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al{ ang 3r4 sr?gr sri@ts 3rra awar & at as sr mer a uf zrenferf fl
al; ·T; an 3rf@ant at ar@a zu garur or4ai rd a Tar % I

Any person aggrieved by this Order-In-Appeal may file an appeal or revision application, as
the one may be against such order, to the appropriate authority in the following way :

,'Bmf '{-Jxci51'< cpf~~~ :
Revision application to Government of India :

(«) tu snz gca arf@nu, 1994 t ear siafa fa aa; mg mm#i aR i
~ t1RT 'c6l" Gu-nrr a er rs 3irifa gheru 3raa 'sa era, +d 0T,
fa +iacrzu, Ga f@arr, a)ft if5re, 'Gfrcr,=r cfr'q aaa, in f, { Rec#t : 110001 'c6l"
cffr 'GfRf~ I

(i) A revision application lies to the Under Secretary, to the Govt. of India, Revision
Application Unit Ministry of Finance, Department of Revenue, 41h Floor, Jeevan Deep Building,
Parliament Street, New Delhi - 11 O 001 under Section 35EE of the CEA 1944 in respect of the
following case, governed by first proviso to sub-section (1) of Section-35 ibid :

(ii) zufa na 6t zrf km sa Rt zrf arar fa#t Ir zur 3ru Iara
a fa#t ugrIr a sue4r #m u; mf i, a fan#t run zu uer i

'clW cf6 fcITT:fi cblxi!s!I~ lf <TI~ ~0-silllx lf 'ITT l=f@ 4Rau hhr g& et I

(ii) In case of any losi:, of goods where the loss occur in transit from a factory to a
warehouse or to another factory or from one warehouse to another during the course of
processing of the goods in a warehouse or in storage whether in a factory or in a warehouse.

(a) ma ala fa#t zrz zu gr a Ptlliftia l=f@ 'Cl'< mml RRfar sq#tr ye£
a4 me q 5qi yen #Rd arr # uitqra fat ls; zur q?gr Raffa
1
(b) In case of rebate of duty of excise on goods exported to any country or territory outsi~e. __
India of on excisable material used in the manufacture of the goods which are exported toany '·,.,...
country or territory outside India. > ·- ·---, 
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(if) ~ ~ cf>[ ~ fcpiz ~ 'Bffi1 ~ ~ (~ m~ cITT) mm~ Tf<TT
~ 'ITT I

(c) In case of goods exported outside India export to Nepal or Bhutan, without payment of
duty.

tT 3lm+i '3¢91G.-J c#l" '3t91G.-J ~ ~~ ~ ~ \iTI" ~~ l=fRT c#l" ~ i 3ITT"
~~ \iTI" ~ err iRu aifn agar, rft rr 1TTffi1 cIT Xi1=f<T ~ <TT
~;# fcrrrr ·~ (-.=r.2) 1998 tTRT 109 rr fga fag rg it I
(d) "Credit- of any duty allowed to be utilized towards payment of excise duty on final products
under th·e provisions of this Act or the Rules made there under and such order is passed by the
Commissioner (Appeals) on or after, the date appointed under Sec.109 of the Finance (No.2) Act,
1998.

(1) ~ '3cll1G.-i ~ (am) Pilll-11cJe11, 2001 * ~ 9 * 3@1Tc'f fclP!f4t'c. ™~
~-s "lf at ufii #, )fa arr f sr hf fia ft 1lIB * ~ ~-~~
3ft rag 8t at-at fat a rt fr Gr4a f4u urt a1Reg1 Ur mrr rr • T
gggnf #k 3ifa er 35- Reiff t # quart k rd # mer err- area at #fa
#fl it afegt

