BEFORE THE ADVANCE RULING AUTHORITY: ODISHA SALES TAX TRIBUNAL:
CUTTACK.

Adyance Ruling Ap,plication No.02/2013-14
Present:

Shri M.s. Dhal
Chairman

M/s.RayagadaMinerals
Rayagada.
-

& Shri A.K.Mahapatra
Judicial Member-II

&

Shri J.Pradhan
Accounts Member-II

& Chemicals (P) Ltd.,
... Applicant
Versus-

State of Odisha, represented by the
Commissioner of Sales Tax, Odisha,
Cuttack.
For the Appellant
For the Respondent

... Respondent

Mr. O.K. Mohanty, Advocate
Mr. M.S. Raman, Addl. StandingCounsel (CT)
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the provision

of Sec.78-A

of Odisha Value Added

(in short, 'OVAT Act'), the present aoollcation h~s been
.filed by the applicant
from this authority

seeking a clarlftcatlon

as to entitlement

credit on the goods purchased

of the. applicant

by it within

purpose and clatm for refund of tax alreadv
goods from the registered
2.

aereft

of

of advance

ruling

tor the input tax

the State of Odisha -for the
paid while purchasing

the

dealers.

unnecessary

disposal of this application

byway

detatls

are as under

i

the

relevant

facts

for

the

, '
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The applicant

under the name and style

Minerals& Chemicals Pvt.

Ltd. (in

short,

M/s. Rayagada

Rayagada Minerals)

is a

registered dealer under OVAT Act and CST Act. It (the applicant) was
approached by M/s. J.K. Corporation Ltd. (in short, J.K. Paper) a leading
manufacturer of printing, writing and coated paper products having its
plant located at J.K.Pur, Rayagada, to set up the facility for conversion of
raw materials to be supplied by J.K. Paper to obtain precipitated calcium
carbonate (PCC). The applicant has also set up such facility

in the

premises of J.K.Paper for conversion of raw materials supplied by the
J.K. Paper to P.C.C. The lime and the carbon dioxide are the principal raw
materials

for manufacturing

of P.C.C.

The said raw materials are

supplied by J.K. Paper free of cost to the applicant.

Besides!" 'other

facilities like water, electricity, fuel, gas etc. are also proVided 'by J.K•..
Paper to the applicant free of cost for the above purposer+lowever,

the

applicant uses some chemicals in the process of conversion of lime into
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cost which is very negligible compared to the overall cost of
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the conversion charges/cost from J.K. Paper for carrying

entire job.'· According to the applicant the overload relay are

purchased and used in the manufacture of P.C.C. and the cost thereof is
debited to the business of the applicant. Further, the process undertaken
by the applicant qualifies to be manufacture since the conversation
process for transformation

of lime to P.C.C.results

into a new distinct

article. Again the overload relay purchased by the applicant being spare

"
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parts for the plant .and machineries, are used in the process of
manufacturing by the applicant. The said item can be termed as capital
goods and the same being used in the process of manufacture qualifies
as an input. Again according to the applicant the aforesaid goods being
taxable and VAT having been charged thereon by the selling dealer
namely Mis. Vdeal Systems, Bhubaneswar and such goods being used in
course of business of the.appllcant.Jn conversion of raw materials to

pee,

the applicant is entitled for the ITC. Under the aforesaid facts and
circumstances, the, eppllcant has sought for clariflcatlon from this
authority on the following disputed questions :
(i)

Whether on the facts and in the' peculiar circumstance of the
case the applicant is eligible to claim input tax credit on the
goods purchased within the State of OdiiSha'and used in the
process of conversion of lime to

=cc

?

Whether on the facts and - circumstances of the case, the
applicant is otherwise eligible to claim refund of tax;- i.e.
. the,

.'

amount of VAT paid by the applicant white purchasing the.'
goods from the registered dealers inside the State of Odisha?
3.

During the course of hearing on the Advance Ruling

Applicati.on, the learned counsel for the applicant has fiJed:certain
documents like invoice for conversion charges issued by the petitioner
on the customer (J.K.Paper Ltd.) and invoice of purchase of overload
relay. It is strenuously urged by Sri Mohanty, the learned counsel for
the applicant that though the applicant recovers the cost from
J.K.Paper for conversion of lime to

pce,

yet in the process undertaken

.'
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by him some chemicals and spare parts like overhead relay are used
at the cost of the applicant. It is further submitted by him the
aforesaid overhead relay purchased by the applicant is being used as
capital goods in the process of manufacture and the same quatntes as
an input. Once again it is contended by him that since the said item is

I

taxable goods and VAT has been charged by the seNrngdeafer namely

MIs. Vdeal Systems, Bhubaneswar, the applicant is entitled for ITC as
per provision·of Sec.20 of the OVATAct. Thus, it is urged by him that
in the aforesaid background of facts the clarification sought for by the
applicant as per his appncatton should be answered by this Forum in
his favour in the interest of the justice.
On the other hand, the learned Addl. Standing Counsel

4.

(CT), Mr. Raman appearing for the Revenue has vehemently opposed
the aforesaid contentions raised' on behalf of the applicant and .
that the application is not maintainable in the eye of law. It
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materials are supplied free of cost by M/s.J.K.Paper,

.'

·:';':".~~~~~~'l$.rro,ttansfer
of property In goods to the contractee i.e. M/sJ.K.
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Once again it is argued by him that there being no taxable

event having occurred in the hands of the: applicant in the process,
the questlon of claiming input tax credit by him does not arise and so
also he is not entitled for refund of any amount of VAT claimed to
have been paid by him. Accordingly, it is submitted by him to reject

5

the advance rulin,g application filed on behalf of the applicant, the
same being devoid of any merit.

5.

