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*srHcrs;qr, qrg-o tqffql , <rqrtear<rcrk(z
Passed by Shri A](hj.lesh Kunar, Commissioner (Appeals),
Ra j kot
irR-3{rg6/ Erg-6 qrs-t'l scrffi/ r{r+6 qElfi, ir*qssrc {62 +{r+.(/q< qd+{F{,
trq*E z lrr+r< z qirffqrcr errT Tq5.fiftfua orft {r qr?q i-qR-o: z
Alisinq out of above mentioned oro issued by Additionar/,loint/Deputy,/Assista.t
Coftrlissioner, Central Excise/ST / cST,
Rajkot / Jamnagar / Gandhidham :

qffi A cR-{r* 6r nrq lFi Tfl /Naxoe & Address of the Appellant & ReE)ondent :-

M/s. Bhavanl Indust.les, Behlad pTD Grouad, calJlwada Road, R.qikot.

st arasrlrftg t ailr {ti qF6 ffifud rfi+ i :qr+ rrlM z crftl+-{sr :E q{eT 3r+{ qrqr m rrm ir r
lI)'person aggneve.l by tlus Order-rn-Appeal may file arl appeal to the appropriale authority in'the fo[owine

SsE.J:kS=,JACElry i{dfI aIq{irET+ yfi q,t{,Hlc-T.,rr<,fq Brtuft{q, le44 ff ura 3sB +q-rr4 qE Er{ {ftrFFrc, t9q4 +t aTrr 86 +q td f+Ttitd+a T116 tt Tr {fifl a r/ '
Appeal to Customs, Excise & Service Tax Appetlate Tribunal under Secrion 35t} ofCEA, 1944 / Under Sectron
86-ofthe Finance Act, 1994 an appeal Iies16:-

4ffEq{Fqrsi& qFQqnlXrcifrIl qa, **+ r.w<a Ee fni i-+rr< 3r+ftr qr{rfufiorr ff ftq}q fta, te qftn:i z,
crr. s. tl.q, T{ redl, 6t fil sFtt tdq t/

Ihe qpecql bench of Customs, Exciss & Service Tsx Appellate Tribunal of Wesl Block No. 2, R.K. pu r aJn, New
Delhj ln ajl matters relating to classilication and valuauon.

:q,r+ qlddE t {at ri a-+rq qq qffi i rtr+r irs q$ 3rfr+ +cr crq.+-ffq r;crE grq q"i ;r+r+? 3rffiq qr+rEatr tftz r ff
qFnc s{iq qTBrrr. .Eliq {, E-{qrfi T{i 3rqr4t T{r{rcrd- i z;. i !+ ff arf,t'qGt r z

To the West resional bench of Customs. Excise & Servlce Tax ADDellate Tribunal ICESTATI ,r 2"d Floor
Bhaumali Bhaw-an, Asarwa Aluaedabad-38oo1 6in case of appeals otier than as menridned in plual I la) abovt

iTffrq q[{rF).fr'q ir qqH qfi-q yrn-d 6-(+:F Bs ii{lq rsrq crq rx.ft{rlM- 2oor. +ft{E6 + iT"-d Gr-rfft-d Bo
rfi c.rz EA-3 d qr. cffit trf ffir qr+r qGq r rt t rq i +q r'+ yR + qr.r, iET TfirE,1.aff qtq ,qr*ffqtq+;
a{rr.nn rytn, rrg s qre qr ssi +q,s-qrqlqq^qr ro qrs 

"q( 
Ts qqqr s-o' {s^I"rs i $fu-+ t i'rcrrl r,ooo1

ETq. 5.000/- lTrI frzr;IT 10.000/- ET{t 6T Flu]t.d qrIT {l-fi filylil {;rfr 6-tt Fltlttrfl srq. 4r lFrdr{ E{hrd 3{qdlq
qrqitHrsr {r srFar t r*rr+ rlH q ctftff fr sr{ftisr k{6 &+ am qr& iqi€;a i+ sre <m ftqr rr;rr qrBu 

r

ri"ifud.<r€ fir IIr+r+, *+ fr ra {rerJ rtn ilQq rqr adDE qffiq qrqrB-r.sr ff ,rrer Rr{ { | prrr{ re,r r* qi-+' j }
Flq 3lifd"T-q{ 6 qrE 500/- rqq 45r f4'fitr{ gI;$ TqT 6'rqT Etrn r/

