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Passed b)'Dr. Balbir Singh, Additional Director General (Taxpayer Services), Ahmedabad

Zonal Unit, Ahmedabad.

3{fu 
"Ha_dT 

€-sqr tqlr.sb-+.l.ej. ((E{.dI.) ffaro rrg.to.t.tu * qRr c} dfA 3ff}-€' Sne?i q

.e/?.rb-(rfl.A. Eara t€,.tt.r.tb t :r.aw"r q 4 e-rft [$f, :rqt 4-5rfiler+ 6-[drilr d-drt,

3r{4ilm.( fr-d-d $-c +r fi-.a:rftrifiqq sqqs fi $r.,Tzs, i,f-q r.qa rra:rfuB-tra ?qvg sr qqr

r,r * jada E-S ff ,B 3fti * €-dst * :nlsr crirf, {d t r{?q t gfrd c,ltr+It} i sc fr

ftTfrd fuqT qqT t

Inpursuanr:eto[]oard.sNotificationNo.26l2017C'E'x.(NT)dated17'10.217read
rvith Boarci,s order No. 05/2017-ST clatccl 16. 11.2017, Dr. Balbir-Singh, Additional Director

General of Ta-rpaver Scn,ices, Ahrneclabad Zonal tJnit, Ahmedabacl has been arppointed as

Appellate Authtritv lor thc purpose of ,assingi ortlers iIt respect of appeals filed Lrnder

seition ss of central oxcise Act, 1g44 and Section g5 0f the !'inance Act, 1994.

3{W 3drq-fd/ s -{+ar Jnq?rd/ Jql{f,dl s6-|{6 }Irqra *-0-q 3tqI( e,@i e-dr6{, {rs+}e i dr-;rJlT

r anftnirr a+r' awfilfua srt'aa :narr $ uffid: I

Arising oui of abor.c mentionerl OIO 
-issucd b1 Additional/Joillt/Deput\ /Assistart

Commissioner, Central Ericise / Scn ict.'l'a.x, Rajkot / Jamnagar / Gandhidham :

3rfr56+at & CftqT{f 6r afff (rd qdr /Narnc & Arltlrcss ol the APpeUants & Responrler-Lt :

1,M/s Iaducto Steel Ltd., Hariyana House, 2nd Floot,2l65lA-2, Sanskar Mandal'

Bhavnagar
2. Shri. Rajeev Reniwal 

'Director 
of M/s ' Inducto Steel Ltd.

(A)

rs iles(3rq-fl t .qB-f, qit€ EqEd ffifda atlt fr 3qq-f,d qrffi I qrR-fi{ur * +|ff8T

3{fif, dr{{ 6{ €zFilr Hl/
Arr. o.."o., aegrieved br this Order ir.r Al;peal ma\'1ilc an appcal to the appropriate authorit]
in the follort'inA tt ar .

dtffr er6 a,-&q r.qrd qr6 w t--dr6{ gffiq ;qrqlftIf{Tr + cfa 3lm-aI, idq tacrq 116
;iffi i;;-#'ui'tise; ;drta G a-ea:rfoF-qq, rssa sr ?-,'Rr 86 t 3ri+rld

ffifua srr6 6r ar {f,dl B l/
Aooeal to Customs, Excise & Sen,ice Tn-r Appellate Tribunal under Section 358 ol-CEA. 1()'+'+

/'Under Sectior 86 o1 the FltIance Act, 199'1 .rn appeal lies to:

61s5u1 a.q65a S ureF,n gli "qrsd fiqr e-4. +-;fl2 s;wfa Qra+ r'd Car6{ 3rffirq
ffi Sr Eq}s ff6. tre .*" a 2, lrR ; "c{*, ilg ffi. m} ffr'srfi qGq u
.lhe 

sDccral bcnch o[ ( usror]rs. l-xr ise & Serr icc Tax \ppr-llate Tribunal of Wcst ljlocL No. 2.

R.K. Puram. Nerr Delhr i11 all matters relatirtg to classification and valuation.

Tq{tf,a cFaits-c ltal } dr(r fl' r{fid t r"rcr tq .rfr 3rfid Sfnr t5+. },fiq :;qra era c.d

€"rs{ j{dq 
"qrsrmolq 

(ftrlc) #r c1-e-{p- eHrq fr86T. (ffiq" aE. ef*rdr rra- .rsrdr
jreaq;ra 3...t4 *t 6r;rm oGq rl

To rhe Wesl reeional bcnch of ( LIqr{}nrs, Lst is, & Se1yrl 1 1.r-1 API)ellatr Triburral (( L-STAI)al.
,i,r Floor. Bhalmali Bharrarr. Asan\a nl)me(lahad-.t8ul)10 rn .ase ol appeals olllcr lnall as

mentiondd in para- l(a) above

{')

3rg+d (3Ttrtr) 61 6rdrd-q,Adq aq !?i t-{r al *t rerE lra:
uo l HE CotltNtISSIONER (AI',PEALS), ( ENTRAL GSI & EXCISE.

Efrfiq a-f,, * r'g & Srit?I / 2*r Floor. (iST Bharan,

ts 6t* lt?r {t3, / Rlce Course tl.ing Roatl.

{!ri6tg / Raikot 360 001

'f elc Far No. O28l - 2111952/7111112

limail: cera m a il.co nrealsra kot4l

tIff**
:{*dl r r e arr r.r':rvitl?{I\il

(ii)



\J)

C

l/

(iii)

(B)

(i)

(ir)

vfi$-q;qTqtB6{ur } sqer 3$-d rr.ra +ri 6 61 d,-fro rqre efis 14fi41 1:;:r+qrdfr, zoot,

* mcq o fi nartd Flsifta fur' ,r$'qqr EA-3 +t qR cfui il a* frqr srar qGq t frd- fr
aq t 6q rr+ cR t Ht2r, G-dr iisr6 ar6 6T arrr .-qrg 6I dn 3fu 4rqr 4zlr sfrIar. 5c! 5

drs qr rs$ frrl, 5 drGI tc(r qI 50 *nr rcq il6 jflr-dr 50 drg $c(r d 3{ft16- B d rqll:
r.oioi- qqn, 5,000i- Fqt 3lq.n 10,000/- $qi or Bqift-a ilEIr ?fE' SI cfr €rra +tr Fmifta

ir#-*'srffi.--eafta vq-eq;qqTfu-mwT 6r em{r + soTt'q' {B€a{ + arc. t Fffi efr

itd6-d-fi #* + a'+ rqqr drt |grl+? em grqd d-dRr l+-qr dETr qG(' t fltifud Srqi 6r er4in;I.

