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MR. DEPUTY.SPEAKER: The ques
lion is:

“That the Bill Be passed.”

The miation was edopied.

15.40 hour.
| SHR1 IBMAQUE SAMEHALI in the Chair)

DELHI SALES TAX (AMENDMENT
AND VALIDATION) BILL

THE MINISTER OF STATE IN-
‘CHARGE OF THE DEPARTMENT OF
REVENUE AND BANKING (SHRI
PRANAB KUMAR MUKHERJEE): 1
‘beg 10 move :

*That the Bill to amend retrospec.
tively the law relating to sales tax
as in force in the Union territory of
Delhi during a past period and to
validate taxes on the sale or pur-
chase of certain goods during such
period, be teken into consideration.”

By a nolification issued by the Minis-
try of Home Affairs on 28th April,
1951, under section 2 of Part “C" States
(Laws) Act, 1950 [later on named as
Union Territories (Law) Act, 1950,
‘after Delhi tecame a Union Territo-
‘ry]. the Bengal Finance (Sales Tax)
Act, 1941, was extended to the Union
Territory of Delhi with certain modi-
‘fications. The aforesaid Act of 1941
has since been repealed by section 73
of the Delhi Sales Tax Act, 1875, with
the usual saving provisions. Sub-sec-
‘tion (2) of section 6 of the 1841 Act,
ag extended. required a notice of not
less than three months to be given
before any notification to add or to
‘omit from or otherwise amend the
‘Schedule appended to the Act was
jssued. The above notification of 28th
April, 1951, was subsequently amend-
ed on four different occasions by
notifications issued by the Ministry of
Home Affairs. The last such notifica-
tion of Tth December, 1957, amended
the aforesaid sub-section (2) of sec-
tion 6 of the Act, as extended, so as
to replace the expression “not less
than three months’ notice” ny the
expression “such previous notice as
it consider reasonable” The result of
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this amendment was that it was
not necessary for the Government
to give three months' notice of

its intention ty amend the Schedule
and the amendment of the Schedule
could be undertaken by giving a
reasonable notice which need not be
of three months.

Under the amended section 6(2)
several notifications were issued by
the Ministry of Home Affairs which

aemended the Schedule appended to
the Act.
The Part “C" States (Law) Act,

1950, did not contain any provision
for laying of notifications issued
under section 2 of that Act, before
Parliament. Similarly, there was no
provisiop in the Bengal Finance (Sales
Tax) Act, 1941, as extended to Delhi,
for Jaying before Parliament notifi-
cations issued under sub-section (2)
of section 6 of that Act. Accordingly
none of the above notifications were
laid before Parliament. In the cir-
cumstances, the question of these noti-
fications being scrutinised at any time
by the Committee on Subordinate
Legislation of this House did not
arise.

The vires of the notification of Tth
December, 1957, aforesaid was chal=-
lenged through writ petitions in the
Delhi High Court. While a single
Judge of the Delhj High Court allow-
ed the petitions, the Division Bench
dismissed the petition on appeal. The
matter came up in appeal before the
Supreme Court jn the case of Lachmi-
narayan vs. Union of India and others.

The Supreme Court ruled in this
case that the notification dated 7th
December, 1957 ‘was beyond the
powers conferred on the Cenrtal Gov-
ernment by section 2 of the Part C
States (Laws) Act, 1950 and, there-
fore, the notifications jin question
which were issued under the amended
section 6{2) of the Bengal Finance
(Sales Tax) Act, 1941, as applicable
to Delhi, without complying with
the mandatory requirement of not less
than three months notice, enjoined by
section 6(2) of the Act, were also in-
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valid and ineffective. The view taken
by the Supreme Court was that the
power conferred by section 2 of the
Union Territories (Laws) Act, 1950 to
make restrictions and modifications
in the enactment sought o be e‘tend-
ed js not a separate and independent
power. It js an integral constituent
of the power of extension. It cannot
be exercised apart from the power of
extension. The power exhaust itself on
extension of the gnaclment. [t can-
nol be exercised repeatedly or gubse-
quently to such extension, It cannot be
exercised only once simultaneously
with the extension. Further, the
power cannot be used for a purpose
olher than that of extension. In the
exercise of this power only guch res-
trictions and modifications can be
validly engrafted in the enactment
sought to be extended, which are
nDecessary to bring it into operation
and effect in the Union Territory.
Modifications which are not necessary
for or ancillary and subservient to the
purpose of extension are no! permis-
sible. Only such modifications can be
legitimately necessary for such pur-
Pose as afe required to adjust, adapt
and make the enactmen: suitable to
the peculisr Jocal conditions of the
Union Territory lor currying it into
operation and effect. The words “res.
trictions and modifications™ {n section
2 of the Union Territories (Laws)
Act, 1950 do not cover such alter-
ations as involve 5 change in any
essential featurey of the enactment or
the legislative policy built into it

