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AMENDMENTS 

TO THE CENTRAL SALES TAX
ACT, 1956 BY THE FINANCE ACT, 2006

(21 of 2006)

[18th April, 2006J

71. Amendment of section 14 of Act 74 of 1956.-ln the Central Sales Tax Act, 1956,
in section 14, after clause (v), the following clause shall be inserted, namely:-

"(va) liquefied petroleum gas for domestic use;".
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THE CENTRAL SALES TAX ACT, 1956

INTRODUCTION
By the Constitution (Sixth Amendment) Act, 1956 certain amendments were

made in the Constitution, whereby (a) taxes on sales or purchase of goods in thecourse 
of inter-State trade or commerce were brought expressly within the

purview of the legislative jurisdiction of Parliament, (b) restrictions could be
imposed on the powers of State legislatures with respect to the levy of taxes on
the sale or purchase of goods within the State where the goods are of special
importance in inter-State trade or commerce. To provide for the legislation
authorised by the Constitution as amended by the said Amendment Act of 1956
the Central Sales Tax Bill was introduced in the Parliament.

STATEMENT OF OBJECTS AND REASONS
In the interest of the national economy of India certain amendments were

undertaken in the Constitution by the Constitution (Sixth Amendment) Act, 1956,whereby-

(a) taxes on sales or purchases of goods in the course of inter-State trade
or commerce were brought expressly within the purview of the
legislative jurisdiction of Parliament;

(b) restrictions could be imposed on the powers of State legislatures with
respect to the levy of taxes on the sale or purchase of goods within the
State where the goods are of special iI;nportance in inter-State trade or
commerce.

The amendments at the same time authorised Parliament to formulate
principles for determining when a sale or purchase takes place in the course of
inter-State trade or commerce or in the course of export or import or outside a
State in order that the legi$lative spheres of Parliament and the State legislaturesbecome 

clearly demarcated, In the case of goods of special importance in inter-
State trade or commerce, a law of Parliament is to lay down the restrictions and
conditions subject to which any State law may regulate the tax on sales or
purchases of such goods in the State.

2. This Bill seeks to provide for the legislation authorised by the Constitution
as amended above with a view to enabling the State Governments to raise
additional revenues by levying tax on inter-State transactions which are at
present immune from tax under their respective sales tax laws. After taking into
account the recommendations of the Taxation Enquiry Commission and in
consultation with the States the Government of India were of the view that the
following principles should govern the scheme of the detailed legislation on the
three inter-related subjects:

(i) The Central Government should authorise the State Governments to
impose on behalf of the Central Government tax on the sale or purchase
of goods in the course of inter-State trade or commerce. The Central
legislation should also delegate to the States the Central Government's
power to levy and collect the tax and for this purpose prescribe the same
system of registration, assessment, etc., as prevails in the States concerned
under their own sales tax system.




