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O R D E R 
 

 These three appeals are directed against separate orders 

dated 28.03.2005 passed by the Asst. Commissioner of Sales Tax, 

Cuttack-I Range, Cuttack (in short, “first appellate authority”) in First 

Appeal Case Nos. AA- 137/CUIW/2004-05, AA- 138/CUIW/2004-05 & 

AA- 139/CUIW/2004-05 respectively reducing the assessments done by 
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the Sales Tax Officer, Cuttack-I West Circle, Cuttack (in short, 

„assessing officer‟) in respect of the dealer-assessee u/S. 12(8) of the 

Odisha Sales Tax Act, 1947 (in short, „OST Act‟) pertaining to the tax 

period 1996-97 and u/S. 12(4) of the OST Act for the tax periods 1997-

98 and 1998-99 respectively. All these second appeals are being 

disposed of by this common order for the sake of convenience since the 

facts and question of law involved therein are similar. 

2.  The facts as revealed from the case record are as 

follows : 

  The dealer-assessee M/s. Utkal Refinery Ltd., 

Rausapatna, Cuttack carries on business in manufacturing and sale of 

refined oil which is extracted from groundnut oil as well as crude oil 

purchased by it from outside and inside the State of Odisha. The dealer-

assessee was already assessed u/S. 12(4) of the OST Act for the tax 

period 1996-97. However, the assessing officer initiated a proceeding 

u/S. 12(8) of the OST Act when certain irregular allowance of exemption 

in favour of the dealer under IPR, 1989 was detected by the A.G. 

(Audit), Odisha during their audit proceeding. Admittedly, this dealer is 

an SSI Unit registered by the DIC, Jagatpur and as per the eligibility 

certificate issued by the DIC this Unit had made fixed capital investment 

after 01.08.1980. It went into commercial production from 05.06.1986. 

It availed exemption of tax on purchase of raw materials for five years 
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commencing from 05.06.1986 in terms of entry No. 26-A of List-A of the 

OST Rate Chart. The manufacturing Unit of the dealer-assessee also 

availed exemption of tax on sale of its finished products for seven years 

from 01.12.1989 in terms of entry No. 30-FFFF of List-A of the OST Rate 

Chart. According to the eligibility certificate issued by the DIC, Jagatpur 

in its letter No. 1312 dated 25.03.1996 the Unit started fixed capital 

investment for expansion/modernization/diversification of its Unit after 

01.12.1989 and the expanded Unit started commercial production on 

10.06.1992 on the basis of exclusive project report approved by the 

financial institution. As such the Unit became eligible for exemption of 

tax on sale of its finished products for a period of seven years from 

10.06.1992 to the extent of increased commercial production over and 

above the existing installed capacity vide entry No. 30-FFF(ii) of List-A 

of the OST Rate Chart. The original installed capacity of the Unit was 

3000 MT as certified by the DIC, Jagatpur in the PMT certificate vide No. 

3538 dated 14.02.1986 issued in its favour. Thereafter no revised or 

amended PMT certificate seems to have been issued in favour of the 

dealer‟s manufacturing Unit showing its increased installed capacity 

after its expansion since no such document is available either in the 

assessment record or RC record of the dealer. The dealer-assessee was 

found to have not maintained manufacturing account, stock register of 

raw materials, finished products, packing materials etc. from which its 
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manufacturing activities, consumption of raw materials and outturn of 

finished products could be ascertained. Therefore, the assessment was 

completed basing on its purchase register, purchase vouchers/invoices, 

sale register and invoices. The certificates of eligibility for tax exemption 

on sale of finished products of the Unit issued by the DIC, Jagatpur were 

found to be confusing inasmuch as the date of commencement of 

commercial production of the expanded Unit was certified as 22.10.1991 

in the eligibility certificate issued vide No. 5507 dated 27.12.1996 

whereas the certificate No. 1312 dated 25.03.1996 the date of its 

commercial production was certified as 10.06.1992.  On examination of 

the claim of the dealer for exemption of tax on sale of its (dealer‟s) 

