
BEFORE THE DIVISION BENCH: ODISHA SALES TAX TRIBUNAL:CUTTACK 

   S.A.No.119(V)/2016-17 

(Arising out of the order of the learned JCST, Sundargarh 
Range, Rourkela in First Appeal Case No. AA V 31/2009-10, 

disposed of on 12.04.2016.) 

 
Present:       Shri A.K. Panda &     Shri P.C. Pathy 

            Judicial Member-I  Accounts Member-I 
 

State of Odisha, represented by the  

Commissioner of Sales Tax, Odisha, Cuttack    ...       Appellant. 
-Versus- 

M/s. Bee Pee Rollers (P) Ltd., 

Mandiakudar, San Nuagaon, 
Chikitamati, Sundargarh.          …       Respondent. 

      
For the Appellant:  : Mr. S. K. Pradhan, Addl. S.C. (C.T.). 
For the Respondent:  : Mr. D. Pati, Advocate. 

------------------------------------------------------------------------------------ 
Date of Hearing: 01.12.2018     ***   Date of Order: 06.12.2018 

------------------------------------------------------------------------------------ 

ORDER 

   This second appeal has been filed by the Revenue 

against the order passed on 12.04.2016 by the learned Joint 

Commissioner of Sales Tax (Appeal), Sundargarh Range, Rourkela 

(in short, „ld. JCST/ first appellate authority‟) in first appeal Case 

No. AA V 31/2009-10 reducing the demand to Rs.66,996.00 

against the demand raised to the tune of Rs. 3,19,954.00 by the 

learned Assistant Commissioner of Sales Tax, Rourkela-II Circle, 

Panposh, (in short, „ld. STO/assessing authority‟) in his order 

passed on 30.09.2009 for the assessment periods from 01.04.2005 

to 30.06.2008 under section 42 of the Odisha Value Added Tax 

Act, 2004 (in short, „OVAT Act‟). 

2.   The dealer-respondent in the instant case is 

engaged in manufacturing and selling of MS Rod, MS Flat and tor 

steel by running as re-rolling mill. Basing on the Audit Visit Report 

(AVR) pointing out that the dealer has availed wrong Input Tax 

Credit (ITC) on purchase of goods which don‟t go into the 
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composition of finished product directly hence the dealer-assessee 

is not entitled to claim ITC on such purchases. Inadmissible ITC 

on the score stands at Rs.1,06,565.00 on purchase price of goods 

worth Rs.11,78,399.00. The ld. STO completing the audit 

assessment came to the finding that the commodities like furnace 

oil, coal tar oil, MS channel and electrical goods as reported by the 

audit team don‟t go directly in to the composition of finished 

product or packing of goods hence disallowed the ITC avail to the 

tune of Rs.1,06,565.00. This led the dealer-assessee to approach 

the ld. first appellate authority on the ground that the appellants 

claim of input tax on the alleged commodities are in tune with law 

and the ld. Assessing Officer‟s rejection is unjustified and illegal. 

   The ld. JCST on careful consideration of the 

contents of the assessment order found that the ld. STO has 

accepted the alleged irregular claim of ITC to the tune of 

Rs.1,06,565.00 pointed out by the audit team out of which the 

claim pertaining to the commodities like furnace oil, coal tar oil 

and creosote oil valued at Rs.2,34,171.00, Rs.3,06,259.00 and 

Rs.1,33,337.00 respectively are consumables. The ld. JCST 

allowed the appeal in part and reduced the demand to 

Rs.66,996.00 on the ground that furnace oil, coal tar oil and 

creosote oil being consumables are liable to be considered 

U/s.2(25) of the OVAT Act for allowing ITC to the dealer-assessee.  

3.   Being aggrieved, the Revenue filed second appeal 

before this Tribunal with the following grounds:- 

(a) The order of the first appellate authority appears to be unjust 

and improper. 

(b) Section 2(25) of OVAT Act clearly says that input means any 

goods purchased by the dealer in the course of his business 

for resale or for use in the execution of works contract, in 

processing or manufacturing, where, such goods directly goes 

into composition of finished product or packing of goods for 
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sale, and includes consumables directly used in such 

processing or manufacturing. 

(c) The observation of the first appellate authority citing the case 

law has not clarified that how the courses of action in both 

the cases are similar and under what circumstances that case 

is applicable in this case. So from this point of view it appears 

to be cryptic. 

(d) The dealer is engaged in manufacturing and selling of M.S. 

Rod, M.S. Flat and Tor Steel by running as Re-rolling Mill. 

