4. BASIC FEATURES OF
THE SALES TAX SYSTEM

1. Introduction

Tn this chapter we will describe the basic features of the
sales tax system in Delhi to serve as backdrop to the discussion
of the reforms to be suggested in the subsequent chapters. We
will first outline the basic features of the existing system of
sales tax including the distribution of dealers by turnover range
and tax paid, the rate structure, tax treatment of inputs, con-
cessions and exemptions, and the treatment accorded to govern-
ment purchases under sales tax.

2. System of Sales Tax at Present

The sales tax on commodities, including motor spirit, in
Delhi is governed by the Celhi Sales Tax Act, 1975 (DST). The
sales tax on inter-State trade is governed, as in the States, by
the Central Sales Tax Act, 1956 (CST). The Delhi Sales Tax
provides for a single-point tax, falling on most commodities at
the last stage, i.e., on the sale to an unregistered dealer of
consumer. Only 20 commodities are subject to tax at the first
stage of sale (first-point) in the chain of transactions (Table
4.1). The rest of the commodities are subject to tax either at
the last stage of sale (last-point) in the chain of transactions or
exempted from tax (Tables A.4.1 and A. 4.2, respectively).
There is no multi-point tax as found in the southern States nor
double-point tax as found in Gujarat. By and large, the system
of sales tax is similar to that in Punjab, Haryana and West
Bengal.

3. Proportions of Revenue from the First-Point Levy and the
Last-Point Levy
The proportion of revenue from the first-point goods is
hardly 20 per cent of total sales tax revenue in Delhi. The
revenue from all the 20 first-point goods came only to Rs 22
crore in 1978-79, the latest year for which the data are availa-
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TABLE 4.1
List of First-Point Goods*

. Bricks, fire bricks, brick-bats and brick ballast
. Butter, cream, and khoya

. Butter oil

. Bicycles

. Candles

. Cement

. Coal including coke in all its forms

. Denatured spirit

. Fireworks including coloured matches

10, Ice '

11. Ice-cream of all kinds including ice candy

12. Liquefied petroleum gas

13. Matches

14. Medizines, drugs and pharmaceutical preparations
15. Refined coconut oil

16. Refined rapeseed oil

17. Silk fabrics

18. Tyres and tubes of all kinds

19. Vegetuble ghee

20. Petroleum products

* As on 26.3.1983,

O G0N h WK -

ble. (Table 4.2). It is interesting to know that the role of com-
modities subject to the first-point levy in Delhi is in clear con-
trast to the position obtaining in other States, particularly in
Uttar Pradesh, Tamil Nadu, Karnataka and Gujarat (Table
4.3). The first-point levy accounted for 87.84 per cent (1979-80)
in Tamil Nadu, 90.0 per cent (1980-81) in Karnataka and 75
per cent (1979-80) in Gujarat. Maharashtra has shifted all the
commodities to the first-point levy disregarding the role of the
last-point levy, multi-point levy and double-point levy. It seems
that there is a clear trend in various States towards shifting the
commodities to the first-point levy. Table 4.4 shows the pattern
of points of levy prevailing in different States. As many as nine
States out of 15 major States have switched over to the first-
point levy. Even West Bengal which has been levying the last-
point levy for the past several years has started levying the tax
at the first-point on many commodities (84) which account for
a sizeable amount of revenue.
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TABLE 4.3

Revenue Significance of First-Point Levy of Sales Tax in
Different States

(Per cent)

Revenue from

first-point levy

as proportion

State Year of State’s sales
tax revenue

Delhi 1978-79 20.77
Andhra Pradesh 1976-77 77.42
Assam 1976-77 85.02
Bihar 1976-77 95.31
Gujarat 1978-79 75.00
Haryana 1976-77 52.07
Jammu & Kashmir 1976-77 90.00
Karnataka 1979-80 90.00
Kerala 1976-77 70.00
Madhya Pradesh 1976-77 79.95
Mabharashtra 1976-77 70.90
Punjab 1976-77 33.60
Rajasthan 1976-77 90.06
Tamil Nadu 1979-80 87.84
Uttar Pradesh 1976-77 54.82
West Bengal 1976-77 47.44

Sources: 1. NIPFP (1981), Sales Tax System in Bihar, Somaiya Publi-

cations, Bombay.

2. Government of Gujarat (1980), Report of the Gujarat Taxa-
tion Enquiry Commission, Gandhinagar.

3. Government of Karnataka (1982), Report on State Taxes,
Karnataka Taxation Review Committee, Bangalore.

4. NIPFP (1982), Information System and Evasion of Sales
Tax in Tamil Nadu, Madras.

5. Purohit M.C. (1982), ‘Structure of Sales Taxes in India’,
Economic and Political Weekly, August 21, pp. 1365-75.

6. Office of the Commissioner of Sales Tax, Delhi,
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TABLE 4.4
Points and Stages of Levy in Different States
States Point of levy
1. Andhra Pradesh General Rate: Multi-point
Single—first-stage
2. Gujarat Single—first stage
—last stage
Double—point
3. Haryana Single—last stage
4. Himachal Pradesh Single —last stage
5. Karnataka General Rate: Multi-point
Single—first-point
6. Kerala General Rate : Multi-point
Single - first stage
7. Madhya Pradesh Single—first stage
8. Maharashtra Single—first stage
9. Orissa Single —last stage
10. Punjab Single—last stage
11. Rajasthan Single—first stage
12. Tamil Nadu General Rate : Multi-point
Single—first stage
13. Uttar Pradesh Single—first stage
14. West Bengal Single—first stage
Single—last stage
15. Delhi Single—last stage
—first stage

4. Commodity-wise Composition of Revenue

Data on the commodity composition of the yield of sales
ta¥ are not being collected now on a systematic basis. It is,
therefore, not possible to identify commodities or groups of
commodities which currently account for the major portion of
revenue or to examine whether the amounts of revenue for
particular commodities are in line with the relative importance’
of those commodities in the production and/or consumption
pattern in Delhi.

Information on the commodity composition of revenue was
being collected in the past, and collection figures broken down
by 44 commodity groups are available for the period 1963-64
to 1975-76. The absolute amounts are given in Table 4.5 and
their percentage contributions in Table 4.6. Of the 44 items/
groups listed therein, 6 commodity groups, namely, automobiles
and spare parts, machinery, electrical goods, diesel oil and



6305 861 SL9 S6L ($:{1) 6811 661 18%9 0S¢C bSL j 4 %4 9L9T 91 [to
o]qe1932a pajeus8olpAH ‘61
£918C PE69T  LSEET  SSTOT  S8SL 60£01  £6%9 90L9 S9¢ 98v¥ oce 86€T €81C soJempleH ‘8]
pLSPT  98S6 8L 0£S9T  9L¥L 7959 €815 L0OE9 LTC9 0st 8LS¢ LLET €881 sjueIne)soy pue s[310H 'Ll
1348} 898 868 9¢9 88¢S £8¢ 8CY 10§ 6vC 9Tt 1414 61C 90¢ 118z pue BjodH ‘91
ILIL 11£9 12743 {324 SoLt 6vPe L1483 r4%:13 91C €19C €181 9291 974! £43]I00 pue
£19)00190 ‘oremsse|D "]
$86TC 99ILT  YLI6T  SEETT  COLIT  T9t01  OI69 6£L6 0L18 0l¢8 0sSL tel19 $60S Ssipueyoow [BIOUDD) P
£018 $Y09 91y covt 11223 8£9¢ S68l 1zee 112e 6v01 08¢CI ol 698 ammjung g
SLO9E  ISLLT  99L0T  LOSYT  €TSTT  6LSTT SSSIT  60t6 1128 6L 0SLS 9v0S LESS spoog 2113091 "I
1#996 S8S9L T6T6v vE96E  TI9IE  S90VT 6186 6£86 0cLey 0798 C6LE ¢119 6697 sjonpod
jonad pue 1o [38310 ‘[
| Vié 4 0£8¢C L6TE 16T LESE 16vE 1281 12341 7891 1L STL 969 19¢ sayojem pue sy20[)y .0f
Y09tT 8991T  ITEL 109¢ L68YV Y8y t6LY £6SY 09t - ThLT £60¢ £TCE 134Y4 s[EdIWdY) ‘6
1L€8 09.9 199¢ (2397 8LE 866t e0t L98¢ 19459 6S9C 9pET £80C T€L1  sued 9pdLoiq pue 3dAdy '8
2 44 1011 1851 12101 L9S Y27 £6¢ 8tV (423 (439 8¢€€ 194! £0T [e0D “L
£67¢ 0LYT 6£81 SIT1 sI9 L6S 994 169 6LS 1LS ot L08 9te So4p pue ano[od ‘9
LOtE $681 08v[ 76t 61 +0€ L91 8LT 6CI 9¢ V1T 9¢¢ L1T sa1oeds pue uotjing ¢
CB3E0I 98¢8 £L16 9EvL S6S 9061 ey £C6C veEly £0EC 910% c1eg %274 s[enjew suipiing 'y
[4Y4 ] 0LOS tSiy $S6C 861 90¥1 8CII 8781 [qu4t 65S1 SL9 6CS 1344 S[ISudin pue S2ITMSSLI ‘¢
PELL 60¢1 (34108 S6L 989 . 0L9 (424 6t 1233 06T $€¢ L81 £91 uollUNWWE pue SWIy g
sy1ed a1eds
LP199  TIYS  ISOLY  8pv6E  9LOYE  OLY8T  6YT9T  SOLIT  SLE6T  OCSIT 16L61  €0LST  9T0T pue ssjrqowomny ‘f
9L SL | 74 £L (94 1#4 0L 69 89 L9 99 s9 »9
-SL61 “PL6T  ~EL6T ~TL6T =161  -0L6T  -6961 -8961  -L561 9961 -sc6I  -¥961  -£961 apvay ay1 fo awnN IS
(puvsnoyy sy)