The aDDeal to the ADDelIate Tribunal shall be filed tr ouadruDlicate in form EA-3 / as Drescnbed under Rule 6
of Cehtrai Excis€ fADDeall Rules. 2001 and sha-ll b'e acco'mDalied aea.mst on'e wlirch at least should be
accomDanied bv- h 'fee of Rs. 1.OOO/- RS.5OOO/-- Rs.1O.OOO/- where amount of
dutvdirnend /mteiest/ Denaltv /refund is uoto 5 l-acl. 5 l-ac to 50 l-ac afld above 50 l-ac resDectivelv in the form
of ciossed bdnk dra-ft tl favo-ur oIAsst. RieistIar ofbranch ol anv noEoinated oubhc sectbr banlof the Dlace
where the bench oI anv nomiflated Dublic sEctor bank o[l]le Dlacdwhere the bench ot the Tribunal is situhled.
Application roade for tiant of stay s'hall be ac.ompanied by a'fee of Rs. 5O0/-.

{ffiq'qrqritrrrsr + (qa qffi- fr 3rftft{c-1994ff ur<r as rr r hBi h +{16? liffi. rqoq.*fr{cqrLr hTra
flstn-a q.I{ s r -stqr{qffil{ ff.rrqffiIni3g+qraFfq alErr 6 E-{ia r+{ ffTfii. r'rfi yFd irpr + nT{ rt ,:-{cn
r.+ xft xqrFra *ff qrR'Tr frr{{lnq;qt6qr.6cfrtqr{,T6i-+?rFfrgtr,6{rnfrcfuf.T{nqrrr{I{qiTl..qq5
qr.{ qr rq+ 6c,5 {relqqqr so anq sqqr+ }aFn ,0 frI{{ctri,rtf6talEET: r,0^00/ rEl. 5,0p0/- I54 3ffi{r
l0.ooo/- {c4 6r l+rttG qqr tr;6 +t qlil qTfr 6}t H$rr{ qF6 6r qrFlr{, {<t?I4 {cFnII {rqrnrF.sl fi ,rrer 5 qIr+F

'Ffer, h arq t Erff fr qr4Fr{+ d-, * a-+ dr'r r-r,1@a a'6 gIE dr[-t+ql Tr{r - -€g 
LriEldE EFE 6r Trr n, *6 6rrq

,nq t fr+r arftq r*i TEq4 jrffiq qr{rD-+r"r ff,rEr fu{E iqrrr i ter r€ 
"tl') + tirr {r+.r -E{ t qrrr 500 /- srrrr

s'r limrr-d erq qrrT 6ErT EIrn l/
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(i) E-n 3rtuft[c lq94{ttrr(r 86 4t Tc {|'rit (r, q{,2Al + q4rin -i + rrff tT+q, t-{r{' ft{{{rff'^ rgg-q, t firc grzt

rn;qrrrr+i*affifo<Fc{S.T.7cffql{6rftfrcrsfiqraqr{fi,6-*ca4r{elq.{:rqTxrTi5 (i{qfcI) , s,arll sqr( rli6
jm ffii ,neir + cFtqi n<q 6r rrri + r.+ cB yffi{ 6rfi qrRr *t, qgc am rrrr+ siT6 wrill 3qr{T, 6-4lq r'rr<
;; , ;...*. an qffrq nr{rfufiq * qi+€ ei sfi 6r f{?,r ea <rc r,IlE r +ir cit ltl {Iq q qrtr 6'.fi Em' I /
ifr.'""".af irnaer sub se( tion l2l and l2Al of the se( tion 86 the Finance Acl 1994 ' shal be Eled rn l or :il / 

,'' 
_

oiiiifib.a under Rule 9 (21 &9(ZAl of rhe Service Tax Rules, lg94 ard shall be accoEParued,Dy a copxoI order
5i'c;;;".J;in*; i;;;; bl.i#;;'c;*;i""ii,riii, cinirat eic;se (Appeals) (one of whrch shall be a certiEed copv)

