THE HIMACHAL PRADESH TAX ON ENTRY OF GOODS INTO LOCAL AREA ACT, 2010

Short title,
extent and

(Updated upto 07-09-2016)

Act No. 9 of 2010.

THE HIMACHAL PRADESH TAX ON
ENTRY OF GOODS INTO LOCAL
AREA Act, 2010

(AS ASSENTED TO BY THE GOVERNOR ON 7™
APRIL, 2010)

AN
ACT

to provide for the levy and collection of a tax on
Entry of Goods into Local Area in the State of
Himachal Pradesh.

BE it enacted by the Legislative Assembly of
Himachal Pradesh in the Sixty-first Year of the
Republic of India, as follows:-

1. (1) This Act may be called the Himachal
Pradesh Tax on Entry of Goods into Local Area

commencement. Act, 2010,

Definitions.

(2) It shall extend to all the local areas in
Himachal Pradesh.

2. (1) In this Act, unless there is anything

repugnant in the subject or context,--

(@  “bring goods into a local area” means
causing the entry of goods into a local area
by bringing them inside the local area or
causing the goods to be brought inside the
local area from any place outside the local
area including a place outside the State for
consumption, use or sale therein;

(b)  “bring motor vehicle into a local area”
means causing the entry of motor vehicle
into a local area by bringing it inside the
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(©)

(d)

(€)

(f)

local area or causing it to be brought inside
the local area from any place outside the
local area including a place outside the State
for consumption, use or sale therein;

“business” includes,--

(i) any trade, commerce, manufacture,
any adventure or concern, in the
nature of trade, commerce or
manufacture, whether or not ;such
trade, commerce, manufacture,
adventure or concern is carried on
with a motive to make profit and
whether or not any profit accrues
therefrom; and

(i) any transaction in connection with
or ancillary to such trade,
commerce, manufacture, adventure
or concern;

“Commissioner” means the Excise and
Taxation Commissioner appointed under
sub-section (1) of section 3 of the VAT Act;

“dealer” means any person who, in the
course of business, whether on his own
account or on account of a principal or any
other person, brings or causes to be brought
into a local area any goods or takes delivery
or is entitled to take delivery of goods on its
entry into a local area and includes a casual
dealer and all other persons specified in sub-
clauses (i), (i), (iii) and (iv), including
Explanation-I, Explanation-1l, Explanation-
Il of clause (g) of section 2 of the VAT
Act;

“entry of goods into a local area” with all
its grammatical variations and cognate
expressions means entry of goods into a local
area from any place outside thereof including
a place outside the State for consumption,
use or sale therein;
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(9)

(h)

(i)

()

(k)

()

(m)
(n)

(P)
(@)

“gross turnover” used in relation to any
dealer means the aggregate amount of the
value of goods which such dealer brings or
receives in any local area or consumption or
use therein during any given period;

“law relating to local authority” means the
Himachal Pradesh Panchayati Raj Act, 1994,
the Cantonment Act, 2006, the Himachal
Pradesh Municipal Act, 1994 and the
Himachal Pradesh Municipal Corporation
Act, 1994 as the case may be;

“local area” means the area comprised
within the limits of a local authority;

“local authority” means an authority
constituted under a law relating to local
authority;

“local goods” in relation to a local area
means goods of local origin as distinct from
goods which enter into that local area;

“receives any goods” means to take delivery
or possession of any goods, whether actual
or constructive, or cause the goods to be
received by any other person;

“Schedule” means a Schedule appended to
this Act;

“State” means the State of Himachal
Pradesh;

“State Government” means Government of
Himachal Pradesh;

“tax” means the tax leviable under this Act;
“taxable turnover” means the aggregate

amount of the value of the goods liable to tax
as determined under section 7;
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12 of 2005

Incidence of
taxation. .

(N “VAT Act” means the Himachal Pradesh
Value Added Tax Act, 2005;

(s) “works contract” means any agreement
for—
(i) the construction, fitting out,
Improvement, maintenance or repair
of any building, road, bridge or any
other immovable property, or

(i) manufacture, processing,
fabrication, erection, installation,
fitting out, improvement,

modification, repair, conversion or

commissioning of any movable

property, for cash, deferred payment

or other valuable consideration; and
()  “Year” means the financial year.