(9L-SLGT 0} $9-€961) MI2Q BY dpel], 03 FuIpI0d0Y PISI[BIY XBJ, SIS [EJOL

'y A1avL



‘SONUSIDIS pup SIlUON0IT SO 15231 A142140nD 113 ‘UONTRSILIWPY YO ‘sansije

*(sonsst snorIep)

1S pUET SONUOUODT JO nesing :224n0s

0000£L 009¥TS 006L6€ O00LTVE 00Z88T 00S9ST 00S9TT 0088TC 00Y08I 006SST 008FZI QOFTIT 00668 V10l
EIVCrT YEOVL  8LLTP  T€8VE 1876 SLTIE  L9OSY  OOLYP  €88ST  T166C  T6E8I 81191  9I8SI SNOJUB([IDSIN “pp
81T L91T 1549 0I¢ — - — - - (s199M8) 1eM[EH “£¥

£0TE 0LET 1912 SL9T 661¢ 0L9C (4531 961 1261 186 Ley (414 LET s103vo1[dnp
pue s1jmadL ], oy
8S9L IS6S 29¢¢8 £699 86T 86LT 14414 124743 870¢ L8ST LLYT 91T 9091 Jequiy 1y
0zs8 £86¢ 8444 0£9C I0€C  1s81 €L91 (472! 66¢1 S611 9901 LITI T8 SpOo03 oyNuUAdS "ot
819¢ 68¢Y (44 4% (11433 (4543 SSIg 980% 00C¢ 06€€ 6CIT ITLT 98¢T 61 Aduoneis “¢¢
19¢¢ SI91 658 986 L88 1329 18% 0es 08y €I1L Y0t 8LE ILT Spoo# s110dg 'gg
8509 8SLE 99EVl  €9STI  9TO0TI  6LTL 0589 €6LT SETI VLTI 096 §78 16¥ Sjuowes aprwiproy ‘L¢
85901  €870T TS9L 6919 SL6L 0StL 6£8L vesy 19LS LTST (439! PES [4:141 spoof 1qqny “9¢
LYLST  T06TI 0886 (4372 LTLYL 6179 | %14 CIgs 1789 [43Y2 S90Y 9274 $60T s)ied OIpeI pue oIpey ‘g¢
098¢ v61¢C OLIT SoL 769 091 €001 81¢I €Ts 099 60¢ 6¢ 081 100poId 3Ny pue SIYOIJ b
009 (4337 1Y 74 90¢£T 0861 €T YOLT 9891 1Lt (434! 11y 106 96L s 003 oydesforoyd gg
€788 L969 €986 81ty £76¢ 709¢ 89¢¢ 96< 1L1T S9PT 1961 00ov1 V6 s1oded zg
69¢0I  090L 819 ey i8¢ SILE ¥oC 1€8¢C 816T 9861 L6V 81Tl L8 Saysturea pue sjuied ‘J¢
629 990§ 896¢ Tovt 13443 L6ST 670¢ 8S¢ 454! [4391 £6L 60L 8IL Spoas [10 pue {10 “O¢
0108 T1eL 6ELY 13944 1S€T [4:39 19%1 LTI 889 9L [472 1923 oLy E)3W SNOIIdJ-1ION "6T
YShbl 6008 PSOIT 9689 006¢ SYLS (%44 SOy 901y SYLT Ly1g LEOE £€9C SSUIPIN 8T
T0LT  YThOT  L€081  #OEST  S619T  8I6El  TL8TT  LOLET  SOLOI  0TSOI  OfL6 6£6 9¢19 A12uryorN ‘L7
SEPPT €1611  98IL 989 Lozy 16£T 099¢ YSLL £0L LOIT €££01 €201 66¢€1 Ionbry ‘9z
€871 LT08 9ILYS 2449 6tV SE6¢ 66.LT (%4723 LL6T L69T 861 (974! 9y $poo3 1oyjTa] ‘g7
916TC 886ST S9611 T6ITT 596 0856 81.8 +9.8 £998 £S6L SIS 819¢% 8SIy TuCIy g
68701 +£L8 8¥9b ¥OTr (44 %4 (4721 10T +¥€0< SLTT 169 141 (114 €8y uoy0d puegng ‘¢z
8009 169 96§T 8¢ 6LST 8981 Syl SI91 ¢01 LTL 9th S9¢ 601 SIUSWENIO pue AJ3|[amaf 77
68.81 98TSI  I9PTI  90EET  OSSTI  TI80T 6968 8989 0v8L 6Ly 13324 oviy LY6T [999s pue woiy ‘17
b69 137429 14459 681t 1L £est 1323 095y 6¢LC 680C 1349 1749 91§ Spoo3d KISISOH "7



$6°0 0L 6C'1 201 60 8¢l 9T 80'C (49} 12 12 40] Lyo LSO spoo3 AI2I1SOH 0T
69°0 8¢°0 L1'o £C0 8¢°0 9’0 88°0 96°C 1o 8%°0 98'l o't €8'[ 110 3}qe3282A poyeusdolpAH ‘6
$8'¢ €CE 9¢°€ 66'C £9°C WP L8°C 90t €L'e 88°C §9'C 0£'T (34 S31empIBYH Q[
00'C 18°1 88°1 (434 65T 9¢'¢C 6C°C 88'C Sv'e 68°C L8'T €1re 60°C SjueIN®}sol pue s[PIOY LY
LYo L1°0 o 61°0 0c0 .SI'0 61°0 €20 4Ry v1'0 LT°0 07’0 €0 ez pue gjo0p ‘91
86°0 0Tl (AN ! (4! 8¢’ 0g'l 6L°1 SL'T €Tl 89°'1 SY'1 Il 8e'l A0
pue AI9X20.I0 ‘DIEMSSBID) ST
SI'e LT’ 6y 09°¢ 90t oY S0t sty €Sy 139 S0°9 Y LY'S SSIPUBYIUL [BIRTID [
It SI'T 90l 66'0 0Tl €0°[ 80 0l 1 L9°0 £€0'L o't L6°0 anjlung ‘gf
76't 6C’S ws 8I'L [4: 92 06’y oL's Ty 994 s 19% €Sy 91’9 spo03 o1I3[H "I
YTET 09%I  6€CL  LSIL  L601  8E'6 43 % 0s'v SO'L £S's Y0t 6v's €'y sionpoud [oxjad pue [10 jasalg ‘[
650 €L'0 080 $8°0 €Tl 9¢’L L9°0 99°0 w60 90 80 90 w90 SIYIBM pUE SH30[D Q[
€Ce €'y 8°1 €9°1 oLl 88’1 (44 01'C 00°¢C oL’ 8¥'C 68'C 6£°C s[EaruRYD ‘6
ST'L 6’1 Wl ¢l 1€l 621 el LL'1 $8'¢C 1L S8°L L8] £6'1 sied 2]24£01q pue ooy ‘g
0£°0 170 ob'o €0 07’0 Lro L1°0 070 61°0 €0 LZo 110 t2’o [eo) £
sv'o Lo 9’0 se'0 170 £€2°0 00 €0 (441 LE0 vea L0 80 SOAp pue ANO[O) 9
S¥'0 9¢’0 LE'0 110 L00 <ro LO°0 elo L0'0 200 LT 17°0 0 $d10ads pue uolng g
Wl 09l 1£°C L1'C L0T 16°1 v1'e 6L'1 6C°C 8’1 we L6°C £8°C s|edITw guippmg p
€r'l L6'0 $0'I 98°0 690 $S°0 0S50 80 8L°0 001 S0 L¥'0 610 S[ISU2IN putT sdITMSseIg ¢
vT0 $To 670 €20 14\ 9’0 00 810 00 61°0 610 Lo 8I'0 uonrunwiwe pug sy g
syied oreds

90'6 €800 T8IT ISIT T8Il Ol 6511 801 HLOI 08¢l 98'ST  0I'PT  8TEl pue sajiqowony ‘g