;;;-.."" ;T-iir; order Dassed Uv Oe Cominissroner authorihir! the-Assistant Comrnissioner or Deputy
6iirii!d,""ir di ci-"-trhtxcrie/ Seruice Tax to file the appeal befori the Appeuate Tribunal'

rftor qr6 k*q riqr< grq rrq ir+rr, ,{.frdtq rrj-a-flrr 1ft-27 
-+ffi +ffr h crE{ i +dr{ Tqr<,J"1r;FGTq -:g+;^ff 

trrrr

;t*\ jid.h.;#-fth"iriiffi, 'rro ff,rnr a., l rd.ta +{F. +l {ar.1ff.ri {, s1llr?,r+ sfr q$4f crtur'q t
16-r q<ir rrq rqre ,rq/ir{r fl qirr + 1o cfrer{ ( ru u , , 

"q 
cFr \t Iqt{I fiflf-{ t.q[ ErTr;rr,-ird iq{ TcHI liF{Ire,r ?'

rrrrrrc Eiqr TEr srri h gq Et I € ri?rid aqr h qr{ aFi ,t-qidr4 i?,Ite) <E qitlF T.{q { ,Ittl6 i ETI

i;ft rqre :f;6 qq i-{I{? } 3in{-d '{q Brr q'l 
'gf;6- 

t i+H onti{ t
ti) uT,T Il fi + rc,ia roq
i, it ir<te qfl fi fi ,Tt q'r{,rFr
i"ir ffiaarrlilgqr+{t*F-cq6 6 r;r i4 +q -r,
i"'irrt o.e g{E rr* + claun G-+c tri"zl qfi}Rq{ zorq hqrhr+{.{ffi qtrrq srlffi h {rlllr ftqrqift{
srra s# rra nftoaramr*t #tru

r'". "" aooeal io Ui frtea before'rhe aESTAT, under Section 35F of the Central Excise Act, 1944 wluch is a.l-so

made aobhcable to Service Tax under Sectron 83 of Lhe Frnance Act, t994, an appeal agamst thls order snall ue

t elore thi fritunal on Dawnent ol I0o/o of the duty demanded where duty or duty and panalty are m drsPute, or
penalty, where penalty'alone ls in drspure, proviated the arnount of pre-deposit payable would be sublect to a

ieihne of Rs. 10 Crores,_ 
Under Cential Excrse ard Service Ta-x, "Duty Demanded" shall include :

{i) arnounl determined under Section I I D;
iJ) .unount of erroneous Cenval Credit taken,
hiil amount Davable under Rule 6 ol the Cenvat Credit Rules

- orol]ih;ii tufl];r that t}d orovisrons of rhis Section sha.ll nol apply lo l}re stay applicalion and appeals
pendind before any appellate au*iorirv pnol to the commencement ofthi Finance {No 2) Act' 2014.
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(c)

(i)

(ii)
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+++f,r'r rr+<. iir< crf

fi{T 35EE S cqqqarfi h 3it'ldc-{{ sft{-
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(vi)
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(D)
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(G)

qRqrqtRi4Trqr{qqrtr+n.r6i{+'qriHtqr{qtErfi6r'6rit1i3rr116+rrr,Tqr+<t!r{gIffiaq5rn+ncr$r
Fi+GFTdn{,q'r,'r,G'."r+++a.r.,qrftft'iin.56tar:icrrqiqrq*Y{,6,!r++4-{,friff6r'er+qtErdr
lTsT( rIE q qI{ { + rr4 + qTFt qrl
In caSe of any lo'ss of qoods, wher e the loss occurs in tralsil from a fac-tory to a lvarehouse qr to another factory
or from one "warehouse to arnother duflng t}le course o[ processing of dnt goods in a warehouse or in sloraga
whether in a factory or in a warehouse

l1rG +{16(mqqqrdn-fl Edi rr zi qrt--+ frF+qiq i e{+ rg Frq rr rrrrri:n+ro :.= "* * rfi-+e r <;qmii,
ai i{r-( + -rfrr tF4t rrg qr elr d f+{ir fi fiT ?r /
In .ase of iebate ol autv of excrse on pooals exDorted to arlv (ountrv or lerrilory outside lndia of on excisable
matenal used rn the mairufacture otthE p,oods \ihich are e]iiorted lo"any coLlntrv or territor] outside India.

