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Raw material paddy—Purchase taxon.—When the order to fulfil an export
obligation some goods are purchased and processed which resulted in change of
the identity and character of the goods like processing of paddy into rice, which is
exported, then it would not be an export of the same goods. Therefore, in the present
case, the assessee will not be entitled to exemption under Sec. 5(3) of the Central
Sales Tax Act.'

Sale in the course of import.—It is well settled in the commercial world that a
bill of loading represents the goods and the transfer of it operates as the transfer
of goods. The delivery of the bill of lading while the goods are a float is equivalent
to the delivery of the goods themselves. The facts of the case is based upon
documents, show that the bill of lading had been endorsed in favour of SAIL while
the consignment of the coils was still upon the high seas. The sale, therefore was
a sale in the course of the import of the coils to the territory of India: it was effected
by transfer of the documents to the said coils before they had crossed the limits of
the customs station of Paradeep Port. The aforesaid sales being covered by the
provisions of the latter part of Sec. 5 (2) read with Sec. 2 (ab) of Central Sales-tax
Act, they are sales in the course of import and not liable to tax.2

Applicability of Sec. 5(3).—Section 5(3) would be applicable where the goods
which are sold or purchased have not undergone any transformation. In the instant
case what is purchased by the appellant are raw hides and skins and it is not the
same goods which are exported. Those raw hides and skins are then processed and
it is the dressed hides and skins which are exported. Therefore, Sec. 5(3) would
have no application.

CHAPTER III

INTER-STATE SALES TAX

6. Liability to tax on inter-State sales.—4[(l)] Subject to the other

p
rovisions contained in this Act, every dealer shall, with effect from such
[date] as the Central Government may, by notificationin the Official

Gazette. appoint, not being earlier than thirty days from the date of such
notification, be liable to pay tax under this Act on all sales6[of goods other
than electrical energy] effected by him in the course of inter-State trade or
commerce during any year on and from the date so notified:

7[PROVIDED THAT a dealer shall not be liable to pay tax under this
Act on any sale of goods which, in accordance with the provisions of
sub-section (3) of Sec.5, is a sale in the course of export of those goods out
of the territory of India.]

8[(1-A) A dealer shall be liable to pay tax under this Act on a sale of
any goods effected by him in the course of iriter-State trade or commerce
notwithstanding that no tax would have been leviable (whether on the seller
or the purchaser) under the sale-tax law of the appropriate State if that sale
had taken place inside that State.]

1. Satnam Overseas (Export) v. State of Haryana, A.I.R. 2003 S.C. 66 at p. 80.
2. Minerals and Metals Trading Corporation of India v. Sales Tax Officers, A.I.R. 1999 S.C. 121

at pp. 123, 124.
3. Shafeeq Shameel & Co. v. Assistant Commissioner, Commercial Taxes, (2003) 129 S.T.C.1

at p. 2 (S.C.).
4. Section 6 re-numbered as sub-section (1) of that section by Act 31 of 1958, Sec.3 (w.e.f. 1st

October, 1958).
5. Enforced from 1st July, 1957,vide Notification No. S.R.O. 940-A, dated 26th March, 1967,vide

Gazette cf India, Extraordinary,1957, Pt. II Sec. 3, p. 1233/1.
6. Ins. by Act 61 of 1972, Sec.2 (w.e.f. 1st April, 1973).
7. Ins. by Central Sales-tax (Amendment) Act, 1976 (103 of 1976), Sec.4 (w.e.f. 1st April, 1976).
8. Ins. by Act 28 of 1969, Sec.3 (retrospectively).
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1 [(2) Notwithstanding anything contained in sub- section (1) or
sub-section (1-A), where a sale of any goods in the course of inter-State
trade or commerce has either occasioned the movement of such goods from
the State to another or has been effected by a transfer of documents of title
to such goods during their movement from one State to another, any
subsequent sale during such movement effected by a transfer of documents
of title to such goods,-

(A) to the Government, or
(B) to a registered dealer other than the Government. if the goods

are of the description referred to in sub-section (3) of Sec.8,
shall be exempt from tax under this Act:

