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PETI TI ONER
COW SSI ONER OF SALES TAX, M P.

Vs.

RESPONDENT:
MADHYA BHARAT PAPERS LTD.

DATE OF JUDGVENT: 18/ 01/ 2000

BENCH
R C. Lahoti, N. Santosh Hedge

JUDGVENT:

R C. LAHOTI,  J.

In exercise of the powers conferred by sub-Section (5)
of Section 8 of/ the Central Sales Tax Act, 1956, the
Gover nirent of Madhya Pradesh i ssued a notification
No. F. No. A3-41-81(31)-ST-V Dated the 29t h June, 1982 all ow ng
exenption from paynent of tax to certain dealers subject to
satisfying the requirements of the notification. The
rel evant part of the notification reads as under: -

NOTI FI CATI ON

F. No. A3-41-81(31)-ST-V Dated the  29th June, ' 1982.
VWereas, the State Governnent is satisfied that it is
necessary so to do in the public interest;

Now, therefore, in exercise of the powers conferred by
sub-section (5) of Section 8 of the Central Sales Tax Act,
1956 (No.74 of 1956), the State Governnment hereby ~directs
that no tax under the said Act shall be payable with effect
from the Ist July, 1982, by the dealers specified in colum
(1) of the Schedul e bel ow, who have set up industry in any
of the districts of Madhya Pradesh specified in the annexure
to this notification (........... ) in respect of sales in
the course of inter- state trade or comrerce of goods
produced / manufactured by them for the period specified in
colum (2), subject to the restrictions and conditions
specified in colum (3) of the said Schedul e: -

SCHEDULE

Class of dealers Period Restrictions and conditions
subj ect to which exenpti on has been granted.

(1) (2) (3)

XXX XXX XXX XXX

2. Dealers who -

a) are registered in the case The dealer specified
under the Madhya of an industry in colum (1) shall Pradesh
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General located in a continue to furnish Sales Tax Act,
district the prescribed 1958 (No.2 of 1959) specified in
returns wunder the and the Central Sales category ‘A of
Central Sales Tax Tax Act, 1956 (No. Part-11 of the
Act, 1956 (No.74 to 1956). Annexure, up to 1956), and shal

the date on produce before the which period assessing
authority of 3 years, at the tinme of his beginning from

assessment a certi- the date of ficate i ssued by
comencenent t he ( I ndustries of production
Conmi ssi oner ) Madhya expires. Pradesh, or any of ficer

authorised by him for the purpose,certifying that such
dealer is eligible to claim

the exenption from paynent of tax and that he has
opted for the schene of exenption from paynment of tax under
the Madhya Pradesh General “Sales Tax Act, 1958(No.2 of 1959)
Under the separate Revenue Department Notification No.
A-3-41-81(35)-ST-V dated 23.10. 81.

XXX - XXX-XXX XXX

The respondent, a public |imted conpany, is a new
i ndustrial unit engaged in manufacture and sal e of paper at
Chanpa in the backward tribal area of District Bilaspur in
the State of Madhya Pradesh. 1t is not disputed that the
respondent industrial wunit satisfies the requirenments of
Colums (2) and (3) of the notification. It is also not
disputed that the respondent was registered as. a dealer
under the MP. General Sales Tax Act, 1958 as also under
Section 7(2) of the Central Sales Tax Act, 1956. The
registration under the Central Sales Tax Act is dated
12.11.1981. Havi ng taken into consideration the two | sal es
tax registrations as ‘dealer’ under the two Acts i.e., the
State and the Central Acts, the Directorate of |Industries
issued a certificate of eligibility dated 19.2.1985 for
exenption from paynent of sales tax whereby it was certified
that the respondent was a new

unit having gone into production on 10.1.1984 i .e.
after 1.4.1981 and as such eligible for —exenption from
paynment of sales tax. It was also certified that the wunit

being located in District Bilaspur - category Backward “A,
was eligible for exenption for the period upto 9.1.1987.

The Assistant Conmm ssioner of Sales Tax formed an
opinion that for the purpose of claimng benefit of the
exenption notification a dealer registered under the State
Act has also to be registered under sub-section (1) of
Section 7 of the Central Sales Tax Act but the respondent
was regi stered under sub-Section (2) and not sub-Section (1)
of Section 7 of the Central Sales Tax Act and therefore was
not entitled to the benefit of the exenption notification
dated 29.6.1982. The Appellate Deputy Conmm ssi oner agreed
with the Assistant Commi ssioner. |In an appeal preferred by
the respondent the Board of Revenue reversed the finding of
the authorities below and held that on the basis of the
certificate of eligibility issued by the Directorate of
Industries, the respondent was entitled to exenption from
payment of sales tax and therefore the assessment and
consequential penalty were unwarranted.

At the instance of the Revenue the follow ng question
was stated for the opinion of the H gh Court under Section




http://JUDIS.NIC IN SUPREME COURT OF | NDI A

Page 3 of 5

44 of the MP. GCeneral Sales Tax Act:-

"Whether on the facts and circunstances of the case,
the Tribunal was justified in holding that the dealer is
eligible to avail of the exenption under Separate Revenue
Departnment Notification No. A-3-41-81-(31)-ST-V, dated
29.6.82 in respect of the Inter State sale of goods
manuf actured by himby virtue of his holding an eligibility
certificate in fulfilment of one of the conditions laid down
in the said notification for eligibility, although he was
not holding a Registration Certificate under sub-section (1)
of Section 7 of the Central Sales Tax Act, 1956."