qe Tqr< rrq 6'{ rTra(rn fr-u R-rr r+r,a + srf,r. acr{ {l lrar{ 6I qr{ M? fr{r rt{r;r f
In case ol'goods ixponed outsrde Indra exTort to Nepal or Bhulan, without payEent of duty.

sftfudrsre*Tsrc{crq,6'rq-{rn+frr,iTstri,t'tErs3Tfuft{qa"ifidRft-{rmu-i+,rracrqff'rt}qt't}qA$
.,iqrqn0rqtrl:rrrrr'E-q3{fufi{q(i.r,,t9986rqrrrloo+6r.rfrra,ftqiarftlgs,rflqEr{IfrfdqrqrardtEd?T
t*!, dr *rz
Credil of anv dutv allowed to be uulzed towards Davment of excise dutv on final Droducts under the Drovisions
ot this Ac( oi lhe"Rule mad!:-thqri ulder sucb oi-d'er is pqs-sfd by the Commissibner (Appeals) on of aJter, the
dale appomted under Sec. 109 of the Finan( e (No.2) Act, ''l998. -

rr.rtr sr+<< t n qf+ci cra- qqn EA s i:fu ff a*ar-rra og-r , lr{prftrqrf,{r,?00.f ,Ftrqc 9t ffrfd Eiiqs t, rn
sr?sr6iissr+ r qrs + rr{< fi arft qri*q rsriT 3riq-{r hqiqrr anEpr q lr{t{ 3rerr 6 i cft{i i{fr ff qrff srBqi qpT

frffiar.vre '5+ {ft}f+{q. ,sqq ff urr r.'-EE + Tfrr ftutF-a tF6 fr ir+q-,fi + qrw } t,r,TR-6ftvAc ff'{rft
?TrtrEr /
ltr€ above aoolication shall be made m duDlicate in Form No. EA-8 as soecilied under RuIe. 9 of CenEal Excise
(ADoealsl Rifes. 2001 within 3 mon*rs from *re dale on which the drder sousht to be aDDealed aeainst is
ioidEurircated and shall be accomDanied bv two coDles each of rhe OIO and OrdEr-ln-ADDeal.'lt should also bc
accoErpa$ed bv a copy otTR 6 Challai errdencrng payment ofprescribed fee as prescnbdtl under Section 35-EE
ofCEA, 1944, dnder'Iriajor Head ofAccount.

qrftTq rr+{r 6 srq ftqfrfud fitrtl}a sr-q, fi 3r+ {,ft fi .rrfr qrRrr 
r

**l q<r -rr q$ flg -ct cr r{q rc fi'.ir -sq 200/- 6r rlrra.r.r i+qr qrr. nt{ qfr {qn r6c q6 qrq ,"ct + irrqr Et dI Fct
1000 / 6rffi r{ l+fi qrul
The revisionapDbcatron shall be accompanied by a fee of Rs. 200/ where the a-rnount involved in Ruoees One
Lac or less andRs. 1000/- where llle ariount iniolved is more thah Rupees One Lac.

cR rfl "rirl d fii rq ,{reeal fl T{rE{r a m r,l-+ qq gn??r 6 IiT , $EF 6r qrrdri sqfaF aa t Bqr ?r+r qrftr <s rq * *] <
fi fi itqr rfr sr4 it ffii 6 iic qqrFafi 3Tffiq'rqrfur.q 6) qs {Sa {r +frir Ei{n +1 rr+ qrtfi frfl qrfl * r I In ."".i}
t}le order covers variousnudbers oforder in Orislna-I. fee for each O.l.O. should ba Daid in the aJoresaid marrler
not wrthstandrnq the fa.t that the one appeal tb tfle Appiuant Trjljunatbrlhi one adoTcation io-rFi: eEntrat-drivil
As the case may-be, is filled to avoid scii'proria work ifexcismg Rs I lakh fee of Rd.'100/ for each.

q-,mi:LB-{ qrqi-q,Itr 3Iltft{q, rgis, * 3r{q+t-t + 3r{qR {{ {A{r qci F{rr-{ qA{r ff cR E{ frqfAd 6.50 tqt6r;qrcrdq
sFF feFi'z ir{IT BFIT qTfg'qr /
One copy of application or O.l.O. as the case mav be, ard the order of the adtudicadne authoritv shall bear a
( oLlrl fCd slamp of Rs.6.50 as prescnbed under Sc"hcdule I m terms of the Couft Fee ActJ975, as'amended.

