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 The present appeal is against the Order-in-Appeal No. 255/2008 dated 

29/08/2008. The appellant is engaged in the manufacture of Digital Panel 
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Meters, Energy Meters falling under Chapter 90 of the Central Excise Tariff 

Act. During the period under dispute i.e. 2002-03 to June 2006, the 

appellant cleared their meters to their showroom as well as service centres 

for demonstration as well as for replacement. At the time of clearance of 

such meters, since there was no sale, the central excise duty was paid in 

terms of Rule 8 of the Central Excise (Valuation) Rules by adopting the value 

as 115% of the cost of manufacture of said goods. The Department however 

was of the view that the duty is required to be paid on the basis of 

comparable goods and accordingly differential duty was demanded along 

with interest and penalties by the authorities below. Aggrieved by the 

impugned order, present appeal has been filed. 

 

2. With the above background, we heard Shri Raghavendra, learned 

advocate representing the appellant as well as Dr. J. Harish, representing 

Revenue. 

 

3. It is the submission of the learned counsel that the central excise duty 

on goods which are cleared to their own show-room is required to be done 

on the basis of Rule 8 as per CBEC circular dated 01.07.2002 (Question No. 

13). It is his submission that the duty has been paid accordingly and the 

same finds approval in many of the Tribunal decision viz. Commissioner of 

Central Excise Vs. Aquamall Water Solutions Ltd. - 2008 (223) E.L.T. 385 

(Tri.-Bang.). He further clearly admitted that the CBEC had issued a revised 

clarification dated 25.04.2005 in which a clarification on the same question 

as in the previous circular was changed and it was opined by CBEC that in 
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the case of free sample the value should be determined under Rule 4 of the 

Central Excise Valuation Rules, 2000. He also submitted that the demand is 

hit by time-bar. 

 

4. The learned DR on the other hand justified the impugned order. He 

submitted that after the issue of revised clarification by CBEC dated 

25.04.2005, the stand of the Department is correct. He also relied upon the 

decision of the jurisdictional High Court of Karnataka in the case of 

Kennametal India Ltd. Vs. Union of India - 2016 (344) E.L.T. 179 (Kar.). He 

submitted that both the two circulars have been considered by the Hon’ble 

High Court and it has been decided that the duty payable on goods cleared 

as samples are required to be done in terms of Rule 4 of the Valuation Rules. 

 

5. After hearing both sides and on perusal of record, we find that the 

CBEC vide its revised clarification dated 01.07.2002 had clarified in question 

13 that the duty is to be paid in terms of Rule 8 of the Valuation Rules. 

However the same has been subsequently revised vide Notification dated 

25.04.2005 in which it has been specified that the valuation of samples can 

be done in terms of Rule 4. We find that the revised CBEC circular along with 

old one has been elaborately considered by jurisdictional Karnataka High 

Court and it has been decided by the Ho’ble High Court for the valuation of 

samples cleared for partly and demonstration may be correctly done in 

terms of Rule 4 of the Central Excise Valuation Rules. We find the same 

stand has been adopted by the authorities below and we find no reason to 

interfere with the same.  
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6. The issue of time-bar has also been discussed by the authorities 

below. In the impugned order it has been recorded that the appellant after 

shifting the unit to the present jurisdiction has failed to give information 

regarding goods cleared for replacement by adoption of value as per Rule 8 

of the Valuation Rules. We are in agreement with such finding of the 

impugned order. We find no reason to interfere with the impugned order the 

same is sustained and the appeal is dismissed. 

(Order Dictated in Open Court on 08/02/2018) 

 

(V. PADMANABHAN) 
TECHNICAL MEMBER 

(JUSTICE (DR.) SATISH CHANDRA) 
PRESIDENT 
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