9L (Y4 Pl £ L IL 0 69 89 £9 99 £9 t9 ‘oN
-GL6I -bL6I  -EL6I  <TL6I  -I1L6I  -0L61 6961 -8961  -LS6I  -9961  -S961 -#96I ~£961 appd1 fo atuvpy A
(guao 42d)

(9L-SL6T ©) $9-€961) WI2Q Ul SPEIL, 0} SUIPI0IOY PISIERY XU, SATS [EIO], JO UONTUISIQL 25¥ju3210d
9y HIAV]L



“3urpunodt 03 oanp Ajje3 jou ABW S|BIO], 210N
001 o001 001 (U 001 001 001 001 00l 00 001 001 001 TvLIOL
IS0O1  11'vI sLor 9101 TTE 61T 0661 €407 SEPI VESI  BLPIL Lybl 65°LL SNOJUB|ISIN ¥
- — — - o0 . S¥0 €0  *¥1°0 — - - - — (S199MG) tem|TH ¢
o S0 v§0 640 9.0  tOL 080 680  90°[ €90  St0  I¥O 970 Jojeddnp pue s193umadAL Ty
0T €'l ST S6T €01 80T S60 8% 891 99°1 86’1  ¥6'1 6L’ Joquily “Iv
LU 90T $0'T  LL0 080 TLO  HLO 080 8L0 LLO S80 601 760 Spoog oynuaIdS "0OF
LLO T80 980 €0I 0TI €1 081 9vi 88T  Lel  LED T 61 AuonwiS “6¢
0  I€0 0 670 IE0  1TO  ITO  FTO  LTO  9¥0  +TO0  YED  0£0 spoog s110dg 8¢
€80 TL0 19 L9 $8'€ 8T  KOE 9T €90  SL0  LLO  FLO SO $juawW1Ts oprWAPLIY LE
o'l 91 6T 081 LLT 06T o€ LOT  6l'E 860 bT'l  SE 9t $poo3 1qqny 9¢
T ST ST 0TT s e 81T 99T 8L€  ¥&F 9TE LET €€T sjaed O1pes pue o1pey SE
660 TH0 60 TTO O 60 tPO 950  6C0 THO  STO  S€0  0T0 1onpoid 3iniy pue s3YAId “pE
80 €80 090 L90 690 L8'0 8.0 LLO S60 C60 L6O 180 680 spoog olydeagojoyd ‘gg
I e’ Wt 9T 9t ovL 6L S 0Tl 8L ST 9T SO sloded "z¢
(4720 SR i SN ¥ S SR AF SN 450 S S | LIy eTr or't LT 0TI 601 L60 S3YSIWITA pue syuled ‘j¢
680 160 00T OLO 61l  T90 YT 9l 8,0 00T ¥90 90 080 Spass jl0 pue 10 "0t
Ol'T  LET 61T TL0 T80 790 $90 80 80 LPO LSO 640 TS0 [BISW SNOJINJ-UON "6C
86T €I €6CT 0T S0T ¥TT L8] 81 8T°T 9Ll T LT teT SAUIDIPSN 8T
oLt 68¢ €Sy Lvb  T9S €S 09 6T9  €6'S  SL'9  08L Lt'S  $89 Kjuiyoeiy *LT
86'l LTC 18°1 10C  S%'I €60 LI'f 080 680 9L €80 T60 9§80 lonbig "9z
9Ll €T 8T 6ST TSI €SI 8L 9T 9T 601 8L e 9l Spoo8 Jayjea] '§T
PI'e So€ Ioe 95 g €L’ S8 10  08v 01'S €1vy  SI'Y €9 EUBNY VYT
Wi 91 L'l €] 180 890 060 €60 90 H0 TIO LYO  #SO uo0130d pue Iinf ‘€7
780 680 S90 €80 680 €£L0 890 LSO LSO LVO PEO (€0 SO SJUAWIEUIO pUE AI3][aMIf ‘TT
Le'c  16c e1’e 88t S¥v €Ty %6t Vit S€V 80€  09¢ TLE  8TE [33)s pue uoJL

) 4



e

Basic Features of the Sales Tax System 65

petroleum products, general merchandise, and kirana accounted
for 40 per cent of the aggregate receipts in 1963-64; their share
remained at 40 per cent in 1970-7( and 1975-76. It may, how-
ever, be noted that these six groups of commodities could main-
tain their total share at a constant level only because of the
phenomenal rise in the receipts from one single group, namely,
diesel oil and petroleum products. The share of this group went
up from 5.2 per cent in 1963-64 to 9.4 per cent in 1970-71 and
further to 13.2 per cent in 1975-76; correspondingly, the aggre-
gate share of the other five groups registered a continuous

decline.
Among the items whose share in revenue increased during

the period, may be mentioned hardware and chemicals. It is
interesting to note that the relative shares of items that can be
identified as belonging to the category of construction materials
also went down significantly; while the share of building
materials fell from 2.3 per cent in 1963-64 to 1.4 per cent in
1975-76, that of iron and steel and timber went down from
5.1 per cent to 3.6 per cent. The relative shares of the majority
of the articles belonging to the category of ccnsumer durable
goods either registered reductions or remained at the levels
maintained in the 60’s.

It is difficult to explain the decline in the shares of automo-
biles and spare parts, building materials, consumer durable
goods, iron and steel and the electrical goods. One would ex-
pect that in the course of development, the relative importance
of these goods would increase.

The percentage figures in Table 4.6 cannot be taken to reflect
the situation in regard to commodity composition of revenue as
it prevails now because of possible changes in the structure of
the economy and of the coming into force of a different Act,
namely, the Delhi Sales Tax Act 1975. Hence we requested the
Department to provide us with information on the commodity
composition of sales tax revenue for a recent year such as 1982-
83. However, the Department could give us such information
only in relation to the relatively small number of commodities
subject to the first-point tax plus two groups of commodities
subject to the last-point tax (namely, sanitary-ware and fittings
and automobile parts including tyres and tubes). Since the
major part of the revenue is derived from the last-point goods,
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the limited information provided by the Department could not
be meaningfully interpreted or used.

5. Registration of Dealers and Minimum Turnover for

Registration

All dealers in taxable goods, be they importers, manufac-
turers or merely resellers who exceed the prescribed minimum
turnover limit! are required to obtain a registration certificate.
Registered dealers are liable to file returns and pay tax on their
taxable sales.

A dealer who deals exclusively in goods declared tax-free
would not become liable even if his turnover exceeds the speci-
fied taxable quantum. In the case of a dealer dealing in both
tax-free and taxable goods, his entire turnover is to be taken
into consideration, for fixing the liability for getting registered.
A dealer who is dealing in tax-free goods and whose turnover
has already exceeded the taxable quantum would become auto-
matically liable to register and pay tax from the day he makes
a taxable sale. When a dealer has more than one place of busi-
ness in Delhi, with the same constitution, his liability will be
decided with reference to the total turnover of all the places of
business.

For dealers who import for sale any goods into Delhi the
taxable quantum is nil. For manufacturers the taxable quantum
is Rs 20,000. For other dealers the taxable quantum is Rs 1
lakh. Prior to the present enactment, (i.c., the 1975 Act) the
taxable quantum for the last two categories was Rs 10,000 and
Rs 30,000, respectively. The taxable quantum was raised to
eliminate petty dealers from the tax net and also keeping in
view the manifold increase in the prices of goods since the
fifties. The taxable quantum in respect of manufacturers can be
increased upto Rs 1 lakh by the administrator if he feels that
having regard to the difficulty in maintaining accounts or for
some other sufficient cause, it is warranted. The taxable quan-
tum so increased is to be published in the official gazette. The
taxable quantum in relation to halwais dealing exclusively in
articles ordinarily prepared by halwais when sold by them is
Rs 75,000.

1. This is, somzwaat misleadingly, referred to in D:lhi as “‘the taxable
quantum”,
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6. Trends in the Number of Registered Dealers

As of 31st March, 1983, the number of registered dealers
under DST were 83,871 and those under CST were 77,532. The
number of dealers under both the Acts increased significantly
during the period 1959 to 1983 (Table 4.7). It is noticed that

TABLE 4.7
Growth of Registered Dealers (1954-1983)
Year Under Delhi Under Central Total**
as on Ist Sales Tax Sales Tax

April Act Act

1954 13019 — 13019
1955 14038 — 14038
1956 14491 —_ 14491
1957 © 14869 — 14869
1958 16005 N.A. 16005
1959 15842 10938 27780
1960 16231 12223 28454
1961 16616 12391 29007
1962 17616 13315 30931
1963 18737 14423 33160
1964 20136 15893 36031
1965 21940 17575 39515
1966 24230 19556 43786
1967 27427 22266 49693
1968 31280 25203 56483
1969 33735 27033 60768
1970 35907 28798 64705
1971 38458 31011 69469
1972 41417 33639 75056
1973 43866 36104 79970
1974 45994 38343 84337
1975 49463 41628 91091
1976 53250 45704 98954
1977 5457> 47916 102291
1978 58765 52138 110903
1979 61742 55426 117168
1980 65560 59364 124924
1981 71090 64935 136025
1982 77661 71423 149084
1983* 83871 77532 161403

Notes: N.A.=Not available.
* As on 31st March, 1983.
s+ This total is misleading as there is considerable overlapping.