(2) All those expressions, which are used but are not
defined in this Act and are defined in the VAT Act,
2005, shall have the meanings assigned to them in
that Act.

(3) Any reference in this act to the expression “has
effected entry of goods” with its grammatical
variations and cognate expression, whether used in
isolation or in conjunction with any other words,
shall, wherever necessary, be construed as including
a reference to “has caused to be effected entry of
goods”.

3. (1) There shall be levied and paid to the State
Government a tax on the entry, in the course of
business of a dealer, of the goods specified in
Schedule-Il into each local area for consumption, use

or sale therein.

(2) The tax under sub-section (1) shall be payable on
the taxable turnover of a dealer at the rates specified
in column 3 of Schedule-1l and such tax shall be paid

by every dealer.
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1(3) Every dealer who brings any goods into local area
for use in manufacturing, processing, conversion, job-
work, assembling or packing of goods and such goods
sold inside the State otherwise than Value Added Tax
sales or sent outside the State otherwise than in the
course of inter-state sale or in the course of export out
of territory of India, shall be liable to pay tax under
this Act.”;and

(4) Notwithstanding anything contained in sub-
sections (1), (2) or (3), no tax under this section shall

be levied--

(1) in respect of the goods specified in
Schedule-I;

(i) in respect of the goods on which Value

Added Tax has been paid or has become
payable to the State, except goods specified
at >Sr. No. 1(a)” of Schedule-1l *when
such goods are used in manufacturing,

processing, conversion, job-work,
assembling, packing or captive generation
of power”

(i) in respect of goods specified in Schedule-II,
which after entry into a local area are sold in
the same form outside the State or in the
course of inter-State trade or commerce or
in the course of export out of the territory of
India; and

! Sub-section (3) of section 3 substituted w.e.f. 22-01-2011 vide Ordinance No28 of 2011
published in R.H.P. extra ordinary on 082-04-2011. The previous provisions were as under:-

“(3) Every dealer who brings any goods into a local area of a value of one lakh
rupees in a year, for use in manufacture or processing of goods and every other dealer who
brings into a local area any goods of the value of two lakh rupees in a year, shall be liable
to pay tax under this Act.”

% The word, figures and signs “Sr. Nos. 6 and 7” shall be substituted by the Act No. 11 of
2016 vide Notification No. LLR-D(6)-1/2016-LEG dated 31-08-2016 published in R.H.P.
on 01-09-2016.

® The words and signs shall be inserted by the Ordinance No. 3 of 2016 vide Notification
No. LLR-D(6)-23/2016-LEG dated 06-09-2016 published in R.H.P. on 07-09-2016 w.e.f.
01-09-2016.
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(iii-a)" in respect of goods specified in Schedule —
I, which after entry into local area are
packing of goods and such goods are sent
outside the State by way of sale in the
course of inter-state sale or in the course of
export out of territory of India;” .

“(iv)  in respect of goods on the entry of which it
Is proved to the satisfaction of the Assessing
Authority that such goods have already been
subjected to tax under this Act:

Provided that if any dealer who has effected
entry of any goods specified in Schedule-11 into a
local area for the purpose of re-sale, consumes such
goods in any form or deals with such goods in any
other manner, except reselling the same, he shall be
liable to pay tax in respect of such goods.

Provided further that notwithstanding
anything contained in this Act where a dealer liable
to pay tax under this Act in the course of his
business, purchases goods from a person or a dealer
other than a registered dealer who has effected entry
of such goods into the local area prior to such
purchase, the tax shall be paid by the dealer who has
purchased such goods.

Explanation.-- For the purpose of this sub-section
the entry of goods into a local area for consumption
or use therein in the execution of a works contract
shall be deemed to be the entry of goods in the
course of business and the person who has effected
the entry of such goods into a local area shall be
deemed to be a dealer.

