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PETI TI ONER
Ms. STEELWORTH LTD.

Vs.

RESPONDENT:
STATE OF ASSAM

DATE OF JUDGVENT:
16/ 01/ 1962

BENCH

ACT:

Sal es Tax- Provi nci al legislation inposing tax
in certain circunstances-Constitutional validity-
Amendnent - Ef f ect- Assam Sal es Tax. Act, 1947 (Act,
XVIl of 1947), as ~amended by Assam Sales Tax
(Anendrent Act, 1960) (Act, ~ XliIl of 1960) s. 15
(1) (b) (i) (b) and (c)-Constitution of India,
Arts. 14, 19 (1)(f).

HEADNOTE:

The petitioner carried on busi ness of
manuf acturing, selling and supplying iron and
steel materials in the State of ‘Assam Before the
Assam Sal es Tax Amendment Act of 1960, it held a
registration certificate under which ~all its
purchases for use in manufacture or production of
goods taxable wunder the Act were exenpted from
Sal es Tax, but after the anmendment it became
liable to pay tax on those goods: It was contended
that by omssion of sub-cl. (b), ~discrimnation
was i ntroduced by di fferentiating bet ween
materials bought for articles to be supplied
against a contract and articles produced and sold
by the petitioner and that this was not a
reasonabl e cl assification
590
based on any intelligible differentia and
therefore, the anmendnent by Act Xl of 1960, was
violative of Arts. 14 and 19(1) (f) of the
Consti tution.

N

Hel d, that the object of the anmendi ng Act was
to raise revenue for the State. It was for the
legislature to decide as to what articles it
shoul d tax and what articles it should not tax and
if it decided to inpose the tax on certain
articles it thought necessary, that was a question
of policy into which the courts cannot enter and
in such ci rcunst ances per se there is no
di scrimnation. Besides, the provision against
di scrimnation was not on articles but on persons
and the petitioner failed to show how the
i mposition of this tax was an unreasonabl e
restriction on the right to carry on trade.

JUDGVENT:
ORIG NAL JURI SDICTION Wit Petition No. 184
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of 1961.

Petition under Art. 32 of the Constitution of
India for enforcenment of Fundanmental Rights.

C B. Agarwala, R L. Agarwala and P. C
Agarwal a, for the petitioner

Naunit Lal, for the respondents.

1962. January 16. The Judgnent of the Court
was delivered by

KAPUR J.-This is a petition under Art. 32 of
the Constitution challenging the legality of the
amendment introduced in s. 15 of the Assam Sal es
Tax Act, 1947 (Act XVII of 1947), by s. 2 of the
Assam Sal es Tax (Anmendnent) Act, 1960 (Act XIIIl of
1960), by which sub-s. (b) of item (i) of sub-cl
(b) of «cl. (1) was deleted and thereby sal es of
goods to a registered dealer intended for use in
producti on of goods for~ sale ~becane liable to
sal es tax.

The appellant ~Conpany is “a limted conpany
carrying 'on~ in the State of Assamits business of
manuf acturing, selling and supplying iron and
st eel materi al s. It held a Registration
Certificate under the Assam Sales Tax Act, as it
was before the amendnent” of 1960. Under that Act
all its purchases for wuse in manufacture or
producti on of goods taxable under the  Act were
exenpt from sales tax but after the amendnent of
the Act there was a deletion in

591
the Registration Certificate of certain _goods,
e.g., cast iron, iron plates, steel bars and

gal vani sed wire which were used by the petitioner
in the manufacture of its finished products which
were also taxable in the State. ~Consequently it
has becone liable to pay tax on those goods
purchased for use in the nmanufacture of goods and
the cost of production has thereby gone up

Three points were raised by the petitioner:-

(1) that the amendnment introduced by Act Xl I
of 1960 is violative of Art. 14 because it
di scrimnates between manufacturers —who supply
goods according to orders received and others who
manuf acture goods on their own account and sel
t hem

(2) that the restriction inmposed by the
Amendi ng Act is excessive and violative of Art. 19
(1)(f); and

(3) t hat t he r ef usal to amend the
Registration Certificate by not reinstating the
articles nentioned above affects the rights of the
petitioner Conpany under Art. 19(1) (f).

