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O R D E R 

 

 

 
 This appeal is directed against the order dtd.30.05.2011 passed 

by the learned Deputy Commissioner of Sales Tax (Appeal), Angul Range, 

Angul (hereinafter referred to as, the learned DCST) in First Appeal Case No. 

AA-70/AL/09-10, wherein and whereby, he has allowed the first appeal in 

part by passing an order of refund amounting to Rs.16,020.00 instead of a 

balance demand of tax and surcharge amounting to Rs.5,05,254.00 raised 

by the learned Sales Tax Officer, Dhenkanal Circle, Angul (hereinafter 

referred to as, the learned STO) in respect of the respondent-dealer in an 

assessment u/s.12(4) of the Orissa Sales Tax Act, 1947 (hereinafter referred 

to as, the OST Act) for the assessment year 2002-03. 

2. The respondent-dealer being a works contractor executed 

certain works under the NALCO, Angul, MCL, Talcher and East Coast 
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Railways, Khurda and received a gross payment of Rs.57,41,865.00 for the 

same in the assessment year 2002-03. In an assessment u/s.12(4) of the 

OST Act for the assessment year in question i.e. for the assessment year 

2002-03, being noticed, when none appeared on behalf of the respondent-

dealer before the learned STO, he proceeded to assess it exparte on 

examination of the materials available  before him and determined the GTO 

and TTO at Rs.57,41,865.00 and levied tax thereon @ 8% which came to be 

Rs.4,59,349.20. Then, he also levied surcharge further @ 10% and as such 

both the tax and surcharge came to be Rs.5,05,254.00 in total, required to 

be paid by the respondent-dealer.  

3. After the assessment, being aggrieved with the order of the 

learned STO, the respondent-dealer preferred an appeal before the learned 

DCST bearing First Appeal Case No. AA-70/AL/09-10. On hearing and on 

consideration of the materials available on record and also on consideration 

of the contracts submitted by the respondent-dealer, the learned DCST 

ascertained the nature of works and allowed deduction towards the labour 

and service charges @ 35% relating to the civil works and @ 50% relating to 

the blending of civil, mechanical erection and earth work. Similarly, he also 

allowed deduction of Rs.10,11,375.00 towards the tax paid materials utilized 

in the works on proper verification of the relevant documents and re-

determined the TTO at Rs.8,77,483.42 and levied tax and surcharge thereon 

at the appropriate rates. Then, he also took note of the payment of tax 

amounting to Rs.93,239.00 made earlier by the respondent-dealer by way of 

TDS subject to its proper verification and finally his order resulted in a 

direction for refund of an amount of Rs.16,020.00 instead of a demand of 

tax and surcharge amounting to Rs.5,05,254.00 as raised by the learned 

STO. Thus, thereafter, being aggrieved with the order of the learned DCST, 

the Revenue as appellant has preferred this second appeal.  

4. In its grounds of appeal, the appellant-Revenue has taken the 

following grounds- 

(i) That, the order of the learned DCST reducing demand and 

allowing refund is arbitrary, illegal and bad in law. 
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(ii) That learned DCST has erred in allowing deduction towards 

labour and service charges @ 50% for civil and mechanical 

erection work. 

(iii) That considering the nature of work labour and service charges 

should have been restricted to 35% but learned DCST has 

wrongly allowed deduction @ 50% which is not sustainable in 

the eyes of law. 

(iv) That the order of learned DCST is liable to be modified to the 

extend of labour and service charges to be allowed @ 35% for 

civil and mechanical erection work. 

5. Cross objection has been filed by the respondent-dealer 

supporting the order of the learned DCST. 

6. Heard both the sides. The learned Addl. Standing Counsel 

appearing for the appellant-Revenue submitted that, the learned DCST has 

allowed deduction at a higher percentage towards the labour and service 

charges without proper verification of the materials available on record and 

the same can clearly be considered to be illegal. He further submitted that, 

the proper deduction required to be allowed in case of blending of civil, 

mechanical erection and earth work is 35% and as such the order passed by 

the learned DCST needs to be rectified by this Hon’ble forum. On the other 

hand, the learned Counsel appearing for the respondent-dealer supported 

the order of the learned DCST and urged for dismissal of the appeal.  

7. Perused the orders of both the learned forums below and the 

other materials available on record. From the materials on record, it is seen 

that, the respondent-dealer being a works contractor executed certain works 

under the NALCO, Angul, MCL, Talcher and East Coast Railways, Khurda 

and received a gross payment of Rs.57,41,865.00 for the same in the 

assessment year 2002-03. During assessment, though the learned STO did 

not allow any deduction towards the labour and service charges and towards 

the first point tax paid goods, after ascertaining the nature of works and on 

consideration of the relevant documents, the learned DCST allowed 

deduction towards the labour and service charges @ 35% relating to the civil 

works and @ 50% relating to the blending of civil, mechanical erection and 

earth work and also allowed deduction of Rs.10,11,375.00 towards the tax 
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paid materials utilized in the works, at the first appeal stage. On further 

scrutiny of the entire materials on record, the percentage of deduction 

allowed by the learned DCST towards the labour and service charges after 

ascertaining the nature of works is found to be just and proper. Similarly, 

the deduction allowed towards the first point tax paid goods used in the 

execution of the works is also found to be just and proper. During hearing, 

the learned Addl. Standing Counsel failed to point out any significant reason 

of interference by this forum in the order passed by the learned DCST and 

as such the order passed by him can clearly be considered to be a 

reasonable one.  

8. In the result, the appeal is dismissed being devoid of merit. The 

cross objection is disposed of accordingly.  

 
Dictated & Corrected by me, 

 
                Sd/-          Sd/- 

(Ashok Kumar Panda)                     (Ashok Kumar Panda) 

1st Judicial Member           1st Judicial Member 
 

I agree, 

                Sd/- 
         (Subrata Mohanty) 

        2nd Judicial Member 
 

I agree, 

                    Sd/-  
                    (P.C. Pathy) 
               Accounts Member-I 

 


