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ACT:

Sal es Tax-Total Turnover included price for buying tanning
bark-That price is taxable--Dealer-Maning of Hyderabad
CGeneral Sales Tax Act, 1950, s. 2(e), 2(m-Sales Tax Rules,
rr. 5-(1), 5(2).

HEADNOTE

The respondents are registered dealers carrying on the
busi ness of tanning hides and skins and selling the tanned
ski ns. The authorities under the Hyderabad GCeneral ~ Sal es
Tax Act, 1950 assessed the respondent for the total turnover
which included the price paid by the ~respondent for
purchasi ng tanning bark used in the tanning process. The
respondent contended that the price paid for the purchase of
tanning bark should be excluded fromthe taxable turnover
because the tanning bark was bought by the respondent’ for
consunpti on and not for sale and hence the respondent was
not "dealer" qua the tanning bark. His contention -was not
accepted by the Tax authorities. In a petition to the High
Court under s. 22(1) of, the Hyderabad General Sal es Tax Act
the contention of the respondent was accepted and the

assessment was nodified. In appeal filed with specia
| eave,
Hel d: The High Court was in error in holding that a

purchaser is liable to pay tax under r. 5(2) of the Sales
Tax Rules only when he is carrying on a business of buying
and selling a cormodity specified in sub-r. (2) and not when
he buys it for consunption in a process for manufacturing a
commodity to be sold by him

(ii) To regard an activity as a business there nust be a
course of dealing either actually continued or contenpl ated.
to be continued with a profit notive and not for sport or
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pl easure. But to be a dealer a person need not follow the
activity of buying, selling and supplying t he samne
conmodi ty. The Act requires nerely that buying of the

commodity nmentioned in r. 5(2) nust be in the course of
busi ness; that is it nmust be for sale or use with a view to
take profit out of the integrated, activity of buying and
di sposal . The comodity my itself be converted into
another saleable comodity or it nmay be used as an
ingredient or in aid of a manufacturing process leading to
the production of such sal eable commodity.

(iii) In the present case the tanning bark was not
bought by the respondent for any purpose unconnected wth
the business. Consunption of the tanning bark in the

manuf act uri ng process did not therefore excl ude t he
respondents fromthe definition of dealer qua the tanning
bar k.

Sadak Thanby and Conpany v. State of Madras, 14 S.T.C. 753,
appr oved.

JUDGVENT:

ClVIL APPELLATE JURI SDICTION: Civil Appeal No. 473 of 1963.
Appeal by special l'eave fromthe judgment and order March
22, 1960, of the Andhra Pradesh Hi gh Court in Tax Revision
Case No. 88 of 1960.

A Ranganadham Chetty, B. R G K- Achar and R N
Sacht hey, for the appellant.

The respondent di d not appear
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April 8, 1964. The Judgnent of the Court was delivered by
SHAH, J.-The respondents who are registered as dealers under
the Hyderabad GCeneral Sales Tax Act, 1950 carry on the
busi ness of tanning hides and skins and of selling the
tanned skins in the town of Hyderabad.~ For the purposes ’ of
their business the respondents purchase undressed hides and
skins and al so tanning bark and other naterials required in
their tannery. For the assessnment year 1954-55 the Sal es-
tax Oficer, Circle IV, Hyderabad, found that the tota
turnover of the respondents was Rs. 5,70,417-12-4 (O'S.) in
respect of the hides, skins, wool and tanning bark. The
respondents disputed their liability topay tax on- Rs.
61,431-14-9 (O S.) included in the turnover contending that
this anmount represented the price paid for buying tanning
bark required in their tannery. They submtted that tanning
bark was bought for consunption in the tannery and not for
sal e, and they were accordingly not dealers in tanning bark
and therefore the price paid for buying tanning bark was not
liable to duty under the Hyderabad General Sales Tax /Act.
The Sales-tax Oficer rejected the contention of t he
respondents, and his order was confirmed in appeal - by the
Deputy Conmissioner, C. T., Hyderabad Division and also by
the Sales Tax Appellate Tribunal, Hyderabad. But the  Hi gh
Court of Andhra Pradesh in a petition under s. 22(1) read
with rule 40 franed under the Andhra Pradesh General Sales
Tax Act VIl of 1957 nodified the order passed by the taxing
authorities and excluded fromthe conputati on of the taxable
turnover the price paid by the respondents for the tanning
bark used in the tannery. Wth special |eave, the State of
Andhra Pradesh has appealed to this Court.