The above application shall be made in duplicate in Form No. EA-8 as specified under
Rule, 9 of Central Excise (Appeals) Rules, 2001 within 3 months from the date on which the order
sought to be appealed against is communicated and shall be accompanied by two copies each of
the 010 and Order-In-Appeal. It should also be accompanied by a copy" of TR-6 Challan
evidencing payment of prescribed fee as prescribed under Section 35-EE of CEA, 1944, under
Major Head of Account.
(2) RR@3m4at rreru vicara ca q?1zn a m m~ 200 /
m :f@Ff c#l" "GJTq' 3Tix ssi via vam ya car a unrar st m 1 ooo;- . c#l"m :f@Ff c#l"
"GJTq" I
The revision application shall be accompanied by a fee of Rs.200/- where the amount involved is
Rupees One Lac or less and Rs.1,000/- where the amount involved is more than Rupees One
Lac.

#tar zyc, ab€hr snla gen g ara 3rfl#tr nrznf@raw a uf arfa
Appeal to Custom, Excise, & Service Tax Appellate Tribunal.

00

(1) ah; UTT€l gen 3rf@fu, 1944 c#l" m 35- uo-m/35-~ cfl 3@1Tc'f:

Under Section 358/ 35E of CEA, 1944 an appeal lies to :-

0

saffaa aRe 2 (4)a iaarg 1a # srarat at r@la, rat a m v#ta
ycn, #ta sar yea ya hara srft#tu +nznfrav (frbc) at ufa eh#tu ff8at,
~6l-1Gli51IG "lf it-20, q#ea zrRue ala, aftT, 3l!5l-1Gli51IG...:...380016.

To the west regional bench of Customs, Excise & Service Tax Appellate Tribunal
(CESTAT) at 0-20, New Metal Hospital Compound, Meghani Nagar, Ahmedabad : 380 016. in
case of appeals other than as mentioned in para-2(i) (a) above.

(2) ta sgryea (r4ta) Pura6al, 2oo1 #t err o # siafa qua <v-3 feuffR
fag 31gar sr4)#tr nznf@rat t u{ or#ha # fag or@ fa; ·Tg 3net #t a ufki wfe
'GJ6T ~ ~ c#l" l=!"rT, 5lJTGl' c#l" l=!"rT 3it an Tu if nT; 5 cl IT Uk a t cf6t
~ 1000/- ffi ~ 6l<TT I 'GJ6T ~ ~ c#l" l=!"rT, 5lJTGl' c#l" l=!"rT 3j anurzat ·rn uif
T; 5 Gal IT 50 Gil Id "ITT ID ~ 5000/- ffi ~ 6l<TT I ui sn zrca #t l=!"rT,
5lJTGl' c#1" l=!"rT it aura ·TIT up4fr q, 50 lal var ? ai q; 1000o /-m
3cat a)ft1 #t ha #Ira fr T ?arf@ha rre a vizier #t um\ zus
5lY enl a fa4l 1fa t114GJ PI cb af5f * ~ c#l" mw cBT m

The appeal to the Appellate Tribunal shall be filed in quadruplicate in. form -3as
prescribed under Rule 6 of Central Excise(Appeal) Rules, 2001 and shall be accompa,1Ji"ed--~~-iji1;1.§lt\
(one which at least should be accompanied by a fee of Rs.1,000/-, Rs.5,000/- and Rs.1 q,rmfff,;:--',.
where amount of duty I penalty I demand I refund is upto 5 Lac, 5 Lac to 50 Lac aqd abp\,:~150 ~~dJ\,\'
respectively in the form of crossed bank draft in favour of Asstt. Registar of ~ branc!i oft,-:< 3i;
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nominate public sector bank of the place where the bench of any nominate public sector bank of
the place where the bench of the Tribunal is situated

In case of the order covers a number of order-in-Original, fee for each 0.1.0. should be
paid in the aforesaid manner not withstanding the fact that the one appeal to the Appellant
Tribunal or the one application to the Central Govt. As the case may be, is filled to avoid
scriptoria work if excising Rs. 1 lacs fee of Rs.100/- for each.