For the purpose of deciding these questions
it is necessary to refer to the schene of the
Assam Sal es Tax Act, 1947 (Act XVII of 1947). By
s. 2(2)(a)(b) of that Act 'Contract’ is defined

as:
"2. In this Act, unless there is
anyt hi ng repugnant in the subj ect or
cont ext, -

(2) "contract"™ means any agreenent for
carrying out for cash or deferred paynent or
ot her val uabl e consideration, -

(a) t he preparati on, contruction
fittingout, inprovenment or repair of any
noveabl e property or of any building, road,
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bri dge or other i moveable property, or

592
(b) the installation or repair of any
machinery affixed to a building or other

i moveabl e property.”

Section 9 of that Act provides for compul sory
registration. Section 12 provides that a dealer
regi stered under s. 9 shal |l be granted a
certificate of registration which shall specify
the class or classes of goods in which the said
deal er carries on business and such ot her

particulars as may be prescri bed. Secti on
15(1)(b)(i)(b) and (c) deals wth exenptions. It
reads: -

"15 The net turnover shall be determ ned
by deducting from dealer’'s gross turnover
during any given peri od-

(1) his turnover during that period on

(&)« .. . o o e e

(b) sale to a registered deal er of-

(i) goods specified in the purchasing
dealer’s certificate of registration as being
i ntended by him for-

(a) ... /oo o0 oo ool o

(b) use in manufacture or production of
any goods, the sale of which is taxabl e under
this Act,

(c) use in the execution of any

contract."

Sub-cl ause (b) has now been omitted by the
amendi ng Act above referred to as a result of
which from the gross turnover of a dealer goods
specified in the certificate of registration as
being intended by him for use in manufacture or
production of any goods for sale ~has now been

omtted.
The argurment raised was that by the onission
of sub-cl. (b) discrimnation was intended as

between materials which were to be wused for
manuf acture of goods and to be sold on their own
account by the petitioner Conpany and nmaterials
which were purchased for wuse in the execution of
any contract,

593

It was also contended that the object of the
amendment of the Sales Tax Act was to prevent
evasi on of Sales Tax by manufacturing goods and
sending them out of the State and therefore that
obj ect could have been achieved by taxing only
those nmaterial which were so intended. The
amending Act is really a part of the General Sales
Tax Act of the State of Assamthe object of which
isto raise revenue in the State. It is for the
Legislature to decide as to what articles it
shoul d tax and what articles it should not tax and
if it decided to tax certain articles in order to
effectuate its policy it is difficult to see how
that would introduce discrimnation. But it was
argued that discrimnation is i ntroduced by
differentiating between materials bought for
articles to be supplied against a contract and
articles produced and sold by the petitioner and
that this was not a reasonable classification nor
was there any intelligible differentia in this
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classification. In our opinion this argunment is
wi thout force. The Legislature, having chosen the
articles on which it thinks necessary to inpose a
tax, has decided to inmpose the tax and it is
difficult to see how it can be said that the goods
suppl i ed agai nst a contract and goods manuf actured
and sold by the petitioner are simlarly situated.
Besi des the provision against discrimnation is
not on articles but on persons.

It has not been shown how the inposition of
this tax is an wunreasonable restriction on the
rights of the petitioner to carry on trade, but it
was submitted that by this neans the petitioner
will not be able to conmpete with the nanufacturers
outside the State of Assam Assuming that this is
so, it is clear that goods which are purchased are
put to different -uses ~and if the |legislature
thi nks that certain classes of goods should pay
the tax and not others that is a question of
policy into  which the courts cannot enter. W can
only say that-in such circunstances, per se there
is no discrinmnation. There “is no force in the
second contention either.

594

In view of our decision on these two points
the third point, that is, the refusal of the Sales
Tax OFficer to anend the registration certificate

wi Il have no force

In the result this petition fails and s
di sm ssed and the “rule i-s _~di schar ged. The
petitioner will pay the costs of the respondent.

Petition-di snm ssed.




