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"18. Input Tax Credit.- (1) Input tax credit shall be allowed, to reistered dealers 
other than the dealers covered by sub-section(2) of section 3 section 5, in respect 
of purchase of any taxable goods made within the State from a registered dealer 
to the extent and in such manner as may be prescribed, for the purpose of- 
(a) Sale within the State of Rajasthan, or 
(b) sale in the course of inter-state trade and commerce; or 
(c) sale in the course of export ouside the territory of India; or 

(d) being used as packing material of goods, other than exempted goods, for sale or 
(e) being used as raw material [except those as may be notified by the State 

Government,] in the manufacture of goods other than exempted goods, for sale 
within the State or in the course of inter-state trade or commerce; or 

(0 [being used as packing material of goods or as raw material in the manufacture of 
goods for sale] in the course of export outside the territory or India; or 
(g) being used in the State as capital goods; 

however, if the goods purchased are used partly for the purposes specified in this 
sub-section and partly as otherwise, input tax credit shall be allowed 
proportionate to the extent they are used for the purposes specified in this sub-
section," 
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"20. In the considered opinion of this Court, therefore, in view of specific 
provisions contained in Section 18 of the VAT Act of 2003, the ratio of the 
judgments relied upon by the learned counsel for the respondent-assessee would in 
fact support the case of the Revenue, and as a necessary corollary, it deserves to be 
held following these aforesaid judgments, that input tax credit in the present case, 
was rightly reduced and was allowed only proportionately to the extent of 
manufacturing and sale of taxable goods by the assessee in the present case, 
namely, "Aata", "Maida" and "Suji", manufactured out of raw material (wheat) 
and such input tax credit could not be allowed to the extent of sale of VAT 
exempted goods, namely, wheat bran (Chaff/Chokar), which has been assessed by 
the Assessing Authority to the extent of 25% of the input tax credit and reverse tax 
has been imposed on the respondent-assessee. 

21. Therefore, as far as impugned order of learned Tax Board dated 13.03.2009 
to the extent of setting aside the imposition of reverse tax disallowing the 
proportionate input tax credit is concerned, the same cannot be sustained and 
deserves to be quashed by this Court, and to that extent the revision petitions filed 
by the petitioner-Revenue deserve to be allowed. 
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"So far as the question of penalty is concerned the items which were not 
included in the turnover were found incorporated in the appellant's 
account books, where certain items which are not included in the 
turnover are disclosed in the dealer's own account books and the 
assessing authorities includes these items in the dealers' turnovers 
disallowing the exemption penalty cannot be imposed. The penalty levied 
stands set aside." 
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* :- 
"However, as far as question of penalty u/s 61 of the Act is concerned, 

the imposition of the same by the Assessing Authority under Section 61 of 
the Act of 2003 to the extent of double the amount of tax is concerned, the 
same Cannot, be sustained and deletion of penalty in these circumstances, 
where a debatable question was agitated by the rspondent-assessee before 
the appellate forums created under the Act, it cannot be said the assessee 
deliberately filed wrong returns or particulars of taxable turnover or 
malafide claimed 100% input tax credit. A benefit or doubt in this regard 
certainly goes in favour of respondent-assessee." 
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