(4) .-lJllll61ll ~~1970 "ll"~~ cffl"~-1 ~ aw@~~~
\iCrn ~ "llT ~ ~ "lj"~-Q.TTd ffat mf@rat a smlg i r?la $t v IR q
x<i.6.50 tj"\9" cf)] kllll161ll ~ fecl?c "6117T mrfT~ I

One copy of application or 0.1.0. as the case may be, and the order of the adjournment
authority shall beer a court fee stamp of Rs.6.50 paisa as prescribed under scheduled-I item of
the court fee Act, 1975 as amended.

(5) soi vi#fer Tai at firwa4 ara fuii at sit ft ea naffha \J[Tfil t
\ill" #mt zyc, ahr sra zrcan vi hara arj#tu nmf@aw (raff@af@) Rll11 , 1982 if
R1mr t I
Attention in invited to the rules covering these and other related matter contended in the
Customs, Excise & Service Tax Appellate Tribunal (Procedure) Rules, 1982.

(6) ~?,~:xmc:? vi hara 3r@#rzruf@raswr (g#ha h uf 3@iiim CF!l<FfcilT (ff
a#&tzr3ul rca 3f@1f@1a, 88yyqr 39qa3ii faftzn+in-) 3f@1fezra2&y(2&y Rt
ican 2s) fain: €..2y 5iRG far 3rf@7,a, 8&&y Rt err cs h 3iafa hara ast aft ar,#t
a{&, au ef@#a qf-if star aar3earf , ara fnsnr h 3iaia ar #r 5rt art
3hf@ hrfrzratsr 3rf@rat
h4zr 3euTa gravihara a#3iaii in fawr era"fagn@a

{i) ctrm 11 tr m~~~
(ii) adz sun RR at we aa if@

(iii) rz 5Tm f.;l,!.jcfl(clc>i"I h ferr h 3iaiia 2r «n#

-» 3m7arzrz fnzr rrhIran fa#rzr (i. 2) 3#f@/1a, 2014 h 3a pa@n# 3rd7tr,if@rarth
~8;T~~3@T"Qcf 3{tfrc;r cfil' 'fficTJ:.~Ml

For an appeal to be filed before the CESTAT, it is mandatory to pre-deposit an amount
specified under the Finance (No. 2) Act, 2014 (No. 25 of 2014) dated 06.08.2014, under
section 35F of the Central Excise Act, 1944 which is also made applicable to Service Tax
under section 83 of the Finance Act, 1994 provided the amount of pre-deposit payable would
be subject to ceiling of Rs. Ten Crores,
Under Central Excise and Service Tax, "Duty demanded" shall include:

(i) amount determined under Section 11 D;
(ii) amount of erroneous Cenvat Credit taken;
(iii) amount payable under Rule 6 of the Cenvat Credit Rules.

➔Provided further that the provisions of this Section shall not apply to the stay
application and appeals pending before any appellate authority prior to the
commencement of the Finance (No.2) Act, 2014.

(6) (i) ~~~r 'iji"ma 3r4tr ,f@rsur hmersri ens 3rzrarcaza zyg ruc11Ra ~ cTI -a:rrar fcptr 'JN~
h 10% p7rareru3itszhaa avg f@af@ala zvsh 10% raau#st5raftI
(6)(i) In view of above, an appeal against this order shall lie before the_ Tri_tn:ip,?l~~n
payment of 10% of the duty demanded where duty or duty and penalty are- 1n dr$12ute"f;or..
penalty, where penalty alone.is in dispute." -•·/~ ~,,,_,~.,\_, ( ~- r y,,i/'
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4 F.No.V2(48)93/Ahd-III/2016-17

ORDER-IN-APPEAL

MIs. Rushil Decor Ltd., 607-608, GIDC, Mansa, Dist. Gandhinagar, (for short 
'appellant") has filed this appeal against OIO No. AHM-CEX-003-ADC-MLM-035-16-17 dated

27.10.2016, passed by the Additional Commissioner, Central Excise, Ahmedabad-III (for short

- 'adjudicating authority").

