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Atthe outset, | thank your goodsels f?: t?;c: Respected Chaimman, Sir.
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Even during the last year's Budget, the Hon. Chief Minister had
announced a long-term taxation policy for fostering a stable, clear and
friendly taxation environment, for stimulating industrial growth and
commerce in Tamil Nadu. As a follow-up measure, the Sales Tax
Reforms Committee was constituted in which | had the pleasure to serve
as a Member along with distinguished personalities such as the hon.
Fellow Member of the Assembly, Thiru Chokkar.

In the course of this exercise, | had the opportunity to interact, discuss
and deliberate on the various problems faced by both the trading
community and the tax authorities. This has prepared me well to
understand the ground realities to be able to put forward before the
esteemed Members of this august House, my following views. There are
many issues to discuss, but considering the time, | wish to speak on only
a few.

(ppusew 11-10

One of the noteworthy features of the State Government Budget for
1997-98 is the exemption from Sales Tax given to all raw materials
purchased within the State by 100% Export Oriented Units and Units
located in the Madras Export Processing Zone. This is commendable.
But this export promotion measure would not achieve the purpose in full
if the Industries other than E.O.Us which are situated outside the Export
Processing Zone are not extended this benefit. This should be reviewed.

The other matterto be consideredis the tax incidence on the premium
received on the sale of REP Licences and Exim Scrips, which are given
as export incentives by the Central Government. My plea is that the
beneficiary exporter, who is the first seller of such licences should not be
taxed, since he uses this to offer competitive prices in the international
market, resuting in more exports and the gains to the country.

Ourrespected Chief Minister and the Minister for Industry, Government
of India, Hon'ble Thiru Murasoli Maran are leaving no stone unturmned to
put Tamil Nadu in the top spot of the industrial map of India.
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It is an extension of this thinking that makes me appeal, on behalf of
the Exporters from Tamil nadu, that the above mentioned requests may
please be conceded, in the interest of the export trade of this State.

It will be interesting to note that States like Gujarat, Andhra Pradesh,
Madhya Pradesh, Uttar Pradesh, Rajasthan, Orissa, Punjab, Haryana,

Delhi and West Bengal do not levy sales tax on the transfer of REP
Licences and Exim Scrips.

However, | am very much in favour of levying sales tax on the
premium received by the second and subsequent seliers of these R.E.P.
Licences/Exim Scrips because the traders, who buy these licences from

the original exporters, indulge in such sales only for profit through
speculation.

As the President of a Primary Milk Producers' Co-operative Society,
itwill not be out of place for me to discuss the matter of sales tax on cattle
feed.

The Hon. Chief Minister in his latest Budget speech has clearly spelt
out that cattle feed is exempt from sales tax. When the farming
community was applauding and appreciating the Government for having
granted their long term demand, due to non-deletion of the entry in item
12 of Part 'B' of | Schedule consequent to this announcement, the tax
authotities contend that the present Budget gives exemption only to

items such as Hay, Husk, Straw and Rice Bran which, in any case, have
not been taxed so far.

| wonder how tax exemption can be extended to items which are
already not taxed. Therefore, to give effect to the Hon. Chief Minister's
good intention of helping the farming community, it is only proper that
cattle feed (compounds) should be removed from the entry under Item
12, in the | Schedule under Part 'B' leaving FEED SUPPLEMENTS and
CONCENTRATES untouched, and that too only if need be. Thiswillthen

put cattle feed on par with poultry feed and fish meal which are also
compounds that are not taxed at present.
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to the taxes imposed on the edible oil industry in
ger:er:zgr,ar:gc;;z ::):conut industry in particular. As the_hon. membgrs ':)f
this House will be aware, about 75% of the cocoupt oil .prodL.xce.d in _;he
State is processed in my Kangeyam constituency, in Periyar Dustngtd oog
coconut processing industry in Kangexam employs more than 30, ,
people either directly or indirectly. Tamil Nadu is me largest producer 0
conut, though the largest acreage cuitivated is in Kerala. Thergfore,
vcv(:e need to take care of this industry which has very good potential.

