
BEFORE THE FULL BENCH: ODISHA SALES TAX TRIBUNAL, 

CUTTACK. 

            S.A.No. 2380/2004-05 
 

(Arising out of order of the ld.ACST, Sambalpur Range, 

Sambalpur, in First Appeal Case No. AA.141 (SAII) of 2003-04, 

disposed of on dtd.27.9.2004) 
 

P R E S E N T :  

 Sri A.K. Das       Sri S. K. Rout         &       Sri S. Mishra 

   Chairman     Judicial Member-II        Accounts Member-II 

 

M/s. Om Food Products, 

Dist. Bargarh     .… Appellant 

-Versus- 

State of Odisha represented by the 

Commissioner of Sales Tax, 

Orissa, Cuttack.     .… Respondent 

 

 

For the Appellant  : None 

For the Respondent  : Mr. M.L. Agarwal, Standing Counsel 

 

(Assessment Period : 2002-03) 

Date of Hearing: 09.02.2022     ***  Date of Order: 03.03.2022 

 

ORDER 

 
This appeal is preferred against the order dtd.27.09.2004 

passed by the learned First Appellate Authority/Asst. 

Commissioner of Sales Tax, Sambalpur Range, Sambalpur (in 

short, FAA/ACST), in First Appeal Case No.AA.141 (SAII) of 

2003-04 wherein the order of assessment passed by the learned 

Assessing Authority/Sales Tax Officer, Samablpur-II Circle, 

Bargarh (in short, AA/STO) u/s.12(4) of the OST Act for the 

assessment year 2002-03 was set-aside for reassessment. 
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2.  The facts of the case at hand is that : 

The dealer-appellant, in the instant case, is a rice 

miller, who purchases paddy and converts the same to rice, 

broken rice and bran and sales the same. During the course of 

examination of books of account, the learned STO found that 

during the impugned period i.e. 2002-03, the dealer-appellant 

effected sale of levy rice weighing to Q.50,441.46.590 grams to 

FCI, whereas the dealer-appellant disclosed that only 

Q.3160.00 of rice was sold in open market. But the fact and 

figures reflecting sale of levy rice did not commensurate with 

the purchase and milling of paddy as disclosed by the miller as 

per the norms of food and procurement policy stipulated by the 

Government of Odisha, Department of Food Supply and 

Consumers Welfare, which stipulates that, a miller agent 

participating in the procurement operation shall deliver 75% of 

the rice stock received from the milling to the FCI as levy and 

sell balance 25% levy free rice in the open market for which the 

learned STO issued a reference to the IST to obtain the 

procurement figures of paddy from the Civil Supply 

Department. The IST in his reference report dtd.29.11.2003 

reported that the miller appellant had purchased Q.1,02,515.51 

qtls of paddy during the period under assessment, whereas in 

the purchase account of paddy, he had reflected purchase of 

paddy weighing Q.82,115.14 qtls. Only i.e. less disclosure of 

Q.20,400.37 qtls. of paddy. Being confronted by the learned 

STO, the dealer-appellant failed to offer any satisfactory 

explanation and asserted the very point that during the 

material period he had purchased 82,115.14 qtls. of paddy. But 
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the learned STO did not accept the claim of the dealer-

appellant and felt as the purchase of paddy figures during 

2002-03 was rendered by the dealer-appellant himself to the 

Civil Supplies Departments, which was mandatory, the figures 

so obtained from the Civil Supply Department cannot be brush 

aside. So, the learned STO did not accept the claim of the 

dealer-appellant. Accordingly, the learned STO concluded that 

the miller-appellant had suppressed purchase of paddy 

weighing 20,400.37 qtls. leading to suppression of sales of its 

resultant products such as rice, broken rice and rice bran. 

Taking into account the quantity of levy rice supplied by the 

miller to F.C.I. which forms 75% of the rice stock received from 

milling of paddy, the learned STO determined the sale of non-

levy rice in the open market by the appellant at Q.16,813.82 as 

per the norms and policy stipulated by the Civil Supplies 

Department. The learned STO also estimated that the dealer-

appellant had undertaken milling of paddy weighing 

Qtl.67,255.28 in the minimum in order to discharge the 

statutory obligation of supplying the quantity of levy rice to 

F.C.I. Apart from this, for sale of non-levy rice which forms 

25% of the total rice milled, the appellant had to further mill 

equivalent quantity of paddy. Accordingly, the learned STO 

estimated that for the milling of above quantity of rice (levy 

and non-levy), the appellant would entail minimum purchase 

of paddy weighing Q.98,904.82 against which the dealer had 

claimed to have purchased paddy weighing to Qtl.82,115.14 

only. On the above facts, the learned STO concluded that, out 

of the total quantity of paddy weighing Qtl.1,02,515.51 
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purchased by the dealer-appellant, they had milled 

Q.98,904.82 at the minimum, but had disclosed less sale of rice 

as well as less milling of paddy in order to accommodate his 

out of account purchase of paddy weighing to Qtl.20,400.37 

qtls. The learned STO also concluded that as the milling of 

paddy was an integrated process, it would automatically yield 

rice, broken rice and rice bran. Accordingly, the learned STO 

estimated that the dealer-appellant had suppressed sale of 

Qtl.13,653.82 of rice, Q.200,79.15 qtls. of broken rice and 

Q.803,16.600 of rice bran and rejected the books of accounts 

maintained by the dealer-appellant and completed the 

assessment by estimating the sale price of rice sold in open 

market @Rs.889.13 per quintal, broken rice @Rs.206.00 per 

quintal and rice bran @ Rs.692.25 per quintal. Apart from this, 

while completing the assessment, the learned STO also 

included the stitching charges of Rs.1,15,208.75 received from 

F.C.I. towards supply of levy rice to the GTO and TTO and 

imposed tax @4%. All these factors led to the extra demand 

raised against the appellant at Rs.5,06,402/-. 