2. Briefly, the facts are that a show cause notice dated 25.04.2016 was issued to the

appellant, alleging that they were engaged in exempted service viz. trading activity in addition to

manufacturing goods falling under chapter 48 and 85 of Central Excise TariffAct, 1985 and had

. availed CENVAT credit in respect of common taxable services but had failed to maintain

separate accounts as stipulated in Rule 6 of the CENAT Credit Rules, 2004 (CCR). The said

show cause notice was proposed for recovery of wrongly availed Cenvat credit amounting to

12,70,210/- in terms of Rule 6(3) of CCR for non maintenance of separate accounts for taxable

and exempted service for the period from April 2015 to February 2016 with interest and penalty.

Vide the impugned OIO dated 27.10.2016, the adjudicating authority decided the aforementioned

show cause notice wherein he confirmed the demand along with interest and also imposed

penalty ofRs.50,000/- under Section 1 lAC(l)(a) of the Central Excise Act, 1944 (CEA).

3. Feeling aggrieved, the appellant, has filed this appeal on the following grounds:

• The activity undertaken by the appellant is not trading; that they have three
manufacturing plant in Gujarat and they procures various raw materials for
manufacturing of its finished goods and in case there is requirement of raw
materials in one manufacturing plant and if it is there at another plant then that
materials is sent to another plant.

• The activity squarely gets covered by provisions of Rule 3(5) of CCR as removal .
as such; that as per the said provisions, they were required to reverse the credit
availed at the time of procurement of such raw material and asking reversal of
credit under Rule 6(3) of CCR is illegal.

• The amount of credit pertaining to common input services for the plant is much
lesser than the total demand issued; that in recent amendment to the said Rule
provides that the total credit reversible on account of exempted service should not
exceed the total amount of Cenvat Credit availed during the relevant period .

•
• Penalty under Section 11 AC of CEA cannot be imposable as the issue involved is

in relation to interpretation of the complex of legal provisions for definition of
input service and exempted service.

• The appellant has relied on various citations in support of their submissions.

4. Personal hearing in the matter was held on 17.08.2017. Ms Kushboo Kundalia,

Chartered Accountant and Shri Hitesh Mundra, appeared on behalf of the appellant and reiterated

the arguments made in the grounds of appeal. .
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5. I have gone through the facts of the case, the appellant's grounds of appeal, and

submissions made during the course of personal hearing. The issue to be decided is whether the

demand of 12,70,210/-, confirmed in terms of Rule 6 of CCR with interest and penalty, is

correct or otherwise.

6. I observe that on appellant case, the issue involved in the instant case pertains to the

period up to March 2015 has already been decided by me, vide OIA No.AHM-EXCUS-003

APP-255-16-17dated 27.02.2017, wherein it has been held that the Cenvat credit cannot be

demanded more than the credit availed. Therefore, I am bound to follow the same in this case

also.

7. The dispute as is evident revolves around Rule 6 of the CCR, which is extensively

discussed in impugned order. The text of the rule is therefore, not re-produced. The adjudicating

authority while confirming the demand has held that the appellant is involved in manufacture of .

Paper Based Decorative Laminated Sheets etc; that the appellant is also engaged in trading

activities apart from manufacturing activities; that since the trading activities has been included

under the definition of exempted service they had not maintained separate accounts for availing

CENVAT credit in respect of common services for manufacturing and trading as required under ·

the said rule; that the appellant has not followed the conditions and limitation laid down in the

provisions of Rule 6(3) and 6(3A) of CCR..

