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:: ORDER IN APPEAL ::

Mis, G. M. Flowtech Private Limited Plot No 5-2510, Road No. H-1, Lodhika
G.1.D.C., Metoda, Rajkot (hereinafter referred to as “the appellant”) manufacturing different
type of valves, filed the present appeal against the Order-in-Original No. 06/D/AC/2016-17
dated 10.06.2016 (hereinafter referred to as “the impugned order”) passed by the Assistant
Conmissioner, Central Excise Division-l, Rajkot (hereinafter referred to as “the lower
adjudicating authority™).

2. During the course of audit, it was found that the appellant had imported “Maffe
Type Butterfly valve” (hereinafter referred to as “the said goods") and had availed cenvat
credit of Rs. 2,27, 792/- during September-2011. The SCN has alleged that the said goods
does not fall within the criterion of 'input’ in terms of Rule 2(k) of the Cenvat Credit Rules.
2004 (hereinafter referred to as “the CCR") and therefore availment of cenvat credit on the
said goods is in violation of the provisions of Rule 2{k) readwith Rule 3 of the Cenvat Credit
Rules, 2004, The SCN F. No. V.84 (4)-24/MP/D/15-16 dated 29.01.2018 proposed recovery
of wrongly availed cenvat credit under Rule 14 of the Cenvat Credit Rules, 2004 readwith
Section 11A(5) of the Central Excise Act, 1944 (hereinafter referred to as 'the Act') alongwith
interest under Section 11AA of the Act and imposition of penalty under Rule 15 of the CCR
readwith Section 11AC of the Act. The lower adiudicating authority, vide impugned order,
disallowed cenvat credit, confirmed recovery of the same alongwith interest and imposed
penalty equivalent to the amount of cenvat credit,

3 Being aggreved with the impugned order, the appellant has filed the present
appeal, interalia, on the grounds that the impugned order fails to consider the facts that while
cleanng the said Industrial valve after necessary research in the factory of production, the
appellant has paid more duty than credit availed (after undertaking research and developing
identical products in their factory of production); that the lower adjudicating authority has
erred in again demanding duty on the said goods. when it is =vident that, more duty than the
credit availed is paid; that the lower adjudicating authority has erred in imposing equal
penalty even if there is no duty involved; that the lower adjudicating authority has not given
any finding on the submission of the appellant that such product can be used as inputs for
research purpose; that the lower adjudicating authority has also erred by not allowing the
benefit of reversal of equal duty of excise when availed and reversed on their own at the time
of clearance of such product in terms of Rule 3(4)(b) of Cenvat Credit Rules, 2004: that the
appellant relied on CESTAT, Mumbai's decision in the case of Baimer Lawrie & Co. reported
as 2014 (301) ELT 573 (Tri. — Mumbai)

4, Personal hearing in the matter was heid 03.07.2017 which was attended to by
Shri Pragnesh B. Horpara, Advocate, who reiterated Grounds of Appeal
FINDINGS:
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5. | have carefully gone through the facts of the case, impugned order, grounds of
appeals and submissions made by the appellant. | find that the issue to be decided in the
present appeal is that whether the Mafee type Butter{ly valve can be considered as input if
that is used for research purpose or not and whether the order denying cenvat credit and
imposing equal penalty under Rule 15 of the Cenvat Credit Rules, 2004 readwith Section
11AC of the Act. is proper or otherwise,

6. The lower adjudicating authority vide impugned order held that the appellant
was engaged in manufacture of Industrial Valves and parts thereof, that the goods namely
Mafee Type Butterfly Valve is also a type of valve and was used in research and not used as
‘inputs’ or as 'input for manufacture of capital goods’. | would like to refer the definition of
inputs under Rule 2{k) of the Cenvat Credit Rules, 2004, substituted wef 01.042011 by
Notification No. 3/2011-CE(NT) dated 01.03.2011, which reads as under:-

Minput” means -

i} il goods used in the faclory by the manufacturer of the final product o
fii) rervemet OF
(i SRR Ty
() S, but excludes -
(A) fight diesel oil, high speed diesal oil or motor spint, commonly known as
patrol,
B e
B s
B i
E ...
(F) 2

(Emphasiz supplied)

8.1 From the above, it is evident that all goods used in the factory by the
manufacturer of the final product are inputs for the manufacturer by definition if not covered
under exclusion clause. In other words, any goods brought within the factory premises and
used in the factory by the manufacturer of the final product fall in the category of input. This
substituted definition is, wider in scope than the earlier definition which defined “inputs” as
“all goods used in or in relation to the manufacture of fine! products, whether directly or
indirectly and whether contained in the final product or not." The exceptions for denial of
cenvat credit in respect of the goods used in the factory by the manufacturer have been
specifically detailed in the exclusion clause of the definition itself. The said goods, namely,
Butterfly Valve, in dispute are not covered by the any of the exceptions. The scope of the
said substituted definition of the Inputs with regard to the expression “no relationship
whatsoever with the manufacture of a final product” has been explained by the Board at Sl.
No. 3 of Circular No. 843/4/2011-CX. dated 29.04.2011 as under:-

[ 3 | How is the “na Credit of all goods used in the factory is aliowed
| relationship whatsoaver exceot in 59 far s it is spacific ally denied, The
with the manufacture of | exprassion “no relationshin whatsosver with the
| & final product” to be manufacture of a final product” must be Interprated

fqlﬂt ['l_‘t:l. 4of 5
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determined? and applied strictly and not lposely. The expression AET
o lude an s usedi in_relati
final ucts whather di

indirectly and whether contained in tha final product

r ot O it gf in the f
manufacture of final prodyct is not allowed. Goods
such as furniture and stationery used in an office
within the factory are goods used in the factory and
are usad |n refation to the manufacturing businass

and hence the creditof sameisgliowed. |

(Emphasis supplied)

It is not disputed by the department that the appellant had received the duty-

paid said goods; used in factory for research purpose and cleared the same thereafter as
Butterfly Valve on payment of Central Excise duty, which is higher than the cenvat credit
availed by the appellant on the said goods. Thus, all the conditions and limitation in terms of
the CCR have been followed by the appellant. The appellant, therefore, cannot be deprived
of their legitimate right of availment of cenvat credit Hence, | hold that the appellant is
entitled to avail cenvat credit on Mafee Type Butterfly Valve used for research purpose

within the factory of production. In view of the facts of the case, | do not find any reason to

concur with the findings of the lower adjudicating authority and therefore the impugned order
passed by the lower adjudicating authority is set aside.

In view of above discussions and findings, | allow the appeal filed by appellant.

AT g gor rars aehw & fderr swiea aoe @ B e

The appeal filed by the appellant stands disposed off in above terms.

By Speed Post

To,

Mis. G. M. Flowtech Private Limited, # Shom wtts W o, |

Plot No. G-2510, Road No. H-1,

Lodhika G.1.D.C., = g Eﬂ'—?".ltu_ = A U9 - T,
Metoda, Rajkot s o . &

HEE, TFHE

c

5 R R

opy to:

The Chief Commissionar, CGST & Central Excise, Ahmedabad
The Principal Commissioner, CGST & Central Excise, Rajkot.
The Assistant Commigsioner, CGST & Central Excise Division-l, Rajkot

The Superintendent, CGST & Central Excise, AR-1ll, Rajkot.
Guard File.
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