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O R D E R 

 
   Both these appeals have been filed by the same dealer 

and involve basically the same dispute, that is, relating to tax exemption 

benefits under Industrial Policy Resolution (IPR) 1996 and, therefore, for 
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convenience both were heard together and are being disposed of by this 

common order. 

S.A. No.1783 of 2004-05 –  

2.   The dealer has assailed order dated 31.03.2004 passed 

by learned Asst. Commissioner of Sales Tax, Cuttack-II Range, Cuttack (in 

short, ‘ACST’) in reducing the demand of `44,02,297.00 raised by Sales 

Tax Officer, Cuttack-II Circle, Cuttack (in short, ‘assessing authority’) 

u/s.12(4) of the Odisha Sales Tax Act, 1947 (in short, ‘OST Act’) for the 

year 2001-02 vide order of assessment dated 07.08.2003, to 

`15,07,919.00. 

S.A. No. 568/2005-06 - 

3.   In this appeal, the dealer assails order dated 02.09.2004 

passed by learned first appellate authority in confirming the demand of 

`2,93,560.00 raised by assessing authority u/s. 12(4) of the OST Act for 

the year 1998-99 vide order of assessment dated 05.07.2000. 

4.   In view of the order proposed to be passed, we do not 

deem it necessary to go into the detailed factual aspects of the case save 

and except the relevant facts only. 

5.   The dealer is a Small Scale Industrial Unit having 

commenced its commercial production w.e.f. 17.03.1997 and carries on 

business of manufacturing of structural steel of different varieties like MS 

Ingots, rods, flats and plates in its industrial unit. The dealer unit was 



3 
 

granted eligibility certificate for availing benefits under IPR 1996, vide order 

dated 24/26.12.1997 of Director of Industries, Odisha. Such benefits were 

valid for a fixed period, that is, for 5 years from 17.03.1997 to 16.03.2002 

and were confined to tax exemption equal to the total value of fixed capital 

investment in land, building, plant and machinery of the unit, that is, to the 

tune of `2,35,60,000.00.  

In the assessment proceeding for the year 1998-99, it 

was held that out of the permissible limit of `2,35,60,000.00, the dealer 

had already availed benefits to the tune of `50,45,722.44 during 1997-98 

and thus, was eligible for benefit of the balance amount accordingly. The 

tax liability was calculated accordingly and by taking into consideration 

other aspects, which are not in dispute in the present appeal, the demand 

as aforesaid was raised. In the first appeal filed by the dealer, the grounds 

urged by it were rejected being devoid of merit. 

   So far as the assessment period 2001-02 is concerned, in 

the assessment proceeding learned assessing authority held that the dealer 

had exhausted the tax exemption limit during the last quarter of 2000-01 

and hence, its claim for further tax exemption is not tenable. The tax 

liability was calculated taking into account the above finding as also other 

aspects, which are not in dispute in the present appeal, and the demand as 

aforesaid was raised. In the first appeal filed by the dealer, the claim for 

exemption was rejected by upholding the findings of learned assessing 
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authority to the effect that the dealer had already exhausted the tax 

exemption limit by the end of 3rd quarter of 2000-01. 

   The orders passed by learned first appellate authority, as 

already stated, are under challenge before us in the instant appeals.   

6.   Shri R. P. Kar, learned Counsel for the dealer has urged 

several grounds to assail the impugned orders but his main contention is 

that the finding of the authorities below that the dealer had already 

exhausted the ceiling limit of tax exemption under IPR 1996, is factually 

incorrect. It is further submitted by Shri Kar that the IPR benefits were 

granted for a block period beginning from 17.03.1997 and ending on 

16.03.2002 and, therefore, the entire period has to be scrutinized vis-à-vis 

the benefits availed by the dealer right from the date of its commencement. 