The High Court of Mdhya Pradesh has answered the
guestion in favour of the respondent-assessee formng an
opinion that the eligibility certificate issued by the
Directorate of Industries was conclusive and binding on the
assessing authorities and they could not go into the
guesti on —whether the respondent-assessee was eligible for
the benefit of exenption inspite of his holding the
eligibility certificate by entering into the question of the
respondent’s registration whether it was under sub-Section
(1) or (2) of Section 7 of the Central Sales Tax Act.
Feeling aggrieved the Revenue has conme up in appeal before
this Court.

It was submitted by the learned counsel for the
appellant that on a full reading of the notification and
pl acing a reasonabl e construction thereon the expression -
. regi stered under the Central Sales Tax, 1956", as
enployed in the first colum of the notification

shoul d be understood as neani ng the registrati on under
sub- Section (1) of Section 7 of the Central Sales Tax Act;
regi stration under sub-Section ((2) of Section 7 of the
Central Sales Tax Act is not covered by the expression and
is of no relevance for the purpose of clainmng exenption
under the notification

Section 7 of the Central Sales Tax Act (rel evant part
thereof) reads as under

Regi stration of dealers -

(1) Every dealer Iliable to pay tax under this Act
shall, wthin such time as may be prescribed for. the
pur pose, make an application for registration under this Act
to such authority in the appropriate State as the ~Centra
CGovernment nmay, by general or special order, specify, and
every such application shall contain such particulars as may
be prescri bed.

(2) Any dealer liable to pay tax under the sales tax
law of the appropriate State, or where there is no such | aw
in force in the appropriate State or any part thereof, any
deal er having a place of business in that State or part, as
the case may be, may, notwi thstanding 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 prescri bed.

Expl anation - For the purpose of this sub-section, a
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deal er shall be deenmed to be liable to pay tax wunder the
sales tax |aw of the appropriate state notw thstandi ng that
under such |l aw a sale or purchase nade by himis exenpt from
tax or a refund or a rebate of tax is admissible in respect
t her eof .

XXX XXX XXX

A bare perusal of the above quoted provision goes to
show that every dealer liable to pay tax under the Centra
Sal es Tax Act shall secure a registration under sub-Section
(1) of Section 7. Such dealers as have a place of business
in a State and are not |liable to pay tax under the Centra
Act may still have themsel ves registered under sub-Section
(2) of Section 7 of the Central Sales Tax Act if (i) they
are dealers liableto pay tax under the Sales Tax | aw of the
appropriate State (notw thstanding the fact that the sales
or purchases nade by themare exenpt fromtax or a refund or
a rebate of tax is adm ssible in respect thereof), or (ii)
there is no State Legislation attracting liability to pay
tax on such dealers. Such a prayer for registration shal
be made to the sane authority who grants registration under
sub Section (1). Registration under sub-section (1) is
conpul sory; registration under sub-section (2) is optional
For the purpose of securing a regi stration under sub-section
(2) abovesaid the deal er need not necessarily be liable to
pay any anount of tax.

The |earned counsel for the appellant submtted that
the dealers liable to pay tax under the Central ‘Act have
been dealt wth only under sub-section (1) of Section 7;
sub-section (2) refers to registration under the sales-tax
| aw of the appropriate State if there beone in force and in
as nuch as the relevant notification dated 29.6.1982 deals
wi th exenption from paynment of tax under the Central Act, it
is necessary that the deal er should have been registered
under sub-section (1) of Section 7 of the Act. However, we
find no nerit in the contention. The |anguage of the
notification is plain and sinple. It admits  of no
anmbi guity. The requirenment of Colum (1) is satisfied if
the dealer is registered under the State Act and the Centra

Act - bot h; it is immterial whether the registration under
the Central Act is under sub-section (1) or sub-section(2)
of Section 7. A registration under sub-section (2) of
Section 7 is certainly a registration under the  Central
Sales Tax Act. This is clear fromthe | anguage of sub-
section (2) of Section 7 which speaks, inter alia, -

....Mmay, 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)...."

The |learned counsel for the respondent-assessee has
rightly pointed out that the certificate of registration
‘valid from 12.11.1981 until cancelled was secured by the
respondent though on the date of registration it was not
liable to pay tax under the Central Act. Liability to pay
tax arose on comencenent of production and business on
10. 1. 1984 whereafter exenption from paynent of sal es-tax was
clainmed wunder the notification. Wthout regard to the fact
whet her the assessing authority was entitled to go behind
the certificate of eligibility issued by the Directorate of
Industries, the entitlenent of the respondent for exenption
from paynent of tax under the notification was clearly nmade
out as the requirenents of Columm (1) of the notification
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were al so satisfied

The appeal is held liable to be disnssed though for a
reason different fromthe one assigned by the Hgh Court.
The question referred to for the opinion of the H gh Court
is answered in favour of the assessee and against the
Revenue. Accordingly, the appeal is dismssed. No order as
to the costs.




