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ORDER 
 

The Revenue has questioned the sustainability of the order 

passed in First Appeal Case No. AA(KOI)356/2002-2003 dtd.08.04.2004 

reversing thereby the order of Assessing Officer, Koraput-I Circle, Jeypore 

(in short, AO) passed in a proceeding u/s.12(8) of the Odisha Sales Tax 

Act, 1947 (in short, OST Act). 

2.  The assessee M/s. D.M.T.D.C.C. (O) Ltd., Sunabeda is a 

dealer effecting collection and sale of Minor Forest Produce (MFP), 

Surplus Agricultural Produce (SAP), grocery and controlled commodity. It 

was subjected to assessment u/s.12(4) of the OST Act for the year 1995-



96. However, in a latter period on the basis of AG Audit report with the 

allegation of non-inclusion of collection price of the goods (tamarind) in 

the purchase turnover, the assessment was re-opened as per Sec.12(8) of 

the OST Act by the Assessing Officer.  The Audit team suggested for 

addition of the collection price of the goods (tamarind) of Rs.79,70,521.40 

to the purchase price for the purpose of levying tax. During the 

assessment proceeding, the AO found that the dealer had collected goods 

(Tamarind) from collectors of different places by paying the 

collection/procurement price. The minimum collection price was also 

fixed by the price fixing committee headed by the Collector of the District. 

Money spent for collection/procurement of the tamarind was not added to 

royalty to be termed as purchase price. The AO declined the argument of 

the dealer that only the „royalty‟ paid by the dealer is to be treated as 

purchase price. Then, he added the collection price estimated by him at 

Rs.79,70,521.40 to the royalty and determined the tax liability. The 

balance tax due and surcharge after adjusting the tax already paid was 

calculated at Rs.7,42,429/-. 

  As against the order of assessment, the dealer preferred appeal 

before the FAA, who in turn, accepted the argument of the dealer to the 

effect that, collection price should not be added to the royalty and the 

royalty was to be treated as purchase price for the purpose of levy of tax. 

Resultantly, the tax due calculated by the AO was deleted. 

3.  Being dissatisfied by the order of FAA, State has come up 

with this appeal with the contention that, keeping in view the fact that, 

the dealer has collected tamarind from primary collectors by paying 

minimum collection price to them as fixed by the Collector of the District, 

FAA is wrong in excluding the collection price and by holding the royalty 

as the purchase price. The tamarind was collected from tribal and non-

tribal people of the authorized area. The dealer had deployed his workers 

for such collection purpose in the local area. So the collection price 

should be treated as a part of purchase price. 



  No cross objection is advanced by the dealer in this appeal. 4. 

 In view of the contentions of the State following points are struck for 

decision in this appeal : 

(i) Under the facts and circumstance of the case, whether the FAA is 

wrong in holding the royalty paid to the Forest Department shall be the 

purchase turnover for the purpose of levy of tax and whether the 

collection/procurement price paid by the dealer should be included in the 

purchase turnover. 

5.  Arguing against the view taken by the FAA, learned Addl. 

Standing Counsel Mr. Raman submitted that, the expenses incurred by 

the dealer for collection of the tamarind should be included in the 

purchase turnover because the dealer has collected the goods from the 

primary collectors at different places of the locality by paying the 

minimum collection price fixed by the local administration. On the 

contrary, learned Counsel representing the dealer argued that, after 

payment of royalty which is the „purchase price‟, any expenses incurred 

by the dealer cannot be included within the meaning of „turnover of 

purchases‟ exigible to tax. He placed reliance in the matter of P.R. Tata & 

Co. Vrs. State of Orissa reported in [1971] 27 STC 176, State of Orissa 

Vrs. Iqbal Brothers reported in (1990) 79 STC 337 (Orissa), M/s. B.M. 

TDCC (O) Ltd., R. Udayagiri dist – Ganjam Vrs. State of Orissa vide 

S.A.No.430 of 1988-89. 