+gtg+. @ rdq tga.qa;r+rn artrlqjqrzrla"ry r6'ai Afur IM, lqs2 l'aFrr{ qa 3i-{ af.}r{ qr{dt +
fiqhFr 6,;i Erq Fiqm +l "lF 

rlr r{R 3n6Ft( lri-qr qral I I /
Atteqdon is also ilrvite_d tp the_ Iules coverinj{ these ahd other rela[ed matters contained in tie Customs, Excise
and Service Appellare Tribunal (ProcedLtre) Rules, I982.

T{ 3Tffiq $ft-{r{ C Iqr,atft-{ F.i t ffid mr+, ftqr *{ Tft{ q cr4?rrn h ftS, 3{ffi ftqFfu ksri.
wlrw.coec.gov.rn cht (g q+n 6 t /
l9l -ql! 

.^l1p9r.t!, qC!"il-Sq€r,d laresr provi$ons relaung to filng of appeal lo rhe hrgher appellale aurhonry, the
appeuanr mav rerer lo Lne uepaftmenlal webstle !{,,rvw.cDec.Rov.rn
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M/s. Bhavani lndustries, Rajkot (hereinafter referred to as "appetlant")

has fited Appeat No. V2/91 lR J/2020 against Order-in-Original No.

3lD/Supdtl2020-21 dated 26.6.2070 (hereinafter referred to as "impugned

order") passed by the Superintendent (Adjudication), Central GST & Central

Excise, Rajkot-l Division (hereinafter referred to as "adjudicating authority").

2. The facts of the case, in brief, are that the appetlant was engaged in the

manufacture of goods falting under Chapter No, 84 and 87 of the Centrat Excise

Tariff Act, 1985 and was registered with Central Excise Department having

Registration No. AAFC8046RXM004. During the course of Audit of the records of

the Appetlant undertaken by the Departmental officers, it was observed that

they had avaited Cenvat credit of Service Tax paid on Product Liabitity and

Product Reca[l lnsurance Poticy. The said poticy was taken to cover up financial

[oss incurred on account of recatl of their final products already sotd to their

customers. lt appeared that any service availed after clearance of goods from

factory is not covered under the definition of input service' in terms of Rule 2(t)

of the Cenvat Credit Rutes, 2004 (hereinafter referred to as "CCR,2004") and

therefore, the Appettant had wrongty avaited Cenvat credit of service tax. Show

Cause Notices were issued to the Appettant during the period from April, 2014 to

November,2016.

7.1 Since the AppeLtant continued to avail Cenvat credit of service tax paid on

said 'lnsurance Service' during the period from December, 2016 to June, 2017,

a Statement of Demand bearing No. V.84(4)-12lMP/D/Supdt/2O'|8"19 dated

12.12.2018 was issued to them for recovery of wrongty avaited Cenvat credit

amount of Rs. 2,80,000/' atong with interest under Rute 14 of the CCR, 2004

read with Section 1'lA of the Central Excise Act, 1944 and proposing imposition

of penatty under Rute 15 read with Section 11AC of the Act.

2.7 The above Show Cause Notice was adjudicated vide the impugned order

which disattowed cenvat credit of Rs. 2,80,000/- and ordered for its recovery

atong with interest, under Rute 14 of CCR, 2004 read with Section 11A of the

Centrat Excise Act, 1944 and imposed penatty of Rs. 2,80,000/- under Rule 15 of

CCR, 2004 read with Section 11AC of the Act.

3. Being aggrieved, the appettant preferred the present appeal on the

fottowing grounds, inter olia, contending that,

(i) The adjudicating authority has erred in not appreciating that the

uestion avaited by the appetlant was pre-requisite for carrying

:i:
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Appeat No: V2l9'1 /RAJ/2020

out manufacturing and ctearance of the goods to their buyers to whom

the goods were cteared. ln order to manufacture and suppty goods to the

said buyers, the appettant is obtigated to cover its product from product

recatl/ tiabitity insurance. The serv'ices were therefore integral to the

manufacturing of finaI products manufactured and cteared by the

appettant and hence qualify as input service. lt is submitted that services

avaited by the appettant being integral for manufacturing the said finat

products as without said services appettant coutd not have secured the

contract / purchase orders for manufacture and suppty and hence

manufacturing the finat product was directty connected with such

services. The said service is therefore covered under the expression

"directly or ind'irectty in or in retation to the manufacture of final

products" under first limb of the definition of input services under Section

2(1) (ii) of the Cenvat Credit Rules, 2004.