finished products (refined oil) with reference to the books of account 

maintained by it and the statement of the Accounts Officer of the 

dealer-Company which was recorded on SA, the assessing officer found 

that sale turnover of finished products of the dealer effected beyond 

30.11.1996 did not qualify for tax exemption and as such he disallowed 

the claim of exempted sale for `2,22,52,105.11 as per the statement 

furnished by the dealer-Company and added the said turnover to its 

TTO to be taxed at appropriate rate. Under such circumstances the 

assessing officer determined the GTO and TTO of the dealer-assessee 

afresh after allowing the exemption under IPR as well as other 

deductions to which the dealer was entitled. Since the dealer was 
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already assessed u/S. 12(4) of the OST Act, the assessing officer 

required it (the dealer) to pay `8,90,084.00 towards its tax liability for 

the tax period 1996-97. Similarly, the assessing officer in his 

assessment u/S. 12(4) of the OST Act pertaining to the tax period 1997-

98 took into consideration four Fraud Case Reports (FCRs) submitted 

against the dealer and disallowed its claim in respect of exempted sale 

of refined edible oil. He (the assessing officer) thus rejected the books 

of account of the dealer for the relevant period and enhanced its 

turnover by `25,00,000.00 applying the principle of best judgment 

towards dealer‟s purchase suppression which ultimately led to sale 

suppression. As such while determining the GTO and TTO, the assessing 

officer calculated the tax dues of the dealer-assessee at `21,58,696.00 

for the tax period 1997-98. So far as the assessment pertaining to the 

tax period 1998-99 is concerned, the assessing officer also considered a 

Fraud Case Report with allegation of purchase and sale suppression by 

the dealer-assessee for which he (the assessing officer) enhanced the 

GTO return of the dealer by 5% margin. Accordingly the tax liability of 

the dealer-assessee for that period i.e. 1998-99 was computed at 

`20,00,856.00 after deducting the amount already paid by the dealer-

assessee towards its tax liability.  

  Being aggrieved by the aforesaid orders of 

assessment, the dealer-assessee preferred appeals against the same 
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before the first appellate authority. The first appellate authority 

considering the grounds of appeal advanced on behalf of the dealer-

assessee and relevant documents pertaining to the tax period 1996-97 

held that as per Circular No. 25648 dated 24.12.1999 issued by the 

Commissioner of Commercial Taxes, Odisha, Cuttack the dealer‟s Unit 

would pay tax on the highest quantity of production before expansion 

and would enjoy tax exemption on the rest of the production made from 

the expanded Unit. The first appellate authority thus recalculated the 

GTO and TTO of the dealer after allowing due deductions towards sale of 

oil cakes as cattle feed, purchase of 3-B goods from registered dealers 

as well as tax exempted sales under IPR, 1989 and as such required the 

dealer-assessee to pay the balance amount of tax which came to 

`5,24,169.00 for that relevant period. Similarly for the tax period 1997-

98 the first appellate authority reduced the quantum of enhancement to 

`20,00,000.00 against the enhancement made by the assessing officer 

applying the principle of best judgment. He also allowed deduction 

towards exempted sales including other deductions such as purchase of 

3-B goods from the registered dealers and sales tax collected which 

ultimately resulted in reduction of the tax liability of the dealer-assessee 

to `6,85,523.00. For the tax period 1998-99 the first appellate authority 

allowed tax exempted sales as claimed by the dealer-assessee but 

reduced the enhancement amount to `10,00,000.00 and further added 
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the purchase turnover of 3-B goods from outside the State amounting to 

`24,98,431.30 to the GTO returned by the dealer-assessee. While 

computing the tax liability of the dealer-assessee the first appellate 

authority reduced the assessment to `4,33,011.00 for the relevant 

period.  

3.  Being dissatisfied with the aforesaid orders of the first 

appellate authority the State preferred appeals challenging those orders 

on the sole ground that in the instant case conversion of crude oil into 

refined edible oil cannot be considered as a process of manufacturing so 

as to entitle the dealer‟s Company to get exemption under IPR schemes 

which was erroneously allowed in its favour by the first appellate 

authority.  

  No cross-objection has been filed in these appeals on 

behalf of the dealer-assessee. 

