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18. Input Tax Credit. —

(1) Input tax credit shall be allowed, to registered dealers, other

than the dealers covered by sub—section (2) of section 3 or

' 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 —

() being used as raw material, except those as may be
notified by the State Government, in the manufacture of
goods otherthan exempted goods, for sale within the
State or in the course of inter—State trade or commerce; or

4. Levy of tax and its rate. —

(2) Every dealer who in the course of his business purchases any
good other than exempted goods in the circumstances in
which no tax under sub—section (1) is payable on the sale

- price of such goods and the goods are disposed off for the
purpose other than those specified in clause (a) to (g) of sub—
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each of such goods in Schedule-III to Schedule VI of the
Act.
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"The assessee, a dealer in jewellery, purchase from its
customers old and worn-out ornaments at the actual weight and
on the ruling price of the bullion on that date and utilized the
articles in the manufacture of new jewellery for sale. These
articles were alrea.dy subjected to tax as bullion at single point
under entry 15 of the First Schedule to the Tamil Nadu General
Sales Tax Act, 1959, at the time of sales to the customers as
new ornaments. The assessee had also made its own mark on
the manufactured jewels and it was only those jewels that the
assessee took back from the customers, without any further
verification, paying the ruling price of bullion on that date. The
assessee contended that the old and worn-out ornaments
purchased from the customers, having suffered tax under entry
15 of the First Schedule, could not again be subjected to tax
under section 7-A, in view of the mandate in section 3(2). In
support of this contention the assessee relied on the Statement
of Objects and Reasons appended to the Tamil Nadu General
Sales Tax (Amendment) Bill, 1970, which incorporated section
7-A in the statute, and also on a f}ovemment Order issued on
14" February, 1970 : .

Held, (i) that section g -A is a separate charging
provision and it is not subject to section 3(2) :

(ii) that whatever might be the object with ‘which the
Bill proposing to incbrporate section 7-A in the -Act was
introduced in the legislature, the courts have to go by the
language employed in the provision and so far as the language
of section 7-A has been interpreted by the Supreme Court in
STATE OF TAMIL NADU v. M.K. KANDASWAMI [1975]
36 S.T.C. 191 (S8.C.), that decision of the Supreme Court
should govern the construction of section 7-A and not any
Government Order issued on an incorrect under-standing of the
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09,/02 /2016 (iii) that the vendors of the assessee were all persons

who were not liable to pay tax because they were not dealers
and the goods or bullion were consumed in the manufacture of
other goods for sale or otherwise. Therefore, both the
conditions imposed by section 7-A for creating the charge
were satisfied and the assessee was liable to pay tax. n
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"Rajasthan Sales Tax Act, 1994, section 11-The Rajasthan
High Court held that :- (i) there is no question of mere transfer
entry in the books of accounts amounting to change of
character of transaction. It is on the contrary, the change of
character of trahsaction, which was duly reflected in the books
of accounts by such transfer entry. Once, these goods became
the "own goods" or the goods purchased on account of "own
account" by the assessee dealer, which attracted no tax u/s 4
and 12 of the Act and out of such goods, if consignment
transfers (SOS) is made by the assessee dealer, it would
naturally attract purchase tax u/s 11 of the Act and (ii) the mere
assessment of the same as exempted sales u/s 6(A) of the CST
Act by assessing authority as stated by the learned counsel for
the assessee is of no consequence.”
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