! Sub-section (4) of section 3 substituted vide Ordinance No. 28 of 2011 published in R.H.P.
on 08-04-2011. The previous provisions were as under:-

in respect of goods specified in Schedule —I1, which after entry into local area are packing of
goods and such goods are sent outside the State by way of sale in the course of inter-state
sale or in the course of export out of territory of India;” .

2 The clause (iv) of sub-section (4) of section 3 re-numbered as clause (V).
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(5) The State Government may by notification, add
to or delete from the Schedule-1 or Schedule-Il any
goods, or otherwise amend these Schedules,
including rates of tax, and thereupon the Schedules
shall be deemed to have been amended accordingly.

Special

prpovisions of 4. (1) Notwithstanding anything contained in

levy of tax on  section 3 of this Act, there shall be levied and

motor collected a tax on the entry of a motor vehicle by a

vehicles. person into a local area for use or sale therein,
provided that such motor vehicle is liable for
registration or assignment of a new registration
mark in the State under the Motor Vehicles Act,
1988:

Provided that no Registering and
Licensing Authority functioning under the Motor
Vehicles Act, 1988 shall register such motor
vehicle unless the person making application for
registration furnishes proof of having deposited
the tax payable wunder this section from the
Assessing Authority:

Lyxx XXX XXX

2(2) The tax shall be levied on purchase value of a
motor vehicle at the rate as specified in Schedule-
Il of the Act:

! The second proviso of sub-section (1) of section 4 omitted w.e.f. 13-10-2010 vide
Ordinance No. 8 of 2010 published in R.H.P. extra ordinary on 13-10-2010. Prior to this
amendment, the following provisions were existed:-
“Provided further that no tax shall be levied and paid in respect of a
motor vehicle which was registered in any Union Territory or any other
State under the Motor Vehicles Act, 1988, for a period of fifteen months
or more before the date on which it is registered in the State under that
Act.”

2 Sub-section (1) of section 4 substituted w.e.f. 13-10-2010 vide Ordinance No. 8 of 2010
published in R.H.P. extra ordinary on 13-10-2010. Prior to this amendment, the following
provisions were existed:-
“(2)The tax shall be levied on purchase value of a motor vehicle at the
rate equal to the difference between the rate of value added tax notified
under the VAT Act and the rate of value added tax or the central sales tax
charged, on the sale of the motor vehicle, in the invoice relating to the
purchase of the vehicle:
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Levy of tax on
e-commerce,

Provided that where the purchase value of a
motor vehicle is not ascertainable on account of
non-availability or non-production of the original
invoice or when the invoice produced is proved
to be false or if the motor vehicle is acquired or
obtained otherwise then by way of purchase, then
the purchase value shall be the value or price at
which motor vehicle of the kind or quality is sold
or is capable of being sold in open market.”

“4-A. Levy of tax on e-commerce.- (1)
Notwithstanding anything contained in section 3,
there shall be levied a tax on entry of goods
specified in Schedule-Il into local area made
through online purchase or transaction or through
e-commerce.

(2) The tax shall be levied on the value of the
goods in the manner prescribed and shall be
collected from the person-in-charge of the goods
on behalf of the importer.”

Provided that for the purpose of this section, the rate of value

added tax applicable in the State shall be taken as on the date mentioned
in the invoice relating to the purchase of the motor vehicle:

Provided further that if no invoice in respect of purchase of the

motor vehicle is produced or if the invoice does not show the rate of the
value added tax applicable in the concerned State or the central sales tax,
as the case may be, charged, then the rate of tax leviable under this section
shall be calculated at the rate of value added tax applicable in Himachal
Pradesh on the date of assessment.”

! New section shall be inserted by the Act No. 11 of 2016 vide Notification No. LLR-D(6)-
1/2016-LEG dated 31-08-2016 published in R.H.P. on 01-09-2016.
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5. Ixxx XXX XXX

Principles 6. The tax payable by a dealer under sub-section
governinglevy (1) of section 3 or by any person under sub-

of tax under
section 3.

section (1) of section 4 shall be levied in

accordance with the following principles:-

(@)

(b)

(©)

tax shall not be payable unless the dealer or
other person effects entry of goods specified
in Schedule-II into a local area;

where any such goods are consumed, used or
sold in a local area by a dealer or as the case
may be, by such other person it shall be
presumed until the contrary is proved by such
dealer that such goods had entered into that
local area for consumption, use or sale
therein; and

when a dealer purchases goods specified in
Schedule-Il in a local area from a person or a
dealer who is not a registered dealer, it shall
be presumed, unless the contrary is proved
by such dealer that the entry of such goods
had been effected by him into such local area
before they were purchased by such dealer.