a-+ a rs rnur fr ffi ilG!. fr61 €tfta sqdu ;qr-qTfuqi{lT sr lnsr Rrra I r ++ara"s6e1

(€ 3trt0 fi Rt:mfca-q* + HFr 500/- wq 6r Atri'R-d arF6 dlli +.rdl ilTr u

The aooeal to the Anpellate l ribLrnal shall bc tiJed ln qu^a-dru plicai e. in. lorm EA 3 'rs

"|i""?Ifid.'uii";"Rui';"6';r 
c",iiijj Ei''ii; inpp.-aif Stilesl 

joOi'ancl shall be accontpattr.d
|,;;i;'.1"';."';[i.tt ?i i.udr th;iild -# iicbrhbanied 

-6i a fee of Rs l.000/ Rs -5000/."
ft?{ i'olbo"cji ,i h;;;' ail"ii;i;itl u ii hemand/inGrest/penattr /refund is u.pto 5.'r,ac..5.Lar ro

s'd i;i;;'d ;#\:; 50 L;; r;iiel:tiuFt\ in ifi.'l6im rjf crossect bank draft in. farour.ol.Assr
ft;"it;.;';T 6.i"n,: t.., t r *r. ni,ii'irii i.O'piiUtic s,-.roi Ua"li of the place uhere the-bench of an1

;;?ii;;i'",i'rui;iii'' sei-ttii nrtjii'i,-r iE"" piiile "i':ii'ie"i he 6enitr'ol theJribunal is siiuated
ii;pii.Tiffi fr,rlii. to. iiinr .i srar shalt be a.companied b' a fee of Rs 500/-'
:iiffi'-inffi + wqsT"rilrd...iffi-;.ttlt#q-p lsq+ fi qnT q6'1) fi rf,aiT Q-dr6{

Ciir*fi, isga. * fr--* 9(1) S il6d Auin-a uv1 sT.S.fr q'. cft-ql i 6t -'r s*afr qa rs$

*" 6* *x,'+ fraE 3rm-.'6r 
'4.4,1 

d. ro_a cF. u* 3 *-6ra s troa fr u+ cF r*r6-d

6t-fi lIBq 3l1T 5d-d.t qiq s qiff (1q; cF + srer, wI t-dr6{ dn Hrrr ,qrs sI frr4 3{R rirzlr

,r* a# 1;cq,'5 Arg qr 3-{$ q-rT, 5 druI Fcq qr 50 dr&. dct' E' 3TQIdr 50 dra. 5ca t
,ii-"t'ts ;i #r,"r.dbi, til. s.oool wd a3q 10,000/ .qt .n E1qr aat r5+ ff vfr
#* -tr Frulfta qta +r A-rara. stift-a lmdfq;qrqTfu+WT fi qnt*r t ser++" tftccq t
#""+ #o * ffi er{ + d-r d"RT *fi hsrtu-d en flIe {dRT F* =e EGc t +i6Bd

.r*.; ;# a'+ A :e tnsr fr d-ar arm' rar ffia 3rm-dr4 ;qrqlfufr{ul fir snqr Rrd B t

il;"rrd;i i.t m,'{i fi R" :nA#-q* A e*r soor- scq 6r Brfftd ?re.F --;' 55ar frn ti

iifi trIi,+iliHi'{ruTi{Isi+li??ilHi"ffi f JH.tr*::'stal"#;'n'il"'fi 
Yo#'ni:

rin*l,rli:rol,{!P:$r'ript*&1$,#}HlrreTrffibi5q4"ilgf',"|'-i,gtlp$i;*
ii..sOOO7 

- i.:6iii, rhe amount oI sen ice tax &.in1eles1 
^d'

ii:i"fY# faliiij bui iiof exqeeai;-r"Rs. Fitrr:Lokha. Rs l0.o{)o/' uhere the ahrorrnl ol servrce

tax & interest demanoe-d t*'i#il?rii'l""ifa 
""s 

m-'iie'l6an r' ritl tJtihs ruoees' in rhc form of

crossed bank dratt rn ta'oLrJ 
',iii 

ii'" 'AitiI'iiri H.gisiiai oT {n"-tren.'n oi nominated Prrblic

sector Bank of thc place 
" 

ii.I" iili ilI-r ii-gi T;ifiiif bl iJ siruario / Application made flor

grant ot sta\ shall be at companled o\ a lce ol KS'luu/ -'

fr.a srftlft-+q, 1ee4 ffr qr{r 86 sI :q-qnr:ri (2) (q (2A) fi 3rilJrd' r$ 61 4fr 3ltrd, t-drci{

tr#e 1994, il 6-u-rr 9(2) \rd 9(2A) * rfa Grqlka o.rd S.r.-7 d 6r ar s$at w vo* wt
3{|q-f,d, +dlq racr( ?ftr Ar* o.*ua trmor. r;fi-q siqlq aii4 qgRT crft-d vr}er fi cr&sT

s-#r +t (r;fr t r.6 qF ralFrd 
-drfr 

Erf6r't $h 3ff.{+d ry.m F-6r+s 
^3lg+1 .}'T {1a

td" ** qran t-Eran. E;i 3tfifi'q ;qrqrfu-+-{ur +f 3fl+d-d nS 4i[A q;T Aftr ae ard vrdqt e]

cfA sfr qRr 4"6614 rrfi ffi r ,

The anDeal under sub setrion {21 and (2A) o[ the section 86 the Finance Acl l9g'+' thall bc

i[i:li"i;;St]";;;;.il;;r';;;;;i;l;01)i'aoizAl ortheserviceraxRures' les4and

!'nu]f ir.',"i.i-puni"h uy , -p," oT o.a.-i oi Commissiohcr Cenlral Excise -or 
Comntissionet '