PROVIDED THAT no such subsequent sale shall exempt from tax
under this sub-section unless the dealer effecting the sale furnishes to the
prescribed authority in the prescribed manner and within the prescribed
time or within such further time as that authority may, for sufficient cause,
permit,-

(a) a certificate duly filled and signed by the registered dealer from
whom the goods were purchased containing the prescribed
particulars in a prescribed form obtained from the prescribed
authority; and

(b) if the subsequent sale is made-
(i) to a registered dealer, a declaration referred to in Cl. (a) of

sub-section (4) of Sec. 8, or
(ii) to the Government, not being a registered dealer, a

certificate referred to in Cl. (b) of sub-section (4) of Sec. 8:
PROVIDED FURTHER THAT it shall not be necessary to furnish the

declaration or the certificate referred to in Cl. (b) of the preceding proviso in
respect of a subsequent sale of goods if-

(a) the sale or purchase of such goods is, under the sales-ta, law
of the appropriate State, exempt from tax generally or is subject
to tax generally at a rate which is lower than 2 [four per
cent.](whether called a tax or fee or by any other name); and

(b) the dealer effecting such subsequent sale proves to the
satisfaction of the authority referred to in the preceding proviso
that such sale is of the nature referred to in Cl.(A) or Cl.(B) of
this sub-section.]

3 [(3) Notwithstanding anything contained in this Act, if-

(a) any official or personnel of-
(i) any foreign diplomatic mission or consulate in India; or
(ii) the United Nations or any other similar International

body,
entitled to privileges under any Convention to which India is a party or
under any law for the time being in force; or

(b) any consular or diplomatic agent of any mission, the United
Nations or other body referred to in sub-clause(i) or
sub-clause(ii) of Cl.(a),

purchases any goods for himself or for the purposes of such mission, United
Nations or other body, then, the Central Government may, by notification
in the Official Gazette, exempt, subject to such conditions as may be
specified in the notification, the tax payable on the sale of such goods under
this Act.]

1. Subs. by Act 61 of 1972, Sec. 2, for sub-section (2) (w.e.f. 1st April, 1973).
2. Subs. by Act 25 of 1975, Sec. 38, for 'three per cent." (w.e.f. 1st July, 1975).
3. Ins. by Finance Act, 2003 (32 of 2003), Sec. 161, dated 14th May, 2003.
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CLAIMED OTHERWISE THAN BY WAY OF SALE

COMMENTS
Benefit of exemption not available to Commission.—The exemptions apply to

sales of specified goods effected by the certified institutions and persons. The
Commission is not a certified person or institution. Therefore, the benefit of
notification in question is not available to Commission. '

Inter-State and Inter-State Sales tax—Liability to.—Any transaction which is
taxed as inter-State sale is not to be taxed again as inter-State sale, which appears
to be the view from the impugned order of High Court.ccordingly that part of the
High Court's order being incorrect has to be set aside.

3 [6-A. Burden of proof, etc. in case of transfer of goods claimed otherwise
than by way of sale.—(1) Where any dealer claims that he is not liable to pay tax
under this Act, in respect of any goods, on the ground that the movement of such
goods from one State to another was occasioned by reason of transfer of such goods
by him to any other place of his business or to his agent or principal, as the case may
be, and not by reason of sale, the burden of proving that the movement of those
goods was so occasioned shall be on that dealer and for this purpose he may furnish
to the assessing authority, within the prescribed time or within such further time
as that authority may, for sufficient cause, permit, a declaration, duly filled and
signed by the principal officer of the other place of business, or his agent or
principal, as the case may be, containing the prescribed particulars in the prescribed
form obtained from the prescribed authority, alongwith the evidence of despatch
of such goods 4[and if the dealer fails to furnish such declaration, then, the
movement of such goods shall be deemed for all purposes of this Act to have been
occasioned as a result of sale.]

(2) If the assessing authority is satisfied after making such inquiry as
he may deem necessary that the particulars contained in the declaration
furnished by a dealer under sub-section (1) are true he may, at the time of,
or at any time before, the assessment of the tax payable by the dealer under
this Act, make an order to that effect and thereupon the movement of goods
to which the declaration relates shall be deemed for the purposes o€. this
Act to have been occasioned otherwise than as a result of sale.