26-A. Payment of tax and returns.- (1) Every

registered dealer shall furnish return in such
manner as may be prescribed.

'Section 5 omitted w.e.f. 13-10-2010 vide Ordinance No. 8 of 2010 published in R.H.P.
extra ordinary on 13-10-2010. Previous provisions of this section were as under:-

“Where any person brings a motor vehicle into a local area for his
personal use within a period of fifteen months from the date of its
registration in any Union Territory or any other State under the Motor
Vehicles Act, 1988, and that such entry is occasioned as a result of
shifting the place of his residence from such Union Territory or State into
this State, the Commissioner or any other officer duly authorized by him,
may, by order in writing, on application made to him in this regard,
exempt such person from the payment of entry tax on entry of such
vehicle subject to production of proof”.

2 New section 6-A shall be inserted by the Act No. 28 of 2011 vide Notification No. L.L.R-
D(6)-5/2011-LEG. dated 06-04-2011 published in R.H.P. on 08-04-2011.

® Substituted by the Act No. 11 of 2016 vide Notification No. LLR-D(6)-1/2016-LEG dated
31-08-2016 published in R.H.P. on 01-09-2016.
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Deductions
from gross
turnover.

(2)

3)

(4)

7. (1

Before filing of return under sub-section (1),
a dealer shall deposit full amount of tax due
for each period as prescribed and shall
furnish the proof of payment of such tax to
the Assessing Authority.”

If a dealer fails without sufficient cause to
furnish the XXX returns under sub-
section (1), he shall be liable to pay, by way
of penalty, a sum equal to Rs. 100 per day
for delay in furnishing such return upto ten
days, where after the penalty shall be Rs.
500 per day till the default continues;
provided that where no tax is payable, such
penalty shall not exceed Rs. 500 for every
return.

If a dealer fails without sufficient cause to
comply with the requirements of provisions
of sub-section (2), the Commissioner or any
other person appointed to assist him under
sub-section (1) of section 3 of Himachal
Pradesh Value Added Tax Act, 2005, may,
after giving such dealer a reasonable
opportunity of being heard, direct him to
pay, by way of penalty, a sum equal to 50
percentum of the amount of tax due.”.

) In calculating the taxable turnover

for any period, a dealer may deduct from

his gross turnover of goods during that
period, --
(@) the value of goods specified in

Schedule-I;

(b) the value of goods which without

use, consumption or sale have
been delivered outside the local

! The word “monthly” shall be omitted by the Act No. 11 of 2016 vide Notification No.
LLR-D(6)-1/2016-LEG dated 31-08-2016 published in R.H.P. on 01-09-2016.

10
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area,

(c) the value of goods which have
been subjected to tax once as such
or in the same from under this Act;
and

(cc)' The value of goods which after
manufacturing, processing,
conversion, job-work, assembling
or packing are sent outside the
State in the course of inter-state
sale or in the course of export out
of the territory of India;”.

?(d) the value of goods which after
manufacturing, processing,
conversion, job-work, assembling
or packing are sent outside the
State in the course of inter-state
sale or in the course of export out
of the territory of India;”; and

3(e) the value of such other goods as are
specifically exempted or are not
taxable under any provision of this
Act.

Explanation.-- For the purpose of this
sub-section, deduction of value of only such
goods shall be admissible which forms part
of gross turnover of the dealer and if value

! After sub-section (1) of section 4 new clauses (cc) inserted vide Ordinance No. 1 of 2011
published in R.H.P. extra ordinary on 08-04-2011-01-2011.

2 After sub-section (1) of section 7 new clause (d) inserted w.e.f. 22-01-2011vide Ordinance
No. 1 of 2011 published in R.H.P. extra ordinary on 22-01-2011.