1-antr.l F,..ise lAnnealsl rn.,"?i',,'t, iit', 
"nall 

Ue-i ..ertifiecl coptl and copr oI the order passed

;i'ih:'"ci;;;iGY#Ii'^iiiri"")iiig iii""ri".isim Commrssiciner o-r Deput.r Commtssioner t-'f

6i'riii} i*i""7 5.^:i.-. ir* io tite"rnc appeal lrfore the Appellate Tribunal

ff+r sr6. adq rcqr qfe r.d tffir*-{ sffie"crftI-+{DT (QR?c) fr cfr'3{fut * arqd fr A-frq

#Ltqra JrfirG." rg+"+ fir unr 3s(rq fi xd:td, ;i 6r ffi-{:rfrBq-q, 1994 6T qr{r 83 +

,F"1H "C"r*{ +t afi ar{ 61 4g t, ," ar;ur t cF. yffi.. e'Ifu6-{sr fr 3lfrd u;..A u-;rq 5c K

ir+itar 5q Hrn S l0l6qrd'1ioz"t. rq rra u+ qarar ffid t { TqH: -;rq 
fia-a rsrar

ffi"t. i-ry-# #"; '.#'a-s" ,r* + i.n,'n rqr tu ari *h 3{qp-a de {rrai ffi
+-ttg w(r $ tfr+ a 5]1

atdq sccr( eJ6 t'E Q*qr+r * 3ld?td 'aFT Ffi("Kr eJ".6" fr B'a wft's t
(i) ?rRI 11 fr + 3id?ia rfrn

{ii) Qmic *qr 6r fr rrt qikl {rfel

iutt ffie wn fiffir * G-{ff 6 *:raJra t-q {6q'

-Esrdq-6-Btrwum+crdqraffiq($2)srft]B++2014t3{r\i?{n'{6fu{frJS-e.q
e'rffi e sqq{ EErl$-d +'erlra rff a-d 3{qrd +t-atz1 afr d-ntt

For an aooeal to be llled b<,[ore llre CESTAT. undcr seclion 35F of the Central Excrse Act.

i6;f 'J"f#[ il "u;;;;";pli;arrie 
to-s.rvi.e'rax under section 83 of the Finance Act, 1994,

," """"ri "nuin"i 
rlis ordii'it.,r:i ii. U"to.. the Tril:unal on pa\menl of l09. of ,the dutl

a.-lriaia wfiere dut. or dulr arrd pcnalll are in dispute. or penalt\, wherc penall\ alone rs rn

;lJ;;i;:';r;;i;;aiia ii'"rit .i pi.-aip"sir parablb rrould be subject to d ceiling of Rs. l0

Crores,
Under Central Excist: and Sen'ice Tax, "Dut)'Demanded" shall include:

lil amount delermined under Section ll D:
iiil amount oI erroneous Cenvat Credit takenl
liiir im"unt putable ttnder Rule 6 of the Cenvat Credit Rules

- .,'ii",1ia.a l;;t;t ii;i-;h" piouisi',n. ot lhis se( ti()n shall nor aPph lo lhe sla\

apnlicati6n" aid-aiiiJ. p."Ji.g 
'b"tbi" 

."r appellate authoril) prior lo lhe iommenc, ment ,'f
the Finance (N o.2) Acl, 201 I
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(c)

(i)

1i')

(iii)

(iv)

srcr €{irrl +l wrftrq grrca :

Revision aoolitation to Government of India:
il':iidaTH'ifiiffi'qrBqT-Hffiiiid aTnai e, 4ifrq 5.cre ef6 vBBra. lqq+ 8I ttRT

isee fi s"ra t{f,m t 3rd?rd firt sfuq, ernd H{mrl. cnftarur 3n'trad g-q;€ f9l4 rrr.rq r'"=Fd

aarri, a.t qG-d:*s-d frq srf,d'. s*rq ffrJr, +$ ftr-e t iooot, +t B-qr drfrr Erft\'l /
A revision aoolicalion Iies to the Under Secretarr, lo- !he Governmenl .OI lndia. Rertsitrn
Ar;ii;;iY6; 

*ufiii"- 
vr'iii,si,. bT i'inanic. Dc[arrhenr .oI Rerenrre. 4rh Froor. ,ree.rar T)e,.D

tj'"',lails.- pa;lirmerrr Stri"r. 1lc* l-letir'r t idOOl . 
-unO.r 

Section .l5EE ol lhe ( EA. l(Jl-r irr

.'.'ipEid.,jr tf;'i;ii;; ilic;*, go.,:e, ned^iji iiiiiprriviso io sub-section (1) of Ser:tion-35B ibid:

qft qrd * Effi a-+sra s r-rrd *, fr61 {6flr4 frdt ara +t ftlfr 6rltrli. S fi3l'lF A qllfl-e,a

#:arr * m-O +" anori qr fh-r f*€"uo ersx ard + Wt flBl rlr !Trq; t atna. at Bdt

srgrr rrd fr qr srsnrl fr qra t q{R6{q n ;1oap ffi +rrtiri qr NT srgx {6 fr 'Trfr 
fi ilfrsrt

t qrii frrr
In case o[anr loss of goot]s, uht're lht- lt,ss occurs-in lransit from a facron"to a t19111fi-ouse or

i., ;;;t#;'i;.i;;: ;; T;#";;;'ii., t"r,o u""i" 6-iipther clLiring rhe course bf processing or tlte

ii,oliiin i riaiitiotrsi or in storag(' rr het her itt a facton or rn a \\arehouse

fiI{d * Erfl ffi {rs( qr a.t{ +} B-q1a ry G ara t frMrr d- vqra 1i.t 4rd q* art T*

H.";ra',J- + & in-#i + 
","a 

*, st irna fi sr6{ rn-S {=q dr sr, +} tud 8r 4& tl

ln case o[rebate ofclulr olexcise ott goocls t'xportr-cl lo an\ counln or lerrilon ')ulsid( lqdia

lji ti''"#iii6i.'' -"rr"iiir ;*ii i;i itl."rrl'ji, ui,6r,iic 
-oi-rhe 

goods rihich are e.kported to anr

inunin oi tirriron otttsirle Indtir'

afa T.qra ?ra' q;r s{Jtc a fu!' BaT e{na * sr6{, tcrcl qr Tcrd +i qra fua kqprqr tr /
iliJ"J 