(ii) The adjudicating authority erred in not appreciating that the

services in question pertained to insurance against the financial tiabitities

that may arise out of recall actions 'initiated or injury/damage caused due

to defects or retated issues in the products manufactured and supptied by

the appetlant to their buyers. The services are thus availed for the

purpose of manufacturing quality products and for carrying out

manufacturing activity in a risk free manner. lt must therefore fotlow that

the services are integral to the manufacturing activity of the appettant.

The service in question is thus apart from falting within the expression

"directly or indirectty in or in relation to the manufacture of final

products" is covered under the expression "includes" appearing in the

second limb of the definition and retied upon the judgement of Larger

Bench of Hon'bte Supreme Court of lndia in the case of Ramata Sahakari

Chini MitLs Ltd. -2016-TIOL-20-SC-CX-LB in which it has been ruted that the

word "include" in the statutory definition is generat[y used to enlarge the

meaning of the preceding words and it is by way of extension, and not

with restriction. ln view of the said Judgement it must fottow that the

services in question quatify as input service in terms of Rute 2 (l) of the

ccR, 2004.

(iii) The adjudicating authority has erred in not appreciating that entire

demand of duty is barred by [imitation prescribed under proviso to Section

11A(1) of the Act. The appeltant is registered with centraI excise

department and have been regutarty fiting ER 1 returns in which ava.ilment

of Cenvat credit is duly reflected. When the appettant has reflected the

:F
i)
tr
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d
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amount of credit avaited in its monthty ER 1 returns, it cannot be said

that there was any positive act of suppression or mis-statement on the

part of appetlant and hence demand of duty invoking extended period of

limitation is not sustainable in [aw.

(iv) The adjudicating authority has erred in imposing penalty. The issue

is one of interpretation of the definition of the term 'input service'. The

Appettant has taken the credit based on the interpretation it bona fide

hetd, retying on the decisions of the Tribunal and that such interpretation

if incorrect cannot be a ground for imposition of penatty and retied upon

case taw of Paswara Papers Ltd. v CCE - 7004 (178\ ELT 317 and

Whitetine Chemicats v CCE 2008 (279\ ELT 95.

4. Personal hearing in the matter was conducted in virtual mode through

video conferencing on 73.4.2021. Shri Rahu[ Gajera, Advocate, appeared on

behalf of the Appettant. He reiterated the grounds of appeal memorandum.

4.1 The Appettant submitted additional submission vide tetter

13.4.7021 wherein copies of fottowing case laws submitted :

(a) Bhavani lndustries - 2018 (10) TMI 626- CESTAT Ahmedabad

(b) ccl Products lndia Ltd - 2019 (369) STR 780 (Tri' Hvd.)

(c) Neo Foods Pvt Ltd - 2017(1) TMI 15'1 - CESTAT Bangtore

dated

5. I have carefutty gone through the facts of the case, the impugned order,

and grounds of appeat memorandum. The issue to be decided in the present

appeat is whether the impugned order passed by the adjudicating authority

disattowing Cenvat credit of service tax paid on Product Liabitity and Product

Recall lnsurance Poticy is correct, [ega[ and Proper or not.

7. I find that the issue invotved in the present case stand decided by the

Hon,ble CESTAT, Ahmedabad in appettant,s own case for previous period vide

Order No Al11g17'11g18i2018 dated 27'8'2018 reported as 2018 (10) TMI 625'

'bte Tribunal has hetd that,

n careful consideration of the submission made by both the sides
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6. I find that the Appettant had avaited cenvat credit of service tax paid on

Product Liabitity and Product Recatl lnsurance Poticy during the Period from

December, 2016 to June, 20'17. The adjudicating authority disattowed said

cenvat credit of service tax on the ground that said service was avaited after

clearance of goods from factory and hence, it was not covered under the

definition of input service' in terms of Rute 2(t) of CCR, 2004'

J"
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5. ln my considered vierv. uniess r.rntil there is serious infirmity in order of

the Commissioner' (Appeals), in ordel to follows the principle of judicial

discipline, the Ld. Cornmissioner (Appeals) should have given regard to that

order of the other Commissioner (Appeals) who gone through the delinition

of the inputs service prevailing wherein the inclusive Clause of the services

mentioned is 'security'. In the present case the product Recall policy

expenses is bom for the purpose of security of the goods. Therefore, for this

reason also the service f;rlls under the definition of input services.

