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CUSTOMS, EXCISE AND GOLD (CONTROL) APPELLATE TRIBUNAL
NEW DELHI:

No.E/C0/104-105 /200N () S "o EAdds/2000-n  (SH)

(Arising out of Order-in-Appeal No. 2257/CE/CHD/99 dt.
23.12.99 passed by the Commissioner (Appeals) Central
Excise, Chandigarh)

C.C.E. Chandigarh-I + » Appellants

(Rep. by Shri M.D Singh, SDR)
VS.
M/s. Hemkunt Iron & Steel (P) Ltd. .. Respondents

(Rep. by Shri Gagan Kohli, Advocate)

DOH: "11.10.2000

/“‘:"NA'C, Order No. A:/AB&/Q,‘!WB C{/%ftl: 2. 4. 2e=]

Per K.K. Bhatia, Member (T):

The facts in this case are that the appellants
M/s. Hemkunt Iron & Steel (P) Ltd. manufactured other
Alloy Steel Ingots falling under Heading 7224.00 of the
schedule to the Central Excise Tariff Act, 1985. Their
premises were visited by the Central Egcise Officers on
11.11.95 and it was found that they were receiving Steel
scrap from M/s. Ginvic Steel (P) Ltd. under the cover of
challans under Rule 57F(3) of the Central Excise Rules,
1944 and manufacturing ingots from such scrap. These
ingots were sent back under the cover of the same
challan; without payment of duty. They charged only job
charges from M/s. Ginvic Steel (P) Ltd. On verification
of their stocks, it was found that 42 pieces of ingots
weighing 6.827 M.Ts valued at RS5.1,63,848/- were lying
unaccounted without their being reflected in the RG.1
Recister of the party. The RG.1l Register itself was
written only upto 30.10.95. It was further observed that
M/s. Hemkunt Iron & Steel (P) Ltd. had received 85.565
M.Ts of scrap valued at Rs.7,23,346/- since the start of

the factory from 24.8.95 from M/s. Ginvic Steel (P) Ltd.
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under the cover of the challans issued under Rule 57F(3)

and had returned 67.214 M.Ts of ingots valued at

Rs.15,38,572/— to M/s. Ginvic Steel (P) Ltd.

Consequently, the aforesaid 42 pieces of ingots were
seized and the party was issued a Show Cause Notice dt.
1.2.96 calling upon them to show cause why 42 pieces of
ingots weighing 6.827 M.Ts should no£ be confiscated
under Rule 173Q and why the duty amounting to
Rs,.,2,30,786/- should not be recovered from them in
respect of 67.214 M.Ts of ingois cleared by them without
payment of duty manufactured from the steel scrap
received from M/s. Ginvid Steel (P} Ltd. on job work
basis. They were alsc asked to show cause why penalty
should not be imposed on them under Rules 9(2), 173Q and
226. 1In the same Notice, M/s. Ginvic Steel (P) Ltd. were

called wupon to show cause why Central Excise duty

- amounting to Rs. 1,08,502/- should not be recovered from

them‘wbich they had not paid on the steel scrap cleared
by themvwithout payment of duty and why penalty should
not be imposed on them. On receiving the replies from
the respective noticee parties and on hearing them, the
Dy. Commissioner of Central Excise, Chaﬁdigarh vide his
Ordef dt. 10.9.96 dropped the proceedings ‘initiated
égéinst the two parties. The Dy. Commissioner in his
order observed that M/s. Hemkunt Iron & Steel (P} Litd.
had manufactured the seized ingots from the raw material
received by them from M/s. Ginvic Steel (P) Ltd. under
Rule 57F(3) challans. It is stated that the raw material
had been supplied by M/s. Ginvic Steel (P} Ltd. under
Rule 57F(3) after obtaining the permission from their
jurisdictional Asst. Commissioner  and they also

maintained proper record of the same under Annexure-IV
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Register. He further observed that M/s. Hemkunt Iron &
Steel (P) Ltd. had contended thal the 42 ingots were the
production of the unit from 10.11.95 to 11.11.95 and this
very fact had been mentioned in the statement
dt. 11.11.95 recorded from Shri Roop Lal Mehta,
authorised signatory of the party. Therefore, he
observed that there was no justification to confiscate
the same under Rule 1730Q. As regards the recovery of
duty on 67.214 M.Ts ingots already cleared, he observed
that the same were manufactured on job work basis and
cieared to M/s. Ginviec Steel (P) Ltd. under challans
without payment of duty under Notfn.. No.214/86-CE as
amended. He observed since theAparty had folliowed the
procedure under Rule 57F(3) read with Notfn. No.214/86-
CE, there was no duty recoverable from them on the s&id
gooés under Rule 9(2). He adopted the same arguments for
dropping the demand of duty of Rs.1,08,502/-~ made on M/s.