% Existing clause (d) renumbered as clause (e) w.e.f. 22-01-2011vide Ordinance No. 1 of
2011 published in R.H.P. extra ordinary on 22-01-2011.

11
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Set off in
certain cases.

of certain goods has been deducted under
one clause then it shall not be deducted
under any other clause.

(2) The deductions claimed under sub-
section (1) shall be subject to production of
such proof in such form and in such manner
as the State Government may notify. The
Assessing Authority may ask for any
relevant evidence to satisfy itself about the
genuineness and correctness of the proof
furnished.

8.1 (1) Where entry tax”, “(1)” is payable by a
dealer or by any person in respect of the entry of
goods into a local area comprised within the limits
of a Cantonment Board and a tax in the nature of a
tax or octroi is levied by the Cantonment Board on
the entry of goods into that local area for
consumption, use or sale therein, such dealer or
person shall be entitled to a set off of an amount
equal to either the tax proved to have been actually
paid by him to the Cantonment Board or the tax
payable under this Act, whichever is less:

Provided that no set off shall be admissible
under this section unless such dealer or person
furnishes the certified documentary evidence of
having paid a tax or octroi recovered by the
Cantonment Board.

34(2) where entry Tax has become payable on the
value of goods specified in Schedule-1l and such
goods are wused in manufacture, processing,
conversion, job-work, assembling or packing and
sent outside the State by way of inter-state sale or

! Sign and figure “(1)” inserted w.e.f. 22-01-2011vide Ordinance No. 1 of 2011 published in
R.H.P. extra ordinary on 22-01-2011.

Z Sign and figure “(1)” inserted vide Ordinance No. 1 of 2011 published in R.H.P. extra
ordinary on 08-04-2011.

® Sub —section (1) of section 8 inserted vide Ordinance No. 1of 2011 published in RHP on

08-04-2011.

* Sub-section (1) of section 8 inserted w.e.f. 22-01-2011vide Ordinance No. 1 of 2011
published in R.H.P. extra ordinary on 22-01-2011.

12
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in the course of export out of territory of India, the
dealer shall be entitled to a set off of tax under this
Act proportionate to the turnover of Value Added
Tax sales made within State or inter-state sale or
export out of territory of India.” .

““Provided that no set off shall be available
on goods mentioned at serial No. 1(a) of Schedule
Il when such goods are used in manufacturing,
processing, conversion, job-work, assembling,
packing or captive generation of power.”

Burden of 9. (1) The burden of proving--
proof.
(@) that a dealer has not effected the entry of
any goods specified in Schedule into a local
area for consumption, use or sale therein;

(b) that a dealer has not effected the entry of
any goods into a local area for consumption
or use therein in the execution of a works
contract;

()

That a dealer is entitled to deduction in
respect of value of local goods for the
purpose of the computation of taxable
purchase value;

(d) that goods purchased by a dealer in a local
area from a person or a dealer who is not a
registered dealer had not entered into that
local area before they were purchased by
him; and

(e) that a dealer is entitled to any other
deductions in computing the taxable
turnover;

shall be on the dealer.

The proviso shall be inserted by the Ordinance No. 3 of 2016 vide Notification No. LLR-D
(6)-23/2016-LEG dated 06-09-2016 published in R.H.P. on 07-09-2016 w.e.f. 01-09-2016.

13



THE HIMACHAL PRADESH TAX ON ENTRY OF GOODS INTO LOCAL AREA ACT, 2010

Registration

12 of 2005

Registered
dealers to
issue bill etc
stating that
goods sold are
local goods.

(2) For purposes of claiming deduction in respect of
the purchase value of local goods which have been
consumed, used or sold in the same local area in
relation to which such goods are local goods, the
dealer shall produce a bill, invoice or cash memo in
the manner specified in section 11 obtained from
the registered dealer from whom he has purchased
the local goods in that local area as provided in sub
sections (1) and (2) of section 11.

10. Every dealer who is liable to pay tax under
sub-section (1) of section 3 of this Act shall be
liable to be registered under this Act:

Provided that if such dealer is registered
under the VAT Act, 2005, he shall be deemed to
have been registered under this Act.

