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REPORT OF. THE BOMBAY SALES TAX ENQUffiY COMMITTEE. 

I. TEllll8 OP RBPERENOB. 

In a Press Note dated the 4tli September 1~46, the Government of Bomb,..,. 
nnnonnood toot " J!' the light of the publio scrutiny to which the Bombay Bales Tax 
Act, 1946, hae been subjected, Government proposes to revise it in as comprehensive 
a manner as possible and to submit the reviSed measure to the Legislature before 
the end of the current financial year. An expert unofliciBl committee will bt< 
appointed to advise Govemm~nt in this work of revision." 

· 2. Accordingly, our Committee was appointed under Government Resolution, 
Fjnanae D!3Jarlment No. 6491/33, dated 12th October 1946, which ia reproduced 
below:- · . . 

. . 
" In view of the criticisms and suggestions made by the various trade associa­

t.iona and the general public regarding the provisions of the Bombay Bales Tax 
Aot, 19~6, Government hae decided to appoint the following Committee to make 
recommendation~ for its revision.:- -

Mr. D. R. Gadgil, lii.A., M.Litt.,_Director, Gokbale Institute 
of Polities and Economios, Poona 

Mr. Mahomed Husein Hasoom Premji, B.A., President, Inruan 
Merchants' Chambn and Mr. Shantilal Shah, B.A., LL.B., 

Chairman. 

Member, Legislativo Council ,,. Member sa 

llir, P. S. Nadkarni, B.A. (Hons.), Special Officer (Reconstruction Finanoe), will 
act as Secretary to the Committee. · 

" 2. The terms of reference to the Committee are as follows :-

(i) to consider whether the scheme of sales tax adopted in the Bombay 
Sales' Tax Act, 1946, and the Rules thereunder requires modificatioD ; 
and 

(ii) if so, to indicate the lines of modification." 

3. Under the terms of reference, the c;,mmittee has been given a wide scope for 
indicating whether the scheme of sales tax under the present Act needs modllication. 

-The Finance Mmister in referring to these terms in his reply to a non-<>fficial Resolu­
. tion on t.he sales tax in the kgislative ~embly interpreted them as enabling the 
Committee, if it so desired, to suggest modification in the present Act to the point 
of abolition of the t~ales tsx itself. We feel toot the ter!lll of reference give us full 
lihertv to suggest any essential modiiiestions in the present scheme itself or to devise 
and r~commend any other scheme of sales taxation. An abolition could, however, 
be recouunended by us under the terms of reference oDiy if we found that with no 
modifications whatever could a sales tax be made workable in this Province. As 
such a position is obviously untenable, we -think toot it is not <>pen to us to recom­
mend esncellation or abolition of· the sales tax. We bve accordinglv confined 
ourselves to examining the scheme of sal.., tsx nudor the present Aot in all its aspe<:ts 
";th a view to recommending modiiiestions in the basis, method and procedure of 
levying sale tax, which in our opinion, wonld meet the requirements of all intM-AAt~ · 
<"oncerned. · 
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II •. · Till! Bo>tnA..: S.u.EB TAX Acor, 1946-lTs GENESIS, FORMATION OF·\>'l11Um'tiBE 
AND IMPOSITION. 

4. The sales tax is at )>resent also levied in the Provinces of Madras, the Punjab, 
Ben!!lll and Bihar. In Bombay under the Bombay Sales Tax Act, 1939, an attempt 
was first mado te levy sales tax on se),.,ted articles, included in its schedule at a rate 
not e:rcocding 6f per cent. Only two articles, viz., motor spirit and manufactured 
cloth were included in the •chedule. The ta:r was levied on motor spirit and before 
it could be extunded te manufaotnred cloth, the Ministry resigned. In 1943, with 
a view te combating inflation and building up a Post-War Reconstruction Fund, the 
Government of Bombay decided te explore t.he possibility of levying a General 
Sales. Tax in this Province and deputed an Officer te stndy and to report on the 
differont systems of sales tax prevalent in some of the Provinces. In the light of the 
reports submitted by the Officer, the Government of Bombay deoided to levy 
a single-point sales tax on the last ,1!8les as is being levied in the Bangs! and Bihar 
Provinces, in preference to a 'general tnrnover or multi-point tax as is l;>eing levied 
in the Province of Madras. The reasons as we have understood them, for this 
preference were that- w 

(i) the incidence of tax in a multi-point tax is unequal; it tends tO be more in 
the case of essential and popular articles which pass through more stages of 88les 
than in the case of non-essential or ocessionallv used articles. Commodities like 
foodfirains, groceries, edible oils, tob~cco, clothing and shop articles change hands 
many times and more often than articles like' tinned fruita, gold or silver orna­
ments, motor cars, et<1. If, however, essentiel goods are exempted from the tax 
the ol&in advantages of a general turnover tax which are uniformity <lf:procedure 
arid simplicity in accounts, arc lost ; 

(ii) being a direct tax, the consumer is aware of the full incidence of " single­
point tax and is able to resist any undue increase in the rate of lery ; 

(iii) the multi-point tax increases the cost of manufacture. The tax has to be 
paid on raw materiald, on the subsidiary materials, on fuel or power etc., which 
nre required for purposes of manufacturing goorls for sale. In some of the 
industries, like pharmaceutical, textile, chemical industries, which utilise semi­
finished or finished products, the incidence of tax becomes too high. In an 
industrially advanced province like Bombay,. a multi-point tax would afiect the. 
competitive capacity of its manufactures and industries ; 

(iv) similarly, the large export trade of this Province would be affected if 
a generaL turnover tax is levied. The exportable goods have to bear the tax 
at every stage of its sale from production te processing and the cost thereeL.. 
becomes heavier in comparison to the cost of similar goods in other Pro- I 
vinces where no sales tax is levied or a single-point sales tax is levied and 
exports are exemJ>.t.ed. Under a multi-point tax even if exports are 
exempted or a rebate is given, the exportable goods do not get much relief, as 
such an exemption or rebate of tax will be confined to the last stage of sale viz., 
at t!1e stage of export , and the goods have to bear the levy of the tax at each of 

· the earlier stages of their production and processing ; 
(•') a general turnover tax tends to disturb the existina structure of trade and 

to eliminate some of the middlemen. In order to compete successfully, a manu­
facturer or an importer will seek direct contact with retailers or consumers so as 
to avoid the lory of the tax at the intermediary stages. Similarly there is the 
pos:;ibility of wholesalers and other middlemen evading the tax by posing them­
,..)ves as mere brokers bringing together the manufacturer and the 1etailer or 
4:;onsumer ; and ' . 
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,- (ui) lastly the method or assessment and procedure adopted 11nder n general 
turnover tax is not necessarily as simple as is argued. lf a number OfcX{'1m'J?iions 
are granted to relieve to some extent, the burden of the tax .on the poorer' classes, 
then there is not much saving in the labour involved to the ·dealers in maintaining 
accounts .. Further with a system of licensing of certain classes of dealers and of 
~ranting rebates on exports, the difficulties regarding interpretations of terms, 
ofvel'ification of accounts and of checking evasions persist more or less to the same 
extent even under a general turnover tax. 

5. A Bombay Sales Tax Bill -• accordingly drafted on the lines of the Bcngul 
and Bihar Sales Tax Acts and published in the Official G..Zette dated 7th December 
1945 for public opinion. The Governor enacted this measure on 8th March 1946. 
The Act was however brought into force from 28th March 1946 and a notification 
walissued declaring that the tax would be imposed with effect from 1st July 1946. 
In April, when the Ministry assumed office, it ~ostponed the date of levy , of the 
tax from 1st July to 1st October 1946 to conSider carefully the necessity and the 
basis of the tax. _<\iter much deliberation, the Ministry declared its int.ontion of 
levying the tax, in a Press Note of 28th June 1946, in the following terms~-

" Jn view of its large financial commitments, notably in the spheres of food. 
village water supply and education and generally in respect of t-he whole field of 
development and rehabilitation, the Government of Bombay has decided to 
proceed to implement the Bombay Sales Tax Act, 1946. The Ministry is in 
ngreemeut with the main principles of the existing Act, which are the avoidance 
of a multiple tax on sales of the ••me co:nmodity, the exclusion from the tax of 
sales for export, and the exemption from the tax of a wide range of items, chiefly 
those affecting the pocrer.consumer. This endorsement of the principles of the 
Act by no means implies that the Government is unaware of possible defects. 
But the defects will, for the most part, emerge from experience gained in the 
actual operation of the Act; and it is proposed in due course to re-enact the 

. measure in the light of such experience." 
6. Under the Bombay Sales Tax Act, 1946, the tax is levied at the rate of half 

anna per rupee. The lery at a single-point is ensured by a system of registration. 
Sales between registered dealers for resale are exempt. Similarly sales to registered 

. manufacturers of articles nsed in the manufacture of gocda for sale and to addresses 
outside the Province are exempted from the tax. A large number of essential goods 
like foodgrains, milk, kerosene, charcoal, etc., which ent-er into the cost of living of 
poorer classes are exempted from the tax.. The exemption has also been extended, 
for other considerations, to certain classes of articles like goods that bear a separate 

"t'ax, school requirements, products of certain cottage industries, sacred bocks, etc. 
The tax is payable by all dealers whose gross turnover in a year has exceeded 
Rs. 30,000 and all such dealers are required to be registered under the Act. 

III. THE AGITATION AGAINST THE AcT AND ASSURANCE OF GoVERNMENT. 

7. There was much agitation agaiast the. Aot before and after its enactment. 
The agitation before the enactment of the measure was mai_nly directed ~gamst th_e 
section 93 regime : that it should not have imposed such a_mde tax affectmg pr~tt­
cally every interest in the Province but should have left Jt to the popular M!n!stry 
and legislatll.re to consider· it in the light of public reaction. When the 1\Iimstry 
assumed office and the date of levy of tax was extended from 1st July to 1st 

- October 1946, the general expectations were that the Act would_ not be enforced 
until it was considered afresh in the legislature. Therefore when m the Press Note 
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isaued on 28 June 1946, the public was informed that the Ministry had decided to 
implement the Act with some minor improvements, the agitation against the tax 
became more violent. The trading community as a whole was very bitter in ita 
attack on the Act and its provisions. Hartals were observed all over the Province, 
protest-meetings were held in practically every city and town, and nnmerons repre­
sentations made and deputations sent to the Ministry to repeal the Act altogether or 
at least to revise it to conform to the wishes of the trading community. With 
a view to clearing some of the misconceptions created in the minds of the public and 
also explaining lhe reasons which gui<led the Ministry in arriving ot its decision to 
implement the Act, the Finance l\linister called a conference of journalists at 
Poena. He dealt with tho criticisms levelled against, the Ministry, and explained 
the improvements carried out by it in the Act and in the manner of its enforcement, 
in the following words:--

" In the first. place, the present Ministry. have been told, that we have 
adopted a form of taxation which was foisted on us by the Advisers' 
regime. A ·general ssles t.ax is however o common method of taxation known all 
over the world. W c have been fortified in our decision by the refiection . 
that there are, in other Provinces; not conspicuously different systems of taxation 
long since in force. The Soles Tax Act in Madras was introduced during 
the regime of the first Congress Ministry in that Province and it has now 
been in operation for seven years. The lead set by Madras has been 
followed. in Bengal, Bihar and the Punjab. Coming os the Bombay Act 
did in the wake of the legislation enacted in these other Provinces, we find that an 
attempt was made by its authors to profit by experience gained elsewhere. 
Secondly, the charge has been levelled against Government that ;t bas 
unduly rushed this measure. The fact of courP.e' is quite ·different. Tht> 
Aot was already there on t.he Statute Book when the Ministry assumed offi<e. 
Far from rushing the measure, the present Government postponed the effective 
date of taxation from lst July to lst October. This was done in order 
not merely that the trade might have ample time to examine the draft rules which 
had been isaued for public criticism but also that the Ministry might carefully 
examine the need for this tax and the general suitability of the scheme of taxation · 
and then arrive at a considered decision whether to repeal the measure 
substantially modify, it, or prOceed with it more or less as it stood. Various 
alternatives were carefully examined. It was considered, for example, whether 
it would not be more appropriate to levy the tax at the first stage of 
sale so that the persons from whom it would be collected would be producers. 
manufacturers and wholesalers. For SC\"eral reasons, including the legal one tJlav~ 
a t.>x of this type might contlict with the powers of the Centrnf ' 
Goverrnnent this particular alternative bad to be eliminated. It was ale<> 
examined whether a syst-em of licence fees might not he adopted. But it was 
found that the total revenue derivable from any such system would be 
relatively inconsiderable. A. tax at. all st.ages. as in Madras, could readily have 
been adopted and would incidentally have brought in much larger revenue than 
the present scheme, one of the main principle,~ of _which is the avoidance, 
1\8 far as pos,ible, of a multiple sales tax on the ssles of the same 
commodit.y. The !\linib·try were in agreement with this ~principle viz. 
t.lto avoiclonee of a multiple mles tax on the same commodity. Along with it has 
lmd to be accepted the system of registration which is ncceasary in order 
to implement the principle. E>.-port trsdo was safeguarded by the exelusion 
from tlto tax of all sales for ·export. There then remained one .main· point 
on which further examination seemed necessary, and tnat was the effect of 
tJw tAX on the consumer. The Act aa it stood already contained a large schedule-
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of exemptions. The present Government decided further to enlarge it in 
<>rder that the burden on the poorer consumer might be further reduced . 