Explanation.—In this section, "assessing authority", in relation to a
dealer, means the authority for the time being competent to assess the tax
payable by the dealer under this Act.]

COMMENTS

Provisions of Sec. 6-A—When could not be attracted.—It is clear that till the
year 1971-72 the burden was on the revenue and not on the assessee. Moreover,
in the instant case, the Assistant Commissioner (Judicial) has recorded a finding
that no material was furnished by the department to establish that the sales made
by the respondent assessee were inter-State sales. In view of the said fact it is clear
that the order passed b the Tribunal does not suffer from any error of law and is
liable to be maintained.

Burden of proof.—In Commissioner of Sales-tax, U.P. v. Iron Traders,s the
Tribunal has clearly mentioned in its order that the department did not produce
any evidence to show that the sale made by the assessee was inter-State sales. A
careful reading of the order of the Tribunal indicates that it has proceeded on the
assumption that the burden was on the department to prove that the goods
despatched from Ghaziabad by the assessee to Surmala in Punjab was inter-State
sale. In fact, it was for the assessee to have furnished sufficient material and
evidence to prove that the said sale was inter-State sale. Since the Tribunal has
wrongly applied the law in deciding the appeal, the order passed by it cannot be
sustained.

1. Khadi & Village Industries Commission, Sattur v. State of T.N., 1998 (8) S.C.C. 546 at p. 547.
2. A.S. Chinnaswamy v. State of T.N., 1998 (8) S.C.C. 681 at p. 681.
3.

	

Ins. by Act 61 of 1972, Sec.3 (w.e.f. 1st April, 1973).
4. Ins. by Finance Act, 2002 (20 of 2002), Sec. 151.
5. Commissioner of Sales-tax, Uttar Pradesh v. Jawahar Niwar Factory, 1986 A.T.J. 535 at p. 535.
6.

	

1986 A.T.J: 319 at p. 320.
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How a dealer can discharge the burden.—Sub-section (1) of Sec.6-A of the Act
exempts consignment sales from Central Sales-tax but places the burden on the
dealer to prove that the movement of the goods was made in that manner and it
was not an inter-State sale. This sub-section also provides that the dealer may
furnish to the assessing authority a declaration in the prescribed form and within
the prescribed time. Rule 12(5) prescribes that form, which is in Form "F". The Form
shows that the declaration is to be furnished by the transferee to the transferor and
thereafter it has to be submitted to the assessing authority. There is nothing either
in Sec. 6-A or in Rule 12 of the Central Sales-tax Rules, 1957, to indicate that Form
"F" is intended by the Legislature to be the only method of discharging the burden
that lies on the dealer. No other provision of law has been brought to notice that
lies on the dealer. No other provision of law has been brought to notice which may
indicate that declaration in Form "F" is the only method which had to be adopted
by the dealer to discharge the burden which lies on him. The provision for furnishing
a declaration in Form "F" is only an enabling provision and it does not exclude other
modes of discharging the burden. In this connection reference may also be made
to a circular letter, dated 22nd January, 1974, issued by the Deputy Secretary to
the Government of India to all the Finance Revenue Secretaries of all State
Governments and the Union Territories. Thus, the legal position is that the dealer
can discharge the burden which lies upon him under sub-section (1) of Sec. 6-A by
other modes, as well, apart from submitting a declaration in Form "F" to the
assessing authority.