Ginvic Steel (P) Ltd.

2. Not satisfied with the above order passed by'the
Dy. Commissioner of Central BExcise, Chandigarh, the
Department filed an appeal before Commissioﬁer (Appeals),
Chandigarh. The Commissioner (Appeals) in his order
dt. 23.12.99 observed that since the removal of inputs as
well as intermediate produéts for specified purpose under
Rule 57F(3}) and Notfn. No.214/86-CE (N.T) dt. 25.3.86
were permitted without payment of duty, the clandestine
removal without payment of duty is of no consequence. He
relied on the decision of Madras High Court in the case
of M/s. DCW Ltd. vs. Asst. Commissioner reported in 1996
(88) ELT 31 (Mad) wherein it has been held that penalty
is not leviable for a mere procedural lapse in the

absence of intention to evade duty. In the instant case
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goods are exempted from payment of duty by virtue of
provisions of Rule 37F(3) and Noifn. No.214/86;CE(N.T)
dt. 25.3.86. With this observation, he upheld the order
passed by the lower authrity and dismissed the appeal of

the Department.

3. The present appeal is against the above oider of
Commissicner (Appeals). I have heard Shri M.D. Singh,
SDR for the appellants and Shri Gagan Kohli, Advocate for
the Respbndent. It is contended on behalf of the Revenue
that since the start of ithe facory of M/s. Hemkuné Iron &
Steel (P) Ltd. from 24.8.95, they received 85.565 M.Ts
steel scrap valued at RS.7,23,346/— from M/s. Ginvic

teel (P) Ltd. under the cover of challans issued under
Rule 57F(3) and had returned to them 67.214 M.Ts ingots
valued at Rs.15,38,572/- without payment of duty whereas
both of these items were vrequired Lo be cleared on
payment of appropriate duty. It is contended that steel
ingots could not be got manufactured on job work basis

under Rule 57F(3) by supplying raw material (i.e., steel

scrap) because in such case, entirely distinct dutiable

product commercially known as steel ingots classifiable
under sub-heading 7224.00 emerges. Steel ingots
manufactured cannot be treated as_intermediate p;oduct
for the manufacture of Alloy Steel forgings falling under
sub-heading 7228.40 because the two are distinctly

classifiable under different sub-headings. Therefore, it

1s contended that the clearance of steel scrap by the

party No.2 to Party No.l without payment of proper duty

and clearance of steel ingots by the Party No.l to the

Iparty No.2 without payment of proper duty is in violation

of the provisions of Central Excise law. The 1d. Counsel
for the Respondents; on the other hand submitted that the

steel scrap was not subjected to any duty and the
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heépondents had taken no modvat credit on them.

‘Therefore, the clearance of such scrap under Rule 57F(3)

by no stretch of imaginations could be subjected to any

daty. I have considered these submissions. I find no

force in the contention of the Revenue. Admittedly in

terms of provisions of Rule 57F(3), the raw material

could be sent to the job worker and the products so

. manufactured by the job worker could be returned to the
‘raw material supplier without payment of duty in terms of

the provisions of this Rule read with Notfn. No.214/86-

CE(N.T) dt..25.3.86. BAs already observed in 'the Ordar-
in-Original passed by the Dy. Commissioner of’ Central
Excise, M/s. Ginvic Steel (P) Ltd. — the raw material
supplier had taken due permission from the Central Excise
authorities to send the steel scrap to its 7job .worker
without payment of duty and to receive back steel inéots
manufactured by the job worker and to use the same for
further manufacture of the steel forgings. 1In Lhis view
of the matter, there is no violation of rules cémmitted
by either of the two noticee parties. The appeal of the
Revenue is therefore, without any basis and same is
accordingly dismissed upholding the orders passed by the

lower authorities.

(K.K. Bhatia)
Member (Technical)

MS.
23.01.01
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