"'i 
*"""a.-;-,i.;il ori"ia. r"aiu 

"rpo.i 
to Ncpat or Bhutan, u'ithout pavment ol dutv

g6ft'{d tcqrd fi' tisrqa et,<6 & sr-dind t R, uf sqA a;Az ts 3rfuF,-{F [d^g€-S fuE;a

rlqtrid +'.E" ;rr* fir -{ t sit tt vresr 3r r{r{4a'(3{fffl fi rqrr fiaa vfuG+a ra 2)'

iq1* a ,*'ios * n*x ffi"4i ,€ itt ;,rgr ir*rhtu q{ qT dE i qrtoa tuc rr ttr
ciJa'i,'"f ,r]',. 

'a"rfr uit.- qa ,i u" ,ritir"g lo\\ ards p4\ menr ol excise dutr on linal pt odu.ts

uncler lhe pro\rslons o1n,r'X.i uiit.,F nuiis mziO. rtrere iilra-ti l-uih oider is passed br th''

Commissioher {Appealsl on oi'ot,""i.'it " 
ifi-ie J'dpoint.a u"7ii S"i. iOo of the Finance [No'2t

Act, 1998.

3ct+a 3aa-f,d ffr d qfr.qT qc{ TiEqr EA-8 fr, 3 61 #frq siqrda qa (ryO fi-{flrre'

]ilI: ;'ffi;; rr#ffi"i' # *i + {tq,r& 3 rrrne tura fi aFfl Er?( t

3rRi4d 3nd-{d + {r.r ql #i; ;;'i;"ita.;s'q1 ts* rd-ra fir "rrdr 
EG('r flu fl a'da

rerd erF6 ypl6ra, rsa+ #';RT"ai-po * a-oa Atfrn-a ef6; fr 3rflq"ft * smg *. atr qt

The above annlication shaf f be matle in dLrplicate'in Form \o EA 8 as specified und'r Rrrle' ()

oI Cenr ral Uxcise (Appeatsf 
'ft'uii:"-. )trO i .'*liifrin .l' monr ns"fiofi it'.*Iit[-oii iun';tr t he ord'r

Srmlrli"*dal#t*tli:i:i,-$uh;iis"'il". #l'-'r"f,rsnqFl':8,?r Jiir"d'i'i;fi:x
evidencing pa'me,t or pr.".ILi.t i"""Ji !iisc.ir,"a ,naei $ei'r'io,i is-Ee oIcua. la44 ttnder

Major Head of Account.

qaffrrur vrira * el:r GratiBa Fnrtfua rP ST Jrdrq'?t #r rrfr qrftq 
I

;ui !.zi -*" * *" .*a i'Js.i ; il a *-a 200i qil ilaara Gnqr Jirq 3lt{ qft ff.trrF

A;'* 
"* 

s*a t *to d dt sqs 1o0o -i 41 31166 fu-+r arc I

i}," ."ui"ion application thull b" act 'rmpanierl 
tl q tec of Rs 200/ uherr' the.amount

involved in Rupees tlne t-ac'ti lI'ttini'r{"1'iorio/: "heri 
t'he amount'intoh'ed is morc than

Rupees One Lat

qfr r€ 3neer fr 6$ {a vrlefi fl saite' B.d-q-n-+ fl ur*r il fta t1a 6r slrrdra 5ri-{d

- g tu+ drdr qrB$r 5€ J;"; rra"r.''tr a n* U s't t # t'fr{ qEiPrF 3rqinq

ffi # G ;rqra'qT ;;fiq {ir6ri +\ r+ rr+ra 6;qr rrdr fi I 7. ln.case, if the order

covers various numbers of 6ia.i in original, fec for each o lo. should,,be qaid in the

aloresaid manner, not ,r',rqirii,iinq iii.-iocl'ir,rit ine on"?pir"at io the Appellant Trilrurtal or

rhc one an.licarron ro rhe t i:friiiii'tr"I:i. ai'inll ii.. hii uil.'iJiiitia io avoid scriptoria uork iI

iiiiiine Rd. I lakh fee o[ Rs lo0' lor each'

q"rR{ettBd r-qrurFrq arc<F vfuia-+a. 1975. S aqgfi I t :rrsn Frd $rhr (rd €errra vr}qr 6t

HU d-,ft";;; itil ;;{rrlrrq ?lal ft1}-c'd;n 5tar ffir I ^

C)ne coD\ of applit ation o, O.f .O. ,,d the 
"as"-.m11- 

[e and the t-rrder o[ the a(liudi( atrrrg

arrrhoriti shall bt-ar u .nuri f X;'ri,n-.'fi,ii'ht'5.Stt 
"S 

pr.'sciilicd under Schedule-l tn terms ol

iti.'blj.irt "ri" AiiJ s7;, a' amended.'

*sr arr6 a;drq rcqrd qf6 t'E tar6{ vffiq -qqrE-6{ur t+rd ftEt IMr 1982. d dff-d

; 3.;} €.ft,o ,.,,*dl u'f FFHfrd u'{i dr} ff :ltt afr tqrn 3rro'ga t6-ql -l?fl i'l /

Arrenrion is also rnrrrcd ,u ih. ,-,,i,.. coAering these an( olher related-patters containcd in the

ii;:i;#i.. E*?ii,i iiia S?.' ii," n ppFtlaii riiilu'nai {Proced u rel Ru les' 1 482 '

a- ,qd" crfar+rt'+l 3rS-d qrfu-d wi t +iafua.eqrr+, faT{f, 3lk nfi-{flff crfind' fi f&(r'

;rSrdrrff Emriq AdHIgd 
'.'r1r. 

cbec. gor'. itr +l au s-ri I | / . .