In view of the aforesaid judgment
of the Suprerve Court, notifications
that amended the original extension
notification of 28th April, 1951 a5 aleo
the notifications issued under the
amended section 6(2), which modi-
fied the schedule to the Act. are bad
and are required to be validsted, Fur.
ther, it may be possible to advance
the grgument that some of the modi-
fications made in the Act by the ex-
tension notification of 28th April. 1951
‘(particularly the gubstitution of the
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schedule to the Act by a new sche-
dule) are not valid as being beyond
the limitgy of permissible modifications.
In the case before the Supreme Court,.
the court did not allow a similar argu-
ment to be raised gopn a technical
ground, namely, that jt was not raised
Jn the original pleadings. It appears
desirable to avail of the present op-
portunity to make a suitable provisiox
for avoiding scope for any such argu-
ment being raised in any future case.

Sir, the aforesaid judgment of the
Supreme Court was delivered on the
25th November, 1975. The Commis-
tioner, Sales Tax. Delhi, approached
the Central Government for under-
taking g legislation in the form of
an Ordinance to cure the defects
pointed out in the judgment [ was
considered necessary 1o collect rele-
vant factual data about the likely re-
fund which would have 1o be allowed
by the Delhi Administration {n case
the validating legislation, which was
required for the purpose, waa pot en-
acted Detalls of all the notifications
which were to be validated had ty be
collected. The effect of the jude-
ment on any other legislations ex-
tended to Union Territories under sec-
tion 2 of Part C States Lawg Act, 1550
wag also 1o be examined It was alsd
felt that legisiation by Ordinance was
noy desirable in respect of taxation
matters like this, particularly when it
required validation of actions taken
in the past. The Delhi Administration
was, therefore, advised lo collect the
required data and to forward a Bill
for enactment by Parllament Thev
were also advised to place the Bill
before the Metropolitan Council «f
Delhi, as required by the Delhi Admi
nietration Act, 1988. All these process
inehiding discussions between sdmi-
nistrative Ministries and the Delhi Ad-
minigtration inevitably took time. The
Bill In the form in which it could b
placed before the Metropolitan Coun-
cil was finalised In April 1876 T
Administration informed the Central
Government on 4th June, 1976 that "
Bill has been recommendey by €
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Metropolitan "Council and the Execu-
tive Council of Delhi has approveq it.
The Adminitstrator, Delhi has also seen
the Bill While forwarding the Bill, the
Delhi Administration stressed that jf
the validating legislation was not en.
acted, they would be required to re-
fund the taxes already collected to the
tune of Rs. 40 crores.

If the refund of taxes already col-
lected was allowed to be made, the
benefit of such refund would have
accrued to the dealers and not to the
purchasers from whom the tax would
have been recovered already by such
dealers,

In view of the above position, the
‘Government decided on 2¢th June,
1978, to enact a legislation in the cur-
rent Session of Parliament to cure all
the defects. The Bill befose the House
seeks to achieve the following objec-
tives - —

(1) The notification of 28th April.
1851, which extended the
Bengal Finance (Sales Tax)
Act, 1941, to the Union Terri-
torv of Delhi with certain
modifications, as also {ihe
other notifications which
amended the aforesaid exten-
sion notification of 28th April.
1951, shall be deemed to have
been and to be a law enacted
bv Parliament on the dale on
which each of such notifica-
tions was published 1n the

Gazelte of India:

(I1) Sub-section (2) of section 6 of
the Act as extended to Delhi
would be modifled g0 as t~
retrospectively do away with
the requirement of previous
notice; and

(lii) Validation of action taken in
the past on the basis of notifi-
cationg issued under the said
section 6(2).