. Briefly, the idea was to exclude all such articles as entered largely into the cost of 
living of thoae with low incomes. Steps J!ave consequently been taken to 
e>.-tend the exemption to certain edible oils, firewood, charcoal, etc. In the same 
category of articles used by the poor may be mentioned woollen kamblis. The 
cultivator, it was decided, should be further aafeguarrled by the exclusion 
of manures including oil cakes, and of the more common agricultural implement-s. 
Hand-loom cotton cloth and various school requirements including text-books 
are other examples of the additioaal exemptions r!Mided on by the 
.Ministry. 

"You will perhaps allow me to recapitulate the sevt'ral alter11ations 
which have been made in the rules in order that all avoidable hanlship 
and haraasment might be eliminated. Such hardship and harassment have been 
most -reared in respect of the n1.aintena.nce of accounts., the submission of 
zeturns and the powers of inspection, search etc. vested in the Sales 
·Tax authorities. It has been decided that only in those rare cases where 
accounts are incomprehensible or deliberately confused will such accounts be 
required to be kept in a particular form and it has been further decided 
to ensure by executi_ve instructions that only." simple and uniform mode 
of accounts is prescribed in such cases. Returns cannot be called for; 
under the altered rules, over an indefinitely long period. They.can only he called 
for in respect of a period which precedes the date of notice by not more than 
eighteen months. The returns will be quarterly, bnt Government has already 
given the assurance that a half-yearly or even a yearly interval will be 
prescribed should that prove desirable and feasible. The draft provisiol\8 under 
which the Sales . Tax Inspectol'f! would have been empowered to record 
the evidence of dealers or agents have been deleted. Further, no authority below 
the rank of a ·Sales Tax Officer will have the power to· call for documents for the 
purpose of in.-pection. As already stated, the powers of seizure and scarcl1 will 
be confined to even higher officers viz. Assistant Commissioners and 
above, and the power to sanction prosecutions will rest only '<ith the 
Commissioner and the Deputy Commissioner." 

He also explained at length how the Ministry's programme of economic 
and social development involved a much higher expenditure than nnder 
al Section 93 regima and how the need for imposition of sales tax was greater 

· aow than before : and gave an assurance that the Act would be placed before tho 
. ugiSiatnre for re-enactment as soon as possible aftu some experience hsd been 
gained of the-actual working of the measure. However, these explanations and 
assurances did not lesson public agitation against the Ast and on 4th September 
1946, ·Government announced its decision to appoint an expert non-official 
committee to indicate the lines on which the Bombay Sales Tax Ast, 1946, required 
modiJications, and to submit a revised me!ISIIIe to the Legislature on the lines of the 
·Committee?• rcconunendat-ions, before the end of the current financial year. 

IV. THE Coli!Ml'l'l'EE : ITS PROCEDURE AND woaK. 

. 8. 'Accor!lingly, our Committee was appointed on 12th Octobe<, and we held our 
first meeting on 19th October to discuss preliminaries and settle the line of work 
We came -to the conclusion that ,no useful purpose would be served by 

· jss~ing a questioimaire and that ii . ..tould. be preferable to issue a general invitstion 
. to ~~~ concerned. A Press Note wqs o,ecordingly issued on 21st October 1946 
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inviting .. thc attention of members of the public to the terms of reference of the 
Committee awl requesting them to send their sugg.stions regarding modifications 
of the .llombay Sales Act, 1946. Special invitations were sent t<> most of the 
important Chamhers of Commerce, Trade Associations and other bodies. In 
response to this request, we received numerous representations and memoranda* 
from i.ndividuals, trading interests and commercial bodies. Government also 
made available to us 'all il<! files · and papers regarding the Act, and 
the representations received by it before and after the measure was enacted. After 
going through all this material, we met representat.ivest of some of the important 
trading interests in the Province and discussed with them the various issues under 
consideration. We also had several discuasion• with the Commissioner and 
the Deputy Commissioner of sales Tax on matters relat.ing to the administration of 
the Act. 

V, THE MAIN COMPLAINTS AGAINST THE PRESENT ACT! TBEIB VALIDITY AND 

THE NEED FOR RECTIFYING THE PROVISIONS IN 'rHE ACT. 

9. The main complain~<! against the present Act can he grouped broacUy as . 
under:-

(i) comJ>laints regarding the registration system, the limit of gross turnover, 
and difficulties of registered dealers; 

(ii) complaintls regarcling exemptions, their inadequacy and difficulties of 
in~rpreta.tion, special demands for extension by some Bnd demand for reduction 
to a minumum by others ; 

(iii) complaints arising from exemption granted to exports ; regarding unfair 
advantage to consumers in other Provinces ;-and regarding the competition of 
dealer• in neighbonring state territories ; 

(iv) complaints regarding difficultie.. of maintaining additional accounts, about 
the possible harassment from the powers given t<> the execut;vc to prescribe 
accounts, to enter n.ncl St'arch dealers premises ; and to seize and retain accounts 
hooks; 

(v) complaints regarding the trouble arising from too frequent submission of 
returns and assessment of tax; about the difficulties experienced bY ~ertain 
classes of dealers in suhmitting returns in the f·resr.ribed form.; and about the 
difficnlties of recovering tax in the case of certam sales ; and 

(t.;) complaints about the provisions regarding ofiences and appeals. 
The noturc of the various complaints under each of the above categories and- their' 
validity arc examined below:- '- 1 

10. Complaints regardi1og •·rgistralion.- The main complaint against the present . 
registi-ution system is that it creates artificial barriers hetwecn trades and hampers 
their fro~dom of action. It is pointed out that because of the classification of goods 
under' t.lte rej:listration cert.ificatc, traclers have either to restrict their activities to­
goods specified in their certificates or wait till they have their ccrtificat"" amenclc~ 
before they can extend their business to ot.lter classes of goods. Another complain~ 
against t.he regis,tration system is that it gives unfair advantages to the unregistered 
dealers in certain cases. For instancc,unregistered retailers who are able to purchase 
directly from small producers or artisans and sell directly to customers, are able to­
sell their goods cheaper as they have no tax to pay. Similarly, an unregist<>red 
hotel keoper who gets most of his requirement.• free of tax under the schedule of 
exemptions and has not tq pay any tax on his sal.,., has an unfair advantage ovet 

•Appendix I. 
tAppondis U. 

. . . 



n registered hotel keep_er who bas to pay tax on his sales. Further, unregistered 
1mporters 11re able to nnport from outside the Province and sell directlv to their 
custOJ:neci without payment of any tax. Against these advantages enjoyed l>y the 
.unregistered dealers under the present registration syst-em, there are certain instances 
i•·here they are at a disadvantage in comparison to registered dealers. When oo 
unregistered trader, intervenes in a chain of sales between rel!istered dealrrs there 

. f 0 ' ar1sts a c.nse o double taxation : once when a registered dE'aler sells hl& goods to 
an unrcgistded deak-r and again when anothl'r registered dealer sells the sam~ 
goods after purchasing them from the unregistered dealer. In most such cases 
hnregistered dt>..a.ler has himself to bear the tax as, in competition with reaistt>rt'li 
dealers, he is not able to pass it on his sales to regi~tered retuilers. In a fe:, ca.!ws, 
~owe\•er, where such an unregistered dealer holds a monopoly or quasi-monopoly 
mterest in the goods sold by him the goods bear the tax twice. Secondlv, an 
unregistered manufacturer is not ~ble to get his raw-materials and other require­
ments nec~ssary for the manufacture of his goods free of tax in the manner that 
a rPgistcred dealer csn. For instance, s registered mnrlllfacturer of tanned ]eathP.r 
get.• his raw-materials free of tax and cao also sell lois finished leather free of tax 
(because tanned leather is exempt under the schedule) while an umegistored tanner 
though he can similarly sell his tanned leather free of tax, bas to pay tax on pur­
chases of all his raw materials. Thus cottage workers and small manufacturers are 
at a dissdvantage in comparison to their registered competitiors. The effects of 
such handicaps arising from the registration system, become more acute where the 
limit of turnover prescribed for registration is comparatively high and also where 
business started newly or a disso1lltion of or separation from an old busines:~ dur;ng 
the course of any year is denied registration till the completion of the year. We nre 
convinced that the difficulties pointed out by the trading community in regard to 
the registration system prescribe<! under the present Act are genuine and require to 
be removed. 
·. 11. Complaints regarding exemptions.- A number of representations received by 
us laid stress on the need for exempting the particular goods in which they were 
interested. Some urged that all eatables should be exempted, while some wanted 
all edible oi4J to be tax free. A few went to the length ofrecommen<liog the inclu­
sion in the exemption list, of practically every kind of article that a consumer may 
require. While this represented mostly the point of view of the producers and manu­
facturers, there were others, consisting mostly of retailers, who complained that 
a wide range of exemptions complicated their accounts and their day to dsy workin~. 
and demanded that the exemptions sbou ld be restricted to the barest minimum 
and that the existing list should be drastically cnrtailed: Aa an alt.,native, some 

-of these dealers suggested that the Sehedule to the Act should specify the taxable 
articles instend of exempted articles. The other difficulties arising from exemptiono 
lnainly pertained to int;,rpretations of the terms of exemptions. Terms such as 
"cooked food", " texts of sacred books '', " newspapers ", etc., in the exemption 
Schedule, are capable of different interpretations. Further, expressions like "text­
books approved by the Director of Public Instroction ", " slate and slate pencila 
when sold to bona fide studenta ", etc., creat<> difli.culties for the traders in collecting 
the tax -while expreasions like " cloth woven on handlooms ",." edible oil pressed on 
ghanis" etc., create difficulties for the public in !ecognising whether the tax is 
properly levied or npt. We have carefully exammed the present schedule of 
exomptions and feel that the exemptions granted by Government ~ve b~n 
numerous, based on a variety of considerations. We have referred to this quesbon 
later in our report. ·The grievances regarding interpretation of some of the loosely 
worded terms in thO Sehedule, are real and we are of opinion that care should be 
taken tO denote the nature and scope of all such exemptions as are retained in 88 

. precise terms 88 possible. • 
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12. Compl4in18 aboul """""ption of e::cpm't8.- Thcae are of two kinds. The first 
is on the ground that it is unfair to levy the tax o11ly on the coii8Umers in this 
Province and to lea<'e the consumers of the same goods in areas outside thi.! Province, 
untouched. The other arises from the unfair competition which th~ dealers in 
bordering are.w of States and other Provincca are able to start against registered 
dealers in this Pro<'ince. Thcae dealers in .the bordering territories are able to 
ohtain goods from Bombay and other places in this Pro<'ince free of tax and re-sell 
them directly to the consumers in the Bombay Pro-vince at rates cheaper by 3Jper cent. 
(e<Juivalent to the ra~ of tax). Even m respect of goods produced in any locality 
in the Province itself, thd dealers in the neighbouring State territory can sucessfully 
compete with the local dealers as they are able to import thcae goods tax-free and 
•ell them back to the public in that locality without charging the tax. The necessity 
for exempting exports outside the Pro<'ince arisca from the anxiety of the Govern· . 
nwnt to protect the .intercats of manufacturers and exporters of this Pro<'ince. 
Traders and dealers outside this Province are not likely to purchase goods produced 
or manufactured in this Pro<'inoe or goods exported from this Province if the same 
are costlier when they can ohtain siruilar goods from other parts of Indis at cheaper 
rates, Aooordmgly, it will not be po.,ible to restrict this exemption of exports only 
to goods sent out&de Indis an<l not to goods sent outside the Pro<'ince, unless and 
until all the bordering Provinct:S and States impose a Sales Tax wit-h a uniform rate 
of levy and follow a common policy of taxing inter-territorial exports. We suggest 
therefore that the Government of Bombay shou.Id take c11rly steps to get into touch 
with the Governments of these Provincca and States, to bring about uniformity in 
measures of such taxation. 