Source: Office of the Commissioner of Sales Tax, Delhi.
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the number of dealers under CST has increased faster (8.56 per
cent per annum) than the dealers under DST (7.52 per cent).
This would suggest that the number of exporters has grown
faster than the number of resellers who sell to the internal
market in Delhi. But this may not be the correct conclusion to
be drawn from these figures. As we shall see later, many dealers
obtain registration by effecting one or two inter-State sales (The
rule under CST is that every one who effects an inter-State sale
must apply for registration regardless of turnover). They are
not genuine exporters; their intention is to obtain registration,
because it confers certain privileges which they would like to
atilise for their own purposes. Another fact to be noted is that
according to the existing rules any one who wishes to get regis-
tered under CST in Delhi must also get himself registered
under DST. Thus if one adds up the number of dealers shown
to be registered under DST and the number shown to be regis-
tered under CST, one does not get the total number of register-
ed dealers. There is considerable overlapping between the two
categories.

All those who are registered under CST must be presumed
to be registered under DST; but not vice versa. This would
mean that as on 31.3.1983, 77,532 dealers were registered under
both the Acts and only 6339 dealers were registered under OST
only. The total number of registered dealers would be shown to
be only 83,871. The sales tax in Delhi being a predominantly
last-point tax, it does not seem plausible that only such a small
proportion of the total number of dealers would be internal
sellers with no inter-State sales. On the face of it, there seems
to be something wrong with the figures. It is also possible that
many re-sellers who ought to be registered under the law are in

fact not registered.

7. Distribution of Dealers by Rangz of Turnover and Tax Paid
Unfortunately the Department does not collect and main-
tain information on the distribution of dealers either by amount
of turnover or amount of tax paid, just as it does not have in-
formation on the distribution of turnover and yield by commo-
dity groups. At our request a sample survey was undertaken
and data on turnover and tax paid were collected for all dealers
in 10 representative Wards (out of 50). The sample Wards were
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chosen on the basis of the Department’s knowledge and not on
a random basis. This may be kept in mind in considering the
results.

It is seen that the dealers with GTO below Rs 5 lakh consti-
tuted (1978-79) more than 66 per cent of the total number of
dealers, but accounted for only about I1 per cent of the total
turnover and about 10 per cent of the tax paid (Table 4.8).
Those with GTO below Rs 1 lakh constituted 31 per cent of the
total number of dealers, while their share in tax paid was only
around 1 per cent. If only DST were to be considered, the
bottom 66 per cent of the dealers with turnover below Rs 5 lakh
accounted for only 9.5 per cent of the turnover and 7.5 per
cent of the tax paid. At the other end of the scale, the dealers
with Rs 50 lakh and above, accounting for only about 4 per
cent of the dealers, accounted for more than 64 per cent of the
total turnover under DST and around 58 per cent of its yield.
A similar pattern is discerned in several of the States. For
example, in Uttar Pradesh, 87 per cent of total number of
dealers (who fell in the turnover group of Rs Zero to Rs 3 lakh)
contributed only 8 per cent of the tax revenue [Government of
Uttar Pradesh, (1980) Taxation Enquiry Committee Report,
Lucknow, p. 3]; in Karnataka 80 per cent of the total number
of dealers (who fell in the turnover group of Rs Zero to Rs 3
lakh) contributed only 8.28 per cent of the revenue [Govern-
ment of Karnataka (1982), Karnataka Taxation Review Commit-
tee, 1981, Part-I: Report on State Taxes, Bangalore, p. 78}; and
in Tamil Nadu 75 per cent of the total number of dealers (who
fell in the turnover group of Zero to Rs 3 lakh) contributed
only 9 per cent of the revenue [NIPFP, (1982) Information
System and Evasion of Sales Tax in Tamil Nadu, Dethil.

8. The Basic Method of Enforcement

Except for the 20 first-point goods, the system in existence
in Delhi could be described as the Ring System. The class of
registered dealers constitute the ring; so long as sales take place
within the ring, i.e., between registered dealers, no tax is paya-
ble. As soon as a sale crosses the boundary of the ring, i.e., it
is by a registered dealer to a non-registered dealer or the con-
sumer, it becomes taxable. Although only sales by a registered
dealer to a non-registered dealer are taxable, it becomes neces=



Sales Tax System in Delhi

70

‘Y2 XeL s3[eS JO IOUOISSIIWO))
241 JO 2O 241 £q SpIEM 2A1IBIUISIIdAI O] 10) sn 03 pariddns viep oY) uo Paseq $IIBWNISI 2B OSOY L, , :IJON

61V 89°tC vE°0S 06'6Y 01°8¢ 79'8S 0§°C 2A0Qe pue e[ gL sy L
Y9°L $6'9 0’8 709 829 (459 V'L YAB[ SL 01 Yy®] 05 Y 9
90°L L9°8 819 €5°01 89°¢I 0T’ R {24 YJe] 0 O3 Yy ST sy °S
99°8¢ ¥8'LE 8S°tC 8PPl 89°81 LETT or'It1 e T o1 yye( Q] sy
£9°S 6L (334 £0'8 Iror 05’9 €LElL UNB[ O o1 Y| § sy ‘¢
w8 £8°C1 tv'9 L6 16°11 oI's S0'SE Uiyepsoryye sy g
90'I o1l V0l 62’1 £€C'1 13 ve'ie UAB[ T sY Mojag |
Saavaq
wer LSO ISd Iv1og LSO _IS@  paansisay
pivd xof d340u4ny pqoxo [ Jo d3quinny 25uv4 4sdouiny () LD
(28pgua243d)

+(6L-8L61) 23uvy Iosowin], ssoxr) oy Aq pleg Xel pue Joaomn L 2lqexe].

‘sI3[e2(] Jo uonRqLySI(Y
8y at1av]



Basic Features of the Sales Tax System 71

sary to monitor all the sales of registered dealers, because the
Department would like to ensure that no taxable sales escape
tax. Hence all registered dealers have to submit returns,
whether or not they are liable to pay tax and have to provide
evidence to show that such and such sales are tax-free because
they are sold to other registered dealers. This evidence is a
security-printed form (Form S.T-1) which is to be given to the
selling dealer by the purchasing dealer. The latter has to obtain
this form from the Department and the former must produce
the form at the time of assessment.

This system of issue of declaration forms—wherein it is
declared in effect that the dealer is purchasing the stated goods
for re-sale or for use in manufacture—is extremely complicated
and subjects the dealers to great inconvenience. The purchasing
dealer has to obtain the forms from the Department. Since the
Department is naturally cautious about issuing the forms and
since only a given maximum value of purchases can be endors-
ed on a single form, repeated visits to the Department become
necessary. As for the selling dealer, he has to pursue the pur-
chasing dealer to obtain the necessary forms. It would be in-
jurious to his business to insist that the form should always be
produced at the time of sale. What is more important, the
system of issue of ST-1 Forms has become a significant source
of corruption and malpractice. Many dealers obtain registration
just to be able to obtain these forms, often in collusion with
lower level officers. They then effect purchases, tax-free, on the
basis of these forms and disappear after some time; their sales
escape tax. Or, they sell the forms in the market. Although the
Department claims that in the absence of this form, there would
be evasion on a large scale, our study of the present situation
supported by discussion with the various interests involved,
shows that substantial evasion takes place even with the form.
The checking of the forms in the hands of the selling dealer
takes place only at the time of assessment and that is done three
or four years after the event.

By contrast, for the enforcement of the first-point levy, no
statutory declaration form has been stipulated. Except where
the commodity is to be brought without payment of tax, the
voucher issued by the selling dealer is deemed sufficient to show
that the commodity has already suffered tax. If, however, a
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good subject to the first-point levy is to be brought free of tax,
say, by a manufacturer as input, then the buyer has to furnish
a form, which, however, is not security-printed.

9. Rate Structure
There are 9 different rates of sales tax under DST ranging

from half per cent to 40 per cent*. Some of the goods are
exempted from sales tax altogethcr. Economic considerations
as well as the need to introduce progressivity in the tax struc-
ture seem to have guided the differentiation in the rates. Table
A. 4.3 presents the various commodities classified according to
the rates of tax. Category (A) is of a special nature where there
is o' ly one commedity on which the tax rate is as much as 40
per cent. Category (B) consists of goods subject to the rate of
10 per cent. Category (C) consists of goods under the purview
of the Central Sales Tax the rates on which vary from I to 4
per cent. Category (D) consists of goods which are subject to
less than the general rate of 7 per cent. Category (E) consists
of gocds which are taxable at the general rate of 7 per cent.
Lastly, there is the category of exempted goods on which no
tax is levied (Table A.4.2).

