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[N THE CUSTOMS, EXCISE & SERVICE TAX APPELLATE

TRIBUNAL
REGIONAL BENCH : ALLAHABAD
COURT No. 2

APPEAL No. /1169/2011-EX[SM]

(Arising out of Order-in-Original No. 16(Rem)/Comm/M-11/2011 dated
25/01/2011 passed by Commissioner of Central Excise, Meerut-iI)

M/s Uttam Sugar Mills Ltd. Appellant
Vs.
Commissioner of Central Excise, Meerut-1} Respondent
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The present appeal is directed against Order-in-Original
No. 16(Rem}/Comm/M-11/2011 dated 25/01/2011 passed by
Commissioner of Central Excise, Meerut-il.
7. The brief facts of the case are that the appellants were
engaged in manufacture of Sugar & Molasses. The appellants
informed the -Superintendent, Central Excise Range -
Dhampur through letter dated 08/04/2008 that on
08/04 /2008 at 12.30 p.m., all of a sudden Molasses stored in
their Molasses Tank No. 2 flew from the Tank, due to aﬁ
outlet valve body damage and in spite of their best efforts, a

huge quantity of Molasses got damaged. The appeliant
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2 Ex. Appeat No. 1169711

adnutted that due to the said incident of damage to e outlet
valve body of Tank No. 2 58365.56 Qtls of Molasses were
lying in the open surface on sandy soil. The said quantity of
Molasses involved Central Excise duty of Rs.45,08,739.51 /-,
Therefore, through an application dated 15/06/2008 made
under Rule 21 of the Central Excise Rules, 2002 address to
Commissioner Central Excise, Meerut-iI appellant sought
remission of duty of Rs,45,08,739.51/-. While the application
for remission was pending before the Commissioner, Revenue
issue Show Cause Notice to the appellant on 18/03/2009,
wherein it was alleged that it appeared to Revenue that
incidence took place due to negligence that the assessee failed
to get pressure of the tank checked properly and therefore,
appellants were called upon to show cause as to why Central
Excise duty amounting to Rs.45,08,739/- should not be
recovered from them under Section 11A of Central Excise Act,
1944, The said Show Cause Notice was adjudicated through
mmpugned Order-in-Original No. 16{Rem)/Comm/M-11/2011
dated 25/01/2011. The Original Authority has held that if the
regular examination was being done, the localized rupturing
would have been noticed and safety measures such as
empting the tank could have been taken by way of
transferring the same to Tank No. 1 where the molasses
stored were less than its total capacity and that the appellant
has never established that the impugned goods were not fit

for hurman consumption or marketable and, therefore,
N
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Original Authority has held that the appellant’s case was not
covered by the provisions of Rule 21 of Central Excise Rules,
2002. Through the  said Order-in-Original No.
16{Rem)/Comm /M-1I/2011 dated 25/01/2011 appellants
application for remission dated 15/06/2008 was rejected and
demand of Central Excise duty amounting to Rs.45,08,739/-
was confirmed. Being aggrieved by the said order appellant is
before this Tribunal.

3. Heard the Id. Counsel for the appellant who has
submitted a paper book containing application for remission
of duty and the report issued by National Sugar Institute,
Kanpur. He has submitted that the report regarding bursting
of the said valve dated 14/08/2008 given by National Sugar
Institute, Kanpur pointed out the probable reasons for failure
of cutlet discharge valve was that the Molasses tank was filled
upto the height of 9.37 meler and therefore, hydrostatic
pressure was created on the inner side of the said valve and
that the thickness of valve body varied from 8.4 MM to 12.2
MM and therefore, the valve body was subjected to differential
presourc which resulted in ruptute of valve body initially at
least thickness area which ultimately resuited in complete
breaking from the reot of said valve body since valve was of
cast iron and further stated that the cumulative effect of the
said two conditions might have resulted in bursting of the
said valve. He has further relied on observations of Hon’ble

President of this Tribunal in the case of U, P. State Sugar
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4 Ix. Appeal No, 1169/11

Corporation Ltd. Versus Commissioner of Central Excise,
Meerut-1 reported at 2014 (302) E.L.T. 249 (Tri. ~ Delhi} and
submitted following observations of President of Tribunal “As
regards the plea that the accident was avoidable it is suffice
to say that every accident is on account of lack of precaution
onn the part of the personnel responsible for avoiding such
incident. Nobody deliberately would indulge in an exercise
which may result in huge loss. Therefore, we are of the view
that interpreting Rule 21 of the Central Excise Rules, 2002
the authorities are required to be liberal otherwise restrictive
construction to Rule 21 would make it inoperable and
redundant. In our aforesaid view, we are supported by the
judgment of Hon’ble Rajasthan High Court in the matter of
Union of India Versus Hindustan Zinc Ltd.” {reported at 2009
(233) E.L.T. 61 {Rajashtan)]. He has further argued that the
observation of 1d. Commissioner that it is not established that
the impugned goods were not {it for human consumption or
marketable are unreasonuble and stated that the said
observation of Commissioner that the appellant could not
establish that goods on which remission were sought were not
marketable is contradictory to the facts stated in Para 4 of the
said Show Cause Notice dated 18/03/2009,

4. Heard the Id. A. R. for Revenue, who has supported the
impugned Order-in-Original No. 16{Rem)/Comm /M-1I/2011

dated 25/01/2011.
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5. Having considered the rival contentions and on perusal
of the facts on record, the issue to be decided by me is,
whether the said remission application dated 15/06/2008
merits consideration under provision of Rule 21 of the Central
Excise Rules, 2002. The admitted facts are that due to the
bursting of outlet valve of Tank No. 2 on 08/04 /2008
58365.56 Qtls of Molasses was lying in the open surface on
o
sandy soil around the tank. Sajc}:’_zl of the Central Excise
Rules, 2002 provides for remission of duty where the goods
have been lost or destroyed by natural causes or by
unavoidable accident or are claimed by the manufacture as
unfit for consumption or for marketing, at any time before
removal. | find from Para 4 of the said Show Canuse Notice
that Revenuc has admitted that the said quantity ot Molasses
have become unmarketable. Now, the only issue is to he
decided by me is whether the issue is covered by provisions of
said Rule 21. The parameters for such interpretation have
been laid down by Hon’ble President of CESTAT in the said
case of U. P. State Sugar Corporation Ltd. (supra) wherein he
has held that nobody deliberately would indulge in an
exercise which may result in huge loss and that the view
while interpreting Rule 21 of the Central Excise Rules, 2002
the authorities are required to be lberal and that the
restrictive construction to Rule 21 would make it inoperable
and redundant. Therefore, 1 find that the present case is fit

for remission of duty under Rule 21 of the Central Excise
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Rules, 2002, Therefore, I set aside the impugned Order-in-
Original wherein the remission application was rejected and
duty demand was confirmed along with interest thereon. I,
therefore, hold that the impugned Order-in-Original set aside
and appeal is allowed. The appellant shall be entitied for

consequential relief, as per law.

(Dictated and pronounced in Court)

Sd/-
{ANIL G. SHAKKARWAR)
Member(TECHNiCAL)
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