13. Complain/8 about diffwulties of maintaini11g accoulll.s.-Very strong and bitter 
oomplainte have been made by ·the trading community in general, against the 
provisions in the Act relating to maintenance of accounts ; and about the powers 
given to the executive staff to inspect accounts, to enter and search the premisca of 
the dealers, and to seize and retain books of accounts. It is pointed out that to 
maintain additional books of accounts for purposes of the sale-tax returns which 
require separate details of (i) total sales, (ii) sal .. to rt.gistered dealers, (iii) sales 
to addresses outsid• the Pro<'ince and (iu) salca of exempted goods; and to submit 
these returns every quarter would require the employment of adclitional sta:lf and 
entail much adclit-ional expenditure. Further, the power given to the Commission.r 
of Salell Tax to prescribe the manner in which a dealer should maintain his accounts 
will, it is feared by the trading community, result in the harassment of dealerd. 
Similarly, most of the associat.ions and trading concerns are <'ery critieal of the powers 
given to the executive to enter and search a dealer's premises and to seize and.. 
retain his accounts books, on the ground that this would unnecessarily interefere -
with the day to day business of the dealers and open opportunities for corruption 
9n a large scale. We have had detailed discussions on these matters with ••vera! 
commercial bodies and with the Commissioner and the Deputy Commissioner of 
Sales Tax. It is clear that the submission· of sales tax returns would neceositate 
some readjustn1ent. in tho existing methods "of keeping accounts. To minimise 
tl1e difficulties of the dealers and to lessen their burden, we have recommended later 
some moclifieations in the system of registration and the pro,.,nt schedule of 
exemptions. 

I . ' . 

In regard to' the powers given to the Coinmissioner to prescribe the maimer of 
keeping accouhts, it has been strongly represented to ua that without such a pro· 
vision in the Act there would be no sanction against dealers who deliberately do not 
maintain their accounte"in a'J.lroper and intelligibfe manner. The.absence of .Uch 
power, might result in either a large scale evasion of tax or lead to a .fflri' Lirgc 
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proportion ·of best judgment assessments. We have, however, been assured that the 
Commissioner would not UBe this power ordinarily if the dealer maintain!! his accounts 
in an intelligible and clear manner. We recommend that t.his power should 
be retained but should only be ~xercised in cases of groBB nea!iaence or recalcitrance. 
The existence of this power on the statute book would give g'.e:ter force or effooth·e­
nesa to the Commissioner's suggestion for keeping better accounts and for making 
improvements in them without its actual use being called for. Fears have also 
been expressed that the power to preseribe accounts may be used to enforce the 
adoption of a particular system of accounting and in a manner prejudicial, cspeciall,­
t<> the Indian system of keeping accounts. There may not be any likelihood of the 
abuse, in this manner, of the power given to prescribe accounts. It, however, 
:happens that the existing power I<> prescribe accounts is not specifioally related to the 
purpose for which it is required. It would help to allay the apprehension of some 
traders and prevent any possibility of abuse if proper qualifying words are intro­
duced in the Act, to bring this out. The powers regarding inspection of accounts, 

---entry and search of dealers' premiseb and warehouses, and seizure and retention of 
accounts books are, it has been pointed out to us, necessary for checking evasion of 
tax. by unscrupulous dealers. The- trading community however is genuinely 
afraid that such powers would be misued and encourage corruption. In order to 
allay these fears Government should take particular care t<J see t.hat these powers 
are delegated t<> only highly placed officers. 

14. Oo11>plaints regardi11!J relu1'1!8 and 1188e8S11<enl.-{)omplaints under this cate· 
~ory are of different kinds. Firat of all, the complaint is abont prescribing the 
returns on the basis of the ·financial year instead of on the basis of the particular 
Indian year of account followed by a dealer. Then, it is pointed out that a quarter 
is too-short a period and that the submission of the return with its nmnerous details 
within one month of the close of a quarter, becomes a difficnlt task for the dealer. 
The other complaints are from specific trades. Dealers like grocers, hotel-keepers, 
etc. have complained that it is not possible for them to keep detailed accounts of 
eales wh_ich are mostly of small amounts and that it becomes practically impossible 
for them to fulfil- the requirements of the sales-tax returns. Similarly, dealers 
who deal mostly in exempted articles complain tl1at for· a negligible volmne of 
taxable turnover, they have to maintain elaborate accounts. Complaints about 
tlSSOB8IIlent of tax generally relate to the possible harassment to the dealers and 
interference in their normal activities that a quarterly assessment might involve ; 
and to the difficnlties of recovering the tax proportionately in the case of small· 
priced articles where, in most cases, the dealers have to bear the tax themselves 
We have considered all these oomplaints. It should be possible for the dealers to 

;J!ubmit returns of their sales and the tax payable for any quarter of the financial 
y•ar Without having to re-cast their existing accounts books. On the other hand 
a uniform year of 8B8essment will facilitate the work of the Sales Tax Department 
and avOid the confusion likely to arise from basing the quarters on the different 
Indian years of accounts followed by different dealers. Regarding quarterly returns 
and quarterly payment of tax most of the difficulties anticipated by the de.alers will 
be removed if the asaesament and verification of ac~ts are not carried out during 
every quarter of the year. The dealers may pay the tax on the basis of their own 
retni-us, quarterly; but the actus! aasesamen~ of tax an~ the verification of accounts 
can be done once a year; The necessary ~Justments m the amounts of tax to be 
:finally paid by tbe_ dealer can be mad A in 'accordance wi_th' this assessment. We 
understand li-Oin the Commissioner of Sales Tax that ti)is wquld be the normal 
practice ..na:w~ hay-e ref~ to ~~is ~~~on later in,oiJr rep{>rt. Regarding the 
complaints about dlfll~ties of mamtam•llll accounts ~~ some _o{ the trades, we . 

. . . . - . - . 
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think that it should he possible to minimise the burden of detailed accounting falling 
on tltese tradet'll whose taxable turnover is negligible or where sales are mostly in 
SI1Uill priced articles, and make later a specific recommendation in this behalf. 

15. Complaints aboul proviBioTIB relating to offences and appeals -Fears have. 
been expressed by some of the dealers that under the existing provisions i_n the 
Act regarding offences, the Sales Tax Department may harass them for any unmten­
tional act of omiBSion or breach of eta tutory provisions or ~all for unnecessary infor­
mation under threat of prosecution. The. provision regarding compounding 
of offences has been severely criticised by some on the ground that Government 
bas no busineBB to agree to bush up all offence on payment of money. There are 
also others who protest that a taxation measures should not provide for punishment 
with intprisonment. Regarding the fears expreBBed about unnecessary harassment 
by the Sales Tax Department, we have been """ured by the Commissioner of Sales 
Tax that only very highly placed officers have been and will be entriL•ted with powers 
to prosecute for offences under the Act and the Rules, and that there is no Jike\iho~d 
of dealers being harassed for unintentional or bona fide mistakes. The provi.ions 
regarding compounding of offences and for ptmishment with imprisonment are 
usually common in a taxation measure as it may be desirable to have recourse either 
to one or the other of these provisions, depending on the nature and extent 
of the offence committed. · · 

As regards appeals, suggestions have been made to us that appeals, should be 
heard by Civil Courte and not by the Sales Tax Department itself, that Appellate 
Tribunals should be formed in each district from whom the final appeal should lie 
only to the District Judge or that the Appellate Sales Tax Authorities should hear 
appeals at their place•,of origin. We have considered all these suggestions but dOi 
not think tltem practicable. Leaving the appeals to be beard by the Civil Courta 
would involve great delay in the disposals thereof and would besides be costly. This 
would neither be in the interest of the dealer himself nor of the Sales Tax Depart­
ment. Moreover District Appellate Tribunal with final appeals to the District 
Judge would lead to different decisions in appeal in different districts and would not 
he in the interest of anybody. To require the appellate Sales Tax Authorities to 
decide appeals at their places of origin; would restrict the movement of these officers 
and involve delay in disposals of appeals. We have had discussions with the 
Commissioner and the Deputy Commissioner of Sales Tax on this matter and hav~ 
been assured that BS far as feBSible the Sales Tax Authorities would hear appeals at · 
their places of migin but that there would be occasions when it would be in the 
interest of the dealers themselves to hear the appeals at the headquarters. We have 
examined the provisions of the Bombay Sales Tax Xribunal Rules which prescribe 
the constitution of the Tribunal and find them suitable. In regard to the referenc<l;:' 
to the High Court on the decisions or the Tribunal on any points of law, we find · 
the provisions in the Act more or less similar to those in the Indian Income Tax Act · 
and have no comments to make. We hope that the setting up of an inde>penclent 
Tribunal will ensure an impartial and unprejudiced Statement of case (to which 
we attach the gratest importance) being drawn up for reference to the High Court 
nnd the petitioner will have no ground for complaint of being treated unfairly. . 

VI. POSSIBILITY· OF AMENI>ING THE EXISTING STRUCTURE OF THE ACT. 

16. We have shown in our above analysis of the complaints against the present 
. Act, how .practically every section thereof has come ·to he severely criticised. 

While this criticism wou14 seem to be justified in the case of certain provisions of the 
Act like registration, exemptioru et<~., critici•m in respect of other provisions like 
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·' 
verification of accounts, assessment of tax, offences and appeals seems to'be prema-
ture and mostly based on the experience of the individual dealers of the procedure 
followed in income-tax matters. The actual levy of the tax under the Act start<>d' 
only from 1st October 1946, i.e., twelve days before the appointment of our committee· 
and we are required to submit our Report before the end of January 1947 so as to­
eiUioble Government to introduce a revised measure in the Legislature before the end 
of the current fiuancial year. In other words, we started our work when the preli­
minaries regarding the registration system were being settled and the exemption 
lists were being liberalised and had to bear most of the evidence even before the 
beginning of the payments of tax for the first quarter. Therefore in important 
matters like assessment of tax, verification of accounts, prosecution for offener..s 
and hearing of appeals, etc. we could not get any guidance from the actual working 
of the Act. Both the trading community and the Sales Tax Department suffered 
from the same handicap when making their suggestions to us. Even so, we have 
tried to examine carefully each and every section of the Act and the Rulee made 
thereunder in the light of all possible difficulties likely to be e.~perienced by dealers 
in this Province. We have also scrutinised the provisions in the Sales Tax Acts 
and Rules of different Provinces with a view to suggesting improvements and modi­
fications in the Bombay Act. Our suggestions in this respect are specified 
below in detail. 

V!J. 1\.IODIFICATION WITHIN THE PRESENT STRUCTURE OF THE ACT. 

17. Taking the different sections of the Act necording to their numbers, we 
.consider the following modifications necessary .for the reasons specified against ench 
of them:-

. (a) Seclitm 2.-Delete the definition of "contract"· and nll consequential 
references to contracts in this section and other sections. 

We do not think that contractors as defined in the Act should be registered 
and held liable to pay the tax. Usually in such contracts, labour and service 
charges £orm a large part and the inclusion of such contractors for liability of 
tax would only complicate the administrative work without much benefit. On 

- the other hand, if contractors are allowed to be registered it would be nece.'!Silry 
to watch that all the goods that they buy from others without paying a tax are 
used by them only in the works on which they ultimately pay the tax. 