Scope of Sec. 6-A.-The scope of Sec. 6-A of the Central Sales-tax Act cne
up for consideration before the Court in Vgayamohini Mills v. State of Kerala.' It
was held that under Sec. 6-A(1) of the Central Sales-tax Act, the burden of proof is
on the dealer to prove that the movement of the goods was occasioned not by reason
of sale, but was occasioned by reason of transfer of such goods by him to any other
place of his business or to his agent or principal. The burden so cast on the dealer
may be discharged by furnishing the declaration as prescribed (F Forms), along
with the evidence of despatch of such goods. Furnishing of the declaration (F Forms)
is not compulsive or mandatory. It is only permissive. It is open to the dealer to
discharge the burden of proof cast on him, in any other manner, by adducing other
evidence. In other words, it is open to the dealer to discharge the burden of proof
cast on him either by furnishing the de(laration (F Forms), as enjoined by Sec. 6-A
(1) of the Central Sales-tax Act, or by adducing necessary proof in accordance with
law and show that the movement of the goods was occasioned not by reason of sale,
but was occasioned by reason of transfer of such goods by hirn to any other place
of his business or to his agent or principal. In other words, production of the
declaration (F Forms), as enjoined by Sec.3 6-A of the Central Sales-tax Act is not
compulsive. It is permissive. It is optional.

7. Registration of dealers.-(1) Every dealer liable to pay tax under this Act
shall, within such time as may be prescribed for the purpose, make an application
for registration under this Act to such authority in the appropriate State as the
Central Government may, by general or special Qrder, specify and every such
application shall contain such particulars as may be prescribed.

4 1(2) Any dealer liable to pay tax under the sales-tax law of the
appropriate State, or where there is no such law in force in the appropriate
State or any part thereof, any dealer having a place of business in that State
or part, as the case may be, may, notwithstanding that he is not liable to
pay tax under this Act, apply for registration under this Act to the authority
referred to in sub-section (1), and every such application shall contain such
particulars as may be prescribed.

Explanation.—For the purpose of this sub-section, a dealer shall be
deemed to be liable to pay tax under the sales-tax law of the appropriate

1. Commissioner of Sales-tax, Uttar Pradesh v. Agra Food Production Pvt. Ltd., 1984 U.P.T.C.
362 at pp. 364, 365.

2.

	

1989 (75) S.T.C. 63: (1989) 1 Ker.L.T. 515.
3. C.P.K. Trading Company v. Additional Sales Tax Officer, II Circle, Mattancherry, 1990 (76)

S.T.C. 21. 1 at pp. 217, 218 (Ker.); R.H. Enterprises v. C.S.T.,S.T.I., 1991 Delhi 1; C.S.T. v. Snehhar
Tubes Pvt. Ltd. 1994 U.P.T.C. 104 at p. 105.

4.

	

Subs. by Act 31 of 1958, Sec. 4 for sub-section (2) (w.e.f. 1st October, 1958).
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State notwithstanding that under such law a sale or purchase made by him
is exempt from tax or a refund or rebate of tax is admissible in respect
thereof.]

1 [(2-A) Where it appears necessary to the authority to whom an
application is made under sub-section (1) or sub-section (2) so to do for the
proper realization of the tax payable under this Act or for the proper custody
and use of the forms referred to in Cl. (a) of the first proviso to sub-section
(2) of Sec. 6 or sub-section (1) of Sec.6-A or Cl. (a) of sub-section (4) of Sec.8
he may, by an order in writing and for reasons to be recorded therein,
impose as a condition for the issue of a certificate of registration a
requirement that the dealer shall furnish in the prescribed manner and
within such time as may be specified in the order such security as may be
so specified, for all or any of the aforesaid purposes.]

(3) If the authority to whom an application under sub-section (1) or
sub-section (2) is made is satisfied that the application is in conformity with
the provisions of this Act and the rules made thereunder I [and the
condition, if any, imposed under sub-section (2-A), has been complied with],
he shall register the applicant and grant to him a certificate of registration
in the prescribed form which shall specify the class or classes of goods for
the purpose of sub-section (1) of Sec. 8.

1 [(3-A) Where it appears necessary to the authority granting a
certificate of registration under this section so to do for the proper
realisation of tax payable under this Act or for the proper custody and use
of the forms referred to in sub-section (2-A), he may, at any time while such
certificate is in force, by an order in writing and for reasons to be recorded
therein, require the dealer, to whom the certificate has been granted, to
furnish within such time as may be specified in the order and in the
prescribed manner such security, or, if the dealer has already' furnished
any security in pursuance of an order under this sub-section or sub-section
(2-A), such additional security, as may be specified in the order, for all or
any of the aforesaid purposes.]