For the elaborat.. d.rnrl"d an,i-lr-t.st provisron s 
. 
reLar ing to ,li)ing 9f qPryul, 1r' rhr hiqhr'r

,i'p.iiir"'.rifit?iii. ir,e upp.iianr inar rei'erlolhe Deparrnienlal \\etsrle \\1\\\., l'.,"{o\.rr]

(v)

(" i)

(D)

(E)

(F')

(c)
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v21286&288lBvR/2017

ORDER-IN.APPEAL

M/s. lnducto Steel Ltd., Plot No.45, Ship Breaking Yard, Alang (hereinafter

referred to as "the appellant") is engaged in the breaking/dismantling of imported ships. The

appellant and 5hri Rajiv Raniwal, Authorised Signatory & Director of the appellant had filed

appeals against OIO No.o2lAclRURAL/BVR/RR/7017-78 dated 26.05.2017 (hereinafter

referred to as "the impugned order") passed by the Assistant Commissioner, Central Excise,

Rural Division, Bhavnagar (hereinafter referred to as "the adjudicating authorities"). Since,

the issue involved in both the appeals are common, the said appeals are being taken up

commonly in this single order.

2, Briefly stated, the facts are that:-

(i) the appellant has availed cENVAT credit of the Additional Duty of customs

(cvD) paid on Fuel oil, Marine Gas oil (H.s.D. oil) & Lubricating oil etc. contained

inside Engine Room Bunker in the ships imported by them for breaking purpose, as

in p ut;

(ii) As per the Note No. 9 of Section xv of the schedule 1 appended to the central

ExciseTariffAct,lgss,thegoodsandmaterialscoveredunderChapterT2to83

obtainedbyprocessofbreakingupofashipcanonlybeconsideredasthe,excisable

,"(

C

^/

goods' as defined under Section 2(d) of the Act as well as

defined under Rule 2(h) of the CENVAT Credit Rules, 2004

breaking of shiP is concerned;

the 'final products' as

so far the Process of

(iii) As per Rule 3 of the CENVAT Credit Rules' 2004' a manufacturer or producer of

finalproductsisallowedtotakecreditofdutiesofexciseortheadditionaldutyof

customs (CVD), paid on any 'input' received in the factory of manufacturer of final

products for use in or in relation to the manufacture of final product As per Rule 2(k)

oftheCENVATCreditRules,2004,theword'input'meansallgoodsusedinthefactory

by the manufacturer of the final products but excludes any goods which has no

relationship whatsoever with the manufacturer of a final products'

(iv) Shri Rajiv Raniwal, Authorised Signatory of the appellant in his statement dated

L7.7O.2016 clearly agrees that immediately after beaching of a vessel at their ship

breaking plot, all the fuels & oils {Fuel Oil' HSD Oil (MGO) & Lubricating Oili are

removedfromthevessel&soldoutwithoutstoringthesameandthesamearenot

used in the process of obtaining goods and materials by breaking up of ship, but are

directly sold in the open market Therefore the same cannot be considered as 'input'

as defined under Rule 2(k) of the CENVAT credit Rules' 2004;

(v) As per Explanation lll to sub-Rule (3) of Rule 6 of the Cenvat Credit Rules' 2004'

no CENVAT Credit shall be taken on duty paid on any goods that are not inputs'

2.7 Accordingly, a SCN dated 08 03 2017 was issued to the appellant proposing for

demand of CENVAT Credit of Rs.5,89,763/. under the provisions of Rule 1a(1)(i) of CENVAT

Credit Rules, 2004 read with Section 114(a) of Central Excise Act' 1944 along with interest

undertheprovisionsofRule14(1Xii)ofcENVATCreditRules,2004readwithSectionl'1AAof

Central Excise Act, 1944 and proposing for imposition of penalty under Rule 15(2) of CENVAT

Credit Rules, 2004 read with Section 11AC of Central Excise Act' 7944' Said SCN was also

issuedtoShriRajivRaniwal,AuthorisedSignatory&Directoroftheappellantproposingfor

imposition of penalty under Rule 15A of CENVAT Credit Rules' 2004'

3. ln the defence submissions made by the appellant and Authorised Signatory &

Director of the appellant had largely relied upon how a ship' imported for breaking purpose'

are classified in the Bill of Entry filed for clearance thereof, the guidelines contained in the

l+x\
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Board's ctrcular No.37/96-Cus. Dated 03.07.1995 and judgment of the Hon'ble High court of

Gujarat in case of M/s Priya Holdings Vs. Commissioner of Customs (Prev.), Jamnagar as

reported in 2013(288) ELT 3a7 (Guj.).

4. The adjudicating authority confirmed the demand of GENVAT Credit of Rs.5,89,763l-,

made in the aforesaid SCN along with interest under the provisions of Rule 14(1)(ii) of

CENVAT Credit Rules, 2004 read with section 11AA of Central Excise Act, 7944 and imposed

equal penalty amounting to Rs.5,89,763/- upon the appellant under Rule 15(2) of CENVAT

Credit Rules, 2004 read with section 11AC(1)(c) of central Excise Act, 1944, and imposed

penalty amounting to Rs.5,000/- upon Shri Rajiv Raniwal, Authorised SiSnatory & Director of

the appellant under Rule 15A of CENVAT Credit Rutes, 2004, vide the impugned order dated

26.05.20t7.

5.Feelingaggrieved,boththeappellantshavefiledthepresentappealsonthefollowing

grou nds:-

.lmpUsnedorderpassedbytheadjudicatingauthorityisnon-speakinginasmuchas

noneofthesubmissions,madebytheAppellantinitsWrittenreplyhavebeen

considered;

.TheappellantalsoreliedupontheCircularNo'37196-Cusdated03.07.1996,wherein

itwasclearlyopinedthatthefuelandoilcontainedinthevessel,smachineryand

engines can also be regarded as forming lntegral part of the vessels and hence

classified under heading 8908'

.TheappellantalsorelieduponthedecisionoftheHon'bleGujaratHighCourtinthe

case of M/s Priya Holdings Vs Commr' of Customs' as reported in 2013 (288) ELT 347

(Guj.) wherein it is held that fuel and oll contained in the engine department tanks is

always associated and connected with the machinery and engine of the ship' which

form an integral part of the ship Therefore credit is admissible thereon'

