Title: Consideration and passing of the Central Sales Tax (Amendment) Bill, 2001.
18.51 hrs.

THE MINISTER OF STATE IN THE MINISTRY OF FINANCE (SHRI GINGEE N. RAMACHANDRAN): Sir, | beg to
move:

"That the Bill further to amend the Central Sales Tax Act, 1956, be taken into consideration."

MR. CHAIRMAN : Motion moved:
"That the Bill further to amend the Central Sales Tax Act, 1956, be taken into consideration. "

SHRI PRIYA RANJAN DASMUNSI (RAIGANJ): Sir, due to the constraint of time, | will not take much time of the
House. Sir, this is a Bill which | support. It is a welcome measure. It is a long pending issue.

Sir, inter-State disputes with regard to redressing the grievances of sales tax assessment have not been addressed
for a long time. The new proposal in the Bill to compose a body, the Chairman of which should be either a retired
Chief Justice of the High Court or the Supreme Court, is, no doubt, a welcome step. Sir, | would like to have a reply
from the hon. Minister for the following points.

18.53 hrs (Dr. Laxminarayan Pandeya in the Chair)

Firstly, how do you ensure that the sharing of sales tax, excise duty, and other revenue between the Centre and the
States is done according to the Sarkaria Commission recommendation as well as Plan allocation? How do you
ensure that the States are not deprived of their legitimate share while the disputes arise on the issue of imposing
the Central Sales Tax?

Sir, now | would like to address to the hon. Minister my second question. Would the hon. Minister please take the
House into confidence and tell what is the amount of arrear which has not yet been realised by the Government in
terms of Central Sales Tax? Is it still pending before the authority which has not been constituted till today when this
Bill has come for passing? What steps are the Government going to take to realise this amount? What is the total
quantum for the whole country?

Sir, the third issue that | would like to address to the hon. Minister is that there are companies which are playing
tricks. | am not naming any individual company or business houses. They operate in a particular State and get their
company registered there. Then, they have another unit in another State. When they send delivery of their goods to
another State, they say that it is not a sale and that they are shifting their goods from one State to another. Through
this method and other tricks, a lot of companies and groups of companies cheat and defraud the nation by not
paying the actual Central Sales Tax which is supposed to accrue by a particular State. How the Government is
going to take care of this thing?

Sir, finally, | would request the hon. Minister to kindly take the House into confidence in one particular matter. Sir, |
am not sure about it. The Minister may cross check it. Sir, Pepsi and Coca Cola companies have several bottling
plants throughout the country and are supplying their products to various States through their network. Have you
received any complaint that they are arranging their affairs in such a way that they are able to defraud the
Government by not paying the Central Sales Tax. | have read it in the newspapers that they are defrauding the
Government.

Has any complaint of this nature been brought to the notice of the Government by any State and if so, what did your
Department do about it? These are the few observations which | would like to make.

Finally, | would appeal to the Government on one point. We have a standard practice that in any Authority, you
bring a retired judge or a retired Chief Justice to occupy office. Why not a specific service be created where regular
functioning professionals will occupy these offices, than bringing in some retired people to occupy these offices?
Would the Government consider this matter for future course of action?
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SHRI LAKSHMAN SETH (TAMLUK): Sir, the Bill introduced by the hon. Minister is so simple that | have no reason
to oppose it. On the directions of the Supreme Court, the Government has come forward with this Bill to create
some authority to decide disputes, which are really in the nature of Inter-State disputes with regard to trade and
commerce. We have no objection to setting up of this authority. But this authority should be well represented by the
State Governments. There is always a dispute between the Centre and the States with regard to allocation of the
resources. So, | think this should be looked into. Various State Governments have been demanding for a long time,
introduction of consignment tax. This should also be looked into because day by day all the States are becoming
insolvent economically. | think the Central Government is trying to interfere with the various aspects of State
Governments. Therefore, this authority which would be set up should be well represented and it should be given
autonomy so that States' share is not deprived of. This is my humble submission to all of you. | would request the
hon. Minister to look into my requests.
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THE MINISTER OF STATE IN THE MINISTRY OF FINANCE (SHRI GINGEE N. RAMACHANDRAN): Sir, | thank
the hon. Members for having given their suggestions. | welcome their suggestions.

We have introduced this Bill to amend the Central Sales Tax Act. The Supreme Court has given some suggestions
to settle the issues which are pending. Central Sales Tax is levied on the inter-State transfer of sales. That is why,
the Government has proposed this Bill to amend the Central Sales Tax Act. It is coming under Section 6 (a). Central
Sales Tax is not levied for transfer purpose. That is why, we have introduced this Bill.

The hon. Members have given so many suggestions. This Bill provides for an independent Authority to settle the
issue. The Supreme Court has given a decision saying that a Central mechanism to decide the inter-State dispute
in respect of Central Sales Tax Act should be there. According to their direction, the Government has brought
forward this Bill to provide for an independent Authority with quasi-judicial powers and procedures for quick



disposal of cases.

Under the Income-Tax Act, we are already having an Authority for Advance Rulings to settle the NRI issues and to
avoid litigations to settle various issues. On par with this Authority for Advance Rulings, this Bill provides for this
Authority to settle the inter-State disputes. Under this provision, we are providing a Central Sales Tax Appellate
Authority. It will decide the issue and take a decision which will go for settlement. Suppose one factory is situated in
one State, and the agent or the principal manufacturer wants to transfer his goods to some other State, that transfer
does not cover the Sales Tax. As the hon. Members pointed out here, some manufacturers are deceiving the
States. They want to avoid tax. They want to get some benefit. For that they transfer their goods to some other
State where the Sales Tax is less. They are indulging in such kind of fradulent activities. Litigations were made to
the Supreme Court. The Supreme Court took a decision and said that to avoid this matter, the Government should
create a Central mechanism to decide inter-State disputes in respect of Central Sales Tax. So, there is the need to
create the Central Sales Tax Appellate Authority. Under this Authority, all the inter-State disputes will be referred to
the Authority. It will take a decision under this provision. There is no urgency to settle this matter. Instead of giving it
to the Central Sales Tax Appellate Authority, we have now taken a decision to refer all these cases to the Authority
for Advance Rulings set up under Section XIX-B of the Income-Tax Act, 1961.

Hence, | request all the hon. Members, who have given many goods suggestions, to support this
measure....(Interruptions)

Regarding the Uniform Tax, we have already introduced it. The Central Government has no role to interfere with it.
Under this Act, we have introduced a new system called the Value Added Tax. In 2002, the Value Added Tax will be
coming into force in all the States. After that, the Central Sales Tax Act will be taken in some other form.

The Government has proposed this Bill to provide for the Central Sales Tax Appellate Authority. It will take power to
give advance rulings.

With these words, | conclude. | request the hon. Members to support this measure.
MR. CHAIRMAN : The question is:

"That the Bill further to amend the Central Sales Tax Act, 1956, be taken into consideration. "

The motion was adopted.

MR. CHAIRMAN : The House will nowtake up clause-by-clause consideration of the Bill.
The question is:

"That clauses 2 and 3 stand part of the Bill."

The motion was adopted.
Clauses 2 and 3 were added to the Bill.

Clause 1, the Enacting Formula and theLong Title were added to the Bill.

SHRI GINGEE N. RAMACHANDRAN: Sir, | beg to move:
"That the Bill be passed.”



MR. CHAIRMAN: The question is:
"That the Bill be passed."

The motion was adopted.



