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 If the use of dolomite in the manufacturing of sponge iron 

as input enabling the dealer to avail input tax on it or not is the sole 

question raised for decision in this appeal preferred by the Revenue.  

2. Since the question was decided in favour of the dealer by 

the first appellate authority reversing thereby the order of assessing 

authority in an assessment u/s.42 of the Orissa Value Added Tax Act, 

2004 (hereinafter referred to as, the OVAT Act) for the tax period 

01.04.2006 to 31.03.2007 of the respondent-dealer a iron 

manufacturer, the Revenue being aggrieved, called the order of first 

appellate authority in question in this appeal and claimed that, 
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dolomite does not qualify the term 'input', hence ITC is not admissible 

to the dealer on purchase of it. On the basis of audit visit report with 

the allegation of purchase suppression in the regular audit 

assessment u/s.42 of the OVAT Act the dealer was denied to avail ITC 

on purchase of dolomite, as the assessing officer hold like dolomite 

covered under definition of input as per Sec.2(25) of the OVAT Act. As 

a result, the dealer was denied ITC availed and asked to pay the 

balance amount due from him at Rs.34,21,069.00.  

3. In appeal learned Addl. Commissioner of Sales Tax 

(Appeal) as first appellate authority vide impugned order held the 

dolomite is to be treated as input in the manufacturing process of 

sponge iron covered u/s.2(25) of the OVAT Act and thereupon the tax 

and penalty became reduced to Rs.1,47,369.00. At the cost of 

repetition it is stated that, according to the Revenue Dolomite is not a 

raw material or not a consumable directly used in the manufacture of 

iron as it is not available in the end product, so it cannot be termed 

as input, hence the dealer is not entitled to ask ITC on it. 

4. The learned assessing authority has held that, coal is 

used as fuel, so coal and dolomite are neither composition of sponge 

iron nor consumable, hence the dealer is not entitled to avail ITC on 

purchase of such goods. Conversely, learned first appellate authority 

has taken into consideration of the provision u/s.2(25) of the OVAT 

Act, documents like copy of R.C. of the dealer entering in it Dolomite 

as one of the raw material for the manufacturing of sponge iron, copy 

of project report revealing coal and dolomite as raw material in the 

production of sponge iron, clarificatory letter of Finance Department, 

Government of Orissa bearing No. 10671/F. dtd.11.03.2002 stating 

coal as raw material in the sponge iron industry, the letter of NIT, 

Rourkela certifying Dolomite as a raw material in the production of 

iron and the judicial pronouncements time to time as reflected in the 

impugned order and ultimately, it has formed an opinion that, 

Dolomite is nothing but a raw material/input. It is fact that, raw 



3 

 

material has not been defined under the Act but the term „input‟ as 

per Sec.2(25) if covered Dolomite when taken up as the question he 

provision may be reproduced here as follows:- 

 “Sec.2(25) of OVAT act :- Input means any goods 

purchased by a dealer in course of his business for resale 
or for use in execution of works contract, in processing or 
manufacturing, where such goods directly or goes into 

composition of finished product or packing of goods and 
includes consumable directly used in such processing or 

manufacturing”. 

 In Reliance Industries Ltd. v. Asst. Commissioner of Sales Tax and 

Others (2008) 15 VST 228 (Orissa), it is held by his Lordships that: 

 “The very expression “consumables” postulates that such 

articles are destroyed or used upon the processing or 
manufacturing of goods. It is because of this reason that 

while consumables by an inclusive definition are included 
in the definition of “input” under section 2(25) of the VAT 
Act, the Legislature did not insist upon the requirement 

which appears in the earlier clauses that such goods 
must go into composition of finished products.” 

 

 The definition u/s.2(25) speaks of use of the goods in the 

processing or manufacturing where such goods directly goes into 

composition of finished products or packing of goods for sale. Further, 

the definition includes the consumable directly used in such 

processing or manufacturing. The word “and” in the definition is 

conjunctive not disjunctive.  

 The literature of the sponge iron as submitted by the 

dealer unerringly points to the definite conclusion that, Dolomite is a 

raw material in the sponge iron factory. Most importantly, after being 

proper enquiry and on satisfaction, the taxing authority has granted 

registration certificate to the dealer contending therein that, Dolomite 

as a raw material, the principle is well settled that one cannot 

approbate and reprobate at the same time. It is the authority accepted 

the dealer‟s application and on scrutiny granted R.C. treating the 

Dolomite for particular use i.e. in the process of manufacturing of 
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sponge iron as a raw material, then the same authority never can take 

a different plea on the point of levying tax that Dolomite is not an 

input. Further, here consumable in the definition certainly include 

goods like Dolomite used in the process of manufacturing. Sec.20(3) 

makes it clear that, the dealer is entitled to ITC against the goods 

used as input. In the case before us, when the Dolomite is nothing 

but an input for the purpose of manufacturing of sponge iron, the 

dealer is entitled to ITC. Resultantly, the irresistible conclusion is, the 

findings of the authority below in the impugned order calls for no 

interference, hence confirmed.  

 In the result, it is ordered. 

 The appeal is dismissed as of no merit as of no contest.  

 
Dictated & corrected by me, 

 

    Sd/-            Sd/- 
      (S. Mohanty)                           (S. Mohanty) 
1st Judicial Member                 1st Judicial Member 

 
 

 
 
 

 
 

 
 
 

 
 
 

 