. .
8. Rule 6(1) of CCR, clearly states that CENVAT credit shall not be allowed on input

service used in manufacture of exempted goods or provision of exempted services except in the

circumstances mentioned in sub-rule(2). Rule 6(2), ibid, puts an obligation on a manufacturer

who avails CENVAT credit in respect of inputs and input services, used in both dutiable and .
+

exempted final products, to maintain separate records. Rule 63), ibid, a non-obstante clause,

gives a facility to a manufacturer, opting not to maintain separate accounts to either

[a] pay an amount of 6% of the value of exempted goods; or
[b] pay an amount as determined under rule 3A; or .
[c] maintain separate accounts and take CENVAT credit as per conditions therein and
thereafter, pay an amount as per sub rule 3A of CCR .

. 9. The appellant argued that they had not carried out any trading activities but only a stock

transfer the goods to their other unit taken place, as per its requirement. The adjudicating has

concluded the activity carried out by the appellant as 'trading' on the basis of ledger account and

nature of transaction shown in the invoices as sales and purchase. He further held that no further

documents are available on record to show that the transaction was on stock transfer basis.
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1 O. Generally, trading is an activity which carries or involves buying and selling of materials

or goods on commercial basis. In the instant case, the appellant had purchased materials and

sold to their own other unit under the coverage of commercial invoice. It is an undisputed facts

that in the ledger records which pertains to such activities, the appellant has clearly recorded as

'internal purchase' and 'internal sale'. In the circumstances, I am of the opinion that such

activities are not a 'stock transfer' but business activities having commercial identity. In the .

circumstances, the adjudicating authority has correctly concluded that the activities carried out

by the appellant is 'trading' and do not require any interference. The appellant argued that they

had an option to reverse the credit, as provided under CCR, in case of opting not to maintain

separate accounts. This argument is not tenable, looking into the facts and circumstances of the

instant case; that though the issue involved for the period from 2010 to 2015 has already been

decided by the appellate authority and also aware of the procedure and provisions of rule, they

even not thinks about for reversal of credit Further, even after, it was pointed out by the audit .

officer at the time of audit of records at the material time, they strict to their argument that their

activities are not trading. Thus, the argument put forth by them is an afterthought.

11. The appellant, in support of their argument relied on Hon'ble Delhi Tribunal's decision in ·

the case of Mis Sony India Ltd [2000(120) ELT 644], by· holding that the transaction of

movement of goods from one plant to another plant of same company be construed as stock
. . .

transfer and not as sale of goods. On perusal ofthe said decision, I observe that the said decision

is not applicable to the facts of the present case; that in the said decision, the case relates to

transfer of goods from factory to depot and in the instant case, it relates to movement of goods

from factory to factory (appellant's own) under proper entry in books and accounts mentioning

as "purchase and· sale'. The other decisions viz Mis English Electric Company of India Ltd .

pronounced by Hon'ble Supreme Court and MIs A.B.Mauri India Pvt Ltd ofHon'ble High Court

of Andhra Pradesh is also not relevant to this case, looking into the facts as discussed above.

12. The appellant further contended that the demand cannot be more than the CENVAT ·

Credit, availed; I observe that in view of amended provisions of Rule 6 (3) of CCR, the Joint

Secretary (TRU) has issued a letter no. 334/8/2016-TRU dated 29.2.2016 which states that:

(h) Rule 6 of Cenvat Credit Rules, which provides for reversal of credit in respect of inputs and
input services used in manufacture of exempted goods or for provision of exempted services, is
being redrafted with the objective of simplifying and rationalizing the same without altering the
establishedprinciples ofreversal ofsuch credit. . · ·

(i) sub ,:ule (I) of rule 6 is being amended tofirst state the existingprinciple that CENVAT credit .
shall not be allowed on such quantity of input and input services as is used in· or in relation to
manufacture ofexemptedgoods and exempted service. The rule then directs that theprocedurefor
calculation ofcredit not allowed isprovided in sub-rules (2) and (3), for two different situations:.RTm.
(@) sub-rule (2) of rule 6 is being amended to provide that a manufacturer who eet«ii.$}
manufactures exempted goodsfor their clearance up to theplace ofremoval or a s~teprav\der (·:, .. · , ·• ))l

~ \ I -,,1-..,•·s .2 k
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who exclusively provides exempted services shall pay (i.e. reverse) the entire credit and effectively
not be eligiblefor credit ofany inputs and input services used.

