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These two appeal s are directed against a conmon
j udgrment of the Central Excise and Gol d Control Appellate
Tri bunal, New Del hi, (in short the ' CEGAT ). Respondent
(hereinafter referred to as the 'assessee’) preferred the appeal s
bef ore the Tribunal agai nst a common order dated 31.3.1997
passed by Commi ssioner of Central Excise, New Delhi (in short
the ' Comm ssioner’). The issues involved in the appeals were
(a) the valuation of "packaged type Air Conditioner"™ and (b)
whet her the extended period of limtation is invokable in
demandi ng duty. The basic facts in a nutshell are as foll ows:

The respondent is engaged inter alia in the manufacture
of, inter alia, package type Air Conditioners falling under Tariff
[tem No. 29-A of the erstwhile Tariff and Chapter headi ng
No. 84. 15 of the Central Excise Tariff Act, 1985 (in short the
"Tariff Act’). According to the appellant, the respondent was
selling the air conditioners by assenbling the same at site
t hrough orders procured from various authorities by way of
Tenders/ Contracts. The Contracts /Tenders entered into by
the assessee are broadly divided into nine conponents:

Conpr essors

Accessori es

Punps

Cool ing Towers

Hum dification & heating etc.
Ducting materia

Pl unmbi ng materia

Cvil Wrk

El ectrical materia

CONoORWNE

Undi sputedly, the respondent was filing its price list in
respect of conpressors and assessories i.e. ItemNos.1 & 2 as
not ed above. Premni ses of the respondent, where activities were
being carried on, was visited by Central Excise Oficers on
7.3.1987. Certain records were exam ned. Concerned officers
were of the view that there was evasion of duty by m s-

decl arati on. Respondent had cleared the air conditioners

wi t hout paynent of duty by taking the plea that packaged type
air conditioners were being cleared in a knocked down
condition and were assenbled directly at site and were not
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therefore assessable as air conditioners. Show cause notice
was i ssued on 12.10.1988 for assessnment years 1984-85,
1985-86 & 1986-87 (part period).

On 28.3.1989 the officials again visited the prem ses and
found that the respondent was continuing to clear the goods
and was not correctly working out the duty payable. The
second show cause notice was issued for the period covering
assessment year 1986-87 (residual part), 1987-88 and 1988-

89. The extended period under proviso to Section 11(A) of the
Central Excise Act, 1944 (in short the 'Act’) was invoked. After
consi deri ng these subm ssions made by the respondent, these
two show cause notices were adjudi cated and duty demand of

Rs. 12, 20,936/- was confirnmed and penalty of Rs. 1, 00, 000/ -
was i nposed in respect of first show cause notice. For the
subsequent show cause notice a duty demand of

Rs. 2,779,169/ - was confirmed and penalty of Rs.30,000/- was

i nposed. Respondent preferred appeals before CEGAT. By a
comon or der, CEGAT remanded the matter to the

Conmi ssioner for fresh consideration with regard to val uation
rate of duty and limitation. On fresh adjudication on
31. 3. 1997 Conmi ssioner noted that the respondent had

wongly filed the price list in Part | on the issue of valuation
Qut of nine itenms, i'n respect of two items there was no

di spute. Conmi ssioner excluded the valuation of the civi

work fromthe assessabl e value. Demand of Rs.9, 34,179/-for
the consolidated period was confirmed and penalty of

Rs. 2, 00, 000/ - was inmposed under Rules9(2), 173 Q and 226

of the Central Excise Rules, 1944 (in short the 'Rules’). The
order was chall enged by the respondent before the CEGAT.

Wt hout discussing in respect of the individual itens, the

Tri bunal allowed respondent’s appeal relying on a decision of
this Court in PSI Data System Ltd. v. CCE [1997(89) ELT 3
SCJ]. It however, held that the extended period of linitation
was to be applied. It was noted that in respect of the first
show cause notice dated 12.10.1988 that since the copies of
the contract were not furnished along with price list which
were filed in Form | and not in Formll which is neant for the
contract prices, Departnment was not aware of the existence of
the contract. |In respect of second show cause notice, it was
hel d that the respondent had not refuted the finding of the
Conmi ssioner to the effect that goods were cleared w thout the
cover of the excise docurment and without entering themin the
Statutory records. Therefore, it was held that the extended
period of limtation was avail able. But since it held that
because of disputed itens were not to be included,

adj udi cating authority has to work out the assessabl e val ue
with a view to determ ne whether any duty is to be demanded
fromthe respondent. |If any duty was to be demanded, t he
amount of penalty was to be worked out at the discretion of
the Collector to be inposed.

