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Appeal No: V2/57 & 58/RA1/2022

3rfie 3IE%T /ORDER-IN-APPEAL

M/s Crossword Agro Industries, Plot No. 370-—371 Aji GIDC Phase-II,
‘Rajkot-360 003 (hereinafter referred to as appellant) has filed two appeals
No.V2/57 & 58/RAJ/2022 against Order-in- Onglnal No. 39 & 40/D/AC/2021- :
- 22 dated 25.03.2022 (hereinafter referred to as impugned order’) passed by the
As_sistant Coinmissioner, Central GST Division, Rajkot-I (hereinafter referred to
as ‘adjudicating authority’). | | |

2. Briefly stated, the facts of tha case are that the appellant was engaged in
' manufacture of Ignition Combustion Engines (I.C. Engine) and Centrifugal Pump
Sets (Couple Set] falling under CETH No.84089090 and 84137010 respectively,
" of the Central Excise Tariff Act, 1985. The appellant had assembled Centrifugal
Pump Sets and cleared thé same on payment of concessional ratc'of Central
Excise duty @6% availing benefit of Sr.No.235 of .Noﬁﬁcaﬁoh No.12/2012-CE
dated 17.03.2012. It appeated that on clearances of power driven/ Centrifugal
_pump sets compnsmg of 1.C. engme, Pumps and Trolleys, the appellant was
required to. pay duty @12.36%/ 12.5% on the I.C. Engines and Trolleys.
Therefore two show cause notices dated 02.12.2016 and 02.11.2018 covering
- the. permd Deccmbcr 2014 to October 2016 and November 2016 to June 2017
| demandmg Central Excise duty of Rs. 2 ,75,226/- and Rs.48,243/- respectively.
Vide impugned order the adjudicating authority had confirmed the demand and

imposed penalty.

3. Being aggrieved, the appellant filed appeals ﬁvherein they, inter aliq,
_submitted that the findings of the adjudicating aui:hority, contrary to the facts -
of the ¢ase and evidences produced, are baseless, not supported by any
independent evidences and hence, liable to be set aside. The appellant submitted
that the appellant has captively consumed Diesel Oil Engine by claiming
. exemption under Noﬁﬁcatioh No.67/95 and department has not disputed such

-exeniption at any point of time. They also submitted that pump sets were
. exported and while éxporting, such pump set was in an assembled condition.
The appellant contended that assembly is pothing but manufacturing activity
and the CBEC in its circular has clarified that Diesel Oil Engine when used in
“assembly of pump set is an integral part of such pump set and said pump sat is
classifiable under Chapter 84 in view of interpretative rules. The appellant
further submitted that the adjudicating authority has erred in confirming the
demand without considering the documentary cvidanccs produced. They also
_submitted that the said assembly is exported and hence the demand is not
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Appeal No: V2/57 & 58/RAJ/2022

4.  Advocate Paresh Shejth appeared for personal hearing on 13.12.i>_022
and reiterated the submissions made in the appeal. He submitted that'pum'p
sets manufactured . by them were exported in | assembled condition.
Therefore, the same are not 1iable to duty. He undertook to submit comple‘re
details of exports with detailed written submissions within 15 days. He

requested to set aside the impugned order and allow the appeals

5. 1 have carefully gone through the facts of the case, the impugned order,
the appeal memorandum and written as well as oral submissions ‘made by the
Appellants. The contentious issue before me is whether the appellant is liable to
pay Central Excise duty @12.36%/ 12.5% on the 1.C. Engines and Trolleys used

in the pump sets cleared by them

6. In this regard [ find that the demand has been made and confirmed on
the premises that assembly does not, amount to manufacture and the ‘final
product cleared viz. pump set comprises of 1.C. Engine, pump and trolley and
the pumps were separate manufacturing items. Though the appellant cited
Board’s Circular No 224/58 /96 -CX dated 26.06.1996, the adjudicating
authority proceeded to decide the 1ssue against the appellant relying upon the
decision of Honda Siel Power Prpducts Ltd-2016 (332) ELT.222 (All). The
clarification given by the Board with regard to classification of pump sets vide

Circular No. 224 /58/96-CX dated 26.06.1996 is as under:
“2.  The matter has been examined in depth. Board in its F.No. 151/13/92-CX.4 (Pt.) (Circular
No. 11/11/94, dated 2-2-1994224/58/96-CX dated 26.06.1996) has held. that electric molors or
rotors or stators are components parts of P.D. Pumps. Following the same analogy, the prime
mover, i.e. LC. Engine may-be treated as an integral part of P.D. Pump. The Board takes note of
Note 3 of Section XVI of Central Excise Tariff which states that composite machines consisting of
twoor more machines fitted tagether 1o form a whole and other machines adapted for the purpose
of performing two or more complementary or allernative functions are to be clussified as if
consisting only of that component or as being that machine which performs the principal function.

As the principal function of a pump set is thut of the pump, the pump set is rightly classifiable under
Chapter sub-headmg 84 13

3. Hence, the Board is of the view that Power Driven Pump Sets are cfa.s‘sgf able under Chapter
Heading 84.13 and if su¢h Power Driven Pump Sets are primarily meant for handlmg water, the
benefit of Nonficaiion No. 56/95, dated 16-3-1993 will be admissible to the whole pump set”

I find that the CBEC have clearly clarified that principal function.of the pump
set is that of pump, the pump set is rightly classifiable under chapter heading
84.13. It is also well settled law that the department is prevented from arguing -
against the clarifications issued by the Board. Since the position has been
clarified by the Board, the power driven pump sets rnanufactured by the
appellant are classifiable under chapter heading 84.13 and will be eligible for the
‘benefit of concessional rate of duty as provided undeér Sr.No.235 of Notification
No.12/2012-C dated 17.03.2012. The inference drawn by the adjudicating ’

authority that the assembling is not amounting to manufacture is.of no
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Appeal No: V2/57 & 58/RAJ/2022

sl

- No0.84089090 and when it couples with pump, in view of the clarification of the
Board, it becomes part of bump set and its classification changes to 84.13. I
also find that the adjudicating authority has incongruousiy made reference to
the case of Honda Siel Power Products Ltd (supr;) as the said decision was
rendered in a case where the asseséce purchased pumps from outside and

_placed the same inside a single carton in unassembled condition. In the present
case, it is an,admitted fact that the appellant had assembled pu:ﬁp set and
cleared the same in assembled condition. The photographs and documents such
as ARE-1, invoices and shipping bills submitted by the appellant also confirmed
the fact that the appeflant had cleared the same as pump set in assembled form
and not separately. The show cause notice as well as the impugned order has
not adduced any evidence to the effect that the appellant had sold I.C. Eriginc

. and trolley separately. As such, the demand of Central Excise duty separately
on 1.C. Engine and trolley, when they have cleared a complete pump set, is not

. sustainable and consequently the penalty also is not sustainable.

7. In view of above, I set aside the impugned order and allow the appeal.

¢. il g g @1 1 sl St Ferr Sudied Al A o S § |
8. The appeal's' filed by the Appellant are disposed off as above.
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