(iii) sub-rule (3) ofrule 6 is being amended to provide that when a manufacturer manufactures two
classes of goods for clearance upto the place of removal, namely, exempted goods and final
products excluding exempted goods or when a provider of output services provides two classes of
services, namely exempted services and output services excluding exempted services, Page 33 of38
then the manufacturer or the provider of the output service shall exercise one of the two options,
namely, (a) pay an amount equal to sixper cent ofvalue of the exempted goods and seven per cent
of value of the exempted services, subject to a maximum of the total credit taken or () pay an
amount as determined under sub-rule (34).

(iv) The maximum limit prescribed in the first option would ensure that the amount to be paid does
not exceed the total credit taken. The purpose of the rule is to deny credit ofsch part of the total
credit taken, as is attributable to the exempted goods or exempted services and under no
circumstances this part can be greater than the whole credit.

However, this amendment reflects the interpretation and intent of the Government. In-fact Joint

. Secretary himself states that the rules are being redrafted with the objective ofsimplifying and

rationalizing the same without altering the established principles of reversal of such credit. .

Even otherwise to demand an amount under Rule 6 which is more than the CENVAT credit

availed would clearly be against the spirit of reversal. Though the above referred amendment

has. made in a clarification nature and not· specified any retrospective effect, the intent of the

Government is very clear.

13. In view above, I hold that the activity carried out by the appellant is falling within the

meaning of 'exempted service' as defined under Rule 2(e) of CCR. It is not under dispute that

the appellant had availed Cenvat credit on input/input services which were used in relation. to .

both dutiable and exempted activity. Therefore, it was imperative on the appellant, to either, not

take CENVAT credit in respect of input service used in trading activity or maintain separate

accounts as per Rule 6(2), ibid. However, as is already mentioned, the appellant took CENVAT

credit in respect of input service used in trading activity and also failed to maintain separate

accounts. Therefore, the provisions of Rule 6 (3) of CCR clearly attracts in appellant's case.

However, looking into the spirit of Board's circular as referred to above, I hold that the Cenvat

credit demanded is riot more than the credit availed, In the instant case, I observe that the

demand was raised on the basis of percentage of trading value. Therefore, the Cenvat credit

availed on such exempted service is required to be determined. In the circumstances, I feel that

this issue is required to be considered by the adjudicating authority for determining the Cenvat

credit availed by the appellant on such exempted service, as such, I remand the issue. to the ·

adjudicating authority for considering the matter in view of above discussion.

14.. I find that the adjudicating authority has imposed penalty under Section 11 AC (l)(a) of ·

the. Central Excise Act, 1944 in respect of amount liable to pay under Rule 6 (3) of CCR. The

penalty imposed under the said Section is required to be modified as the demand of amount

liable to pay under Rule 6(3) of CCR is modified, as discussed above.
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15. In this backdrop, I partially modify the impugned order. The appeal filed by the

. appellant stands disposed of in above terms (341asat arr zafRta 3r4lita fart 35ut

a
(3smr gin)

3rgmm (3r@er - I)
Date:3008/2017

Attested

ass%)3
Superintendent (Appeals-I)
Central Excise, Ahmedabad

ByR.P.A.D
To
Mis. Rushil Decor Ltd.,
607-608, GIDC, Mansa, Dist. Gandhinagar
Gujarat.

Copy to:-

1. The Chief Commissioner, Central Excise, Ahmedabad Zone .
2. The Commissioner, Central Excise, Gandhinagar.
3.. The Additionalt Commissioner, Central Excise, Gandhinagar
4. The Additional Commissioner, System-Gandhinagar
5. The Deputy Commissioner, Central Excise, Gandhinagar.
6. Guard File.v, P.A. File.
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