2 [(3-B) No dealer shall be required to furnish any security under
sub-section (2-A) or any security or additional security under sub-section
(3-A) unless he has been given an opportunity of being heard.

(3-BB) The amount of security which a dealer may be required to
furnish under sub-section (2-A) or sub-section (3-A) or the aggregate of the
amount. of such security and the amount of additional security which he
maybe required to furnish under sub-section (3-A) by the authority referred
to therein, shall not exceed-

(a) in the case of a dealer other than the dealer who has made an
application or who has been registered in pursuance of an
application, under sub-section (2), a sum equal to the tax
payable under this Act, in accordance with the estimate of such
authority, on the turnover of such dealer for the year in which
such security or, as the case may be, additional security is
required to be furnished, and

(b) in the case of dealer who has made an application, or who has
been registered in pursuance of an application, under
sub-section (2), a sum equal to the tax leviable under this Act,

1.	Ins. by Act 61 of 1972, Sec.4 (w.e.f. 1st April, 1973).
2.

	

Ins. by Act 61 of 1972, Sec.4 (w.e.f. 1st April, 1973) and subs. by Central Sales-tax
(Amendment) Act, 1976 (103 of 1976), Sec. 5 (w.e.f. 7th September, 1976).
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in accordance with the estimate of such authority on the sales
to such dealer, in the course of inter-State trade or commerce
in the year in which such security or, as the case may be,
additional security is required to be furnished, had such dealer
been not registered under this Act.]

1 [(3-C) Where the security furnished by a dealer under sub-section
(2-A) or sub-section (3-A) is in the form of a surety bond and the surety
becomes insolvent or dies, the dealer shall. within thirty days of the
occurrence of any of the aforesaid events, inform the authority granting the
certificate of registration and shall within ninety days of such occurrence
furnish a fresh surety bond or furnish in the prescribed manner other
security for the amount of the bond.

(3-D) The authority granting the certificate of registration may by
order and for good and sufficient cause forfeit the whole or any part of the
security furnished by a dealer,-

(a) for realizing any amount of tax or penalty payable by the dealer:
(b) if the dealer is found to have misused any of the forms referred

to in sub-section (2-A) or to have failed to keep them in proper
custody:

PROVIDED THAT no order shall be passed under this sub-section
without giving the dealer an opportunity of being heard.

(3-E) Where by reason of an order under sub-section (3-D) the security
Burnished by any dealer is rendered insufficient. he shall make up the
deficiency in such manner and within such time as may be prescribed.

(3-F) The authority issuing the forms referred to in sub-section (2-A)
may refuse to issue such forms to a dealer who has failed to comply with
an order under that sub-section or sub-section (3-A). or with the provisions
of sub-section (3-C) or sub-section (3-E), until the dealer has complied'with
such order or such provisions, as the case may be.

(3-G) The authority granting a certificate of registration may, on
application by the dealer to whom it has been granted. order the refund of
any amount or part thereof deposited by the dealer by way of security under
this section, if it is not required for the purposes of this Act.

(3-H) Any person aggrieved by an order passed under sub-section
(2-A), sub-section (3-A). sub-section (3-D) or sub-section (3-G) may, within
thirty days of the service of the order on him, but after furnishing the
security, prefer, in such form and manner as may be prescribed, an appeal
against such order to such authority (herein after in this section referred
to as the "appellate authority") as may be prescribed:

PROVIDED THAT the appellate authority may, for sufficient cause,
permit such person to present the appeal,-

(a) after the expiry of the said period of thirty days; or

(b) without furnishing the whole or any part of such security.
(3-I) The procedure to be followed in hearing any appeal under

sub-section (3-H), and the fees payable in respect of such appeals shall be
such as may be prescribed.

(3-J) The order passed by the appellate authority in any appeal under
sub-section (3-H) shall be final.)

2 [(4) A certificate of registration granted under this section may—

1.	Ins. by Act 61 of 1972, Sec.4 (w.e.f. 1st April, 1973).
2.

	

Subs. by Act 31 of 1958, Sec. 4, for sub-section (4) (w.e.f. 1st October, 1958).