The rates of tax in Delhi are generally lower than those
prevailing in the neighbouring States, namely, Haryana, Punjab,
Rajasthan and Uttar Pradesh (Table 4.9). Some of the food
items—for example, cereals, pulses, atta, maida, suji, bread,
cooked food, achar, murabba (except when sold in sealed con-
tainers)—are exempted in Delhi while they are taxed at 3 to 4
per cent in the neighbouring States. The rate structures of Delhi
and the neighbouring States are presented and compared in
Chapter 7.

10. Taxation of Inputs

Inputs as such are not exempt from sales tax in Delhi but
because most of the goods are taxed at the last stage of sale,
sales between one registercd dealer and another do not attract
tax. Manufacturers being registered dealers are entitled to
purchase all raw materials or intermediate goods (which are
mentioned in their certificate of registration for the purpose of

‘4, 1,2,3,4,5,7, 10 and 40 per cent.
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manufacture of goods for sale) tax-free. This concession is per-
mitted to manufacturers under Section 4(2) (a) (v) of Delhi
Sales Tax Act. It provides for deduction from a dealer’s turn-
over the value of goods sold to registered dealers on the condi-
tion that the former furnishes, to the assessing authority, the
prescribed declaration duly filled and signed by the purchasing
dealer in respect of goods purchased by him.

The exemptions are subject to the condition that the pur-
chasing dealer uses the goods for the purposes specified in his
certificate of registration. If the purchasing dealer utilises goods
for purposes other than those mentioned in his declaration, he
is penalised by the inclusion in his taxable turncver of the sales
price of the goods so purchased. This liability is in addition to
other penalties provided in the Act for contravention of a
declaration made under the provision of the Act.

Raw materials required for the manufacture of tax-free
goods specified in the Ilrd Schedule (tax-free goods) cannot be
purchased on the strength of a registration certificate, nor can
they be incorporated in the certificate of registration. Similarly,
the sale of containers or other materials to be used for the
packing of tax-free goods is not excluded (section 4 of the
Delhi Sales Tax Act) from taxable turnover.

The facility of tax-free purchase of inputs is provided in
respect of goods taxed at the first-point also. A manufacturer
in Delhi is entitled to purchase free of tax even those goods
which are taxable at the first-point and which are intended for
use by him as raw materials in the manufacture in Delhi or any
goods (other than exempted goods specified in the IlIrd Sche-
dute) for sale by him in or from Delhi, provided that no such
deduction in respect of any sale shall be allowed unless the
dealer selling the first-point goods furnished to the appropriate
assessing authority by the time the assessment is being made
by it, a simple declaration in the prescribed form duly signed
by the purchasing registered dealer.

11. Concessions to Promote Entrepot Trade

Under the Delhi Sales Tax, as we have seen, the treatment
of inputs is such as to minimise the cost of manufacture and to
promote industrial growth within the Union Territory. It is
also noteworthy that concessions are granted under the Central
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Sales Tax Act in order to encourage entrepot trade. For exam-
ple, in respect of goods which are imported into Delhi and sold
in the course of inter-State trade without undergoing any pro-
cessing, the CST rate is reduced from 4 to 2 per cent. Again
inter-State sales of scientific equipment, etc. to an educational
institution and such sales of medical preparations to any hospi-
tal or dispensary working under the supervision of Central/State
governments are taxed only at 5 per cent. Further, rates of tax
on inter-State sales to registered dealers of certain goods such
as dry fruits, tea and til oil have been fixed at 2 per cent and
1 per cent. (For details see Table A.4.4)

12. Exemptions
In common with the States, the Union Territory of Delhi
also grants exemptions for quite a few commodities (Schedule
IIT). Broadly speaking, they fall into the following categories.
First, the following goods are exempted on the ground that
they are necessaries:

(¢) All cereals and pulses;
(ii) Flour including atta, maida, besan, suji;
(iii) Chapaties, ‘paranthas, puries, kulchas, nans and
bhaturas, and bread (double roti);
(iv) Fuel wood and charcoal;
(v) Salt; and
(vi) Water.

Second, some perishable goods are granted exemption from
sales tax, because they are mostly food items and administering
a tax on these would pose insurmountable difficulties. These
are:

i. Meat and fish;

ii. Fresh eggs;

iii. Vegetables;

iv. Fruits;

v. Fresh milk;

vi. Dahi and lassi;

vii. Betel leaves; and
viii. Achar and Murabba except When sold in sealed con-

tainers.
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Third, a number of goods are exempted to help certain
sectors in the economy or to give incentive for the adoption of
particular techniques of production. The goods exempted are
either inputs or outputs of a particular sector or industry. They
are:

i. Edible oil produced in indigenous kohlu or ghani;
ii. Agricultural implements;
iii. Fertilizers;
iv. Cattle feed, including fodder and poultry feed;
v. Country-made shoes, cane and bamboo handicrafts and
earthenwares made by kumbharas;
vi. Charkha, takli, and charkha accessories;
vii. Pesticides for plant protection;
viii. Plant protection machines;
ix. Handspun yarn;
x. Livestock including poultry;
xi. Hand-made matches; and
xii. Readymade garments of khadi.

Fourth, some goods are exempted on educational and cul-
tural grounds;

i. Books and periodicals;
ii. Maps, educational charts;
iii. Instrument boxes used by students;
iv. Educational globes and instruments used in mechanical
drawing and biology used by students;
v. School exercise and drawing books; and
vi. Slate, slate pencil, takhties, black ink used for takhties,
writing chalks, crayons, kalams, etc.

Fifth, certain goods are exempted as a matter of social
policy and/or on humanitarian grounds;

i. Blood for transfusion;
ii. Cotton paddings;
iii. Chloroquine tablets; and
iv. Condoms.

Sixth, some commodities are exempted on the ground that
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they are taxed under other Acts of Delhi Administration or the
right to tax them has been surrendered to the Central govern-
ment. To the former category belong stamp paper and electric
energy, to the latter category belong all varieties of cotton
fabrics, rayon or artificial silk fabrics and woollen fabrics, sugar
and tobacco.

Last, besides the abovementioned exemptions under
Schedule III of the DST, there are quite a few exemptions
granted under Rule 11 of the Delhi Sales Tax Rules. They are:

i. Sales of goods to any foreign or commonwealth
diplomatic mission, or any office of the United
Nations or of any specialised agency of the inter-
government organisations for its officials use and to
such personnel (including their spouses) of any such
mission or office for their personal use;

ii. Sales of goods to Canteen Stores Department or by
t‘anteen Stores Department to retail Canteens run by
it in Delhi or Regimental or Unit-run Canteen in
Delhi or by Canteen Stores Department or by retail
Canteen run in Delhi by the Canteen Stores Depart-
ment or Regimental or Unit-run Canteen or Canteen
Contributors as approved by the Government of
India to the members of Armed Forces of the Union
Territory of India in Delhi;

iii. Sales of goods to the Indian Co-operation Mission,
Nepal, for use of India-aided projects in Nepal;

iv. Sales of television sets made to the Department of
Atomic Energy for use for rural area of Delhi;

v. Sales of television sets made to (a) the Directorate of
Education, Delhi Administration, (b) hospitals, edu-
cational and social welfare institutions owned, aided
or recognised by the Government of India, Delhi
Administration or local bodies, (¢) such other institu-
tions as may be specified by the Administrator by
notification in the official gazette from time to time
for their use in Delhi;

vi. Sales of goods, exceeding twenty rupees in value in
one transaction, made to (a) Indian Red Cross
Society, Delhi, (b) St. John’s Ambulance Association
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vii.

viii.

ix.

Xi.

xIi.

xiii.

xiv.

xvi.

(India), Delhi, (¢) Hind Kusht Nivaran Sangh (‘ndian
Leprosy Association) Delhi, (d) Police Families Wel-
fare Society (Re istered), Delhi;

Sales of aviation fuel made to airlines for internation-
al flights;

Sales of television sets made to the associations and
industries of Delhi for rendering assistance and
relief to the Defence Forces, Jawans and their
families;

Szles of UNICEF greeting cards and calendars by
dealers in Delhi;

. Sales of goods made to the International Crops

Research Institute for the Semi-Arid Tropics
(ICRISAT) for its official use.

Sales made to any undertaking supplying electrical
energy to the public in Delhi for use in Delhi by it
directly in the generation or distribution of electrical
energy in Delhi;

Sales of (a) all types of weights, weighing and measu-
ring devices, (b) models, biological specimen and
stuffed animals, (c) receptacles of all kinds, and (d)
chemicals;

Sales of goods made to CARE, India (Cooperative
for American Relief Everywhere) for the purpose of
free distribution as part of its programme or for its
official use;

Sales of goods which are subject to tax at the first-
point under Section 5 made by the subsequent
dealer(s) to CARE, India for the purpose of free dis-
tribution as part of its programme or for its official
use in respect of which the dealer selling the goods
at the first-point has allowed refund or adjustment
of the amount of sales tax to the subsequent dealer
effecting such sales;

. Sales of Khadi Silk Fabrics, when made by dealers

dealing in Khadi Fabrics but not in other fabrics and
who are certified for the purpose by the Commission
constituted under the Khadi and Village Industries
Commission Act, 1956 (61 of 1956);

Sales of typewriters to the Convent of Jesus and



78

xvii.

