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Even though in our opinion the decision relating to levy of sales tax would 

have, for reasons to which we shall presently mention, no application to the case of 

levy of customs duty, the decision in Rainbow Colour Lab case (2000) 118 STC 9 

(SC), (2000) 2 SCC 385 (SC) requires consideration. 

The Forty-sixth amendment was made precisely with a view to empower the 

State to bifurcate the contract and to levy sales tax on the value of the material 

involved in the execution of the works contract, notwithstanding that the value may 

represent a small percentage of the amount paid for the execution of the works 

contract. Even if the dominant intention of the contract is the rendering of a service, 

which will amount to a works contract, after the Forty-sixth Amendment the State 

would now be empowered to levy sales tax on the material used in such contract. 

The conclusion arrived at in in Rainbow Colour Lab case (2000) 118 STC 9 (SC), 

(2000) 2 SCC 385 in our opinion, runs counter to the express provision contained in 

Article 366 (29A) as also of the Constitution bench decision at this court in Builders 

Association of India v. Union of India (1989) 73 STC 370, (1989) 2 SCC 645. 
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