. lt is also held in the aforesaid decision of the Hon'ble High Court that the mere fact

that a separate line item, appears for said fuel and oil in the Bill of Entry filed for their

importation, does not change the fact that these items form an integral part of the

ship'TheclassificationoftheseitemsinSg08isitselfsufficientevidencetoshowthat

\2
o

ry

a

these items are an integral part of the ship'

The ma.ior input utilized in the ship breaking industry

breaking". The appellant, therefore, in terms of Rule 3 of C

availed CENVAT credit on the CVD paid by them on the

nothing but an input which is required for the purpose

dismantling/breaking of ships The appellant availed credit

inclu des "shiP used for

ENVAT Cred it Rules, 2004,

vessels. These vessels are

of obtaining goods from

on the entire value of the

ship including the value of the Fuel Oil' HSD Oil & Lubricating Oil stored inside the

a

Engine Room bunker of the vessels being imported'

The appellant had not availed any CENVAT Credit on the fuel and oil stored outside

the engine bunkers. ln other words' no credit was availed by the appellant on the CVD

leviedonthefuelandoilcontainedinplacesotherthantheengine.

The appellant had availed CENVAT Credit not on fuels and oil' but on the 'shlp for

breaking purpose', which is classifiable under Tariff Heading 8908 and is a name which

collectively describes everything contained in the ship' including fuels and oils

contained in the engines room The process of removal of fuel and oil forms an

integral part of the process of breaking up of the ship unless oils and fuels are

removed from the engine room, one cannot initiate the process of hot cutting of the

ship, as the engine room can catch fire in the process of hot cutting The appellant

a
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therefore submits that the process of removing fuel and oil is an integral process of ,P
manufacture of metal scrap which is the dutiable final product which emerges from 7r7

the b rea king of ship.

o ln view of the above, since there was no contravention of CENVAT Credit Rules, 2004,

the penalties upon both the appellants were also not imposable.

6. Personal hearing was also held on 27.02.2078, wherein Shri H.B. Pandya, Consultant

appeared on behalf of both the appellants and reiterated the submissions made in the appeal

memorandums.

7. The appeals were filed before the Commissioner (Appeals), Rajkot. The undersigned

has been nominated as Commissioner (Appeals) / Appellate Authority as regards to the case

of appellant vide Board's Circular No. 2OBl612077 -Setvice Tax dated L7,LO,2077 and Board's

Order No. 05/2017-Service Tax dated L6.71.2017 issued by the Under Secretary (Service Tax),

G.O.l, M.O.F, Department of Revenue, CBEC, Service Tax Wing.

8. I have carefully gone through the facts of case, the grounds mentioned in both the

appeals and the submissions made by both the appellants. The question, to be decided in

these appeals, are as to whether the appellant is entitled to avail GENVAT Credit on said fuel

& oll, contained inside Engine Room Bunker in the ships imported by them for breaking

purpose, as input, and whether penalty can be imposed upon both the appellants' or

otherwise.

9. ln this regard, I have carefully gone through the Board's Circular No. 37/96-Cus. dated

03.07.1996 issued from F.No.512l22l8g-Cus.Vl, which is reproduced below:-

,,Subject:Ships&otherftootingstructuresimportedforbreokingup-Clossification-

Regarding.

lomdirectedtosoythatdoubtshavebeenroisedinthecontextofonoudit
pora regording classificoiion of (i) movoble geors such as lifting ond hondling

mochinery, onchors, navigotionol equipments, mochine tools, lire fighting equipment

(ii)bunkers,suchosluetoit,engineoiland(iii)shipstores'suchossporeports'food

sti:ut'fs, otcohotic and other bereioges imported on board o ship for breoking up. [Poro

No. 1.01 of the report oJ the c & i'O' of lndio for the yeor ended 37't Morch' 1991 (4 of

1g92)1. while oepartient wos of the view thot the orticles ore clossit'ioble under

Headingsg'0softheCustomsTariffcoveringvesselandotherftoatingstructurefor

breokingup'Auditwosoftheviewthottheseitemsarenotcoveredbythisheoding
ond needs to be clossified seporotely in their respective heodings'

The issue was ret'erred to world customs orgonizotion, Brussels, who hos

opined that:'

o) Movobte geors such os tifting ond hondting mochinery' anchors' novigotionol

equipmeni, machine toots, Tire fighting equipment ond hence classit'ied under

Heoding 89.08'

b) Fuet ond oil contoined in the vessel's machinery and engines can olso be

regarded os forming integral port ol the vessels ond hence be classified under

Heoding 89'08.

c) Spore ports (such os propellers)' whether or not in o new condition ond movoble

orticles (furniture, kiicnen equipment' toble-ware etc') showing clear evidence of

use ond which have been t'ormed port of normol equipment of vessels' ore

classit'ioble under Heoding 89'08'

d) Remaining fuet ond oit (other than thot mentioned in sub-para) (b) above ond

other ship stores, including drinks ond foodstut'f ore clossifioble separotely in

their own dPProP ate heodings'
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The matter was olso discussed in o triportite meeting comprising the Ministry

ol Low, Justice ond Compony At't'oirs, the Ot't'ice of C & AG of lndia ond the Deportment

of Revenue, where it was decided that opinion expressed by the WCO moy be occepted

as guidelines for determining the clossification of dit'ferent items imported on boord

the ship Jor breoking up. The Boord hos occepted this decision.

Accordingly in respect of articles referred to in Paro 7 you moy apply the advice

of the WCO as per pora 2 obove ond t'inolise the pending cases of ossessment."

10. I have also gone through the decision pronounced by the Hon'ble High Court of

Gujarat in the case of M/s, Priya Holdings Vs. CC (Prev.), Jamnagar, reported in 2013 (288)

EtT 347 (Guj.) wherein it has been held that the t'uels & oils contained in the engine

deportment tonk is alwoys ossocioted ond connected with the mochinery ond engine of the

ship which forms on integrol port of the ship and would t'oll within the ombit of sub-poro (b) of

Porogroph 2 ot' the ot'oresoid Board's Circulor doted 03.07'1996, and would therefore be

clossifioble along with the vessel under Heading 8908, whereos the fuel & oil contoined in

other tonks would be classifioble under their own headings.