In this context, it is pointed out by Shri Kar that the order of assessment 

passed for the year 1999-2000 was set aside by learned first appellate 

authority and the matter has been remanded to learned assessing authority 

for fresh disposal vide order dated 15.05.2015 passed by JCST (Appeal), 

Cuttack-II Range, Cuttack in First Appeal Case No. AA/03/CUII-01-02. As 

regards assessment year 2000-01, Shri Kar submits that the Hon’ble High 

Court of Orissa vide order dated 05.12.2017 passed in OJC No.10745 of 

2001, have been pleased to remit the matter back to learned assessing 

authority for fresh consideration. Shri Kar further submits that in passing 

such order the Hon’ble Court were pleased to take into account the order of 
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learned first appellate authority in remitting the matter back to the learned 

assessing authority relating to the year 1999-2000. On the above basis, it 

is submitted that the present matters should also be remanded as the 

appeals cannot be decided independently or in isolation. Copies of the order 

of learned first appellate authority and of the Hon’ble Court have been filed 

by Shri Kar. 

7.     Shri S. K. Pradhan, learned Addl. Standing Counsel (CT) 

appearing for the Revenue has fairly submitted that the IPR benefits indeed 

relate to a block period of 5 years for which an individual assessment year 

cannot be considered  in isolation. 

8.   We have considered the rival submissions and have noted 

the relevant facts carefully. As already stated, the IPR benefits relate to a 5 

year block period commencing from 17.03.1997 and ending on 16.03.2002. 

Further, such benefits are limited to a fixed ceiling `2,35,60,000.00. It is 

the case of Revenue in the assessment for 2001-02 that such benefits have 

already been exhausted by the end of 3rd quarter of 2000-01 and hence, 

are not available to be claimed by the dealer. Having regard to the fact that 

the assessment for two years in between, i.e. 1999-00 and 2000-01 have 

been sent back to learned assessing authority for consideration afresh, it 

cannot be said with certainty now that the IPR benefits have been 

exhausted fully. Moreover, the assessment for the year 1998-99 also needs 

to be done afresh because the finding of learned assessing authority in 
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such respect was that the dealer had availed a particular portion of the 

admissible exemption limit during 1997-98 and therefore, was entitled to 

the benefit of tax exemption accordingly in the subsequent year. It is also 

to be noted that, there is dispute with regard to the finding of learned 

assessing authority as regards actual availing of the tax exemption 

inasmuch as according to the dealer, it had purchased raw materials from 

sales tax exempted units and was, therefore, entitled to be taxed @1%, 

but was wrongly taxed @4%. Therefore, according to the dealer, the very 

basis of calculation and quantum of tax exemption availed of and balance 

remaining to be availed subsequently, becomes automatically dependent on 

the finding relating to the dealer’s claim of concessional rate of tax on 

purchase of raw-materials from tax exempted units. Such being the factual 

position, the dealer’s claim has to be considered in respect of each of the 

years covered under the exempted period of 5 years from 17.03.1997 to 

16.03.2002. So, whether the dealer has exhausted the entire tax 

exemption limit is a matter of fact that can be correctly determined only if 

the assessment years are considered one after the other in the block 

period. We, therefore, find considerable force in the submission of Shri Kar 

that the impugned orders cannot be sustained in the eye of law and hence, 

need to be interfered with. In any event, the dispute being relatable to 

grant of IPR benefits, which, in turn, is relatable to a particular block 

period, has to be considered and determined as a whole vis-à-vis the 
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dealer’s claim of purchase of raw-materials from tax exempted units during 

such period. There is no gainsaying the fact that the determination of rate 

of tax on purchases  of raw materials by the dealer from the tax exempted 

units needs to be addressed and determined at first as the same would 

materially affect the quantum of benefit availed by the dealer from the 

ceiling limit of `2,35,60,000.00. 

9.   For the forgoing reasons, therefore, we are inclined to 

interfere with the impugned orders by setting aside the same and by 

remitting the matters to learned assessing authority for determination 

afresh y in light of observations made in this order.  

10.   In the result, the appeals succeed and are, therefore, 

allowed. The impugned orders are set aside. The matters are remanded to 

the assessing authority for de novo assessment accordingly within a period 

of four months from the date of receipt of this order. 

Dictated & Corrected by me, 

                 Sd/-                             Sd/- 

     (Sashikanta Mishra)            (Sashikanta Mishra) 

        Chairman           Chairman 
    I agree,  

             Sd/- 
          (Subrat Mohanty)  

 2nd Judicial Member 
      I agree,  

            Sd/- 
         (Prabhat Chandra Pathy) 

               Accounts Member-I 
  