6. As per my above discussion, ] am ofthe considered view that the Service

Tax paid in respect of product recall policy for sale of the finished goods is

eligible for Cenvat Credit. Hence. irnpugned orders are set aside. The appeals

are allowed."

8. I have atso examined the retied upon case of ccl products rndia Ltd.

reported as 2019 (369) E.L.T. 780 (Tri. : Hyd.), wherein the Hon,bte Tribunat has

hetd that,

*6. I find that the issue lhat arises for consideration is whether the appellant

is eligible for credit of rhe ser,ice tax paid on "product liab ity insurance,,

and 'lroduct recall liab ity insurance". The department has denied the same

on the ground that it is a pcrst manufacturing activity and the riab ity arose

only after goods were handed over to the buyers. As per the explanation

d'.
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and perusal of records, I find that the issue lie in narrow compass that

whether the appellant is eligible to Cenvat credit in respect of service tax paid

by Product Recall Insurance Policy. As per the facts of the case, the Product

Recall Insurance Policy is taken by the appellant, as per condition of sale of

the goods, without the said condition the goods cannot be sold to customer

the Product Recall Policy is pre-dc'cided before supply of the goods.

l'herefore. it cannot be said that the Product Recall Policy expenses is a post

removal of expenses, once it is pre-detennined the goods can be supplied

only after the Product Recall Policy is taken then it becomes part of cost of

the final product, during the nranufacturing of the sarre. I also perused the

order of the Commissioner (Appeals) in case of different assessee case i.e. in

Orbit Bearing India India Pvt. [,td (Supra). The Commissioner (Appeals)

after detailed finding by interpreting the definition of the inputs service came

to the conclusion that credir carmot be denied in respect of Product Recall

Policy. The Ld. Commissioner (Appeals), in the impugned order though

referred this order but discarded the same on the ground that it is not binding

on hin.r, without appreciating thc views on merit taken.
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given by the appellant, it can be seen that the risk covers the defects with the

products. ln such cases, when there are defects in the products, the

appellant/manufacturer will have to recall the product and thereby incur huge

financial loss. The insurance is for covering financial loss of the

appellan manufacturer and it cannot be considered as a post manufacturing

activity. The finance or raising of capital or adjustment of finances by way of

taking insurance etc., falls within the inclusive part of the definition. This

camot be said to be opposed to manufacturing activity for the reason that said

insurance policies addresses the frnancial risks of the manufacturer. It is not

in dispute that the appellant's contention to use the insurance policies taken

by them was in respect of their product and business activities. The lower

authorities have summarily disposed of the contention recording that these

insurance policies were not for manufacture of finished products. I find that

this Tribunal in the case of New Foods PvL Ltd. v. CCE & ST, Bangalore-ll

as reported in 2017 (1) TMI 151 considered an identical issue and held in

favour ofthe assessee holding that Cenvat credit is eligible and refund claim

was sanctioned. I find that the disallowance of credit of this input service is

unjustified and requires to be set aside, which I hereby do."

9. By fotlowing the above Orders of the Hon'bte Tribunat, I hotd that the

Appeltant is eligibte to avait Cenvat credit of service tax paid on Product

Liabitity and Product Reca[t lnsurance Poticy. l, therefore, set aside the

confirmation of demand of Rs. 2,80,000/- vide the impugned order. Since, the

demand is set aside, recovery of interest and imposition of penalty of Rs.

2,80,000/- are atso required to be set aside and I order accordingty.

10. ln view of above, I set aside the impugned order and attow the appeat.

3rffi drtT e$ ff lr* arfi-q 6r ftq-.RT sq-ts il0+ t frqr qmr t I

The appeal fited by the Appettant is disposed off as a
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