XViii.

xix.

XX.

xxi.

Xxii.

xXiii.

XXiv.

XXv.

Xxvi.
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Mary for imparting training and shorthand to girls
belonging to Scheduled Castes/Scheduled Tribes;
Sales of goods gifted to the Nation by the late Shri
V.K. Krishna Menon;

Sales by the Indian Tourism Development Corpora-
tion from its duty-free shop at Palam Airport to
passengers in transit or outgoing for a price payable
in foreign exchange or by foreign traveller’s cheques;
Sales of Neera and Palm gur effected by the Delhi
Neera Scheme, Khadi and Village Industries Com-
mission, New Delhi;

Sales of goods gifted to the Lahirabad Leprosy
Home in Bider District (Andhra Pradesh) by the late
Miss Padmaja Naidu;

Sales of goods made by Delhi Commonwealth
Women’s Association, New Delhi;

Sales including post sales, of Tamrapatras to the
Ministry of Home Affairs, Government of India,
intended for presentation to freedom fighters;

Sales of goods to the Kendriya Sainik Board, New
Delhi, required for the purpose of raising funds for
the Welfare of Ex-servicemen and their dependants
and for provision of amenities to serving personnel
of the ““Armed Forces of India”;

Sales of Papads by Shri Mahila Griha Udhyog Lijjat
Papad for so long as it is holding a certificate of
recognition for “Papad’® as village industries product
issued by the Commission constituted under the
Khadi and Village Industries Commission Act, 1956
(61 of 1956);

Sales of Dewali and New Year greetings cards prepa-
red by Indian Council of Child Welfare;

Sales of goods to Ramakrishna Mission, New Delhi,
for distribution to persons affected by floods in
Rajasthan; and

xxvii. Sales of greeting cards, calendars, posters and pamph-

lets of World Wild Life, India.
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List of Goods Subject to First-Point and Last-Point Levy Under

Delhi Sales Tax Act, 1975

AYS

No.

Commodity

First-point
(FP)
or
Last-point
(LP)

()

2)

. In the case of taxable turnover in respect of any food

or drink served for consumption in a hotel or restau-
rant or part thereof, with which cabaret floor show or
similar entertainment is provided
(@) Motor vehicles, including chassis of motor vehi-
cles, accessories, component parts and spare parts
of motor vehicles and motor bodies
(h) Motor tyres and tubes
(a) Motor cycle and motor and cycle combinations,
motor scooters, motorettes and accessories, com-
ponent parts and spare parts of motorcycles, motor
scooters and motorettes
(hY Motor cycle tyres and tubes
Refrigerators, air-conditioning and other cooling
appliances and apparatus including room coolers and
water coolersand component parts, spare parts and
accessories thereof.
Wireless reception instruments and apparatus, radios
and radio-gramophones, television sets, accumulators,
amplifiers and loudspeakers and spare parts, compo-
nent parts and accessories thereof, and electrical valves
Cinematographic equipment including cameras, projec-
tors and sound recording and reproducing equipment,
and spare parts, components and accessories required
for use therewith and lenses, films and cinema carbons
Photographic and other cameras and enlargers, lenses,
films and plates, paper and other component parts,
spare parts and accessories required for use therewith
including photographic chemicals and photographs but
excluding X-ray apparatus and films, plates, photogra-
phic chemicals and other equipment required for use
with the X-ray apparatus and component parts, spare
parts and accessories thereof.

. All clocks, time pieces, watches, electrical time swit-

ches and mechanical timers and component parts,
spare parts and accessories thereof

LP

LP
FP

LP

LP

Lp

LP

LP

LP
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(¢)) 2)
9. All arms including rifles, revoivers, pistols and ammu-
nition for the same, and component parts, spare parts
and accessories thercof LP
10. Cigarette cases and lighters LP
11. Dictaphone, tape-recorders and other similar apparatus
for recording sound and component parts, spare parts
and accessories thereof LP
12. Sound transmitting equipment including telephones
and loudspeakers and loudspzakers and component
parts, spare parts and accessories therecf but excluding
sound amplifying apparatus carried on the person and
adapted for use as a hearing aid LP
13. Typewriters, tabulating, calculating, cash registering,
indexing, card punching, franking and addressing
machines, teleprinters and duplicating machines and
component parts, spare parts and accessories thereof. Lp
14. Binoculars, telescopes and opera glasses and compo-
nent parts, spare parts and accessories thereof LP
15. Gramophones, record players, record changersand
component parts, spare parts and accessories thercof
and records and needles LpP
16. All electronic and electrical goods other than torches,
torch cells and filament lighting bulbs LP
17. Table cutlery including knives and forks, but not inclu-
ding spoons LP
18. All types of sanitary goods and fitting L
19. (a) All goods made of glass but not including plain
glass panes, optical lenses, hurricane lantern chim-
neys, phials, clinical syringes, thermcmeters,
bangles and scientific apparatus and instruments
made of glass LP
() Glazed earthenware LP
(¢) Chinaware, including crockery LP
20. Vacuum flasks of all kinds (including thermoses, ther-
mic jugs, ice buckets or urns and other domestic reecp-
tacles to keep food or beverages hot or cold) and refills
thereof Lp
21. Liquer (foreign liquor and Indian-made foreign liquor) Le
22. Picnic set sold as a single unit LP
23. Tron and steel safes and almirahs LP
24. Motor spirit, high speed diesel oil, aviation gasoline,
aviation turbine fuel and all other varieties of fuel for
moter vehicles and aircraft FP



e~

Basic Features of the Sales Tax System 81
TABLE A.4.1 (Contd.)
(¢)) 2
25. Cosmetics, perfumery and toilet goods including sham-
poos but not including soap, tooth brush, tooth paste,
tooth powder and kumkum; dhoop-aggarbatti LP
26. Leather goods (excepting footwear, belts and sports
articles made of leather) LP
27. Fumniture including iron and steel furniture LP
28. Sheets, cushions, pillows, mattresses and other articles
made from foam rubber or plastic foam or other syn-
thetic foam LP
29. Furs and articles of personal or domestic use made
therefrom LP
30. Articles and wares made of stainless steel but excluding
safety razor blades and surgical instruments or parts of
industrial machinery and plant LP
31. Perambulators LP
32. Plastic, celluloid bakelite goods and goods made of
similar other substances but not including such goods
of value not exceeding thirty rupees per piece LP
33. Fireworks including coloured matches FP
34. Lifts whether operated by electricity or hydraulic
power Lp
35. All types of glazed and vitrum tiles, mosaic tiles, lami-
nated sheets like sunmica, formica, etc. LP
36. (a) Pile carpets —
(b) All varieties of woollen carpets not covered by
item (q) above LP
37. Bicycles FP
38. Bricks, fire bricks, brick-bats and brick ballast FP
39. Cement FP
40. Denatured spirit FP
41. Ice-cream of all kinds including ice-candy FP
42. Refined rapeseed oil FP
43. Candles FP
44. Coal including coke in all its forms FP
45. Cott n as defined in Section 14 of the Central Sales
Tax Act, 1956 (74 of 1956) LP
56. Iron and steel as defined in Section 14 of the Central
Sales Tax Act, 1956 (74 of 1956} LP
47. Jute as defined in Section 14 of the Central Sales Tax
Act, 1956 (74 of 1956) LP
48. Oil seeds as defined in Section 14 of the Central Sales
Tax Act, 1956 (74 of 1956) LP
49. Hides and skins whether in a raw or dressed state LP
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50. Cotton yarn as defined in Section 14 of the Central
Sales Tax Act, 1956 (74 of 1956), and cotton thread LP
51. Rajai'gilafs (quilt covers) costing more than fifteen
rupees each LP
52. Readymade garments costing thirty rupees and above
per piece, but not including garments made of furs LP
53. Hosiery goods sold at a price of thirty rupees per piece
and above Lp
54. Articles ordinarily prepired by Halwais dealing ex-
clusively in such articles when sold by them Lp
55. Desi Ghee LP
56. Paper of all kinds including hand-made paper whether
meant for writing, printing, copying, packing or for
any other purpose LP
57. Butter (tinned) FP
58. Cream FP
59. Powdered milk and condensed milk whether whole or
skimmed LP
60. Chezse LP
61. Black-lead pencils and coloured pencils LP
62. Pesticides other than for plant protection LpP
63. Insecticides LP
64. Cotton waste LP
65. Cotton yarn waste LP
66. Ice FP
67. Drugs, medicines and pharmaceutical preparations FP
68. Edible oils LP
69. Polyester staple fibre LP
70. Tractors and their parts LP
71. Washing soaps, detergents and other materials used
~ for washing LP
72. Woollen carpet yarn LP
73, Footwear costing upto thirty rupees per pair, and
" leather belts LP
74. Optical lenses, hurricane Jantern chimneys, phials,
clinical syringes, thermometers, bangles and scientific
apparatus and instruments made of glass LP
75. Torches, torch cells and filament lighting bulbs Lp
76. Soap, tooth brush, tooth paste, tooth powder and
kumkum LpP
77. Safety razor blades and surgical instruments or parts of
industrial machinery and plant LP
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78. Plastic, celluloid bakelite goods and goods made of
similar other substances of value not exceeding thirty
rupees per piece LP
79. Molasses Lp
80. Kanitting wool LP
81. Vegetable ghee (hydrogenated vegetable oil) FP
82. Liquefied petroleum gas (kitchen gas) FP
83. Boot Polish Lp
84. Honey LP
85. Umbrella Lp
86. Distilled water Lp
87. Khadi bags LP
88. Goods made of canvas cloth LP
89. Matches (other than hand-made matches) FP
90. Kerosene LP
91. Raw wool LP
92. Khoya FP
93. Gold ornaments LP
94. Butter other than tinned FP
95. Razai gilafs (quilt covers) costing not more than fifteen
rupees per piece LP
96. Silver ornaments LP
97. Readymade garments sold at a price below thirty
rupees per piece but excluding garments made of fur
and silk LP
98. Hosiery garments costing less than thirty rupees per
piece : LP
99. Bullion and specie LP
100. Readymade umbrella cloth covers LP
101. Silk fabrics—(the expression <silk-fabrics” means all
varieties of fabrics manufactured either wholly or
partly from silk and includes embroidery in the piece,
in stripes or in motifs, but does not include any fabrics
falling within item 13 of the Third Schedule to the
Delhi Sales Tax Act, 1975) FP
102. All varieties of yarn other thau cotton yarn and
knitting wool LP
103. Butter oil FP
LP