ppusee 11-15

i idered opinion that there is a heavy tax evasion in the Oil
lnd::;tsr;n :scsouncst:(.jﬁ'his ispbecause of the higher rate§ oftaxesin this State
as compared to the taxes charged in the neighbouring States. | smcere:y
feel that if the tax on Oil, Oil seeds anq Cakes are brought down to 1%
flat, the tax revenue will increase cqnsuderably since the n.eed tp spend
1 to' 1%% as incidental expenses which they are now incurring will ngt be

ny more necessary. | appeal to the Hon. Chief Mgnuster to kindly
: yc:edethis justified request. if need be, this tax reduction measure can
gznreviewed after, say, six months as proposed in the casg'of Cotton,
Zari, Man-made yam and Fibre. in case the anticipated additional sales
tax ;evenue does not materialise, status quo ante can be restored. For
any reason should this proposal be not acceptable, | have yft another
suggestion to make. Copra which has now been tgxed at 2% both for
internal and inter-State sales, should be made avanlabileotax_-free to tr!e '
crushers in Tamil Nadu which will reduce th.e presept 3% qlfference in
the tax structure between Kerala and Tamil qadu in Kerala's favour, to
1%%. This will give a big boost to the Tamil Nadu Coconut !qdustry.
However, this concession should be made subject to ?he condition that
the outputs—thatis Oil-65% yield andthe Cake-33% yuel_d §hou|d matgh
the tax-free input of Copra, which will be taxe_d atthe gxnstmg rate. This
thinking may be extended to the other edibie oil Industries also. Ifeelthat
this is yet another way of bringing in more people voluntarily into the tax
net.

As it is, the Handloom Sector is facing a major crisis. qu how long
rebate on sales will continue is a question which every genuine weaver
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is asking these days. This industry is also facing threat from the power
loom Industry which has made inroads into the items reserved exclusively
for the handloom sector. Under the circumstances, the issue of taxing
goods made up from handloom cloth like Pillow covers, could necessarily
and should necessarily be reviewed and exempted from sales tax.

Consignment Sales is another big problem. Today every dealer big
or small, in Tamil Nadu, who is doing consignment sales is a much
worried and harassed person. This is because the dealers' claims that
these transactions are consignment sales are not being accepted by the
authorities, though they produce Form 'F' evidencing movement of
goads autside the State Agency Agreement and the agent's sale 'pattials’
for sales outside the State which is the practice throughout India. But in
Tamil Nadu, the Department is insisting on a lot mare details based on
acircularofthe Special Commissioner and Commissioner for Commercial
Taxes in Acts Cell 11/124278/94, dated 23-12-94. Whereas the Madras

High Court in its Judgement in 96 STC 98-A. Dhandapani Vs. State of
Tamil Nadu, has held.

() That Sec. 6A of the CST Act, 1856 is optional and that if the
dealer chooses to file Form 'F’ declaration, the authority should consider
the truth of the particulars contained in this Form 'F’ declaration.

(i)y Thatthe authority can only call for information which is relevant

to consider the declaration in Form 'F' and the particulars contained
therein.

(i) That Rule 4 (3A) of the CST (Tamil Nadu) Rules, 1957 is only
directory and not mandatory and therefore, cannot be insisted upon.

In fact, copies of the bills issued by the agent outside the State
cannot be required to be produced,

Despite the clear ruling, the confusion has arisen because in Rule 4
(3A) ofthe CST (Tamil Nadu) Rules, 1957, the word 'shalf' is used instead
of the word 'may' and also because in Rule 4 (3A) (d) of the CST (Tamil
Nadu) Rules, 1957, it is required to produce the copy of the bilis issued
by the agents, which is in addition to the sales pattial already being
submitted. { do agree that of late a few big companies have wronged in
this matter. This should not be taken as a criterion to judge others.
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Our Government which is well known for upholding democratic rights
and faimess, | am sure, agrees with my view that all traders are honest
unless proved otherwise. Unnecessary and unwarranted harassments
will only marthe excellent reputation of the trader and consumer- friendly
Government. Therefore, | appeal to the Hon. Chief Minister and the
Minister for Commercial Taxes to kindly direct the authorities to viewthe
matter in the proper perspective and clear all pending assessments
which have been held up causing great inconvenience to the traders
especially to the Chilly traders in Pollachi, only because of wrong
interpretation.

My observations are but a small contribution to the tireless efforts put
in by our beloved leader to rationalise the tax structure for providing
greater transparency of tax rates and simplification in collection. Where
there is a will, which our revered leader has in abundance, there is a way.
Under his able leadership, | have not an iota of doubt that our State will
make rapid progress and grow in all directions. This is truly a golden rule.
We are blessed. Thank you.
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