I would like to reiterate that the
Bill seekg only to cure the legal defects
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which were pointed out in ‘the judg-
ment of the Supreme Court. It does.
not create any new charge or liability
under the Bengal Finance (Sales Tax) .
Act, 1041, as extended to Delhi which,
as stated earlier, has since been re-
pealed by the Delhi Sales Tax  Act..
1975, enacteq by Parliament and
brought into effect from 21st October,
1875. The Bill merely seeks to_restore-
and confirm the position obtaining
during the past period.

There have been precedents when-
tetrospective-validating legislation
had to be eracted. In the case of Delhi
itself, the Bengal Finance (Sales Tax)
(Delhi Validation of Appointments and”
Proceedings) Act, 1971, was enacted in
June, 1971. when the appointment of
officerg for assisting the Commissioner
of Sales Tax Delhi was challenged
before Delhi High Court as not being
in accorcdlance with' section 3 of the
Bengal Finance (Sales Tax) Act, 1941,
as extended to Delhi. It wvalidated
all appointments made from the com-
mencement in 1951 of the Bengal
Finance (Sales Tax) Act, 1941, as
extended to Delhi as also all assess-
ments, etc., made by officers so
appointed, trom that tune. The
Centra] Sales Tax (Amendment) Act
enacteq in 1769 also amended the
principal Act retrospectively from
1-10-1958 and validated the collections-
made between 1-10 1958 and 9th June,
1969 (the Qate of commencement of the
Amendment Act) when the Supreme
Court interpreted the provisions of the
law in a manner different from the
origina] intentions of such. law.

Sir I trust that the House will
unanimously accept the Bill,

MR. CHAIRMAN: Motion moved:

“That the Bill to amend retro-
spectively the law relating to sales
taxe as in force in the Union ter-
ritory of Delhi during a past period
and to validate taxes on the sale
or purchase of certain goods during
such period, be taken into conside-
ration.”
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[ €@ furx)
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SHRI D. K. PANDA (Bhanjanagsr):
The Supreme Court decision has m-
validsied these notifications and as far
as Supreme Court decision is con-
cerned. this was given sometume on
25th of November 1975 Some of these
notificatinns were made under section
2 of the Delhi Sales-tax Act. .\t thst
time thev should have considered
what were the defects At the H.gh
Court ‘evel this matter was being con-
tested, both mides gave out theirr
points of view, many poinls woee
urged among which they urged fnr
the invalidation of there potifications.
What ! say is, Government ought lo
have bestowed their best attention ca
these pointy and they should have
brought in these amendment; even at
that ume when Lhe matter was pend-
ing in the Supreme Court.

So for a0 Delhi Sales Tax is con-
cerned, we find that in regard 0
Hindustan Lever, vome of the branch
managers and accountlants were ar-
rested D connection with sales lax.
We now learn that they have been
relessed on bsil of Rs 70000. We
would like tn know what the charges
were, how they were let off. what
were the arrears which they had to
Pay and so on. All thesa things should
be brought to light because these are
multinational corporations and they
are cresting so many troubles. This
offence is concerning saley tax which
is only onc aspect of the matter.
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When they were caught, at least, they
shou!q act have been let off.

The House is also not in a pesition
to know as to what types of neferious
activities are being carried om and
how they were avolding the sa'es tax.
If the House had been informed we
could a!so give our suggestions but
the House is kept in darkness,

Therefore, | fee! that when such
multi-national corporations are evad-
ing tax, to put an end to this, they
must be buokei and they must be
Punished severely. I hope the hon. Ml-
nister will also throw some light as
to how and why they were released
and what were the charges against
them? As far as the consumers are
concerned. they shou'd be out of the
sales tax. Why should they be called
upon to pay that for the second time?
At the main source, once the sales
tax is imposed, then, at the consu-
mer's level why should they be cal-
led upon hundred times to pay that?
That shouid aot be done and no sales
tax shoild be imposed.