104,

Goods other than exempted goods
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12.

13.

14.

15.
16.
17.
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TABLE A.4.2
The Third Schedule
(Tax-free goods)

All cereals and pulses including all forms of rice and their brans
and cooked aal

Flour including atta, maida, besan and suji

Chapaties, paranthas, stuffed paranthas, puries, stuffed puries,
kulchas, nans and bhaturas and bread (double rcti)

Meat and fish other than canned, preserved, processed, dried,
dehydrated or cooked

Fresh eggs

Vegetables, green or dried (except when sold in sealed contai-
ners) and vegetables seeds

Fruits other than dry fruits or canned, preserved dried or dehy-
drated fruits

Sugar as defined in the Central Excise and Salt Act, 1944 (1 of
1944)

Salt

Fresh milk (whole or separated) including boiled and sugared
milk

Edible oil produced in indigenous kohlu or ghani (including
powered kohlu or ghani) when sold by the person owning such
kohlu or ghani and dealing exciusively in the product of such indi-
genous kohlu or ghani, subject to the condition that in case of
powered kohlu or ghani a certificate of genuineness has been or is
issued by the Commission constituted under the Khadi and Village
Industries Act, 1956 (61 of 1956)

Dahi and lassi

All varieties of cotton fabrics and woollen fabrics

[Explanations:

The expression ‘‘cotton fabrics”, ‘‘man made fabrics”, and
““woollen fabrics” shall have the same meaning as are, respecti-
vely assigned to them in the Central Excise and Salt Act, 1944 (1
of 19.44).]

Books and periodicals, maps, educational charts, instrument
boxes used by students and educational globes and instruments,
such as instruments used in mechanical drawing and biology, used
by students

Fuel wood and charcoal

School exercise and drawing books

Agricultural implements including chaff cutters and persian wheels
or parts thereof and electric motors including monoblock sets of
3 to 7.5 horse power
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20.
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22.

23.

26.
27.
. Plant protection machines
29.

32.
33,
34,

35.
36.
37.
38.
39.
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[Explanation:
The goods covered by this’entry do not include tractors and

component parts, spare parts and accessories thereof.]
Cattle feeds. including fodder and poultry feeds

Electric energy
Fertilisers
Water but not aerated water or mineral water or water sold in
bottles and or sealed containers
Tobacco as defined under Central Excisz and Salt Act, 1944 (1 of
1944)
(i) Country made shoes
(ii) Cane and bamboo handicrafts
(iii) Earthenwares made by kumbharas
(a) without the use of power and
(b) at a place other than factory as defined in the Factories
Act, 1948 (63 of 1948) and sold either by the maker him-
self or by any member of his family or by a cooperative
society consisting wholly of the makers of such articles

. Charkhas, takli and charkha aecessories.
. Slate, slate pencils, takhties, black ink used for takhties, writing

chalks, crayons (excluding colour pencils) foot rules of the type
used in schools and kalams (pens for takhties).

Betel leaves including prepared pans.

Pesticides for plant protection

Ready-made garments of khadi made out of cloth certified as such
under the khaddar (Protection of name) Act, 1950 (78 of 1950)

. Condoms
31.

Blood for transfusion that is to say, fresh human blood or plasma,
liquid or dried
Handspun yarn
Achar and murabba except when sold in sealed containers.
Scientific goods including scientific glass goods, geometrical and
drawing goods used in schools and colleges for teaching and for
use by students
[Explanation:

The goods covered by this entry do not include pencils and
paper.]
Livestock including poultry
Cotton paddings
Hand-made matches
Chloroquine tablets
Sale of newsprint to a publisher for the purpose of publishing a
newspaper (including periodicals) * which is deemed to be small
medium newspaper under the Press Council Act, 1978 (17 of 1978)
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and which is registered as such with the Registrar of Newspapers
for India.
40. Renewable energy devices specified below:
(i) Flat plate solar collectors
(ii) Concentrating and pipe type solar collectors
(iif) Solar cookers
(iv) Solar water heaters and systems
(v) Air/gas fluid heating systems
(vi) Solar crop driers and systems
(vii) Solar refrigeration, cold storage and air-conditioning
systems
(viii) Solar stills and desalination systems
(ix) Solar pumps based on solar thermal and solar photovoltaic
conversion
(x) Solar power generating systems
(xi) Solar photovoltaic modules and panels for water pumping
and other applications
(xii) Wind mills and any specially designed devices which run on
wind mills
(xiii) Any special devices including electric generators and pump
running on wind energy
(xiv) Biogas plants and biogas engines
(xv) Electrically operated vehicles including battery powered or
fuel cell powered vehicles
(xvi) Agricultural and municipal waste conversion devices pro-
ducing energy
(xvii) Equipment for utilising ocean waves and thermal energy
41. Lower and upper cxtremity orthotics and prosthetics, wheel
chairs, crutches and walking aids designed for the use of ortho-
paedically handicapped persons; hearing aids for the deaf and
dumb; braille slates, braille typewriters, braille watches and
chairs for the blind
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Rates of Sales Tax Under the Delhi Sales Tax Act 1975

had

as on 1983

A.
In the case of taxable turnover in respect of any food
or drink served for consumption in a hotel or restau-
rant or part thereof, with which cabaret floor show or
similar entertainment is provided

B. THE FIRST SCHEDULE

Motor vehicles, including chassis of motor vehicles,
motor tyres and tubes, accessories, component parts
and spare parts of motor vehicles and motor bodies

. Motor cycle and motor and cycle combinations, motor

scooters, motorettes and tyres and tubes, and accessor-
ies, component parts and spare parts of motor cycles,
motor scooters and motorettes

Refrigerators, air-conditioning and other cooling
appliances and apparatus including room coolers and
water coolers and component parts, spare parts and
accessories thereof

. Wireless reception instruments and apparatus, radios

and radio-gramophones, television sets, accumulators,

amplifiers and loudspeakers and spare parts, compp-'

nent parts and accessories thereof, and electrical
valves

. Cinematographic equipment including cameras, pro-

jectors and sound recording and reproducing equip-
ment, and spare parts, component and accessories
required for use therewith, and lenses, films and
cinema carbons

Photographic and other cameras and enlargers, lenses,
films and plates, paper and other component parts,
spare parts and accessories required for use therewith
including photographic chemicals and photographs but
excluding X-ray apparatus and films, plates, photogra-
phic chemicals and other equipment required for use
with the X-ray apparatus and component parts, spare
parts and accessories thereof

. All clocks, time pieces, watches, electrical time switch-

es and mechanical timers and component parts, spare
parts and accessories thereof

Rate of tax

40%,

109

10%

10%

10%

109

10%

109,
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All arms including rifles, revolvers, pistols and ammu-
nition for the same, and component parts, spare parts
and accessories thereof

. Cigarette cases and lighters
. Dictaphone, tape-recorders and other similar appara-

tus for recording sound and component parts, spare
parts and accessories thercof

Sound transmitting equipment including telephones

. and loudspeakers and component parts, spare parts

12

13,

14,

15.

16.

17.
18.

19.

20.
21.
22,
23.

