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Thi s appeal under Section 35(L) of the Central Excise &
Salt Act, 1994 (hereinafter referred to as ‘the Act’) is
brought by the appellant-assessee on being aggrieved by the
deci sion rendered by the Custons, Excise and Gold (Control)
Appel l ate Tri bunal (CEGAT for short) dism ssing t he
assessee’s appeal against the orderin original passed by
the Collector of Central Excise, Bol pur

A few relevant facts |eading to this appeal deserve to
be noted at the outset. The  appellant, Steel Authority of
India Ltd. is a wholly owned Governnent of |ndia Conpany.
The appel | ant -conpany has several steel plants and Durgapur
Steel Plant (DSP), situated at Durgapur in Wst Bengal, is
one of the integrated steel plants of the appell ant-conpany.
DSP manufactures pig iron, steel ingots and several stee
products. These products of DSP prior—to 1983 were
classified under the erstwhile Tariff Itens 25, 26 and 26AA
The appel | ant -conpany has been paying excise duty on these
items under reference follow ng the principles of "later the
better”. The appropriate central excise duty was deterni ned
and paid on iron and steel products, when cleared. The
evidence led by the appellant expl ai ned the | process of
production. That in the integrated steel plant of the
appel | ant - conpany at Durgapur the process of production is
as under| -

Iron ore

Sinter

Li nest one put into Bl ast

Manganese O e Fur nace

Dol ami te

BHQ

Molten iron is produced in the blast furnace. Mlten
iron goes to steel furnaces of steel nmelting shop (SMS)
directly and other ingredients are mxed. The product from
SM5 is steel. In other words, iron is converted into stee
in SM5. Raw materials like iron ore, sinter, coke |imnmestone
etc. are fed into blast furnace which produces pig iron. At
this stage, the nolten netal is called pig iron. Once this
nmolten nmetal is fed into steel naking furnace which produces
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steel, the produce which cones out, out of the steel nelting
shop (SMS) is known as steel and not iron and will fall into
Tariff Item 26. It is only when the steel ingots are
further processed and the various products |like structurals,
rails, wire-rods, etc. are produced, they would cone under
Tariff Iltem 26AA. According to the appellant, the stee
nelting scrap is specifically covered under Tariff Item 26
and once a produce cones out of SM5, it is known as stee
and not iron. In the process of production of steel at SMS
sone scrap arises which is known in the industry as ‘stee

melting scrap’. While nost of this steel nelting scrap is
captively consuned by DSP itself, a small portion is also
sol d to other steel plants nanufacturing steel ingots,

steel casting and sem -finished steel wth the aid of
electric furnace. The procedure set out in Chapter X of the
Central Excise Rules, 1994 is followed while selling the
steel nelting scrap which is cleared at nil rate of duty.

It"'is the case  of the | appellant-conpany that the
clearance of ~steel nelting scrap was being done in
accordance with Chapter X of the Central Excise Rules and
the said Clearance was governed by the terns of Notification
No. 150/ 77 dat ed 18.6.1977 as amended by Notification
No. 209/ 77 dated 2.7.1977. This practice of renoval of stee
nmelting scrap as per the procedure laid down by the
aforesaid notification was being followed by the appellant-
conpany since the /date of the said notification i.e.
18.6.1977.

The facts |leading to the present proceedi ngs stem out
of the show cause notices issued to the appellant-company by
the Superintendent of Central Excise, Durgapur.  The first
show cause noti ce dated 21.11.1980 alleged ‘that the
appel | ant - conpany had not paid duty on the iron contained in
crude form in ‘steel nelting scrap’ - It was alleged in the
said show cause notice that as per Tariff Item25 iron in
crude form attracted central —excise duty @ Rs.70/- per
metric ton and there was no cl ear exenption from payment of
duty on iron used for manufacturing of steel ingots and
steel nelting scrap. That Notification No. 18/71-CE dated
27..3.1971 provided a set off of duty paid on iron in crude
formagainst the duty payable on 'steel ingots and stee

nelting scrap. It was further alleged in the -show case
notice that since specified steel nelting scrap chargeable
tonil rate of duty, the question of set off of duty on

steel nelting scrap cleared w thout paynent of duty, was
chargeabl e. The aforesaid notice was in -respect of the
period from 12.12.1977 to 30.9.1980. On simlar terns
anot her demand notice was issued for the period from Apri
1981 to Cct ober 1981. The total duty so demanded was about
Rs. 25.50 | akhs. The appel | ant-conpany submitted replies to
the said show cause notices and pointed out that the notices
were msconceived and the demands rai sed wer e not
sust ai nabl e. The Coll ector of Central Excise by his order in
ori gi nal dat ed 9. 6.1987 confirmed t he demand of
Rs. 25,50,593.87 on iron in crude formused by the appellant-
conpany in nmanufacture of 34,346.327 nmetric tons of stee
nelting scrap which had been cleared w thout paynent of
duty.