4.  In course of hearing of the appeals it was found that 

none on behalf of the dealer-respondent turned up despite service of 

notice on it by way of affixure. Therefore, the appeals were heard 

exparte against the dealer for disposal of the same as per Rules 60(2) of 

the OST Rules.  

5.  Learned Addl. Standing Counsel (CT) appearing on 

behalf of the State submitted that in these cases the dealer-assessee 

was not entitled to get the benefits under the relevant IPR schemes 
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since the activities involved in conversion of groundnut oil and crude oil 

to refined oil by the dealer‟s Unit cannot be termed as manufacturing 

process as envisaged under the statute. Therefore, the dealer should 

not have been allowed exemptions under the IPR schemes which came 

into force from time to time for the growth and benefit of SSI Units.  

6.  As mentioned above the dealer-assessee in the 

present case had purchased groundnut oil and crude oil on payment of 

due tax. Further this Unit of the dealer was registered as SSI Unit under 

DIC, Jagatpur, Cuttack on 14.02.1986. Eligibility certificates were also 

issued in its favour. Therefore, it was held that the dealer‟s Unit was 

eligible to avail exemption on purchase of raw materials/packing 

materials and machineries for a period of five years w.e.f. 05.06.1986 in 

terms of Clause 6-H of IPR, 1980 read with entry 26-A of the OST Rate 

Chart. When the IPR, 1989 was introduced during the year 1989 certain 

benefits relating to sales tax exemption were extended in respect of the 

new as well as the existing industrial Units who were availing benefits of 

tax exemption under IPR, 1980 as well as IPR, 1986. Therefore, 

considering all these aspects the assessing officer as well as the first 

appellate authority had categorically held that the dealer was entitled to 

get exemption as per the exemption certificates granted in its favour by 

the DIC. The only point raised by the State-appellant in terms of dispute 

is that the dealer‟s Unit cannot be treated as a manufacturing Unit 
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because refined oil in the instant case was not produced as a separate 

commodity but the same continued to remain as groundnut oil even 

after its being processed in the dealer‟s Unit.  

  However, law in this regard is well settled that the 

definition of „manufacture‟ also includes where any commodity is 

subjected to a process or treatment with a view to its development or 

preparation for making the same marketable. Therefore, the nature and 

extent of the process to which the crude oil is subjected to make it 

refined oil bring the latter within the meaning of the expression “goods 

manufactured”. It is also the settled position of law that a dealer who 

purchases crude oil paying tax on the purchase thereof and converts it 

into refined oil is liable to pay tax on the sale of the refined oil [referred 

and followed the decision of Hon‟ble Apex Court rendered in the case of 

B.P. Oil Mills Ltd. Vs. Sales Tax Tribunal and others, reported in [1998] 

111 STC 188 (SC)]. 

7.  In the aforesaid circumstances while perusing the 

impugned orders it could be gathered that the first appellate authority 

had dealt with all the facts and circumstances involved in the cases of 

the dealer-assessee and thereafter arrived at his conclusion including 

his decision regarding extension of the benefit of exemption under the 

relevant IPR schemes in favour of the dealer-assessee. We do not find 

any cogent reason to differ with his abovestated finding of allowing 
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certain exemptions under IPR scheme in favour of the assesee because 

in the instant case the dealer‟s Unit has to be treated as a 

manufacturing Unit for production of refined oil and further the said Unit 

was registered as an SSI Unit under IPR, 1980 and subsequently 

covered under different IPR schemes which came later on from time to 

time. 

8.  In the result, as per the discussions made above, it is 

held that the impugned orders do not suffer from any sort of infirmity so 

as to be disturbed by this forum. Accordingly the appeals are dismissed. 

Dictated & Corrected by me, 

               Sd/-            Sd/-  

(Smt. Suchismita Misra)    (Smt. Suchismita Misra)        

    Chairman               Chairman 

      I agree,  
                   Sd/-     

           (Smt. Sweta Mishra) 
           2nd Judicial Member 

      I agree, 
              Sd/- 

          (Prabhat Ch. Pathy) 
         Accounts Member-I 

 
 

 
 

 
 

 

 
 

 
 

 
 