Having regard to

the aforesaid rival contentions

advanced on behalf of both the parties, now it is to be examined as to
if the applicant herein is entitled to claim for the input tax credit on
the goods purchased by it and also eligible to claim refund of tax
already paid by him. So far as the clarification on the first point, l.e.

on

input tax credit'l:iS concerned, at the outset it would be profitable

to bear in mind the relevant provisions in this regard before adverting
to the detail discussions·thereon. The term 'input tax' having defined
under Sec. 2(26) of the QVATAct as foUows :"Sec.2(26) : Input tax in relation to any registered dealer
means the tax collected and payable under this act in respect
of sale to him of any taxable goods for usethe in course of
business."

"The settlnq, off the amount of input tax or pan: thereof
U/s.20 against the output tax, by a reqlstered dealer other
than a registered dealer paying turnover tax U/s.16".
In view of the aforesaid definition of "input tax credit", 'it is now to be
understood the meaning of the term "output tax" which has been defined
.U/s.2(29) of the said Act as-
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"The tax .levlable and payable under this Act in respect of
sale of any taxable goods made by that dealer in course of
his business."
Sec.20 of the OVAT Act deals with the matter as to entitlement or
otherwise of the input tax credit within the purview of the said section of
the Act. As per Sec.20(7) of the OVAl Act, a reg'istered dealer who
intends to claim input tax credit shall for the purpose of determining the
>

amount of input tax credit, maintain' accounts and such other records as
may be prescribed in respect of the purchases and sales made by him
and stock in trade held. Aga1nas provided Ujs.20(3) of the said Act input
tax credit shall be allowed for purchases made within the State from a
registered dealer holding a valid certification of registration in respect of
goods intended for the purpose ofxx

(a)

xx.·

xx

(b) use as inputs or as capital goods in the manufacturtnq of
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the
the

has been able to satisfy this forum with regard to its claim as to

entitlement of input tax credit on the goods purchased for the purpose of
conversion of lime to

pee. As mentioned earlier

the applicant has clearly

admitted in its application that it only renders service of conversion of
the raw materials mentioned above to

pee

and in execution of the said

work there is no transfer of property in goods to the contractee. It is

,

.
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clearly rnentloneq In para-18 of the application that no taxable event
under the OVATAct occurs in the hands of the applicant while rendering
such service to the contrctee. Thus, it has been rightly argued on behalf
of the Revenue that in the face of such admission when there is no
taxable event there is no scope for claiming input tax credit by the
applicant. It is also an admitted fact that the entire transaction between
the applicant and its contractee is a works contract, wherein there is no
transfer of property of goods, since the applicant processesthe

pec

only

on receiving the raw materials by the contractee Le J.K. Paper and
thereafter supplies the said' products to the contractee. Thus, the said
transaction can neither be considered as "sale" nor "deemed..sale". In
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Mis. NavaBharat

Ferro At10YS Ltd., wnereinitpas

their.Lordshjpsthat "in absence of transferOf.9ood...
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.

~S'~!~T~~ sale nor deemed sale so as to
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been
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attract sales tax".Sucnfinding
:

of
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the Hon'ble Court Is with reference to the issue which cropped up during.'
the assessment before the Taxing Authority as to wh,etherconversion of

.

chrome ore and coke into high carbon terrochrome-Involved sale or
-.::' ..

works contract. This Tribunal answered the Said. issue holding that no
transfer of property in goods has been taken place and the transaction
only Involves execution of works contract and in absence of transfer of
goods, there was neither any sale nor deemed sale to attract sales tax.
The said view of this Tribunal has been confirmed in case of State of
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Odisha Vrs. MIs. Nava Bharat Ferro Alloys Ltd. (Supra). The aforesaid
ratio decided in the case negatives the claim of the applicant.

7.

That apart, the application

filed by the applicant does not

disclose as to if the appticant maintains

any accounts and such other

records as prescribed in respect of purchases and sales made by it and
stock in' trade held as per the requirement
the OVAT Act. Admittedly,

of the provision U/s.20(7)

no such accounts

produced along with tt1ea'j}plication

of

or records have been

nor during the course of hearing

before this forum on behalf of the applicant In support of its claim. Thus,
in absence of any such relevant documents the claim of the input tax
ccedltbv

the applicant also cannot be entertained.' Again in absence of

anyrealisation

of output-tax

by theeppncant

within

the purview of

Sec.2(28) of the OVAT Act, the question of setting off the amount of the
input tax or part thereof U/s.20 of the 9VAT Act against the output tax or
the claim of input tax credit by the applicant does not

:,~~dS
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to t~ question of refund Of the VAT said to have

the applicant, Sec.57 & 58lof the OVAT Act deal with

.

s,

As it has b~en admitted

by the applicant there is no
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liability for payment of VAT for the activities undertaken by it since the
transaction undertaken by the applicant happens to be a works contract
and does not result any transfer

of property" in goods as mentioned

paragraph in 16 of the appUcation. The VAT paid by the applicant for
purchase of the overload refay to be used in the manufacturing

process

of the PCC, cannot be refunded in view of the fact that the applicant does

·

'
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not satisfy the conditions

as provided

U/s.57 & 58 of the OVAT Act.

Rather the payment of VAT for the said item purchased by the applicant
is like purchasing of goods for its self use on payment of VAT, for which
the question of refund of the same does not arise.
9.

Thus, taking into consideration the aforesaid discussions, this

forum comes to a definite conclusion that the application

filed by the

applicant seeking advance ruling on the points is devoid of any merit and
accordingly, the same is liable to be rejected.
10.

In the result, the application filed by the applicant is hereby

Sd/(M.S. Dhal)
Chairman
I agree,

Sdf-·

.

(A.K.Mah~j)atra)
Judicial Member-II
I agree,
Sd/- ,
(J.Pradhan)
Accounts Member-II

