there is any construction 
programme in the country, it is in Delhi. 
Here we have got the largest building 
construction programme and if sales tax 
is not levied, particularly when it is per-
mitted, under law, and the Supreme Court 
has also decided that such a tax can be 
levied on lump sum works contracts, a 
good opportunity will be lost. I do not 
know why the Delhi State should not 
make use of this tax to augment its 
resources, particularly when this city 
happens to be a place where the largest 
and the heaviest construction are taking 
place. I do not know, Sir, the reason 
behind it. 

Sir, if no sales tax is levied on lump 
sum works contracts, what will happen? 
The big contractors would go and buy 
materials, say, for instance, iron, 
cement—it may be sand also— and so 
many other requirements that are 
necessary for the construction of 
buildings, and it may be that they may 
have paid sales tax on these articles but 
that is not the reason why sales tax should 
not be levied on these lump sum 
contracts. It may be mentioned here that 
the Supreme Court held earlier that when 
taxes were paid for the several 
ingredients that go in the construction of 
a building, when sales tax was levied on 
these ingredients, no sales tax need be 
levied on these contract works. But the 
latest devision of the   Supreme Court 

is that sales tax can be levied, it no sales 
tax on these contract work, is levied, I 
should say a golden egg will be lost. 
Leave off the construction of buildings. 
There are so many other works contracts. 
It may be that within Delhi State 
somebody will be erecting a huge 
industrial plant. It may be that he may 
locally fabricate the machinery or get 
them from several places outside and if it 
is his job to supply the machinery and 
also erect the plant, such people will be 
escaping the payment of sales tax. I 
request the hon. Deputy Minister to 
carefully consider this point and to see 
that when it is such a good source of 
income to the State, that source is not 
thrown off. 

Secondly, my friend Shri Perath 
Narayanan Nair has been saying that if 
the increase is only with a view to 
rounding off the fraction of the payment 
of sales tax, why it should be increased 
from two pice to four Naye Paise. The 
object is not that. The main object is with 
a view to bringing it in conformity with 
the rates of sales tax in the neighbouring 
State of Punjab. I know of several 
instances where particularly even now it 
is happening that the sales tax that is 
levied by the Madras Government on 
purchase of motor cars is much more than 
the sales tax that is levied by the Andhra 
Government on motor cars. So, persons 
who would like to buy a motor car run to 
the neighbouring State of Andhra 
Pradesh, buy a car and have it registered 
there and use it in the Madras State and 
after three months pay another Rs. 30 or 
40 and change the number. Thus they 
save about Rs. 500 on the purchase of 
each car. That was happening even six 
months back. Similarly, if there is 
variation in the levy of sales tax between 
Delhi and the neighbouring Punjab State, 
if there is anything which is cheap there, 
the Delhi people can go to Punjab, buy it 
and bring it here. 

SHRI NIRANJAN SINGH: U.P. is also  
a  neighbouring  State. 

SHRI P. S. RAJAGOPAL NAIDU: I 
agree that U.P. also will have to be 
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considered but the object is, it is said, to 
bring it in conformity with the rates in 
Punjab. I don't see why there should be any 
objection from any quarter about this 
particularly when Delhi happens to be a very 
small State and it has to depend for 
everything on the neighbouring States. So, it 
is all the more the reason why it should be in 
conformity with the rates in the neighbouring 
State. 

With regard to luxury goods, I thought my 
hon. friend Shri Perath Narayanan Nair 
would support the object but I was surprised 
that he was opposing the increase of sales 
tax on luxury goods. I was really surprised to 
hear such a thing from him. 

SHRI PERATH NARAYANAN NAIR: I 
did not oppose that. I suggested that certain 
items required to be removed from that list 
like electric bulbs, wiring, also timepieces 
and such other items. I never objected to the 
rate of 7 per cent, on luxury goods as such. 

SHRI P. S. RAJAGOPAL NAIDU: If he 
has not opposed it, it is all right. But my 
friend's opposition with regard to the 
increase of sales tax to bring it in conformity 
with the sales tax that is there in Punjab is 
there and I am opposed to that view of his. 

With these few words, I heartily commend 
this Bill to the House. 
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MR.  DEPUTY      CHAIRMAN:   You will 

reply at 2-30. 

The House now stands    adjourned till 2-30 
P.M. 

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

The House reassembled aften lunch at half 
past two of the clock, MR. DEPUTY CHAIRMAN 
in the Chair. 

REFERENCE TO  PAPERS     CIRCU-
LATED REGARDING ALLEGATIONS 

AGAINST  SHRI     M. O.  MATHAI 

SHRI BHUPESH GUPTA (West Bengal): 
Sir, wis have got a report circulated to us in 
the lunch-hour .   . 

PANDIT S. S. N. TANKHA (Uttar Pradesh):    
May I say   .  .   . 

MR. DEPUTY CHAIRMAN: We are in the 
midst of some other business. We are on 
another business now .   .   . 

SHRI BHUPESH GUPTA: When I want to 
say something .    .    . 

MR. DEPUTY CHAIRMAN: Not now. 

SHRI BHUPESH GUPTA: Then you say 
when. You tell me now at least when I can. 
This is a farcical thing. We do not have even 
the Vishnu Sahay Report .    ,   . 

MR. DEPUTY CHAIRMAN: We have got 
other business now. 

SHRI BHUPESH GUPTA: We have not got 
the Vishnu Sahay Report .   . 