In support of the appeals, M. A K Ganguli, |earned Sr

counsel submitted that PSI’s case (supra) was not applicable

to the facts of the present case. CEGAT even did not analyse
the factual position and there was no di scussion as to why the
articles covered under various itens were not to be reckoned

to work out the assessable value. It has also not been decided
as to which of the itens can be ternmed as "assessories" and

whi ch can be terned as "conponents”.

Learned counsel for the respondent on the other hand
submitted that the CEGAT had taken into account the broad
features and had rightly decided that the valuation of the
items in question were to be excluded. It was further
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submtted that the CEGAT's view about linmitation is not

correct.

In Black’s Law Dictionary (5th Edn. p. 13) 'accessory’ has

been defined as anything which is joined to another thing as

an ornanent, or to render it nmore perfect, or which

acconpanies it, or is connected with it as an incident, or as
subordinate to it, or which belongs to or with it, adjunct or
acconpani nent, a thing of subordinate inportance. Aiding or
contributing in secondary way of assisting in or contributing
to as a subordinate is the essence on the basis of which it can
be deci ded whether an article is an accessory or not. Whet her

an article or part is an accessory cannot be decided with
reference to its necessity to its effective use of the goods to w
which it is joined as a whole. Ceneral adaptability may be

rel evant but may not by itself be conclusive. Take for instance
stereo or air-conditioner designed and manufactured for

fitment in a notorcar. It would not be absolutely necessary or
general I'y adapted. But when they are fitted to the vehicle,
undoubt edl'y it would add confort or enjoynent in the use of

the vehicle. Another test may be whether a particular article or
articles or parts, can be said to be available for sale in an
aut onobi |l e market or shops or places of manufacture; if the
dealer says it to be available certainly such an article or part
woul d be manufactured or kept for sale only as an accessory

for the use in the notor vehicle, OF course, this may not also
be a conclusive test but it is given by only way of illustration
It may be noted that sonme of the parts, in the case of a notor
car like axle, steering, tyres, battery etc. are absolutely
necessary accessories for the effective use of the notor vehicle.
(See Mehra Brothers v. Joint Commrercial O ficer Mdras

(1991) 1 SCC 514).

In the absence of any definition of the term "conponent

parts" it is permssible to refer to the dictionary neaning of the
word "conponent”. According to the Wbster Conprehensive
Dictionary, International Edition the word 'conponent” |inter

alia nmeans a constituent part. (See Star Paper MIls Ltd. v.
Col l ector of Central Excise (1989) 4 SCC 724).

By way of exanple, a spare part is a replacenent part to
repl ace a damaged or worn-out component but it is,
nevert hel ess, a conponent part. In such cases, "Conponent”
was the genus and 'spare’ was a species thereof; it was a
conponent which was used for replacenent. (See Hi ndustan
Sanitaryware & Industries Ltd. & Lakshm Cenent v. Collector
of Customs, Calcutta (2000) 10 SCC 224).

A bare reading of the CEGAT' s order makes the position

clear that it has not anal ysed each itemindividually.” /It has
al so not indicated howthe ratio in PSI's case (supra) has any
rel evance. The sane was rendered in entirely different factual
scenario. A judgnment should be understood in the Iight of
facts of the case and no nore should be read into it than what
it actually says. It is neither desirable nor perm ssible to pick
out a word or a sentence fromthe judgnent divorced fromthe
context of the question under consideration and treat it to be
conpl ete | aw deci ded by this Court. The judgnment nust be

read as a whol e and the observations fromthe judgnent have

to be considered in the Iight of the questions which were
before this Court. (See Mehboob Dawood Shai kh v. State of

Mahar ashtra (2004 (2) SCC 362). CEGAT has al so been not

anal ysed the respective stand of the appellant and the
respondent on the issue of limtation elaborately. Various
docunents were pressed into service by the parties in support
of their respective stand. The rel evance of these docunents




http://JUDIS.NIC IN SUPREME COURT OF | NDI A

Page 4 of 4

has not been exam ned in detail by CEGAT.

In the aforesaid circunstances we deemit proper to remt

the matter to CEGAT to consider the stand of the revenue as
regards the disputed items and deal with the itens

i ndividually and al so examine the rival stand on the question
of limtation. Let the exercise be done at the earliest as the
matter is pending since |ong.

Appeal s are accordingly di sposed of with no orders as to
costs.