3.  Being aggrieved with the order of assessment, the 

dealer filed first appeal before the learned ACST, Sambalpur 

Range, Sambalpur, who in turn, allowed the appeal and set-

aside the assessment order passed by the learned Assessing 

Authority for re-assessment.  

4.  Being further aggrieved with the order of the 

learned FAA/ACST, Sambalpur Range, the dealer-appellant 

has preferred this present appeal with the prayer to quash the 

order of the learned FAA as the same is bad in the eyes of law. 
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5.  Cross objection has been filed by the State-

respondent in this case.  

6.  Despite due service of notice on the dealer, he 

neither engaged a counsel nor anybody on his behalf remained 

present before this Tribunal to defend him. So, finding no other 

alternative this Tribunal heard the argument of Mr. M.L. 

Agarwal, learned Standing Counsel appearing for the Revenue 

and disposed of the matter on ex-parte basis on merit. 

7.  Perused the assessment order as well as first 

appeal order, all the materials available on record, grounds of 

appeal submitted by the dealer and cross objection filed by the 

State-respondent. Learned Standing Counsel, Mr. Agarwal 

vehemently argued stating that, the order of the forum below is 

just and proper. 

8.  After having a glance to the entire case record, it 

reveals that in the instant case, the dispute is on two points : 

(i) Validity of the report submitted by the Inspector of Sales 

Tax which is claimed to have not been supported by any 

material evidence and quantity of sale of non-levy rice in open 

market and ; 

(ii) Determination of purchase price of paddy @Rs.550/- per 

quintal and sale price of Rice @ Rs.889.13 per quintal by the 

learned STO. 

 With regard to the first point, it reveals that the IST 

while disposing of the reference issued to him by the learned 

STO had reported that the dealer had purchased Q.1,02,515.51 

qtls. of paddy during the year under assessment as per the 

return submitted by him to the Civil Supplies Department, 
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whereas the dealer had disclosed purchase of paddy weighing 

Q.82,115.14 qtls. to the Revenue, which was less by 

Q.20,400.37 qtls. The admitted fact was that, the dealer had 

effected sale of rice weighing Q.50,441.46,590 grams to F.C.I. 

during the year under assessment and had claimed to have 

sold only Q.3160.00 qtls. of rice in open market. But with 

reference to the Food procurement policy stipulated by Food 

Supplies and Consumers Welfare Department, Government of 

Odisha, the dealer was required to deliver 75% of the rice stock 

received from milling to F.C.I. as levy and sell balance 25% 

levy free rice in the open market. So, considering the quantity 

of rice delivered to F.C.I. at 75%, the learned STO estimated 

the sale of levy free rice in open market at Q.16,813.82 grams 

i.e. 25% of the rice milled. Such estimation of the learned STO 

was vehemently refuted by the dealer. On the other hand, it 

was claimed by the dealer that, after supply of 75% rice 

received from milling to the F.C.I. towards levy, the balance 

stock of 25% rice left with the miller, which the miller was 

entitled to sale or dispose of in any manner according to his 

choice, even the same stock could have been sold to F.C.I. (On 

this score, giving due regard to the verdict of the Hon’ble High 

Court of Orissa decided in the case of Mahabir Rice Mill –Vrs.- 

State of Orissa, 54 STC, Page-218 the conclusion of the learned 

STO on the basis of report submitted by the IST is genuine). 

9.  Moreover, there is no material in the assessment 

record to support the fact that, there was any purchase of 

paddy or sale of rice. The only basis of assessment proceeding 

was the reference report of the IST. So, in absence of any 
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supporting material, how the learned STO concluded that 

there was purchase and sale for which the assessee was liable 

to tax simply basing on the report of the IST. In the above 

premises, it would have been better if the learned STO could 

have conducted an independent investigation into the matter, 

so also could have procured the material evidence from the 

Civil Supplies Department, which is the regulating authority 

relating to purchase, milling and sale of paddy and rice. 

Moreover, the learned STO had not ascertained from the Food 

and Civil Supplies and Consumers Welfare Department, 

whether a miller agent participating in the procurement 

operation after delivery of 75% of levy rice to F.C.I. can dispose 

of the balance stock of 25% of rice left with him on any manner 

anywhere to his choice and can supply/sale the same to F.C.I. 

as claimed by the dealer during the period under assessment. 

10.  The second question is with regard to the 

estimation of sale price of rice @Rs.889.13 per quintal by the 

learned STO. It was contended by the dealer-appellant that the 

sale price of rice in open market was Rs.700/- per quintal. But 

without any material evidence on which basis the learned STO 

estimated the sale price of rice @Rs.889.13 per quintal, appears 

to be not genuine. It would have been appropriate if the 

learned STO could have ascertained the sale price of rice in the 

local market during the material period from other rice millers, 

who were engaged in similar type of business. 

11.  All these points are rightly adjudicated upon by the 

learned FAA for which, we are of the considered view that, the 

order of the learned FAA needs no interference. 
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12.  In the result, the second appeal filed by the dealer-

appellant is hereby disallowed and as a corollary the order of 

the learned FAA is hereby confirmed. The cross objection is 

disposed of accordingly. 

 

Dictated and Corrected by me, 

 

    Sd/-                 Sd/- 

    (S.K. Rout)                   (S.K. Rout) 

    2nd Judicial Member                   2nd Judicial Member 

 

                  I agree,  

            Sd/-      

                  (A.K. Das) 

                 Chairman 

   I agree, 

 

       Sd/-  

                  (S. Mishra) 

            Accounts Member-II 

 