11. (1) Every registered dealer who, in the course
of his business, manufactures, produces or grows
any goods specified in Schedule in a local area
in such manner that the goods become local goods
in relation to that local area, shall on the sale of
such local goods to any other registered dealer,
issue to him a bill, invoice or cash memo
specifically stating that the goods being sold are
local goods in relation to such local area and that
no entry tax has been paid on such goods.

(2) Where the goods mentioned in sub-section (1)
are purchased and sold in the course of their
business by a chain of registered dealers, the
selling registered dealer shall issue a bill or
invoice or cash memo, containing the statement
referred to in sub-section (1).

(3) Every registered dealer referred to in sub-
sections (1) and (2) shall maintain a separate
account of purchases and consumption, use or sale
of local goods and separate bill books and invoices
for the sale of goods effected by him in the same
local area in relation to which the goods are local
goods.

14
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Certain
provisions of
VAT Act to

apply.

12 of 2005

(4) Where a registered dealer-
(a) referred to in sub-section (1) or sub-
section (2) has, in the course of his
business, sold local goods to other
registered dealer and has failed to make
the statement referred to in sub-section
(1), and
(b) referred to in sub-section (2), in the
course of business has sold local goods
purchased by him to other registered
dealer and bill, cash memo are invoice
has not been issued by him as required
by sub-section(2),

it shall be presumed that he has facilitated evasion
of tax on the local goods so sold and accordingly
he shall be liable for each of such contravention to
pay penalty equal to one and a half times the
amount of entry tax payable on such goods as if
they were not goods of local origin.

12. Subject to the provisions of this Act and the
rules made thereunder, the provisions of sections 3,
14, 15, 16, 19, 21, 22, 23, 24, 25, 26, 27, 28, 29, 32,
33, 34, 35, 36, 37, 38, 39, 40, 41, 42, 43, 44, 45, 46,
47, 48, 49, 50, 51, 52, 53, 54, 55, 56, 57, 59,63 and
64 of the Himachal Pradesh Value Added Tax Act,
2005 and the rules, orders and notifications issued
or applicable thereunder shall mutatis mutandis
apply to the dealer in respect of tax levied and
payable under this Act as if these sections were
mutatis mutandis incorporated in this Act and the
rules, orders and notifications applicable under
these sections were mutatis mutandis issued
under the relevant sections as so incorporated in this
Act.

15
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Assessment,
collection etc.
of entry tax.

Finality of
orders.

Power to
make rules.

13. Subject to the provisions of this Act and the
rules made thereunder, the authorities for the time
being empowered under the VAT Act, 2005, to
assess, re-assess, collect and enforce payment of
tax, including any interest or penalty payable
under this Act, shall assess, reassess, collect and
enforce payment of tax, including an interest or
penalty levied and payable under this Act.

14. Save as otherwise expressly provided in this
Act, every order made by an assessing authority,
appellate authority or a revising authority under
this Act shall be final and shall not be called in
question in any original suit, application or
execution or proceedings and no injunction shall
be granted by any court or other authority, in
respect of any action taken or to be taken in
pursuance of any power conferred by or under the
Act or in respect of any recovery to be made as an
arrear of Land Revenue.

15. (1) The State Government may, by notification
in the Official Gazette, make rules consistent with
the Act, for securing the levy and collection of tax
and generally for carrying out the purposes of this
Act.

(2) All rules made under this Act shall be laid, as
soon as may be, after they are made, before the
Legislative Assembly, while it is in session, for a
total period of fifteen days which may be
comprised in one session of in two successive
session and, if before the expiry of the session in
which they are so laid or of the session
immediately following, the Assembly agrees in
making any modifications in the rules or the
Assembly decides that the rule should not be
made, such rules shall have effect only in such
modified form or be of no effect, as the case may
be. However, that any such modification or
annulment shall be without prejudice to the
validity of anything done earlier under that rule.

16
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Repeal. 16. The Himachal Pradesh Local Area
Development Tax Act, 2005 is hereby repealed.
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