(b) Section 5.-Tbis section requires to be drafted on the lines of section 4 of 
the Bengal Sales Tax Act, specifying different turnover limits for different types 
of dealers. The increase in the gross turnover limit from Rs. 10,000 toRs. 30,000 
in the Bombay Act has intensified the difficulties in the operation of the system 
of registration. Smaller manufacturers have been excluded from the registration 
system with the result that they have to pay tax on their raw materials and other­
goods required for manufacture and are unable to compete with registered dealers. 
Similarly the higher limit has excluded a large number of importers who are able 
to import and sell directly to the consumers without liability to pay tax and thus 
compete unfairly with registered dealers. A lower turnover limit of Rs. 10,000 
-is therefore necessary for manufactures and importers. But such a lower limit 
in the case of other dealers would, however, necessitate the mainteuance of accounts 

· and submission of returns by petty dealers without any advantage to Government. 
·'Ve, therefore, recommend that for manufacturers, procC880rs and importers,. 
the limit should be Rs. 10,000 and for other dealers the present limit<>! Rs. 30,000 
should. continue to be 1n force. We, however, recommend that provision fot· 
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voluntary registration should be included so 88 to allow dealers other than manu-_ 
. fadurers and importers to get theDJBelves. registered if their · annual gross 
turnovers exceed Rs. 10,000. This would enable a wholessle deale~ whose 
gross annual turnover is below Rs. 30,000 to get himsel£ registered so as to avoid 
the risk of double taxation on his sales to registed retail dealers. Similarly, we 
recommend that dealers who start business newly and astisfy the Commissioner 
uf Sales Tax that their anticipated annual turnovers would be above the prescribed 
limit.•, should be permitted to voluntarily register theDJBelves. Briefly; our 
proposals would mean the following modifications in the Act : 

" (i) For Section 5, substiture-
5 (1) Subject to the provisions of sections 6 and 7 and with effect from such , 

date as the Provincial Government may, by notification in the Official Gazette, 
appoint, being not earlier than thirty days after the date of the said notificaticin, 
every dealer whose gross turnover during the year ending 31st March 1947 
exceeded the taxable quantum shall be liable to pay tax under this Act on his 
turnover in respect of sales or supplies of goods effected after the date so 
T'IOtified; 

(2) Every dealer to whom sub-section (1) does not apply, shall, if his gross 
turnover from 1st of April of any year up to the end of any calendar month 
exceeds the taxable quantum, be liable to pay tax under this Act on asles or 
supplies of goods effected after the date of expiry of two months next following. 

(3) Every dealer who has become liable to pay tax under this Act shall 
continue to be so liable until the expiry of three consecutive years, during each 
of which his gross turnover has failed to exceed the taxable quantum and such 
further period after the date of such expiry as may be presen'bed, and on the 
expiry of this latter period his liability to pay tax shall cease. 

(4) Every dealer whose liability to pay tax has ceased under the provisions 
of sub-section (3) shall again be liable to pay tax under this Act with effect from 
three months after the commencement of the year immediately following that 
during which his gross turnover again exceeds the taxable quantum. 

(li) In this Act the expression •' taxable quantum" means-
(a) in relation to any dealer who imports for sale any goods ·into the 

Province of Bombay or himsel£ manufactures or processes any goods for asle, 
Rs. 10,000 ; and 

(b) in relation to any other dealer, Rs. 30,000 : 
Provided that clauss (a) if this sub-section shall not apply to any ueaJer 

other than a manufacturer or processor, who imports goods of a \'Rine not 
exceeding Rs. 1,000 into tM Province of Bombay during any year. 
(ii) A.dd a new Section SA-

SA. (1) H on the application of any dealer the authority prescribed for the 
purposes of section 8 is astisfied, that his gross turnover during a· year has 
exceeded or is likely to exceed Rs. 10,000, the asid authority may notwithstand­
ing that the dealer may not he liable to pay tax under section 5 register the 
dealer and gmnt him a certificate of registration in the prescribed manner. 

(2) The provisions of sub-sections (3) and (4) and clauss (a) of sub-section (6) 
of section 8 shall apply in respect of applications for registration under this 

·section. · · 
(3) Every dealer who hao been registered npon application made under this 

section shall, for so long as his re,oistration remains in force, be liable to pay 
tax under this Act. 

(4) The registration of a dealer upon application made under this seetion 
shall he ;in force for a period of not less than th'ree complete years.and shall 
remain! It force thereafter· nuless. cancelled under the provisions of this Aot. 
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'(ll! S'!bject to the pro~ons ~f sub-section (4), a dealer registered upon• 
application made under thJS section may apply in the prescribed manner not 
l~ss ~an ~months be!ore ~e end of a year~ the authority which granted! 
hun his certificate of :registration for the cancellation of such registrat1on to take· 
effect at the end of the year in which the application for such cancellation is 
made ; and the said authority shall, unless the dealer is liable to pay tax under 
section 5, cancel the registration accordingly.'' 
(c) Section 6 (2) (a) (ii).-Under this section, a dealer is entitled to get tax­

free only such goods as are specified in his certificate of registration as being 
intended for resale. This means that every time a dealer wants to extend his 

- business to cover goods other than those specified in this certificate, he has either 
to pay tax on them even though they are for resale or wait till he gets his certificate· 
am~nded. We think that as the specification, of goods intended for resale, in the · 
certificate or registration is meant for ensuring that a dealer doea not evade th<> 
tax by using the goods which he has obtained taxfree on the plea of being intended 
for resale, for purpo~ other than resale. If a separate provision is included in 
t-he Act to safeguard against such evasions, we do not think there would be any 
need for specification of goods intended for resale in a dealer's certificste •. 

: -Specification of goods intended for use in the manufacture or processing of any 
11oods for asle would, however, ·he necessary in the c~rtificate to be granted to 
a manufacturer or a processor. Accordingly, we suggest the following modi­
fications :-

" 6(2) (a) (ii). Sales to a registered dealer of goods certified by him as being 
intended for resale by him, or of goods specified in the purchasing dealer's 

-certificate of registration as being intended for use by him in the manufacture 
or processing of any goods for asle or on sales to a registered dealer of containers 
and other materials for the packing of such goods ; 
Add new section 6A :-

6A. Where a registered dealer has obtsined gooda under sub-section (2)• 
(a) (ii) of section 6 and has utilised them for purposes other than those specified 
in his certificate of registration, the price of goods so utilised shall be included 
in his taxable turnover and be liable to tax." 
(d) Secti<m '1 (2).-This section as at present worded does not allow the Provin­

_cial Government to modify any existing entry in the Schedule of Exemptions. 
Though we agree that Government should not have power to restrict by a noti­
fication, the scope or extent of any exemption granted under the Act we consider 
that it is necessary that power should be given to Government to extent or enlarge 
the scope of any entry in the Schedule in the light of actual experince gained or 
any hardship involved. We therefore, suggest that sub-section (2) of section 7 
should be modified as under :-

•' The Provincial Government after giving by notification in the O.Jfu:ial 
Gazette not less than one month's notice of its intention so to do, may by like 
notification extend or enlarge the scope of any entry in the Sche•lu le or add to 

- the Schedule- and thereupon the Schedule shall be deemed to be amended 
accordingly." - · 
(e) Section 8 (J).-In view of our recommfndation that the certificate of regis­

tration need not specify the classes of goods intended for resale, the words "which 
shall specify the claBS or classes or goods in which at the time of f(he grant of the 
said certificate the dealer carried on business and such other particulars as may be 
presC.;i~"!i " may be deleted. The specification pf classes of goods which a dealer 
can_ o9.tain tax-free for purpose of manufacturing goods for sale, may however 
be provided for, in the Form of the Registration Certificate itself. 
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(f) Sectum 9.-This section read with Rules 8 ro 16 imposes a staturory liability 
•of publishing in the Official Gazelle the names of registered dealers, the amend­
menta carried out in their certificates and the registrations cancelled. We do 
not think that the puhli!Jlltion of such lista in the Oj]ici<tl GaZRlle is necessary or 
11erves any UBeful purpose. We agree, however, that the publication of such lists 
would be helpful to the dealers and also ro the Sales Tax Department and we 
recommend that these lists should be published as priced publications. · ' 

(g) Secti"n 10 (2).-This section provides that the return shall be in the njanner 
prescribed by Rules and insub'section (2) thereofthc <lealer is g1ven an opportunity 
ro send revised returns when he disco .. ers any omission or wrong statement in his 
<>riginal return at any time befor the assessment is made. We are recommending 
elsewhere that while the return should continue ro be submitted quarterly the 
assessment should as far as possible be annual. It seems therefore necessary 
that the rev.sed return, if any, should be submitted within some definite period 
and not linked ro the assessment as at present. We recommend, therefore, that 
.sub-section (2) may be modified as follows :-

" If any dealer having furnished a return under sub-section (1) discovers any 
omission or wrong statement therein, he may furnish a revised return before 
the expiry of the quarter next following the period ro which the return relates." 
(h) Sectwn 11 (3).-Tbe word "all" appearing in this sub-section seems ro be 

unnecessary and may be deleted. , 
"(i) Section 13.-In .addition ro the refunds granted under this section: we-feel 

that sales tax on goods returned ro the dealer within a period of three months, 
should be refunded provided the refund is claimed before the submission of the 
next retl!rn. A new sub-section may be added ro this section as follows :-

." 13. (2) The Commissioner may refund ro a registered dealer applying in 
this behalf in the prescribed manner the amount of tax paid by such dealer in 
respect of any goods which have been returned ro him by a purchaser within 
the prescribed period and the sale price of which has been refunded in full ro 
the purchaser ccncemed." 
In the alternative the sales of such returned goods should be excluded in deter­

mil}ing the taxable turnover by a rule under section 6 (2) (a) (iv) of the Act. 
(j) Seclion 14.-In view of our remarks in paragraph 13 above, we recommend 

that this section should be modified as follows :- · 
" Every registered dealer and every other dealer on whom a notice has been 

served ro furnish returns under sub-section (1) of section 10 shall keep a true 
account of the value of goods bought and sold by him, and if the Commissioner. 
considers that such account is not sufficiently clear and intelligible ro enable< 
him ro make a proper check of the returns referred ro in that sub-section, he 
may require such dealer by notice in writing to keep such accounts (including 
records of sales), necessary for purposes of proper assessment, as he may, subject 
ro anything that may be prescribed in that behalf, in writing direct." 
(k) Section 15.-We have already referred in paragraph 13 above ro the 

complaints about the powers granted to the executive staff, of inspection of 
accounts ; of entry and search of places of business and warehouses ; and 
of seizure and retention of account books. We would, again like ro ·emphasise 
here that the powers under sub-sections (3) and (4) of this section, i.e., powers 
regarding seizure and retention of account books and also of entry and search, 
should be exercised very sparingly and on really valid grounds. We under­
stand that even at present these powers have 1>een entrusted ro ollicers not 
below the rank of Assistant Commissioners and are therefore cOntent to 
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recommend that these powers should be delegated to highly placed officers and 
in no case to officers below the rank of gazetted officers. We further· recom­
mond that sub-section (3) of section 15 should be modified as follows :-

For the word " reason " occurring in the first line of sub-section (3) of section 
15~ substitute, " reasonable grounds". 
(/) Section 16.-0n the basis of our recommendation regarding section 15 we 

-consider that a proviso may be added to this section in the following terms :­
"Provided that the powers under sub-sections (8) and (4) of section 15 

shall not be delegated to any officer below the rank of a gazetted officer." 
(m) Section 17.-We suggest the following amendments:-

(i) In clause (a) for the words "comes to know of" occurring in line 2 
substitute" effects or comes to know of" ; and (ii) in clause (c) tkkte the words 
" or effects any change in the classes of goods in which he carries on busi­
ness·" and substaute" or effects any change in the classes of goods mannfoc-

. tured or processed by him ". 
(n) Section 18.-The following new sub-sections may be added to this section 

so as to provide for the payment of tax on part transfer of business, and on 
stock of gooda remaining unsold when a partnership is dissolved or when 
.a registration certificate is cancelled :-

" (2) When a registered dealer transfers the owenrship of a part of his 
bnsiness the transferor shall be liable to pay the sales tax in respect of the 
.stock of gooda transferred along with that part of his business, as if the gocda 
had been sold, urdess the transferee holda or obtains within the prescribed 
period a certificate of registration covering such goods. 

(3) When the partnership of the business of a registered dealer is <lis· 
solved, the distribution of stocks of gooda unsold between the partner 
shall be deemed to be sales for purposes of this Act and the tax shall be 
recovered from the partners concerned, unless such partners hold or obtain 
within the prescribed period a certificate of registration covering such goods. 

(4) When a certificate of registration granted to a dealer is required to be 
<:ancelled under any of the provisions of this Act, the dealer shall be liable 
to pay tax on his stocks of goods remaining unsold at the time of cancella· 
tion of the certificate. 