24.

and accessories thereof but excluding sound amplify-

ing apparatus carried on the person and adapted for

use as a hearing aid '

Typewriters, tabulating, calculating, cash registering,

indexing, card punching, franking and addressing

machines, teleprinters and duplicating machines and

component parts, spare parts and accessories thereof

Binoculars, telescopes and opera glasses and compo-

nent parts, spare parts and accessories thereof

Gramophones, record players, record changers and

component parts, spare parts and accessories thereof

and records and needles

All electronic and electrical goods other than torches,

torch cells and filament lighting bulbs

Table cutlery including knives and forks, but not in-

cluding spoons

All types of sanitary goods and fitting

(i) All goods made of glass but not including plain

glass panes, optizal lenses, hurricane lanterns,
chim' eys, phials, clinical syrinzes, thermometers,
bangles and scientific apparatus and instruments
made of glass

(if) Glazed earthenware

(iii) Chinaware, including crockery

Vacuum flasks of all kinds (including thermoses, ther-

mic jugs, ice buckets or boxes, urns and other domestic

receptacles to keep food or beverages hot or cold) and

refills thereof

Liquor (foreign liquor and Indian-made foreign liquor)

Picnic set sold as a single unit

Iron and steel safes and almirahs

Motor spirit, high speed diesel oil, aviation gasoline,

aviation turbine fuel and other varieties of fuel for

motor vehicles and aircraft

Cosmetics, perfumery and toilet goods including sham-

poos but not including soap, tooth-brush, tooth-paste,

bt
[=3x=]
RPN

103,

10%;

10%

10%
10%
10

109
10%
10%;

7%
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25.
26.
217.
28.
29.

0.
31

32.
33.
34,

35.

t~
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tooth-powder and kumkum; dhoop-aggarbatti

Leather goods excepting footwear, belts and sports
articles made of leather

Furniture including iron and steel furniture

Sheets, cushions, pillows, mattresses and other articles
made from foam rubber or plastic foam or other syn-

thetic foam

Furs and articles of personal or domestic use made
therefrom

Articles and wares made of stainless steel but exclud-
ing safety razor blades and surgical instruments or
parts of industrial machinery and plant

Perambulators

Plastic, celluloid bakelite goods and goods made of
similar other substances but not including such goods
of value not exceeding thirty rupees per piece
Fireworks including coloured matches

Lifts whether operated by electricity or hydraulic

power
All types of glazed and vitrum tiles, mosaic tiles, lami-

nated sheets like sunmica, formica, etc.

(i) Pile carpets
(ii) All varieties of woollen carpets not covered by

item (i) above

C. THE SECOND SCHEDULE

Coal including coke in all its forms
Cotton as defined in section 14 of the Central Sales

Tax Act, 1956 (74 of 1956)

. Tron and steel as defined in section 14 of the Central

Sales Tax Act, 1956 (74 of 1956)

Jute as defined in section 14 of the Central Sales Tax
Act, 1956 (74 of 1956)

0il seeds as defined in section 14 of the Central Sales
Tax Act, 1956 (74 of 1956)

. Hides and skins whether in raw or dressed state

Cotton yarn as defined in section 14 of the Central
Sales Tax Act, 1956 (74 of 1956), and cotton thread

10%
10%
10%
10%
1075

7%
7%

7%
10%
10%

10%

109,

3%
4%
4%
4%

3%
3%

1%

89
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10.
. Black-lead pencils and coloured pencils
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.

22.
23.

24.
25.
26.

27.
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D. GOODS ON WHICH RATE OF TAX IS LESS

THAN THE GENERAL RATE OF 7%,

. Razai Gilafs (Quilt covers) costing more than fifteen

rupees each

. Ready-made garments costing thirty rupees and above

per piece but not including garments made of furs

. Hosiery goods sold at a price of thirty rupees per piece

and above

. Articles ordinarily prepared by Halwais dealing exclu-

sively in such articles when sold by them

. Desi Ghee
. Paper of all kinds including hand made paper whether

meant for writing, printing, copying, packing or for
any other purpose

. Butter (tinned)
. Cream
. Powdered milk and condensed milk whether whole or

skimmed
Cheese

Pesticides other than for plant protection

Insecticides

Cotton Waste

Cotton Yarn Waste

Ice

Drugs, medicines and pharmaceutical preparations
Edible oils

Polyester Staple fibre

Tractors and their parts

Washing soaps, detergents and other materials used
for washing

Woollen carpet yarn

Foot-wear costing upto thirty rupees per pair, and
leather belts

Optical lenses, hurricane lantern chimneys, phials,
clinical syringes. thermometers, bangles and scientific
apparatus and instruments made of glass

Torches, torch cells and filament lighting bulbs

Soap, tooth-brush, tooth-paste, tooth-powder and
kumkum

Safety razor blades and surgical instruments or parts
of industrial m achinery and plant

5%
5%
5%

5%
5%

5%
5%
5%

5%
5%
5%
5%
5%
5%
5%
5%
5%
5%
5%
5%
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28.

29.
30.
31.
32.
33.
. Honey
35.
. Distilled water
37.
38.
39.
. Kerosene
41,
42,
43,
. Butter other than tinned

45.

46.
47.

49.
50.
51.

52.

53.
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Plastic, celluloid bakelite goods and goods made of
similar other substances of value not exceeding thirty
rupees per piece

Molasses

Knitting wool

Vegetable Ghee (hydrogenated vegetable oil)

Liquefied petroleum gas (kitchen gas)

Boot polish

Umbrella

Khadi bags
Goods made of canvas cloth
Matches (other than hand-made matches)

Raw-wool
Khoya
Gold ornaments

Razai gilafs (quilt covers) costing not more than fifteen
rupees per piece

Silver ornaments

Ready-made garments sold at a price below thirty
rupees per piece but excluding garments made of fur
and silk

Hosiery garments costing less than thirty rupees per
piece

Bullion and specie

Ready-made umbrella cloth covers

Silk fabrics

[Explanation:

The expression *‘silk-fabrics”® means all varieties
of fabr cs manufactured either wholly or partly from
silk and includes embroidery in the piece, in stripes or
in motifs, but does not include any fabrics falling
within item 13 of the Third Schedule to the Delhi
Sales Tax Act, 1975.]

All varieties of yarn other than cotton yarn and knitt-
ing wool
Butter oil

E. SALES OF OTHER GOODS TAXABLE AT
THE RATE OF 7%,

91

5%

3%

2%
2%

2%
5%
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ANNEXURE B

TABLE A.4.4
List of Exemptions/Concessions Allowed Under the Central

Sales Tax Act, 1956 in the Union Territory of Delhi
S. No. Item Rate of tax

" 1. Sales in the course of inter-state trade or commerce
of any goods (other than goods specified in the first
schedule) to a registered dealer provided the gouds
have been imported into Delhi and are exported from
Delhi without undergoing any processing or change in
identity and have already been subjected to tax under
the Central Sales Tax Act. {S.R.0. 2717 dated 28.8.57
(substituted by notification No. S.0. 613(E) dated
21.10.75)). 2%

2. Sales in the course of inter-state trade or commerce by

" any registered dealer in Delhi of any goods (other than
goods specified in the First Schedule) provided sales
relate to goods which have been received in Delhi by
the selling dealer from place of business in other state
where he is registered under the sales tax Law of that
state, or from the place of business of his agent or
principal in other state 2%

'3. Inter-state sales of scientific equipment and instru-
ments to an educational institution for use in the
teaching of science or to a hospital for its use or to a
laboratory or institution which carries on any research
work for the promotion of literary or scientific, artistic
or educational object and which is not run with the
motive of making profit (G.S.R. No. 364 dated 25.3.60
as amended by notification dated 31.5.63) 3%

4. Inter-state sales of Medical preparations to any hospi-
tal or dispensary working under the supervision of
Central/State Government administrative control of
local bodies or run by charitable institutions receiving
grant-in-aid from Central or State Government.
(G.S.R. 365 dated 25.3.60 as amended by notification

dt. 31.5.63) 5%
5. Inter-state sales of pencils to any unregistered dealer
outside Delhi (G.S.R 1816 dated 31.12.62) 5%

6. Inter-state sales made by any dealer of Delhi to the
United Nations Children’s Fund (UNICEF). (Notifica-
tion dt. 13.6.72 Delhi dated 10.4.72) Exempt
7. Inter-state sales to the International Crop Research
Institute for the Semi-Arid Tropics. (Notification No.
4-15034/19/73—Delhi dated 22.12.73) Exempt
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8. Inter-state sales to CARE India (Notification No.
U-15034/28/74—Delhi dated 17.6.75)

9. Inter-state sales to any dealer (registered or unregis-
tered) in Sikkim. [Notification No. S.0. 169(E) dated
5.3.76}

10. Rate of tax on inter-state sales to registered dealers on
the following goods reduced as under:
(i) Dry fruits
(ii) Tea
(iii) Sarson, teria, till or tarmira oil (not being hydro-
genated vegetable oil)
[Notification No. 484 (%E) dated 20.7.76]

93

2%
2%

1%





