IN THE CUSTOMS, EXCISE & SERVICE TAX APPELLATE

TRIBUNAL
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Shri Atul Gupta (Advocate) & Shri Utkarsh Malviya (Advocate)
for Appellant

Shri Assistant Deputy/Additional Commissioner (AR), for Respondent
CORAM:

Hon’ble Mr. Ajay Sharma, Member (Judicial)
Hon’ble Mr. Sanjiv Srivastava, Member (Technical)

Date of Hearing/ Decision : 28/03/2019

FINAL ORDER NO.70683-70684/2019

Per: Coram

Appellants have filed these appeals directed against the
Order-In-Original No. (Dem-35/2009) 24 of 2010 dated
20/05/2010 passed by Commissioner, Central Excise &
Service  Tax, Allahabad and the  Order-in-Appeal
No.149/CE/APPL/ALLD /2011 dated 07/09/2011 passed by

Commissioner (Appeals), Central Excise, Allahabad. By both
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the orders Cenvat Credit has been disallowed to the appellant
in respect of inputs such as Alumina Hydrate received by
them during the period April, 2008 to October, 2009. The
ground for denial of such credit was that whereas the goods
in respect of which Cenvat Credit was claimed as per the
invoices mentioned goods/ inputs were described as Alumina
Hydrate but in the records the same was mentioned as
Calcined Alumina and quantity of Calcined Alumina was
mentioned against the Alumina Hydrate mentioned in the
invoices. Thus both description and quantities mentioned did

not matched in the invoice and the CENVAT credit Account.

2. Two show cause notices were issued to the appellants
and after taking into consideration the submissions made

matter stands adjudicated as stated in Para No.1.

3.1 We have heard learned advocate Shri Atul Gupta on
behalf of the appellants and Shri Rajeev Ranjan on behalf of

the Revenue.

3.2 Learned counsel submitted that it is a fact on record
that they had received Alumina Hydrate and for which he can
produce documents like invoices, transportation documents,
weighment slip, octroy slips etc. In his submission the
verification report submitted by the Jurisdictional Range
Officer confirms the receipt of the goods till the point of

weighment. It is not the case of the Revenue in his view that
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this Alumina Hydrate has been diverted from the weighment
point elsewhere nor it is the case of the Revenue that they
had received Calcined Alumina clandestinely and accounted
the same as Alumina Hydrate. They emphasized that Alumina
Hydrate has been used by them in their process of
manufacture and the credit in respect of the same should be

allowed to them.

3.3 Arguing for the Revenue, learned A.R. retreated the
submissions made in the Order. He further emphasized that
the case can be looked from the point of view of verification of
records vis-a-vis the receipt issued and utilization of the
Alumina Hydrate received by the appellants. In case
appellants can show from the records that these goods were
actually received, Cenvat Credit can be allowed, but all this

requires a proper verification.

4. We have considered the submissions made during the
course of argument and in the appeal to the query from the
Bench learned counsel hold through the Chartered Engineers
Certificate dated 24.02.2010 describing the process of
conversion of Bauxite to Calcined Alumina and Finally to

Alumina as follows:-
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The Bayer's process adopted for extraction of alumina from Bauxite is the only
commercially viable process. Other methods are not commercially feasible,

Bauxite contains alumina, oxides of iron, silicon, itanium and 1o a smal] extent
phosphorus and vanadiym, Bauxite is crushed in three stages through cone crushers,
hammer milts and ball mill, ‘The wet grinding of hauxite (o shurry is practiced in the ball
mills.

Bawxite stunry is the produet of grinding circuit, In digestion section bauxite sturry reacts
with caustic soda solution in order to form sodium aluminate solution, In this process
solid alumina is extracted in liquor at high temperature and high pressure. The digested

bauxite slurry is clarified in clarified section having high rate decanter wherein impurities

are settled down and aluminium rih Figuor s taken out lrom overflow of decanter. The

undisolved oxide of iron, titanium and silica do not react with caustic soda are separated
by settling and filtration and disposed as “Red Mud", Alumina rich liquor is semt to
precipitation section where aluming is precipitaied. Precipitator is filled with pregnant
liquor and then calculated quantity of “seed” aluming hydrate is added. The tank contents
are kept under agitatior for about 50 hours. During this period the hydrate from the slurry
is precipitated and then further classified with the help of hydrocycl

ones, gravity
thickeners, and filtration. This filtered slurry is then plinped

to hvdrate [ilter a: calciner.