(6) When a dealer to whom a bnsiness or part of a business has been trans­
ferred, or who bas obtained the whole or part of the stock relating to the 
bnsiness of a partnership which has been discontinued or dissclved, obtains 
a certificate of registration under sub-sections (1) to (8) of this section, he 
shall be liable to pay the sales tax on the sales or supplies effected by him 
with effect from the date of such transfer of business, or discontinuance or dis­
solution of the partnership." 
(o) Section 19 (a).-It has been represented to ns by the Commissioner of 

Sales Tax that under the present Act, the Commissioner has no power to obtain 
the evidence of third parties whenever he has to make investigatioiiB or check 
.. vasions. It has been urged that a provision similar to section 37 of the Indian 
Income Tax Act is essential. After careful COIIBideration, we feel that such 
a provision may be necessa':Y in the int.;rest of efficient administration and we 
recommend that the followmg new sectiOn may be added :-

·. "19-A. PI>Wer totakeevidenceonoolh.-TheCommissioner shall for pur­
poses of this Act have the same powers as are vested in a court under the Code 
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of Civil l'l'OCedure, 1908, when trying a suit in respect of the following 
matters1 namely,-

( a) enforcing the attendance of any person and examining him on oath or 
n ffirmation ;· · 

(b) compelling the production of documents; and 
(c) issuing summons for the "examination of witnesses."· 

(p) Seclion 23.-We have already stated in paragraph 15 above that we find 
the provision regarding appeals and revision suitable as also the reference to­
the High Court. We would, however, like to recommend a small change in 
section 23 (1) as follows:-

For the word ""statement" occurring in the uinth line of this sub-section 
stW.titllle "full statement". 

' 

Bclidule of Exemptions.-Our recommendations regarding exemptions are ~ 
given later in this Report and we suggest that the existing schedule of exemp~ 
tiona should be modified accordingly. 
18. Turning next to the modifications necessary in the Bombay Sales Tax Rules, 

we make the following recommendations :-

CHAPTER IU. 

The whole of this chapter may be deleted. Rule 4 will not be necesaary as 
we do not propose that contractors as defined in the existing Act should be registered 
and Rule 5 will not be required in view of our recommendations regarding registra­
tion of dealers and provision for voluntary registration. 

CHAPTER IV. 
' 

The rules in this Chapter, and the forms referred to therein will have to be altered 
in the light of our recommendations regarding modifications of the" Act. 

CIIAP'IERS V, VI and YU. 

These relate respectively to the manner in which the returns shall be submitted, " 
to the payment of tax and to assessment of tax. We have already expresed our -
view that while we agree that the submission of returns and payment of tax shonld 
continue to be quarterly as at present, we consider that the assessment should 
be made annually. We have been assured by the Sales Tax Department that 
•tunrterly assessment would" not have been feasible even if it was intended "and'{ 
that except in special circumstances the assessment would be made annually. " 
\V e arc, accordingly, not making any recommendations in this regard on the specific 
understanding that the Sales Tax Department will generally assess the· dealers 
annually and not quarterly. 

In re!(llrd to the assessment of dealers whose taxable turno\'er is negligible 
in comparison to their groSs turnover, we think some provision in the Rules is 
necessary wherrhy the necessity of maintaining elaborate and complicated account-; 
in their case can be obviated. We accordingly recommend that iri the case of -
dealers whose gross annnnl turnover does not exceed Rs. 50,000 and whose taxable 
turnover is. not more than 12~ per cent. of their turnover, the assessment should 
be made on the basis of purchases made by the dealer concerned by adding thereto 
n certain percentage of profit according to the nature of the trade ; and. the sales-tax 
rehrms in their case should be modified accordingly. 
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In Rule 27, we would like to suggest a small change, specifying that the notioe 
to be issued under that Rule shall provide for a period of not less than 10 days 
from-the date of issue of notice for compliance of the requirements of the 
notice. 
Regarding other Rules we have no special comments to make, except that 

they may need alterations in the light of our recommendations regarding the 
modification of the Act .. 

VIII. MoDIFICATioNs IN TIIE PREsENT BASIS or TIIE Am:. 

19 .. We have so far confined ourselves to suggesting modifications which we 
consider necessary in the present structure of the Act to make it acceptsble to all 
concerned. Numerous suggestions were received by us that the basis of the tax 
itself should be modified. Some suggested that the tax should be collected only 
from producers, manufacturers and importers, some that it should be collected 
from wholesalers only, while some others preferred a low rate of tax on all stages 
of sales. The advisability of levying " licence fee on all dealers in lieu of the sales 
tax was also pressed upon us by some. We have considered all these suggestions. 
A tax on producers, manufacturers or importers will, it is pointed out by its 
advocates, be easy to collect and will not involve any hardship to them. They point 
out that there will'be a fewer nnmber of such dealers to asaess for the Sales Tax 
Department and the dealers being organised and well staffed, will not feel the burden 
of maintaining the additional accounts necessary for the tax. In our opinion, it 
will not be correct to say that all producers or manufacturers are organised and 
well staffed. There will be nnmerons small manufacturers and producers who 
are neither organised nor well staffed. There are workers in handicrafts, 
manufacturers of articles used in large industries, etc., who would be liable to pay 
tsx under this system and who would find the necessity of maintaining accounts 
to snit the tax requirements at least as irksome as small dealers. Further, the work 
of the Sales Tax Department in checking evasion will not in any way, be easier. In 
the case of importers, the scope for evasion will be particularly large, as importe 
would not only be by rail or steamer, but also by road, through postal delivery or 
by coastal traffic. Moreover as most of the retailers themselves import some goods 
or other from abroad or from neighbouring provinces or states, they would be 
liable to pay tsx and have to maintain separate accounts of such imports. 
Accordingly the nnmber of dealers to be assesaed will not be as small as the 
advocates of this system suppose it to be. It is evident therefore that under this 
system of taxation, there will not be much relief either to the dOI'lers, or to the Sales 
TaxDepartment. · 

The suggestion 11bout taxing only the wholesalers also presents more or less 
· similar clliliculties. The first cllilioulty would be to define a wholesale dealer. H 
sales other than those made directly to consumers, are to be treated as wholesale 
sales, then most of the dsalers would be liable to pay the tax and there would be 
many posaibilities of taxing the same goods more than once. H second sales, i.e., 
.the next stage of sales pfter the sales by producers, manufacturers or importsrs, 
are treated as wholesale sales, the determination of this stage of sale would be 
cllilicult in the case of unorganised industries and manufactures and also in the esse 
of many of the imported articles, and large-scale evasion would be posaible. The 
r8te of a single-point tax levied on first or second sales must be much higher, to 
give the 8ame yield of revenue, than the rate of the tax on last sales. A single-point 
sales- tax on first or second sales will also be imposaible to collect on imports mads 
directly by consumers and the higher the rate of the single-point tax, the greater 
will be encouragement for such direct imports . 
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In regard to the licensing system advoeated by some, there are two methods by 
which such a licence fee can be imposed. The licence fee can either be levied on 
the basis of the income of a dealer or his gross turnover. If it is linked with his 
income it becomes a tax on professions, trades and callings and under section 142A 
of the Government of lndis Act, 1935, tbe'Provinces have no power to levy a tax 
of this nature exceeding Rs. 50 a year. Such a licence fee will not therefore yield 
Any substantial revenue to Government. The other method of levying a licence 
fee on the basis of gross turnover is more or less a variation of the general turnover 
tax which we have discuased below at length. The slab rates of fees under this kind 
of licensing system work inequitably between dealers within the same slab. For 
instance, if a uoiform licence fee of Rs. 1,000 is levied on dealers having gross turn­
overs between Rs. 30,000 to Rs. 50,000, the dealers having turnover nearer the lower 
limit will have to bear comparatively a higher rate of tax than those who have 
turnovers reaching the higher limit. 

IX. ADVISABILITY OF DIPOSING A GENERAL ToRNOVEE TAX. 

20. Lastly, there is the alternative of adopting a general turnover tax such 
as is being levied in Madras. A number of organizations of merchants have 
urged the adoption of this type of taxation in preference to the single-point 
~ystem and a majority of the Committee are in favour of this step. Mr. Mahomed 
Husein Hasham Premji, however, is strongly of opinion that as between the two 
systems namely the single-point tax and the general turnover tax, the single-point 
tax has definite advantages over the general turnover tax and favours the single­
point taL He does not therefore agree with the views expressed by the majority 
of the Committee in the following paragraphs regarding the advisability of imposing 
a general turnover tax. 

21. The reasons of the majority for eXpressing this view will appear from 
the following brief discussion of the merits · of the two systems. The main 
objection that has been put forward against general turnover taxation is that 
it involves taxstion at each stlge at which an article changes hands and leads 
to taxing an article many times over. , It should, however, be clear that there is 
nothing intrinsically wrong in taxing an article at each stage instead of at one 
stage only, so long as the total incidence of the tax on the consumer is not 
different under the two systems. Multiple taxation is not double taxstion. 
Whereas in the single-point system the total burden thst an article is intended to 
bear is .imposed on it at one particular stage under the multiple tax system or 
the general turnover tax the tots! burden is so divided thst a part of it is home 
whenever a commodity changes hsnde. · . 

22 .. The second and the real ·objection against the general turnover tax 
is that it• incidence varies from commodity to commodity according to the 
difference in the number of hands through which it passes before reaching the 
fins! consumer. The difierence in incidence under the general turnover tax 
is obvious and inevitable. However,. a difierential incidence is not necessarily 
unjust. The number of times that a commodity chsnges hande is indicative 
of the amount of trading and transport chsrges that its final consumer is able 
to bear; and it may be argued that taxstion which is related to the number 
of occasions of trading conform• to economic facts hotter than the single uniform 
tax system. It is also not true to eay that the incidence of the turnover tax 
will be larger on the commodities consumed· by the poorer classes than on those 
consumed by the richer. In a large number of instances of produce locally made 
and locally deslt in, the incidence of the general turnover tax will be distinctly 
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lighter than that of the single-point_ tax. · It is true that some luxury goods 
change hands a fewer number of tlllles than a number of necessaries. It is 
equally true, on the other hand, that the consumer goods required by the richer 
classes pass _through a larg~ number of banda for purposes of refining etc. and 
that these w!'l• und~r the general turnover tar, be liable to higher rates than 
under the smgle-pomt tar. In the absence of adequate data regarding the 
structure of trading in an the major types of commodities it is not possible to 
make any generalisation regarding the incidence on the poor, of the particular 
system of taxation. When the total revenue receipts under the two systems 
are the same the total burden on the body of consumers will be broadly the 
same. The distribution of the burden among different goods will be different; 
some types of goods will be tared heavier under one system than in the other 
and otice versa. Only such commodities as are more traded in, .will be tared 
correspondingly more in the general turnover tar and there is, therefore, no 
presumption that such a tar will levy a heavier burden on the poorer classes 
than the single-point tar. 

23. Another objection against the general turnover tar is its supposed 
burden on manufacturers and on erports from a Province. It is argued tbet 
the general turnover tar will, to a certain ertent, be inoorporated in the oost of 
production of each manufacturer and that the price of manufactured goods 
will be correspondingly high. It is true that whereas the single-point tar is 
levied almost entirely after the stage of manufacture, a part of the payment of 
general turnover tar will be made by the manufacturer himself. To the ertent 
that the raw rnsteriaiB and other goods bought by the manufacturer pay the 
general turnover tax, it will be reflected in the cost of production of the 
manufacturer. The final prices of gooda to the oonsumer within the Province 
itself will, however, not differ under the two systems ercept for the differentia.! 
incidence discussed above. The price charged to the consumer for any article 
will, the revenue raised under the two systems being the BSme, be the BSme to 
the ultimate oonsumer. Under the single-point tax, the tar will be added only 

. at the last stage, that is at the stage of sale to the oonsumer himself, whereas 
in the general turnover tax it will have been partly incorporated in the prices 
at stages earlier than the stage of the sale to the consumer. The prices to the 
consumer of commodities and, therefore, the demand for them and the competitive 
position of internal producers amongst themselves will in no way be affected 
by the substitution of the general turnover tar for the single point tar. 

