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ORDER 
 

Limited question raised for decision in this second appeal is, 

“Whether the by-product produced in the purchase of manufacturing 

activities should be covered under exemption from tax as per IPR, 

1989 granted to the instant dealer/applicant. 

2.  The fact giving rise to this present appeal are : 

  The dealer was initially assessed u/s.12(4) of the Odisha 

Sales Tax Act, 1947 (in short, OST Act) for the period of assessment 

1995-96. The dealer’s unit was a newly established SSI Unit under 

IPR, 1989 duly granted with certificate by D.I.C., Rourkela. It had got 

tax exemption for seven years with effect from the date of its 
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production i.e. 01.06.1993 on raw materials, machineries and sale of 

finished goods for a period of seven years. The Assessing Authority, 

Sundargarh Range, Rourkela (in short, AA) in course of assessment 

found that, the dealer fell under the IPR exemption limit. However, he 

segregated the sale proceeds collected by the dealer against the by-

product like melted iron scraps to the tune of Rs.3,66,680/-. Holding 

the same to be not exempted from tax liability, he levied tax on the 

same @4% thereby, there was additional demand of tax and on final 

calculation, the balance tax due of the dealer was found to be 

Rs.12,747/-. 

3.  In appeal before the First Appellate Authority/Asst. 

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

short, FAA/ACST), the FAA in application of the notification issued by 

the Finance Department vide No.37774-CTA-19/90-F held that, the 

by-product are also tax exempted and accordingly the tax liability 

determined by the AA was reversed.  

4.  On this backdrop, State has preferred this appeal on the 

plea that, the IPR exemption granted to the dealer covered purchase of 

raw materials, machinery and sale of finished products but not the by-

products and the exemption allowed to the dealer u/s.7 of the OST Act 

is not the same as the exemption u/s.6 of the OST Act. So, the FAA is 

at wrong while setting aside the tax liability fixed by the AA. 

5.  The appeal is heard without cross objection from the side 

of the dealer. The dealer has also not chosen to contest the appeal in 

spite of the notice of hearing duly served on him. 

6.  Here it is to be seen that, whether the FAA was wrong in 

deleting the tax liability treating the by-product as good as machinery, 

iron scrap which are covered under IPR tax exemption. The instant 

dealer being a tax exempted unit as per IPR, 1989 had purchased 
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goods and sold goods within the prescribed limit. The goods which are 

taxed by the AA are the by-products of the goods produced by the 

instant dealer. According to the AA by-product is not covered under 

exemption. The grounds in appeal taken by the State is, since the 

exemption extended to the dealer is not covered u/s.7 of the OST Act, 

the dealer is liable to pay tax on by-products like melting iron. Bare 

perusal of the Sec.7 of the OST Act as it contemplates, the power of 

the State government to exempt dealer from tax and to defer payment 

of tax by notification. Here, the Government through DIC encouraged 

SSI Unit by giving tax exemption under this process. If that be, the 

goods purchased by the dealer is not taxable and the goods sold by the 

dealer is also not taxable, if it is within the prescribed limit under the 

circular issued to the dealer. There is no allegation that the dealer’s 

sale, purchase exceeds the prescribed limit or prescribed period. So, 

without further discussion on this question, whether the melting iron 

is a by-product or waste product, here it is held that, being an 

exempted unit under 1989, the dealer is not liable to pay tax for sale of 

goods irrespective of the fact that the goods are by-products. 

 In the result, the appeal is dismissed as of no merit. 

 

Dictated and Corrected by me, 

 
 

     Sd/-           Sd/- 

    (S. Mohanty)    (S. Mohanty) 
    2nd Judicial Member     2nd Judicial Member 
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