The hydrate shurry is fed by means of pump 10 4 fotary fonzontal filter, which works
umder vacuum, fiere fhe hydrate ix washed fice how ] caustic: witlt the hely of
condensate, A special clatly of POl propviene s used al this stale. fl Iree moisture is
removed and the hydeate cake is then discharged with the belp of a seroll feeder 1o 4
conveyor for feeding to ke caleiner,

The filtered hydrate of Atuming (AROED3) needs w be caleined at high temperature of
over 1050 deg C so as to drive away the combined water known as the water of
crystallization For this nurpose it is fod into the caleiner, which i continuously heing
fived by fuel cil. Fuel oil alone will be able to function in the culciner as other mdia of
heati.ig would contaminate the product Alumina, During calcining the Alumina Hydrate
is converted 1o pure Alumina ig the form of a white powder and fuef oil gets burnt and
consumed completely. The hot gasses are exhausted {rom the feed end of the kiln by an
induced drafl fan. The hot alumin discharged at the other end is cooled through fluxo
cooler and conveyed for starage into silos for feading to the pots at the smelter end.
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e pser of erystallization Alumina Hydrate s calcined betweer 1050°C — 1,100°C and o
produce Anhydrous {watetless) Aduming crystals).
A!umma is obtained after smelling of Aluminum Oxide (Calcined Aluminia) by Hall-Heroult

Alumina Hydraté réquires complste drying before feeding in smelter use. Therefore, it is necessary
1o caleine Alumina Hydrate, and then it fed in smelter to.produce Aluminum,

When water from Alumina Hydrate. is removed 1o obtain Alumina, the weight of the material is
reduced. The conversion of Alumina Hydrate takes place according to the following reaction:

ALOS3HO - ALO, +3H0
(Alumina Hydrate)' * (Calcined Alumina)

Molecular weight of the elenients are Al =27, H=1 and © = 16.

Molecular weight of Water (H;0) = 2x1+16~18

Molecular weight of alumina (ALO;)=2x27+3x16=102

Molecular weight of Alumina Hydrate (AL, O;.3H,0 ) = 2x27+3x16+32x1+163=156

Taotal water lost = 3x18 =54

Therefore according to the law of cansarvation of mass. 156 tounes of Alumina Hydrmate is converted

in 10 102 tonnes of Calcinied Alumina and 54 torines of water is separated .

Hence, 10 get 10 tonnes of Calcined Alumina, amount of Atumina Hydrate required is = (156/102) =
1.53 tonnes.. . R Hemas i

SNH General Hospital, Audi, P.O. Anpara Distt. Sonebhadii- 5515895 [f
Phone:05446-272411, Mob:09918002055, E-miil 1D epmalwiohadanin. 2
Grigrter Enginest A

From the said certificate it is very clear that
Hydrated Alumina is used as seed material for processing

Bauxite to Calcined Alumina. In any plant producing the
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metal, certain production documents in the form of Mill
charge report is prepared showing the quantum of various
inputs/ingredients charged or any other production record
which can establish the issuance of the inputs/ingredients
for the production of the output goods can be a verifiable

document.

S. In our view if appellants produced such documents
establishing actual charging of these goods or their utilization
in the process of production, the credit should not have been
denied. Admittedly such documents were either not produced
or considered /verified by the Original Adjudicating Authority.
Thus in our view matter needs to go back to them for de-novo
verification of such documents which appellant will produce

for establishing actual utilization of the said goods.

6. In result both the appeals are allowed and matter
remanded to Original Adjudicating Authority for De-novo
consideration. Needless to say the matter is quite old, they

may decide the issue within 4 months of the receipt of the

order.
(Dictated & Pronounced in Court)
Sd/- Sd/-
(Sanjiv Srivastava) (Ajay Sharma)
Member (Technical) Member (Judicial)

Nihal