There will, however, be some difference made in the position of the intema.l 
producer in relation to the imports from and exports to a .region where no 
sales tax is imposed. Imported gooda will bear the tar to the ertent that they 
are traded in within the province and for exports provision can be made, as in 
Madras, for rebate of the last tar paid. The competitive handicap on the internal 
producer can, in the circumstances, be measured by the extent to which the 
tar falls on the components of his cost of production. The tar . element is 
likely to be significant only in some types of manufactures. That part of the 
cost of production which is represented by payments of wages or other services or . 
interest, profits, etc., will in no case bear the tar. H, as we SUSjlSBt belo'!'", 
certain generalized exemptions as that of power and fuel are proVlded . fur m 

. the general turnover tar, that element of the cost of production will also 
bear no taxation. Only taxable rnsteriaiB purchased by the rnsnufactnrer and 
used in his rnsnufacture will bear the turnover tar to the ertent to which they 
have been traded in before they reach ·the rnsnufactnrer. Against this will 
have to be set off the tar that the manufacturer will have to pay on the goods 
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consumed by him for which he is unable to obtain exemption- in the ·single­
point system. It is obvious that the element of the tax will thus differ from 
industry to industry according a~ t~e element of the cost of_raw ma~risl ?ear dig 
the tax is larger or smaller m 1t. The tax element 1B not likely m any 
event to be material. With a general turnover tax of one per cent., an increase 
of one per cent. in the cost of production of a manufacturer will be brought 
about if the cost of hia taxed materials account for half of the total cost of 
production of goods produced and if these materials have on an average changed 
hands twice before being bought by him. 

24. There is one general aspect of the question of competition to which we 
would like to refer in thia connection. Iri comparing the competitive capacity of 
producers residing in different administrative regimes, _a comparison confined 
to a particular tax does not give a true picture. The comparison between 
administrations must be drawn with reference to the total burden of taxation 
imposed by each administration and ita incidence on different productive 
octivities within their borders. This is the only manner in which the comparative 
incidence and the resulting competitive positions of industries in different 
regions could be judged. Strictly speaking, even thia is not sufficient. It would 
be further necessary to judge of the effects of the expenditure of tax proceeds, 
so that the burden on industry must be off-set by the advantages accruing to 
industry from the services etc., rendered by the administration either directly 
or indirectly to the industry or those employed by it. A heavy tax burden 
which yields a literote labour foree may actually be, in its competitive effects, 
on advantage instead of being a handicap to industry. It is unnece888ry to 
lsbour this point. We merely desite to emphasize that whereas manufacturers 
are ofton ready to lay stress on even comparatively small burdens, such 88 

those 88 are likely to be imposed by a general turnover tax, they do not seem 
to make adequate allowance in their statements for all parts of a tax system 
or for the effects of expenditure by Governments without which a true comparieon 
could not be mode. 

Another ground on which superiority is claimed for single-point taxation ia 
that the consumer has under it direct and clear knowledge of the incidence of 
the tax on himself. The wo~king of the single-point system even for a few­
months in Bombay h88 proved that thia ground is untenable. It has already 
been found impossible in thia Pro,ince to give definite directions, on the one 
hand, to traders 88 to the manner in which they should collect the sales tax from 
their customers ; and it has been found impossible on the other hand to detect 
or to take any action when noticed against either & larger charge than 
warranted or a charge_ ?n goods not liable to ta~tion, ?f sales tax by 
dealers. Iri th~ event, 1t _IB no longer true to say that m the Sl'Dgle-point system, 
the consumer mther definitely knows what tax he has to pay or is able to resist 
an illegal charge or an overcharge by a dealer. When as in the single-point 
or in the general turnover system the tax is collected from ths trader the 
extent to which and the manner in which it is passed on to the consumer 'is no 
concern of the t&xing authority. It is a matter in which no action could be 
taken by Government or the Sales Tax Department nnless the structure of thE> 
tax is radically altared so 88 to llWke it a tax directly payable by the consumer 
as, for instance, w~ere the sales tax is collected by the affixing of stamps to 
cash memos.· It nught, on the other hand, be taken as a possiblE> merit of 
general -~over tax~tion t!'at its incidenc~ being stn~ll at each stage, there ia 
more likchbood of 1ts bmng absorbed m sppropr1ate circumstances by the 
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dealer and that at almost every stage of its incidence there is less likelihood 
of the dealer wanting to pass the tax on even the smallest sales than in 
a system where the tax is comparatively heavy at a single-point. Ultimately, of 
<:onrse, it is generally realised that the passing on to the oonsnmcr of the tax 
will depend essentially on the state of the market and the comparative strength 
~f the positions of the seller and the buyer. 

While in this manner, the criticisms against the system of general turnover taxa• 
tion do not appear to be of importance, the advantages, administrative and others, 
that may accrue under this system seem to be very large. The chief of such 
1>dvantages is that the general turnover tax can be operated without adopting tho 
system of registration. We have pointed out above the di.ffi.culties experienced in 
administration of the system of registration. We have alao suggested ways in 
which some modification of it would lessen these di.ffi.culties. It is clear, however, 
that even the modifications we suggest will not entirely do away with them. The 
lowering of the limit for importers and manufacturers will not do away with. the 
large advantage enjoyed by unregistered dealers in tha sphere of all trading, in 
especially primary produce, in the province within which the intervention of 
a registered dealer is unnecessary. • A nnmber of instances of diversion of trade 
to unregistered dealers and other practices in this sphere were brought to our 
notice. Further, tl)e enforcement of the provision of a lower limit for importers 
and manufacturers, recommended by us, will itself be subject to all the di.ffi.culties 
which we have noticed in discussing the levy of the tax at the first stage. With 
the maintenance of the system of registeration is alao involved the need to watch 
that registered dealers obtain tax exemption only on goods re-sold and all the 
problems of interpretation arising out of the specificat~on of goods for dealers who 
are manufacturers. The complications created by the contiguity of the borders 
of ot)ler administrations cannot alao be materially lessened by the modifications 
:recommended by us in the single-point tax system. The operator or dealer in 
a State centre will, under the single-point system, have considerable !llivantage 
over a dealer within the Province. AJao evasion is likely to be specially 
large in the single-point system in relation to the exemption of exports. The fact 
of export, especially by road, is not easy to check and evasion in most districts 
'where State boundaries are contiguous and the exports are by road, will be .very 
oonsiderable. 

. 25: It has been reckoned a merit of the single-point system that it would enable 
1>0 article eto be traced through various stages to the final consumer completely, 
.because of the series of detailed accounts that traders at all stages will have to submit 
and because of the necessity of claiming exemption by traders at all except the 
)ina! stage of the sale of a commodity. Theoretically, the claim may be conceded. 
J>:ractically, it is doubtful whether any normally stafied Sales Tax Department will 
.be able really to check in detail the passage of the bulk of all commodities in this 
manner from hand to hand. If the check is complete, the single tax system may be 
able to operate perfectly. If the check is at all incomplete, it encourages and leaves 
'room for very considerable evasion. Under the general turnover tax, the returns 
will not be as detailed and may not be as full as in the singl&-point system. On 
the. other hand, their supply will tax the etafi of the trader and the trader himself 
less, their scrutiny will prove less of a burden on the Sales Tax Department and 
the temptation to evade, the burden of the tax being materially less, will to each 
inividual trader, be substantially less. · 

26. All the complaints regarding elaborate accounts that had been put forward 
.by various bodies of traders are likely to diminish very materially by the adoption 
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of a system of general turnover taxation. In the same manner the complaints 
regarding harrasament of dealers bi officers are likely to diminish, because of the 
greater simplicity of the structure and adminiotration of the general turnov~~ tax. 
The greater the difficulties in interpretation and· the more the compleXlttes of 
accounting, the larger the number of OCCII8ions where a dealer may be tro~bled ; and 
therefore, the adoption of the general turnover tax may secure, to a matertal extent, 
greater co-operation in the working of the tax from the trading community. 

27. Again, the single tax system depends, for its proper working, on an 
assumed chain of transactions. It takes for granted that the registered dealers 
will always sell to registered dealers through a series until finally the consumer 
or an unregistered dealer steps in, at which point the tax is levied and collected. 
We have pointed out tltat in actual practice an unregistered dealer or processor 
or manufacturer tnay intervene at any stage before the final sale to the consumer 
of the commodity· in question. Each time there is such an intervention, a case 
of double taxation occurs. We have noted this fact, but have not been able 
to suggest any remedy against it. It needs to be emphasized- that wherever 
this happens the total tax borne by the cominodity increases immediately from 
that of 3l to 6! per cent. It is not 'possible for us to say to what extent double 
tazation will actually prevail. We merely note that the extent of it will be 
larger, the larger is the operation of small processors, manufacturers or dealers 
in the intermediate stages. 

28. It has been contended that the general turnover tax brings in a much 
larger number of unite in sales tax administration and, therefore, makes admini­
stration more cumbersome and difficult. It may, however, be pointed out 
that in the area above the limit laid down, the single tax system with its 
compul!!ion of registration for all makes for an equally large number of dealers 
being brought under the purview of the sales tax administration. It will merely 
happen that in the one, the tax is not recovered from a large majority of these 
dealers in respect of a large part of their transactions, i.e. of those transactions 
which represent sales to other registered dealers. This does not, however, mean 
that the work ofeither dealing withthenumber ofretumsor theneedofscrutinia­
ing them is any the less under the single-point system. As pointed out above, 
the need for tracing commodities successfully through a chain actually makes 
the scrutiny more elaborate in the single-point system. The taxation limit 
uuder the general turnover tax will, of course, have to be low. But it has already 
been found necessary by us to lower the compuleory limit for importers,· eto. 
and to allow voluntary registration from this lower limit. ·In a number of trades, 
dealers who import part of their requirements form a large proportion of 
the total. Hence, the actual number of dealers who will come within the 
operation of the general turnover tax will not be very much larger than under 
the single-point system. ·. -

29. There is no justification for the claim that the general turnover tax 
would lead to a greater disturbance of the -trading structure than the single­
point tax. Little more than a generalization can be made in this respect. It 
may, however, be claimed that any tax burden which is substantial and which 
impinges only at .a particular point will lead to a greate~ disturbance in existing 
trade arrangements than a tax burden which is slight and whose incidence is 
widespread. A small tax gives less incentive to evasion. A small. taX .also 
gives less incentive for bringing about actively, change in the type of trader 
or in the place of trading. Thus, on general considerations, the tun>over tax 
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should lead to less of a disturbance in the existing tmding structure than the 
single-point taxation-

This last point has very considerable relevance when we look to the future 
?f t~ syi!tell?- of t:">~tion and the possible . yi~ld from it. The Ministry has 
JUStified the unposttlOn of a aales tsx by pomtmg to their large commitments 
regarding expenditure on development of the nsouroes of the Province. The 
sa~es tax is. intended, P":"umabl~, to be an important instrnm~nt of financing 
this expenditure. The yteld_ estimated, at present, of the sales tax is not 
very large in relation~ these future requirements. The rates of the tax may, 
therefore, have to be rrused in the future. If this is so, the merits of a general 
turnover tax become specially important. All the difficulties reg&rding paSRing 
on· the tax to the consumer, regarding evasion, . regarding differentiation 
between registered and unregistered dealers, or differentiation between State and 
Provincial territory will become considerably aggmvated, the higher the rute 
of the single-point taxation. Therefore, e. tax which is expected to yield 
substantial ~evenue had be.•t be a tax whose rate is low, but whose. incidence 
is universal. 

30. The adoption of the general turnover tax does not involve, in our opinion 
any dieturbance. of the other parte of the structure of the existing Bombay Act. 
It also makes -no . difference to the recommendations made by us abo,-o in regard 
to _these other parte. If it is decided to adopt a gencro I turnover U>x we would 
suggest that the liability to ts-'< may be defined by compelling all dealers with 
a gross annual turnover exceeding Rs. 10,000, to register. 

For a turnover in a year up to Rs; 20,000 the tax should be laid at llat 
rates as under: Rs. 10,000 to Rs. 15,000--Eight Rupees per month. Rs. 15,000 
to Rs. 20,()00-C-Twelve rupees per month. For & turnover exceeding Rs. 20,000 
the U>x should be at the rate of one per cent. of taxable turnover. Two other 
-features of the Madras Act we would recommend for adoption. These are the 
tml\tment of exporte and the licensing, eto., of •gents. If relief to -exporte is given 
by the method of rebates 9n restricted and defined categories this will make . 
for a considerable check on evasion. The adoption of licensing of certain classes 
may meet th<t difficulties of large numbers of traders who have made strong 
representations· and whose ease can be fairly met under such a provision. 

X. EXEMPTIONS UNDER THE PRESENT A<n: AND THE NEED POR REVISING 

THE POLICY· UNDERLYING THEM. 