Section 2(e) of the Hyderabad General Sales Tax Act defines
"deal er" as neaning any person. local authority, conpany,
firm H ndu wundivided famly or any associ ation or
associ ati ons of persons engaged in the business of buying,
selling or supplying goods in the Hyderabad State whether
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for a conm ssion, renuneration or otherw se and includes a
State Governnment which carries on such business and any
soci ety, club or association which buys or sells or supplies
goods to its nenbers. Section 2(m defines "turnover" as,
meani ng an aggregate amount for which goods are either
bought by or sold by a dealer, whether for a cash or for de-
ferred paynment or other valuable consideration. By. s. 4 a
tax at the rate of three pies in the rupee in . G currency
on so nuch of the turnover for the year is is attributable
to transactions in goods other than exenpted goods is
i mposed. Rule 5(1) provides that save as provided in sub-
rule (2) the turnover of a dealer for the purpose of the
rules shall be the amount for which goods are sold by the

deal er. Rule 5(2) provides that in the case of certain
conmodi ti es the turnover
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of a dealer for the purpose of the rules shall be the anount
for which the goods are bought by the dealer. Those comp-
dities are: -

(a) Groundnut (shel L.ed or unshel |l ed);

(b) Bi di | eaves;

(c) Tarwar and ot her tanni ng barks;

(d) Ti'l, karad and castor seed;

(e) Cotton includi ng kappas;

(f) Li nseed, turneric, 'dhania and ot her

agricultural produce including all kinds of

dhal's and paddy (husked or - unhusked) not

ot herwise exenpted under the said Act, but

excluding cotton -seed, sugarcane, tea and

cof f ee seeds;

(9) Hi des and ski ns;

(h) Wbol, bones and horns.
The High Court of Andhra Pradesh rejected the claimof the
taxing authories to tax the tanning bark bought 'by the
respondents on the ground that a purchaser is liable to pay
tax under Rule 5(2) only when he is carrying on business of
buying and selling a comodity specified in the sub-rule (2)
and not when he buys it for consunption in a process for
manufacturing an article to be sold by him Therefore, in
the view of the Hi gh Court if a dealer buys -any conmodity
included in Rule 5(2) for consunption.in his business but
not for sale, he is not to be regarded as engaged in - the
busi ness of buying, selling 'or supplying that comobdity and

the price paid for buying the comobdity is not I|iable to
t ax.
W are unable to agree with this view of the H gh Court. A

person to be a dealer must be engaged in the business of
buyi ng or selling or supplying goods. The expression "busi-
ness" though extensively used a word of indefinite inport,
in taxing statutes it is used in the sense of an occupation

or profession which occupies the tinme, attention and | abour
of a person, normally with the object of nmaking profit. To
regard an activity as business there nust be a course of
dealings, either actually continued or contenplated to  be
continued with a profit notive, and not for sport  or
pl easure. But to be a dealer a person need not follow the
activity of buying selling and supplying the sane comodity.
Mere buying for personal consunption i.e. without a profit
nmotive will not make a person, dealer within the neaning of
the Act, but a person who consunmes a comodity bought by him
in the course of his trade, 'or use in manufacturing another
commodity for sale, would be regarded as a dealer. The
Legi sl ature has not made sale of the very article bought by
a person a condition for treating himas a dealer: the
definition merely requires that the buying of the comodity
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nentioned in Rule 5(2) nust be in the course of business,
i.e. must be for sale
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or use wth a viewto make profit out of the integrated
activity of buying and disposal. The commodity may itself

be converted into another sal eable comobdity, or it may be
used as an ingredient or in aid of a manufacturing process
| eading to the production of such sal eable commodity.

It cannot be said in the present case that the tanning bark
was bought by the respondent for any purpose unconnected
with the business carried on by them viz., manufacture and
sale of dressed hides and skins. Consunmption in the
busi ness and not sal e of the commbdity bought therefore does
not exclude the respondents fromthe definition of dealer
aua the tanning bark. ~This.is the view which has, in our
judgrment, been rightly taken by the Madras H ght Court in
the interpretationof a simlar- statute in operation in the
State of Madras in L-MS. Sadak Thanmby and Conpany v. The
State of Madras(1).

The appeal is therefore allowed and the order passed by the
Hi gh Court is set aside and order passed by the Sales-tax
Appel l ate Tribunal restored. ~No order as to costs.

Appeal dism ssed.

(1) 14 s.T.C., 753
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