  Under the provision of OST Act, goods liable to purchase tax is 

envisaged u/s.3(B) of the Act. The term “turnover of purchase” mentioned 

in the section is defined u/s.2(j), whereas „purchase price‟ mentioned in 

Sec.2(j) is defined u/s.2(ee). Relevant provisions read as follows : 

“Sec.3-B. Goods liable to purchase tax – The state 
Government may from time to time by notification declare 
any goods or class of goods to be liable to tax on turnover 
of purchases : 

Provided that no tax shall be payable on the sales of 
such goods or class of goods declared under this section]. 

 



“Sec.2(j) “Turnover of purchases” means the aggregate of the 
amounts of purchase prices paid and payable by a dealer in 
respect of the purchase or supply of goods or classes of goods 
declared under Sec.3-B;” 
 
Sec.2(ee) “Purchase Price” means the amount payable by the 
person as valuable consideration for the purchase or supply 
of any goods less any sum allowed by the seller as cash 
discount according to ordinary trade practice, but it shall 
include any sum charged towards anything done by the seller 
in respect of the goods at the time of or before delivery of 
such goods other than the cost of freight or delivery or the 
cost of installation when such cost separately charged.] 

 

6.   Thus, the term “turnover of purchase” means the aggregate 

of the amount of purchase price paid and payable by a dealer in respect of 

the purchase or supply of goods or classes of goods declared under 

section 3B of the Act and term “purchase price” means the amount 

payable by a person as valuable consideration for the purchase or supply 

of any goods less any sum allowed by the seller as cash discount 

according to ordinary trade practice, but it shall include any sum charged 

towards anything done by the seller in respect of goods at the time or 

before delivering of such goods. 

7.  Minimum collection price paid by the dealer is fixed by local 

administration to save the local persons from exploitation at the hands of 

dealer. However, once the dealer has taken lease of the forest on payment 

of royalty he became the owner of the forest produce of the lease hold 

area for the lease period and the price he has paid was in lieu of the forest 

produce. In that case, royalty should be treated as purchase price. In P.R. 

Tata & Co. (supra), the Hon‟ble Court has held that, none of the expenses 

like collection, transportation etc. was to be included in the purchase 

price. Said view has been repeated by the Hon‟ble Court in all decisions 

relied by the dealer mentioned above. In Tribal Development Co-

operative Corporation of Orissa Ltd. Vrs. Commissioner of 

Commercial Taxes, Cuttack reported in [2009] 23 VST 104 (Orissa) 



same question relating to the same dealer involved in this appeal was 

considered by the Hon‟ble Court wherein it is held as follows : 

“We have considered the submissions advanced by the learned 
counsel for the parties and perused the documents in the 
present tax appeal as well as the judgment of this court 
rendered in the case of State of Orissa V. Iqbal Bros. [1990] 79 
STC 337. Therefore, in conformity thereof, the “purchase price” 
for the appellant has to be held to be the consideration paid by 
the appellant-Corporation to the owner of mohua flowers, i.e., 
the State Government and “royalty” being the only 

consideration paid to the State Government for such rights, 
must alone be considered as consideration for the purpose of 
levy of “purchase tax”. Any payment made by the appellant-
Corporation to the collectors of mohua flowers towards their 
labour cannot form part of the consideration value paid to the 
owner for the purpose of levy of “purchase tax” as mohua 
flowers”. 
 

  Thus, in view of the authoritative pronouncement of the Hon‟ble 

Court above, the irresistible conclusion here is, the interpretation of the 

„turnover of purchase‟ for the purpose of tax under the State by the FAA 

in the impugned order calls for no interference. Accordingly, we are of the 

consensus view that, the appeal preferred by the State sans merit. 

  The appeal is, therefore, dismissed on contest. 

Dictated & corrected by me, 

 

   

  Sd/-         Sd/- 

    (S. Mohanty)            (S. Mohanty) 

2nd Judicial Member      2nd Judicial Member 

     

I agree,  

                            Sd/- 

                   (Sashikanta Mishra) 

                  Chairman 

        I agree, 

 

                     Sd/- 

              (P.C. Pathy) 

         Accounts Member-I 
 


