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 This is a dealer’s appeal against the confirming order of 

first appellate authority challenging the sustainability of the 

reassessment order u/s.43 of the Orissa Value Added Tax Act, 2004 

(hereinafter referred to as, the OVAT Act) comprising the tax period 

01.04.2009 to 31.05.2010 raising demand thereby of Rs.97,66,388.00. 

2. Factual matrix- 

 The assessee-dealer M/s. Aarti Steels Ltd., an integrated 

manufacturing unit of sponge iron, billet, silicon, manganese, 

ferrochrome etc., effects interstate as well as intrastate sale and 
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purchase of raw materials and finished products. The assessee-dealer’s 

unit was visited by the Special Investigation Team (SIT) on 28.05.2009 

and on the basis of report submitted by the SIT with the allegation of 

stock discrepancy leading to suppression worth of Rs.59,05,47,273.00 

was taken into consideration in the assessment u/s.43 of the OVAT 

Act by the JCST, Cuttack II Range, Cuttack as assessing authority. 

The assessing authority at the first instance raised demand of 

Rs.97,66,388.00, whereas, the assessment was called in question by 

the dealer before the first appellate authority who in turn vide order 

dtd.24.01.2013 remanded the matter for assessment afresh. When the 

remand assessment proceeding was on, the A.G. Audit team on 

scrutiny of the dealer’s business submitted an audit report 

dtd.26.09.2012 questioning the correctness of the input/output ratio 

disclosed by the dealer. As a result, in the remand assessment, the 

assessing authority on due compliance of the procedure like by giving 

an opportunity of being heard to dealer took consideration of the report 

submitted by audit team along with the original report by the SIT 

jointly and held the dealer liable to pay a sum of Rs.97,66,388.00. The 

order of the assessing authority was challenged before the first 

appellate authority by the dealer. But, the first appellate authority 

declined to accept plea of the dealer, as a result, the demand as raised 

by the assessing authority remained undisturbed. On the backdrop of 

the assessment as above, the dealer preferred this second appeal 

challenging sustainability of the order of both the fora below. It has 

prayed for deletion of the tax due and penalty raised in the confirming 

order of first appellate authority. 

3. The crux of the dispute raised for decision in this appeal 

lies in a narrow compass i.e. whether the first appellate authority is 

wrong in confirming the assessment of the assessing authority such as, 

accepting the SION of 1 MT:1.6 MT is erroneous and whether the ratio 

of raw material and finished products as disclosed by the dealer is to 
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be accepted by the authority and thereby the authority should have 

held that, there was no kind of suppression by the dealer.  

4. At the outset, it is pertinent to mention here that, this 

Tribunal has decided plethora of appeals involving identical question 

time to time. Different benches of this Tribunal right from Single 

Bench to Full Bench have taken consideration of the standard SION in 

one hand and the report of the Professor NIT, Rourkela and the 

admitted fact that, there cannot be any fixed ratio of production of 

sponge iron from specific amount of iron ore. It has been held in one 

voice by this Tribunal time to time that, calculation of ratio of 

production as per SION is not acceptable. In this regard, reference had 

made to the authorities like (i) State of Kerala Vrs. M.M. Mathew and 

Another (1978) 42 STC, 348 (SC), (ii) Commissioner of Sales Tax, U.P. 

Lucknow Vrs. Saurastra Chemical (1996) 100 STC 48 (Allahabad) and 

(iii) Oudh Sugar Mills Ltd. Vrs. Union of India, 1978 (2) ELT (J 172) 

(SC) and other similar cases disposed of by this Tribunal like, S.A. 

No.256(V) of 2012-13 & S.A. No.246(V) of 2012-13, S.A. No.11(V) of 

2014-15 disposed of on 13.05.2019.  

 SION norm is applicable when Fe content in ore is more 

than 65%. Here in the case in hand, the claim of the dealer is, it was 

utilised low grade iron ore of 58-64% of Fe content, the yield of sponge 

iron was low. The dealer produced comparative statement showing the 

details of iron ore procured with copy of invoices and analysis report 

day-wise after receipt of the iron ore in the factory before first appellate 

authority. The first appellate authority has not disputed the said fact 

but, proceeded to sustain the A.G. objection mechanically. No 

reasoning is given why determination of SION at 1 MT to 1.7 MT is 

found reasonable. A fair lengthy order of 30 pages ended with a cryptic 

reasoning as follows: 

  “Taking all the above aspects into consideration I 

believe that the determination of SION at 1 MT to 1.7 MT 

is reasonable and proper in case of the instant dealer. The 



4 

 

details discussed above also explains the 

observation/objection of A.G. (Audit) in POM No.09 

dt.26.09.2012 as to why it is not compelling to accept the 

standard SION of 1.6 MT to 1 MT in case of instant dealer 

and hence rejected.” 

 The findings of the first appellate authority mentioned 

above, without reason is not sustainable. However, at the same time it 

is believed that, there is no reason to remand the matter back for a 

reasoned order in view of the number of decisions of this Tribunal on 

similar matter and for the finding hereinabove. In the result, it is held 

that, the calculation of ratio of input and output by both the fora below 

cannot withstand in law. Hence, ordered. 

5. The appeal is allowed in part on contest. The impugned 

order is set aside, consequentially the order of assessing authority is 

also set aside. The matter is remitted back to the assessing authority 

to recompute the tax liability of the dealer. The cross objection is 

disposed of accordingly.  

 

Dictated & corrected by me, 

     
            Sd/-            Sd/- 
      (S. Mohanty)                           (S. Mohanty) 

1st Judicial Member                 1st Judicial Member 

 
 
 

 
 

 
 
 

 
 