Now, a+ far a3 the amending Bill 1s
concerned it is good. | welcome that
Bill because | find that now there
is no way out Realy the Govern-
menl is going to lose Rs. 40 crores
And thst money has 10 be refunded
o the priveia  business the traders
Therefore. while welcoming this Bill.
1 would like to say that we should
have a coinpichensive Bill once the
Select Commitiee on Sales Tax Bill
has gone into il We want that »
comprehonsive amending Bill has to
be thought of. That Bill must be
such that it should be comprehensive
in nature. It ls no use coming every
now and then with amendments We
should see that  whatever lacumae
there are. are pluged. Under the Es-
sential Commodities Act, we have ™
power aven to punish the criminals
The other day, the question was asked
and the hon. Minister was saving
that under the Income-tax Act. they
had no powor lo deal with them
severely, As far as sales tax is co-
cerned_ it is the big business, the mul-
ti-national corporgtion HinJustan



217 Delhi Sales Taz BHADRA 2, 1898 (SAKA)

Lever—who are benefited and so, if
there are lacunae, they ‘should be
plugged. Hereafter we should take
the necessary cure and -precaution to
sce that a comprehensive amend-
ment is brought forward before  the
Howmee. ' .

‘SHRI P. V. NAIK (Kanara): Mr.
Chairman,_ Sir, this Bill is welcome,
being yeryv hmited in scope. The hon.
Minister hss stuted in his statement of
objects and rcasons that various noti-
fications are being validated. The Dehi
Administration will have to allow the
claims for the wrong tax collected un-
der the Act. The amount involved
will be roughiy of the order of Rs. 40
crores. And hence this Bill. The en-
tire statement of objects and reasons
could be put in one paragraph that
this Bill seeks to give effect to the
payment of Rs. 40 crores wrongly
col ected. The question now emerges
as to what has happened since the
year 1951,

Be that as it may, on the one side,
the Delhi Administration is paving
this monev and on the other hand if
the money vere paid immediately, it
would not have gone to the people
who had actually paid these Rs. 40
crores namc'y, the consumers. What
1 would like to urge upon the Minis-
ter is that we are a little bit confused
by mentioning here the administra-
tion of this in the whole of the Union
Territorv of Delhi.

From time to time, we geq intima-
tion that there is the Delhi Develop-
ment Authority, there is the Delhi
Administration,  there is the Delhi
Municipal Corporation and so on.
There is a p'ethora of these agencies—
DMC, NDMC, DDA. Union Territory
Government, Lt. Governor and so on
and so forth—a multiplicity of agen-
cies. Who is carrying out the munici-
pal responsibilities, who is adminis-
tering the capits] city of our country,
who is the titular heaq of Delhi?—
All these things create a considerable
amount of confusion.
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The other day we were discussing
a legislation which ,was adopted for
Delhi, our premier city, from Bom-

‘bay, The.Bombay Agricultural Pro-

duce Marketing Act. We learn this
legislation is from the Bengal Finance
(Sales Tax) Act, 1841, I join Shri D.
K. Panda in appealing that it is time
that the wvremier city of this country,
the capital of this country, is able to
have its owr legislation a worthwhile
admin.stration, 5 unified command
and control, a chain of command
which can do away with all this stop-
gap, patchwork legislation, and is
able to bring forward a comprehen-
sive legislation in respect of every-
thing for De’hi, so that we can see
to it that the capital city’s problems,
financ.a]l as well as  administrative,
are solved. 1 welcome the Bill

SHRI PRANAB KUMAR MUKHER-
JEE: 1 am grateful to the hon.
members who have made their
observations, In fact while moving
for consideration, I tried to explain
in detail the legal implications, why
we have to bring forward this piece
of legislation. It is consequent on the
judgment of the Supreme Court. I
am glad thagy hon. members have
appreciated the spirit behind it.

I would liFe to make only two
points. As regards Shri Naik's sug-
gestion aready we have enacted the
Dzlhi Sales Tax Bill. It is true fhat
the Bengal Firance (Sales Tax) Act
was extendeq to Delhi and was in
force for quite some time. But last
year we bhrougit the Delhi Sales Tax
Bill and now Delhi is administered
under ts cwn Act, The Delhi Sales
Tax Act, 1975. From October 21, 1975,
the new :ict is there

Regarding the query of Shri D. K.
Panda why we arc¢ bringing this type
of piece-neal legislation, it is no plea-
surefor us Io bring forward such a
piece-meal legislation. It has arisen
out of u judgment of the Supreme
Court. The Supreme Court in its
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wisdom found that the Notifications
issued by the Delhi authorities were
beyond their jurisdiction. As a result
of this a situation emerged in which
we have to art. To whom to refund?
Naturally the traders will claim it
But the traders have already received
it back from the consumers to whom
they passed on the tax element. A
situation like this may noy be desir-
able, but it could not be avoided. It
may arise out of misclassification or
difference of opinion between the
various competent authorilies. So we
have had 1o bring forward this
Jegislation.