11. ln view of the above I find that the fuel and oil contained in the vessel's machinery and

engines (inside engine room) are necessarily part of a ship and classifiable under heading

g9.08. The ship cannot sail and reach the ship-breaking yard unless the fuel and oil is present

on board. what was imported therefore is a ship complete with these fuel and oil which is a

part of it. I also find that the fuel oil is not imported separately, but imported as parts of ship

stores. When the ship is imported for breaking up, these goods form part of the ship and are

therefore part of the inPuts.

12.lalsofindthatthefuel&oilisnecessarilyrequiredtoberemovedfirstlyforthe
purposeofsafetyandefficientoperation,apartfromthelegalrequirement.Accordingly,the

ship'stankscontainingoilandfueltank,etc.,areemptiedandevacuatedbeforebreakingup

of the vessel commences. Otherwise, in case of no such requirement, the process of breaking

up of ship would have been started earlier than the process of empting said fuel & oil from

theVessels,ortheprocessofbreakingupofshipwouldhavebeenmadesimultaneouslywith

the process of empting said fuel & oil from the vessels. ln that case too, recovery of fuel & oil

would have been the part of the manufacturing process'

13. I also find that the Adiudicating authority has advanced the reasons for his conclusion

that the fuel and oil is not an input for the purpose of the activity of ship breaking and

therefore the cvD paid on such oils would not be entitled for GENVAT Credit. However, lfind

thattheentireshiphasbeenaccordedthestatusofaninputandCVDisalsopaidonthe

entireship,creditofCVDsopaidwillbeavailabletothemastheentireshipparticipatesin

the activity of ship breaking (manufacturing activity). The entire ship including the fuel oil is

oneentityandtakespartinmanufacturingactivities,Therefore,theentireshiphaStobe

considered an input under the provisions of cENVAT Credit Rules, 2004. said fuel & oil are

emerged as a result of manufacturing activity ln this regard' I rely upon the decision

pronouncedbytheHon,bleCESTAT,MumbaiinthecaseofCCE,Mumbai-lVs.M/s.AryaShip

Breaking Corporation, as reported in 2017-TloL-3608-cEsTAT-M U M, wherein the Hon,ble

CESTAT held that :-

"t find thot demand has been roised holding the activity of selling motors, generotor,

engine, re mnont oil etc os troding. Rule 6 hos been opptied to demond reversol of

cenvot credit on inPut services. lt is seen thot whot the appellants (sic) ore purchosing

is o ship for the Purqose of breoking. The oppellonts ore breokino the ship ond as o

sult ce tn ms are lecove d The scrop so generoted is sold by appellonts on

.\

ry

poyment of centrol excise duty. Other items gen

items in respect of which demands for revenue

hove been mode ore not purchosed by oppellont

eroted are sold by them os it is- The

under Rule 6 of Cenvot Credit Rules

s but ore part of the shiP when it is
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imported, tn this regard, the octivity of the oppellants connot be considered as

troding octivitY,"

74. The aforesaid decision of Hon'ble CESTAT, Mumbai has also been relied upon in the

another decision pronounced by the same bench in the case of M/s CCE' Mumbai Vs M/s'

BansalshipBreakers,asreportedin20ls-TloL.275-cESTAT-MUM.Boththeaforesaid

decisionsaresquarelyapplicablewiththepresentissue,Fromboththeaforesaiddecisions,

the following Points are emerged:-

(i) what the appellants are purchasing is a ship for the purpose of breaking;

brea kinsthe sh io and as a resu It certain items are
(ii) The aooellants are

recover ed:

(iii) lhe other items are not purchased by appellants but are part of the ship when

it is imPorted;

(iv) the activity of the appellants cannot be considered as trading activity'

15. On comparing the facts involved in both the aforesaid decisions with the facts

involved in the present appeal, I find that:-

(i) the appellant had also purchased a ship for the purpose of breaking;

(ii) During the process of breaking up of the ship' certain items including fuel & oil

are recovered;

(iii) Fuel & Oil have not been purchased separately by the appellant but are part of

the shiP when it is imPorted;

(iv) Since fuel & oil is recovered during the process of breaking of ship' it is part of

manufacturing activitY'

ln view of my aforesaid findings' since fuel & oil is a part of manufacturing activity' the

CENVAT Credit thereon can not be denied to the appellant'

16. I find that the matter appears to have its genesis in the circular dated 23 10'1997 of

the Ministry of Finance and therefore it is necessary to reproduce it in full:

"ln the budget of 1995' ship breoking octivity wos defined as on octivity ot'

monufocture by virtueZf i*' 7 in section XV.of the Schedule to the Centrol Excise

forifi Act, 7985' Consequent to these two questions orose:

(i) whether the items emerging during the course of ship breaking lolling outside

the ombit of i),,tio, xv.ofihe Schedule to the Centrol Excise Torit'f Act, 1985

would be rrro-rrl o, ercisible ond ore chorgeoble to Centrol Excise Duty'

(ii) Whether o ship breaker who hos.poid CVD woutd be entitled to modvat credit

of the entire iVo poia on the ship or credit will hove to be restricted to the

extent of inpits-clnt:oinea in goods ond materiols fotling under Section XV of

the Schedule'

2. Director Generol of lnsP ection hos conducted o studY on this issue ond a view

has been taken thot the goods ond moteriols recovered during the course of ship

breoking which are outside the om

Excise ToriJf Act, 7985' are non-exctso

bit of

ble s oods os there is no entry in the Torit'f which
section XV of the Schedule to the Centrol

describes the oct of obtoining these items os on octivity of monut'octure' Moreover'

nti hi xc hi re clo able und r8 onl ut kin rt in the
t

octivi of shio breakina under Rule 57A of the Centrol Excise Rules.7944.

ntrol Excise Rules regording the non'

inputs going into t'inished excisoble

otr chorgeoble to nil rote of duty will

Hence, the provisions of Rule 57C of the Ce

odmissibitity of Modvot credit of duty poid on

goods which ore exempted from poyment oI duty

iot apply in the cose of non-excisoble goods'



6

v21286&288lBVRl2ot1

3. Accordinolv. I am directed to sov thot the entire credit will be ovoiloble in this

at se ond no reversol is warranted

4. Low Ministry hos olso concurred with the above view.

5. Att pending disputes may be resolved in light of ot'oresoid clarit'icotion "

t7. ln view of the above circular, lfind that the Board has by way of this circular

specifically excluded the operation of Rule 57C in respect of this particular activity i.e. ship

breaking activity and has gone on to clarify that notwithstandlng the status of goods that fall

outside the parameters of Section XV including the ones under consideration (no n-excisab le),

the entire quantum of CVD paid on the ship imported for breaking will be available and no

reversal is warranted. Once the operation of Rule 57C has been ruled out, I do not find any

merit in denying the credit of cVD paid by the appellants on the entire ship, imported them

for breaking. Accordingly, the additional duty of customs paid on fuel & oil contained in the

ship, which is generally referred to as bunkering stores, would be available to them as

CENVAT Credit for utilisation in payment of duty on goods and materials obtained by breaking

up the ship.