31. We have now practically completed our detailed examination of the basis 
and structure of the Bombay Sales Tax Act,l946, excepting that of the exemptions 
granted under it. In our opinion, the present Jist of exemptions is large and seems 
to have been made up on a variety of considerations. There is a large class of goods 
included within it which are consumed by the poor. But there are still other 
classes whose inclusion in the exempted Jist can only be justified on other grounds 
such as encouraging particular types of production or producers, or exempting 
particular types of purchases because they are invested with religious o• other 
importance. We think it essential that in a sales tax of any type t~e !jst of 
exem tiona shall be as small as sstble. Theorettcally, the n10re umversal tlie 

c1 ence of a sale tax the easier, in every way is its administration. It is obvious, 
however, that the incidence of any sales tax is so highely regressive thot as large 
a part, as possible, of the essential consumption of the very poor should be exempted 



from such taxation. In making up an exemption list it is, however, necessary 
to keep in the foreground the point of view of its practical administration. 
A large exemption list has not, by itself, any merit. Exemptions which are confined 
to a few large and well-delined categories and which lead to exempting almost whole 
trades or the dominant activities of specific types of traders as a whole, operate 
very much better than numerous, narrowly delined exemptions which cut across 
the trading operations of large classes of dealers. ·We have prepared our list of 
exemptions with these considerations in mind. In the light of certain recent 
information regarding family budgets we estimate that the exemptions retained 
by us in the list will free from taxation almost half of the total expenditure on 
consumable goods by an average working·claas family. 

32. Exemptions other than those justified on the ground of freeing the consump· 
tion of the very poor should not, as a rule, be incorporated in the list. To this 
general rule we have allowed only two types of exemption. Firstly goods like 
cotton and cotton yarn which are almost invariably producers' raw materials and 
secondly the fuel and power group which, on the one hand, ia very important in the 
family budget of the poor and on the other is a common essential of all industrial • 
activity. Encouragement to particular traders, producers or activities is best 
and most efficaciously given by direct action, in this behalf, on the part of Govern­
ment. Inclusion in the sales tax exemption list does not perhaps give very 
substantial help to any activity. On the other hand, every such exemption adds 
to the difficulties of traders and of the administration and every exemption that 
leads to evasion, leads to loas of revenue, undermines the administration of the Act 
and effectively increases the gap between. the burden on the consumer and the 
revenue accruing to Government. A small number' of specific, clearly-formulated 
and easily-administered exemptions are, therefore, preferable to a large imposing 
'list which, however, !esults only in considerable evasion and in perhaps still taxing 
the .consumer through illegitimate activities of traders without !'Orresponding 
benefit to Government. A large field of exemption also necessarily involves 
a higher rate of taxation on the non-exempted goods. 

33. We have in all our recommendations treated the tax under consideration as 
a f;!eneral tax which is meant to be imposed on all types of goods. We are aware 
of the regressive !l"ture of such taxation. We think that it might be desirable 
and also poasible to off•et partly this regreasive effect by some type of special taxa­
tion on lu.xury collSumption. We, would, however, not recommend mixing the 
system of such taxation with this general sales tax. It would be better if that type 
of taxation is undertaken as an extension of the earlier measure of 1939, of taxation 
of specific commodities. • 

34. We give below a list of goods which in our opinion should be exempted 
from the tax:- · · 

All cereals and pulses including all forms of rice (except when sold in sealed 
containers) ; · · 

Flour including atta, maida; suji and bran (except when sold in sealed 
conta:ners) ; 

Bread. 
Meat "l · 

Fish J
\. except when sold in sealed containers. 

· Fresh eggs. 



Cattle, sheep and goats.· 

Y egetsbles green or dried other· than medical preparations. 

Fresh fruits. 

Salt. 

Fresh milk, butter milk and curds. 

Kerosene. 

Coal Gas.-When sold by a Gas Supply Co., for consumption­

(a) by Government or any Local Authoirty, or 

(b) in respect of any industrisl undertaking (other than in 
residential or office premises). 

Goods on which duty ·is or may be levied under the Bombay Abkari Act, 
1878, or the Opium Act, 1878. . 

Electrical Energy. 

Mo~~ ~pirit, m~ning an~ liquid ~r admixture of liquids which is capable 
o£ provtding reasonably effiCient motive power for any form of motor vehicle 
and which has a ftashing p~int below 76°F. 

Water (other than aerated and mineral waters). 

Firewood and chareoal, 

Stamp paper sold by vendors duly authorised under the provisions of the 
Indian Stamp Act, 1899. 

Cotton (whether ginned or unginned), 

Cotton yam. 

35. Besides the exemptions specified in the Schedule to the Act, certain 
'B&Ies of goods are allowed tax-free under the interpretation of some terms occurring 
in the Act or by specific provision in the Rules. One such term is " for 111!8 

by him (a registered dealer) in the manufacture of any goods for asle " occurring 
in section 6 (2)(a) (ii) of the Act. In our opinion, this exemption should cover 
raw materials, subsidiary materisls, fuel and lubricants, and basic machinery 
and replacements of broken or wom out parts thereof. Under Rule 5A of the 
Bombay Sales Tax Rules certain other asles are also excluded from liability to 
tax. Where these exclusions have been provided for to ensure solely that 
the tax is levied ouly ,at a single point or to remove any technical difficulties 
under the Act, we· have no objection. But where these exclusions give specific 

· c;oncessions to a particular class or classes of goods or dealers we, for reasons 
already stated, see no justification for granting them. The types of eXemptions 
referred to in this paragraph arise ouly if the present structure of a single point 
tax is retained and would not arise in a general turnover tax recommended by 
a majority of us. Under the latter kind of ts%, it would be ll"Ough if coal, coke 
and fuel oil are added to the schedule of exemptions. 
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for making available to us its Committee Room for holding meetings. 

We desire also to plaoe on record our high appreciation of the work of the 
Secretary of the Committee Mr. P. S. Nadkami. Mr. Nadkarni's specialiaed 
knowledge of the structure and working of the Sales Tax in this and other provinces 
and the ability shown by him in dealing with the mass of evidenoe and in drafting 
were of great assistance in enabling the Committee to complete its work in time. 
We are also indebted to the stsft tmder him for their diligent work. 

P. s. NADKARNI, 
Secretary. 

Dated Bombay, 15th January 1947. 

D, R. GADGn., 
Chairman. 

M. H. HAsiWII'REwr, 
Member. 

SIWITILAL H. SHAH, 
Member. 
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APPENDIX I. 

Li8! of Inilividuti,,: ABSociat;?>!s, Oha•nk;. etc., who aelll suggestions 
t,Q,!he Oommiu.e. 

Name. 

Ahmedabad Aerated· Water Works .AssociatiOn· ••• 
• Abbasbhai ~alii Pistqlwala ..... .. · 

. ••• 

·A. F. Coelho 
Ahmedabad Coke Merchants' Assocuition 
Amrut Trading Company: · .... 

. Ahmedabad Gnmasta Maha Mandai 

. . ··· 

~"Ahmedabad. Chemists Mandai · · 
Ahmednagar Commercial Union 
Akhil Karnatak Brass, Copper and Metal Merchants' 

· Association. . 
All-India Food Preservers' Association 
Ambalal & Company 
Ahmedabad MU$lim Wholesale Co-operative Stores Ltd. 
Ahmednagar District Chamber of Commerce . . 
Association oflnd.ian Industries . . , . 
Association of Electrical Undertakings, Bombay Province ..• 
Akhil Bharat Charkha Sangh, Gujarat Branch .. 
Anaj Kariana Vepari Mandai -· Ambalal Naran.d.as Mali 
Ahmedabad Publishers & Book Sellers' Association 
Ahmedabad Sales Tax Protest Committee . 

Babnbhai Chhotalal, Cloth Merchant 
Bharat Boot House 

• 

Bombay Provincial Merchants' Conference 
Bombay Provision Merchants' Association ... 
Balkrishna Pitambar Talathi (Mahadwale) Pleader 
B. K. Knlksrni, B.A., LL.B. 

Ad­
Ahmedabad. 
Do had. 
Bombay . 
Ahmedabad . 
Bombay, 
Ahmedabad. 
Ahmedabad. 
Ahmednagar. 

Hubli. 
Dadar, Bombay. 
Bombay. 
Ahmedabad. 
Ahmednagar. 
Bombay. 
Bombay. 
Bardoli. 
Kadod. 
Ahmedabad. 
Ahmedabad. 
Ahmedabad . 

Ahmedabad. 
Ahmedabad. 
Poona. 
Bombay. 
&tara. 
Poona. 

'Bombay Lodging & Boarding House Association 
B. Muknndlal & Co. 

,., Bombay. 

Bombay Coastal Refrigerating Co~ Ltd. 
Bombay Sales Tax Prote:.t Committee 
Bombay Press O~ers' Association · 
Bombay Provincial Hotels' Federation 
Bombay Provincial Muslim Chamber of Commerce 
Bai Jerbai Wadia Hospital for Children 
Bombay Piecegooda Native Merchants' Association & Bombay 
_ Country Fancy & Grey Piecegooda Merchants' Association. 
Badri Ice Factory 
Belgaum Jillia Vepari Sangh 
Bhuleshwar Swadeshi Mart ·~ 
Bras;; & Copper Merchants' Association 
Bombay G->..nuine P...P.' Dealers' Association 
Bombay Province Sales Tax_ Protest Front 

Bombay. 
Bombay. 
Bombay. 
Bombay. 
Bombay. 
Bombay. 
Bombay. 
Bombay. 

Snrat. 
Belgaum. 
Bombay. 
Poona. 
Bombay. 
Bombay. 
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Name. 

Bansilal H. :Mehta 
Bombay Grain Dealers' .Association 
Bombay Shroffs (Bankers) Aasooiation Ltd. 

... 
Ad<mos. 

Ahmedabad. 
Bombay .. 
Bombay. 
:Barsi. Barsi Teli Sangh · •.• 

Bombay Presidency Traders .Association 
Bombay Wool Merchants' Association . 
Bharat Mercantile Corporation 

,,; Bombay. 

Bombay Sweetmeat M""chants' .Association 
Bombay Book Sellers' .Association 
B. R. Dhekney 
Belgaum Ccnstrnction Works •.. 
Bhavnagar Jain Temple · ... ••• .,. 
Bombay Kariana Colour & Chemieal Merchants' .Association. 
Bombay Provincial Sara£ (Gold 1;\ilver) 1\ferchants' Conference. 

Choksi Kanchanlal Maganlal 
Chandulal Chhotalal Gheewala 
Chairman, School Board L. A. Municipality 

Bombay. 
Bombay. 
Bombay. 
Bombay. 
Dharwar. 
Belganm. 
Bhavnagar. 
Bombay. 
Belgaum. 

Umreth. 
Kapadwanj. 
Dharwar. 
Bombay. C. K. Butala & Cc. 

Chamber of Commerce 
Cardamom Merchants .• 
Chempaklal Maneklal . . 

.•. Bombay 

Chalisgaon Merchants 

Haveri. 
Dohad. 
Chelisgaon. 

D. C. Shah, :B.A., LL.B., Advocate" • .. Ahmedabad. 
Dossabhai S. Dalal ' 
Dahyabhai Parsotam 
Messrs. Raghulal Premji & Nandlal Premji 
Dalal Merchants' .Association 
D. C. Savadi & Cc. 
Donlop Rubber Cc. (In!lia) Ltd 
Dadar Retail Cloth Merchants' Association 
Dharwar District Cloth & Yarn Merchants' .Association 

EckkeLtd. 
Eastley Lam & Cc., Solicitors & Notaries Public (for Messrs. 

Bennett & Co., Messrs. Ghandy & Cc., Messrs .. J. S. Mody 
& Co. Messrs. Sorabji Ccwasji & Cc.,Auctioners) 

Elphinstone Paint & Colour Manufacturing Cc. 
Eagle Star Trading Corporation 
Educational Publishers .Association 
Foot-wear Merchants' Association 
Federation of Caps Merchants' .Associations 0f :Bombay 

Bombay 
Surat .. 
:Bombay. 
Dharwar. 
Nipani. 
Bombay. 
Bomba}'. 
Hubli. · 

Bombay. 

Bombav, 
Bombay. 
Bombay. 
:Bombay. 
Belgaum. 

_:Bombay. 