1 have nothing o add as I have
already explaired In my introductory
remarks what were the legal implica-
tons why it is necessary and why we
could not do it esrlier, The Delhi Ad-
ministration s guided by the rules
governing Union Territories and have
to go through various stages. There-
fore, when the judgment of the
Supreme Court was svallable to us
somg lLime in November 1975. even
then we could not bring it.  We cou'd
have brought it in the form of an Or-
dinance es:lier. Bul the House has
expressed its view many limes that
50 far as taxalion is concerned Ordi-
nance should be avoided as far &8
possible to give effect to it. So I
wanted 10 Lring & Bill itselt before
the House for your approval. | am
glad that the members who have

mad, their observations have wel-
comed it

SHRI D. K. PANDA: 1 raised other
points, tha! ks about the Hindustan
Lever Limited of Delhi branch How
they have evaded tax and what are
the charges agsinst them and why
they have been released now on bail?

SHR] PRANAB KUMAR MUKHER-
JEE Unless th hon. Member brings
to the notice this particular case, how
esn I know that?

(Interruptions)
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MR. CHIAIRMAN: The question is:

*“That the BIll to amend retros-
pectively the law relatling to sales
tax as in force in the Union Terri-
tory of Delhi during a past period
ang lo vulidate taxes on the sale
or purchase of certain goods dur-
ing such period, be taken into con-
sideration.”

The motion wes adopted,

MR. CHA!RMAN: We shall now
take up clause-by-clsuse cons.ders-
tion. There are no amendments’

The question is

“That Clauses 2, 3 and |, the En-
scting Formula and the Tit e stand
panp of the BIlL”

The motion was adoptad.

Clanses 2. 3 and 1, the Enacing
Formula and the Title were edded
to the BilL™

S8HRI PRANAR KUMAR MUKHER-
JEE: 1 ieg to move:

“That the Bill be passed”.
MR. CHATRMAN: Motion moved:
“That the Bill be passed”
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BHRI B. V. NAIK: He has put
the question to the Hon. Minister, Let
him reply.
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*Y orx framy 9 e o¥ Dfer § @177
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The question ls:
“That the Bill be passed”.
The motion was adopted,

16.20 hrs.

ANTIQUITIES AND ART TREAS-
URES (AMENDMENT) BiLL

THE MINISTER OF EDUCATION,
BOCIAL WELFARE AND CULTURE
(PROF. S. NURUL HASAN): Sir, I
beg to move:

*“That the BIlll to amend the
Antiquities and Art Treasures Act,

1972, as passed by Rajya Sabha, be
taken into consideration.”

The House would recall that this Bill
was passed In 1972, but it took some
time to notify that the Bill has come
into operation. The main reason for
that was that State Governments
were requested to appoint Registra-
tion Officers whose salarles were to
be paid by the Central] Government.
That discussion took quite some time.
1 urged the State Governments to.
make the appointments as soon as
possible. I am grateful to many of
my colleagues in the State GoVern-
ments for heving responded to my
request, but in the very nature of this:
Bill, until all State Governments had
made proper and appropriate arrange-

ments, it would not have served the

purpose which this House intended if.
the Bill has been brought into opera--
tion. Therefore, this Bill was finally

brought inty force with effect from

5th April 1976, throughout India

except in the State of Sikkim.

Under thc Act and the rules that
were notified thereunder, all dealers
had to register themselves and to
register all antiquities which they had,
along with the photographs, within
two months and private collectors
were required to do so within three
months. Numerous representations.
were received both from dealers as
well as from private collectors that
they needed more time to comply with
the provisions of the Act. In fact, they
had enough nctice because the Bill
had been passed by the House in 1972

and it had been brought to-
the notice of all concerned,
but apparently they were wait-

ing for the official notification to
start preparing for the registration of
their objects. So, representations were
received that the time of two months
for the dealers and three months for
private collectors was much too short
and that they would not be able to
do it. They also had complaints about
the rule that fcur photographs of each
antiquity were to be deposited with
the registraticn authorities. Due to