The Audit Visit Authority after detail visit and after careful 

observation suggested disallowing the ITC. The first appellate 

authority without detail enquiry allowed the same by citing 

the judgment being swayed by the contention of the dealer. So 

it is liable to be set-aside. 

4.  No cross objection has been filed by the dealer-

respondent. 

5.  Mr. S.K. Pradhan, the ld. Addl. S.C. (C.T.) appearing on 

behalf of the Revenue reiterated the grounds of appeal and 

vehemently argued that the dealer-respondent is not eligible to 

avail ITC on the goods involved. He further stated that the dealer-

respondent is not eligible to avail ITC on purchase of items like 

coal tar oil and creosote oil. 

6.  Mr. D.Pati, ld. Advocate appearing on behalf of the dealer-

respondent supported the order of the first appellate authority as 

just and proper and brought to the notice of the Bench that the 

dealer is entitled to effect purchase of furnace oil and lubricants as 

per the Registration Certificate granted under the OVAT Act. Coal 

tar oil and creosote oil are nothing but lubricants. Goods like 

furnace oil, coal tar oil and creosote oil are consumables directly 

used in the manufacturing activities of the dealer-respondent. The 

ld. Advocate has also stated before the Bench that the Govt. in 

Finance Department vide Notification disallowed ITC on furnace oil 

in case of manufacturing/processing activities in subsequent 
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period but the dealer is entitled to claim the ITC on furnace oil for 

the period covered under this appeal.  

7.  Heard both the parties. Gone through the grounds of 

appeal and the impugned orders of assessment and appeal, the 

relevant assessment record and appeal record. The question here 

comes to be decided as to whether the appeal order passed by the 

ld. JCST allowing claim of ITC to the manufacturing dealer-

respondent in respect of goods like furnace oil, coal tar oil and 

creosote oil purchased from registered dealer inside the State is 

sustainable in the eyes of law? It is pertinent to make a mention 

here that „INPUT‟ as per the definition Under Section 2(25) of the 

OVAT Act, “means any goods purchased by a dealer in the course 

of his business for resale or for use in the execution of works 

contract, in processing or manufacturing, where, such goods 

directly goes into composition of finished product or packing of 

goods for sale, and includes consumables directly used in such 

processing or manufacturing.”  

   The ld. Addl. S.C. (C.T.) appearing on behalf of the 

Revenue could not adduce any evidences in support of the 

contentions that the dealer is not entitled to avail ITC on the 

purchase of the goods in question so far as the manufacturing 

activities and the entitlement as per the Registration Certificate 

granted in favour of the dealer. It is considered appropriate to 

reproduce the findings of the ld. JCST in the appeal order which 

runs as follows:- 

   “After a fare reading of the provision it is absolutely 

clear that consumables are entitled for input tax credit under the 

provision. It is wrong to assume that the consumables need to go 

into finished product. In nature of things it cannot be. In statutory 

provision it is not supposed to be. How can a consumable which 

gets consume would find itself in final product? None the less it is 

defined as input U/s.2(25) of OVAT Act and the position will 

prevail. This position of law is also supported by decision of 
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Hon‟ble High Court of Odisha in Reliance Industries where, 

furnace oil, a consumable was held to be an input U/s. 2(25) of 

OVAT Act. In the same light of arguments, the consumable like 

coal tar oil & Creosote oil are also allowed as consumables and 

liable to be considered U/s.2(25) of OVAT Act. Thus, out of these 

disallowed ITC of Rs.1,06,564.85, in the light of the above 

discussions ITC to the tune of Rs.84,233.33 are allowed and 

balance amount of ITC amounting to Rs.22,332.00 are disallowed, 

it being related to electrical goods and M.S. Channels. Thus the 

appeal is allowed in part. Now the tax due comes to Rs.22,332.00 

and penalty of Rs.44,664.00 is imposed U/s.42(5)  of OVAT Act.” 

In view of the facts and circumstances discussed above no 

incongruities or illegalities is found in the order passed by the ld. 

JCST as he has passed the appeal order in the light of decision of 

Hon‟ble High Court of Odisha in Reliance Industries which is in 

accordance with the provision under the law for the period. 

8.   In the result, the appeal is dismissed. The order of 

the ld. JCST is confirmed. 

  Dictated & corrected by me, 

 

 Sd/-            Sd/- 

     (P. C. Pathy)                 (P. C. Pathy) 
      Accounts Member-I           Accounts Member-I 

       I agree, 
 
           Sd/- 

                (A.K. Panda) 
                                                                                   Judicial Member-I 

 