Grain &. Grocery Merchants' .Assooiation . ... Jambusar. 
Gold & Silver Ornaments Merchants' Aasociation 
Gotdhs.ndas Vandravan, Cfo Digvijay Spg. & Wvg. Cc. Ltd. 
Grain & Rice Merchants' .Association ... • •• 
Ganpat Vithal Shets, Wholeaale & Retail Merchant 
Go\'ind Ganesh Patskar, Cfo The Saswad Mali Cc · 

Bombav. 
Bombay. 
Surat. 
Jaigad. 
Akluj. 

Ghongadi Vyapari Sangh . · .. . ... 
Ghatkopar-Kirol Mnnicipality 

' .... Pandharpur. 
... Ghatkopar. 
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Gold-filled Leather Works 
Govindjee Murarjee 
Gandiv Sahitya Mandir 
Govardhandas Ranchhoddas 
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Grain and Oil Seeds Merchants' Association .... 
Gold and Silver Ware Merchants' Association ..•• 
Gitgaon Gold and Silver Merchants' Association 
G. M. Kapadi,a & Co., Registered ,o\ooountants 

Homi N. Driver 
Hindu-Muslim Hotel Union 
Hotel Trade Organieations of the City and Suburb 

Bombay. 
of 

,.Hariprasad B. Shukla, B.A., LL.B., Advocate , .. " . 
International Services, Book Sellere and Agents ete. 
Indian Grain Dealers' Federation 
Indian Medical .Association . '· .. 
Industrial Co-operatives and Village Industries. 
International Lubricants Ltd. . .. , 

Jethabbai Narsee 
Jamshedji Rustemji Pagdiwalla 

Jasmine Agency 
Javerilal M. Choksi · 
J. B. Kothari 
J. D. Khandhadia, D. Com., (I.M.C.) 

.... ~. 

J. V. Dharmsey, Merchants and Commission Agents 
J. L. Morison, Son & Jones (India) Ltd. ... 
J. Stene & Company (India) Ltd.lli;ngineere) 
Joshi & Co. 
Jahengir Jamshedji Shroff 

Jayshenkar Mehta & Co. 

Kirtiial Kalidas & Co. 
Kanchan M: Patel 
Kariani Dalal and Merchants' Ass<lciation 
Keshav Vaman Shanbhag , .. 
Karnatak Oil Mill Owners' .,4ssocia~ion 
Khanaaheb Sarosh K. Irani 
Kapadvanj Choksi Mahajan 
Kapadvanj V epari Mahamandal 
Kolaba Jilha Vyapari Parishad 
·K. C. Mehta, Jeweller . 
Khalsa College ... 

. Kagdi Merchant Association 
Karim bhoy Laljee • .. · • .. 
Karnatak Chamber of Commerce · · ... 
K. K. Sanghavi, B.A., LL.B., Advocate 

... 

~ .. 

. ... 
-···. 

... 
... 

.. -. 

Ad~ 

Bombay. 
Bombay. 
Surat. 
Mahad. 
Bombay. 
Bombay. 
Bombay. 
Bombay. 

Poona. 
Ahmedabad. 
Bombay. 

Bombay. 

Dadar.· 
Bombay. 
Bombay. 
Poona. 
Bombay. 

Bombay. 
Baug, Malcom 

Jogeshwari. 
Nadiad. 
Bombay. 
Bombay. 
Bombay. 
Bombay, 
Bombay. 
Bombay. 
Bombay. 
Bombay. 
Ahmedabad. 

Bombay. 
Borivli. 
Sirsi. 
Honavar. 
Gadag . 
Ahm:inagar • 
Kapadvanj. 
Kapadvanj. 
Pan vel. 
Palanpur. 
Bombay. 
Bombay • 
Bombay. 
Hubli. 
Bombay. 
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Name. 

Lalita FacU!ry ••• 
Laxmi Oil Mills . . .• 
Leather Goods Manufacturers and. Dealers Association 
Liberty and Co. 
Laxmi Oil Mills 
Lavji Ranchhoddse Thakkar 

M. K. Boudagar 
Mackinnon Mackenzie & Co. 
M. R. Patel 
Millowners' Association •.. 
Merchants' Association •.. 
l\Iarwari Chamber of Commerce Ltd. 

Ad.U.... 

••• . .Ahroedahad. 
Bombay. 
Bombay. 

•.• Patna. 
Surat. 
Kalyan. 

Belgaum. 
Bombay. 
Bombay. 
Bombay. 

. ... Karwar. 
• ..• Bombay. 

Madhavbaug and Kapadgalli . .Retail Cloth 
Association. 

Dealere' Bomha:y:. 

Maganlal Trikamalal Dave ..• 
Moakati Panchkuva Cloth Market Aseociatiqn. 
Mulchand Pxemchand . 
Manufacturere of .Aerated Watere 
M. B. Wooka . 
Motion Picture Society of India 
Murtaza .Alikhan (Nawahzada) 
Mehemdabad Ghee Mahajan 
Motichand & Co., Engineers & Contractors 
M. K. Boudagar & Sons 
Managing .Agents, Mazgacn Docke Ltd. 
M. Pxemji & Co. • .. 
Mahratta Chamber of Commerce and Industries 
Madhavlal & Co. Ltd. • •• 

..• Daekroi. 

.. • .Ahroedahad. 
.Ahroedabad. 
Surat. 
Bandra. 
Bombay. 
Bombay. 
Mehemdabad. 
Bombay. 
Belgaum. 
Bombay •. 
Bombay. 

. Poona. 
Bombay. 

Navjiwan Karyalay • .:. .Ahroedabad. 
National Ring Supplying Co. · •.. ·co.. · ..•. Bombay. 
N. Thakordae and Co.,- Importers; Exporters and Commis- Bombay. 

sion .Agents. 
.Ahroedabad. N. Kusumagar & Co. . 

Narayan Ramcbandra Patankar, President, Rajapur Rajapur. 
Merchants' Meeting. 

Navjiwan Sangh ••• 
Narothoram Ragunatb Mehta 
Nimco Soap Worke 

Punjalal Bhogilal Ghewala 
Pxatapkumar Popatbhai Vaidya ..• 
The Pxemsbaw Motor Co., Wireless & Motor Depot 
Panwala Electric Storea •• • . · · · •.• 
Mr. P. G. Bbatya, Pleader and Business Adviser 
Polson Limited 
Patel Brotbere 
Parik Lallubhai J eaingbhai's Pedhi 
Poona Footwear Merchants' Aseociation 

~·· 

-··· 

Bombay. 
Bombay. 
.Ahroedabad. 

Kapadvanj. 
Bombay. 
Bombay .. 
Surat. 
Sa tara. 
Bombay. 
Naeik. 
Virsmgam. 
Poona. 



~ame. 

Prabhashan)car G. Upadhya 

Prabhakar Agency 

Balli Brothers Limited 
Ramchandra Ambalal Bhatt 
R. A. Patel 

Ratilal K. Modi 

Sl 

Shivangowda Pedi Gowdj{Patil, Biscuit Bakery 
Steamship Agents in Bombay 
S. D. Mehta & Co. Ltd., Colliery Agents and Merchants 
Shri Gold and Silver Ornaments Merchants' Association 
Somahhai Becharbhai Patel 
S. R Patil, M.L.A. 
Sadashiv Narayan Paranjape 

. Seed Traders Association Ltd. 
Seva Sadun 

Add._ 

Bombay. 

Poona. 

Bombay. 

Broach. 
Ahmedabad. 

Ahmedabad. 

Belgaum. 
Bombay. 
Bombay. 
Bombay. 
Borsad. 
Pachora. 

···' Belgaum • 
Bombay. 

Shree Mandvi Pole Gold. and Silver Ornaments Merchants' 
Association. 

Bombay. 
Ahmedabad. 

Shree Atmanand Jain Sabha 
Shree Krishna Weaving Mills 

- Subhodchandra H. Merchant 
Surat Ghee Merchants' Association 
Sholapur Kapad Vyapari Mahajan 

. ... 

S. N. Datar, Joint Editor "Vyapari Maharashtra" 
Shah Birchand Ramchand Rakecha 
Saraf Mandai •.• . •• 
Scindia Steam Navigation Co. Ltd. . .• 

· Shankar Ganesh Date, President, Thana District Library 
Conference. 

Bombay. 
Belgaum. 
Ahmedabad • 
Surat. 
Sholapur. 
Poona.­
Ahmednagar. 
Belgaum. 
Bombay. 
Poona. 

Sadashiv Balvant Sakunde 
. Shah Somachand Chhotalal 

Sho!&pur Handloom Weaving Merchants' Association 
Sorab B. Bilimoria 
Shroff Association 

Wai. 
Nadiad. 
Sho!&pur • 

•.• . Ahmedabad. 

Shree · Ratan Pole and Richey Road, Gold, Silver and 
Ahmednagar. 
Ahmedabad. 

Jewellery Ornaments Merchants' Association. 
Sars bhai M. Dalal, High Court Pleader 
Sho!& pur Hatmag Asami Songh 
Sastn "Sahitya Mudranalaya Truot •.. 
Sukhadia Gandalal Mohanlal 
S. S. Mani, Colour and Chemical Merchant· 
Shankar!&! Bhagwandas Biyani 
Surat Book Sellers' Aasociation 
Surat Chamber of Commerce 
Shantinathji Jain Temple 
Shri Jain Swetamber Conference 
Shree Fhawl and Benarasi Cloth Me:rchants' Association 
Surat Sales Tax Virodhak Mandai ••• 

Ahmedabad. 
Sho!&pur. 
Ahmedabad. 
Godhra. 

••• Bombay. 
Poona .. 

•.• Surat. 
Surat. 
Bombay. 
Bombay. 
Bombay. 
Surat. 
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Natne . 
. The Tluma Retail Cloth Merchants' A.BBociation 

Trikamdali Udeshi 
Thokkar Brothers 
Todi and Compt•ny ... 
Trimboklal Amulakchand Doehi •.• 
Tasgaon Taluka Merchants' A.BI!ociation · ... . .. 
T. H. Son&vane, B.A. (Hons.), LL.B., Advocate, High Conrt 

Virrungam Timber Merchants' Aosociation ... 
Virrungaum Shuddha Ghee Merchants' A.BI!ociation 

Addresa. 

Thana. 
Bombay. 
Bombay. 
Bombay. 
Bombay. 
Tasgaon. 
Bombay . 

• 
Viramgaum. 
Viramgaum. 
Belgaum. Vi thai Y Mhwont Gawde Merchant 

Vyapari Mandai ,... Satars, • 
Vyapori l!langh. 
Vyapari A.BI!ooiation . 
Valimuh~med P. Shaikh, M.A., LL.B., Pleader ... 
Vanaspati Manufacturers' A.BI!ociation of India ": . 
Yithalbhoi R. Darji, Newspaper Ag_ent .,, 
V. V. Nene, Merchant ... 

Western India Builders' Assodati~n ... 
Warden's (Mysore) Limited 
Wholesale Ghee Merchants 
Western India Prospecting Syndicate Ltd. 

Zoroastrian Cost Price Stores 

APPEND!]!: II. 

. ... Shiroda •. 
Keni. 
Ahmedabad. 
Bombay. 
Kadod. 
Deogad. 

Poona. 
.Bomb<>y. 
Ahmedabad. 
Bombay. 

Bombay. 

List of Associations whose represe11tatives met tlle Oommitttre. 
1. Bombay Grain Dealers' Federation. · 
2. Bombay Grain Merchants' A.BI!ociation, · 
3, Seeds Traders' A.BI!ociotion. 
4. Bombay Shroffs' A.BI!ociation. 
5. Mr. Ratilal Gandhi, Vice-President, I.M.C. 
6. The Memon Chamber of Commerce.· · 
7. Bombay Provincial Muslim Chamber ·of Commerce. 
8., All·lndia Muslim Chamber of Commerce and Industry. 
9. The Nadiad Chamber of Commerce. 

10. The Sales Tax Protest Committee, _ 
11. The Mahratta Chamber of Commerce ond Industry. 
12. The· Bombay Provincial Sara£ (Gold-8ilver) Merchants' Conference. 
13. The Karnatak Chamber of Commerce. 
14. Bombay Provincial Merchants' Conference. 
16. The East India Cotton Association. 
16. The Marwari Chamber of Commerce. 
17. The Sa lea Tox Protest Front. 
18. The Presidency Traders' A.BI!ociation. 
19. The Surat Merchants' Chamber. 
20. The Booksellera A.BI!ociations of Bombay, Ahmedabad and Surat. 
21. The Kagndi Merchants' A.BI!?Ciation of Bombay. 