18. Further, on going through Para 3.1 of the SCN, I find that the appellant has availed

CENVAT Credit on fuel & oil, contained lnside engine room in the ships imported by them for

breaking purpose, as input. lt can thus be safely concluded that the appellant have not availed

CENVAT Credit on fuel & oil, contained outside engine room. The said facts have also been

admitted by shri Rajeev Raniwal, Authorised siSnatory of the appellant vide his statement

dated 17.10.2016, Which is not disputed by the department in the SCN as well as whlle

passing order by the ad.ludicatinS authority. In view of the above all, CENVAT credit on fuel &

oil, contained inside engine room cannot be denied to the appellant. ln this regard, I also rely

upon the decision pronounced by the Hon'ble Tribunal, Mumbai in the case of commr. of

cus. vs. saibaba ship Breaking, as reported in 2oo2 (1ao) ELT 135 Tri Mumbai, wherein the

Hon,ble cEsTAT held that "respondents were not entitled to take credit of the duty paid on

the fuel, oil and other oil, food stuffs (other than the fuel, oil contained in the ship's engine

and machinery)". ln the aforesaid decision, the Hon'ble Tribunal had only disallowed the

credit taken on the fuel & oil etc. contained outside the engine room. Accordingly, it can be

safely concluded that the Hon'ble CESTAT has allowed the CENVAT Credit on the fuel & oil

contained inside the engine room.

19. ln this regard, I also find that the appellant had availed cENVAT credit @85% of cVD

so paid on first two shipments, as per the Proviso to sub-rule 3(1)(vii) of the cENVAT Credit

Rutes,2004, as shown below:-

,,(vii) 
the odditionol duty leviable under section 3 of the customs Toriff Act, equivolent

to the duty of excise speciJied under clauses (i), (ii), (iii), (iv), (v),(vi) ond (vio);

provided thot CENVAT credit sholl not be ollowed in excess of eighty-t'ive per cent. of

the additionol duty of customs poid under sub-section (7) of section 3 of the Customs

Toriff Act , on ships, boots ond other flooting structures for breoking up t'olling under

toriJf item 8908 OO 00 ol the First Schedule to the Customs Torit'f Act;"

20. Above-mentioned Proviso has been inserted by Notification No. 3/2011-CE(NT) dated

01.03'20ll.TherationalebehindrestrictingCENVATcredittotheextent85%hasbeen

mentioned in Para 7.1(d) of the D.o. Letter F.No, 3341312071-IRU dated 28 3.2011 of loint

Secretary (TRU-l), which is reproduced below:

"(d)Theprocessofobtoininggoodsondmoteriolmoinlymeltingscropandre-rolloble

scropolsteel,bybreokingupofships,bootsondotherJtootingstructuresisdeemedto

be o process of monut'octure in terms ol section note g of Section XV of the Centrol

Excise Toriff. ln the breoking of ships, on ber of used serviceoble articles such os
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N,',

pumps, oir-conditioners, t'urniture, kitchen equipment, wooden panels etc. ore olso

generated. These ore generally sold os second hand goods by ship breaking units but
no excise duty is poyable os they do not emerge from a manufocturing process. At the

some time, ship breoking units are ollowed to ovoit fu credit of odditionol duty ol
customs poid on the ship when it is imported for breaking, lt hos been reported by

the field formotions thot this anomoly is resulting in misuse oJ the CENVAT credit

scheme. Accordingly, Rule 3 of the CCR has been omended to prescribe thot )ENVAT

credit shall not be allowed in excess of g5% of the odditionol duty of customs poid on

ships, boots etc. imported for breoking.',

21'. ln view of the above, I find that in order to offset CVD paid on these items in a lump

sum manner, CENVAT credit has been restricted to the extent g5% of CVD paid on the entire

value of ship. said restriction imposed by the government in availment of CENVAT credit to
the extent ol 85% ol CVD paid on the entire value of ship, itself proves that CENVAT Credit on

the ship (including ship stores i.e. fuel & oil etc.) is available to the appellant.

22. ln view of the above, I find that since the demand is not maintainable, the question of
demand of interest & penalties upon both the appellants under the provisions of central

Excise Act, 1944 and Rules framed there under, does not arise.

23. ln view of above, I set aside the impugned OtO and allowed both the appeals.

24. The appeals filed by both the aforesaid appellant stand disposed of in above terms.

BALBIR SIN

F.No. V2l286 & 288/BvRl 20t7

BY RPAD.

Date: .03.2018

To,

1. M/s. lnducto Steel Ltd.,

Plot No.45, 5hip Breaking Yard,

Alang, Gujarat.

2.Shri Rajiv Raniwal, Authorised Signatory & Director,

M/s. lnd ucto Steel Ltd.,

Plot No.45, Ship Breaking Yard,

Alang, Gujarat.

Copy to :

1. The Chief Commissioner, CGST & Central Excise, Ahmedabad Zone.

2. The Commissioner, CGST & Central Excise, Bhavnagar.

3. The Commissioner (Appeals), CGST, Rajkot.
,1. The Jurisdictional Deputy / Assistant Commissioner, CGST & Central Excise, Bhavnagar

Com m ission erate;

5. The Additional/ Joint Commissioner, Systems, CGST, Rajkot;

6. Guard File.