The appel | ant - conpany bei ng aggri eved by the aforesaid
order of Collector of Central Excise, Bolpur, carried the
matter in appeal before the CEGAT, New Delhi. The said
appeal was partly allowed by the CEGAT by its order dated
21.12.1990 whereby the CEGAT quashed the demands in respect
of the period prior to 6 nonths of the issue of the
respective show cause notices dat ed 21.11.1980 and
23.11.1981 on the ground that for earlier period notices
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were tinme barred. However, the CEGAT upheld the denand of
the departnment for duty for the period of 6 nobnths conputed
backward from the dates of the respective show cause
notices. As per the aforesaid order of the CEGAT, tota
demands covered by both the notices worded out to about Rs.6
lakhs. It is the aforesaid order of the CEGAT that has been
brought on the anvil of scrutiny of this Court in the
present appeal

RI VAL CONTENTI ONS :

Learned counsel for the appellant in support of the
appeal submitted that the CEGAT had patently erred in
uphol di ng the demands for duty payable on iron in crude form
which had already resulted into duty paid steel ingots
manuf actured by the appellant out of the said crude iron
That steel nelting scrap which resulted in the process of
manuf acture of steel -ingots fromcrude iron was purely a by-
product which was already exenpted and bore nil duty on
account  of Notification dated 18.6.1977 being Notification
No. 150/ 77. That integrated steel plant |ike DSP was neant to
produce pig iron and various steel products but not scrap
Scrap was not -a consci ous production. That the iron in crude
formwhich had not borne duty at the tinme of its production
had already resultedin the manufacture of duty paid stee
ingots. Even in the Iight of Notification No.18/71-CE dated
23.3.1971 full excise duty was paid by the appell ant-conpany
on the steel ingots which were the ultimte product
manuf actured by the appellant by utilising the entire input
of iron in crude form Hence, evenif set off of duty on
utilised iron crude form was not avail able as duty was not
paid at the relevant  time when iron in crude form was
manuf actured, save and except denanding full  duty on
manuf actured steel ingots, there would remain no occasion
for the revenue to bring to tax the very sanme utilised iron
in crude formwhich during the process of manufacture of the
final product of steel ingots mght have resulted in a by-
product |ike steel melting scrap which in its turn was fully
exenpted from the excise duty because of Notification No.
150/ 77. According to the |earned counsel for the appellant,
the inmpugned notices of demand and the final® order of
adj udi cation even for a period of six nonths imediately
precedi ng the inpugned show cause notices were ex facie
unaut hori sed and not sustainable in | aw.

Learned counsel for the revenue, on the other hand,
submitted that at the tinme when the input of crude iron i.e.
pig iron was produced, no duty was paid by the appellant.
The said input was utilised by the —appellant for
manuf acturing two excisable items, nanmely, (i) steel ingots
and (ii) steel nmelting scrap though an excisable item did
not bear any duty in view of the exenption Notification
No. 150/ 77. Consequently, the input of pig iron to the
extent to which it resulted into the final product of stee
nmelting scrap remained |liable to pay excise duty as no fina
duty on st eel mel ting scrap was avail abl e f or
proportionately setting off duty payable on the input to the
extent of which it had resulted in the manufacture of stee
nelting scrap. It was submitted that steel nelting scrap was
itself an excisable item which had a market of its own and
was not |ike a by-product which had no val ue what soever and
was not exigible to central excise. Consequently, when the
final product of steel nelting scrap had not borne excise
duty because of the exenption notification, as aforesaid,
the non-duty paid input which was enbedded in it, which in
its turn was exigible to tax had to be brought tax when the
final product steel nelting scrap got cleared and that is
preci sely what the demand notices sought to do and hence the
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adj udi cation order was correctly passed by the CEGAT.

Havi ng given our anxious considerationto the riva
contentions, we find that the CEGAT has patently erred in
sustai ning the inpugned denmands of excise duty even for the
period of six nonths prior to the dates of respective show
cause notices. At the outset, we may note that it is not in
di spute between the parties that the appellant whichis a
whol Iy owned Governnent of India conmpany, in the process of
manuf acturing the final product at its Durgapur Steel Pl ant
produces as an input for captive consunption nolten netal
called pig iron. This pigiron as an input results in
manuf acture of two excisable comodities, nanely, stee
ingot as well as nelting scrap. W may, for the purpose of
the present proceedings, proceed on the basis that stee
nelting scrap which gets manufactured is an excisable
comodity and has its own narket if not captively consumned.
However, the noot question renmains as to whether the input
of pig iron ultimately bears full burden of excise duty as
| evi abl e on the said pig iron at a stage when the said
input results into the final product. W nay note at this
stage that at the relevant tine, the tariff, item concerned
whi ch nmade the input of pig iron exigible to excise duty was
Tariff Item 25 and rate of duty was Rs.70/- per metric ton.
The final products which resulted by utilising this input,
as noted above, were steel ingots as well as steel nelting
scrap. Both of themwere covered by Tariff Item 26 and were
liable to tax @ Rs.350/- per netric ton. There was Tariff
[tem 26AA which dealt with iron or steel products which were
manuf actured by utilising steel melting scrap as an input by
the appel | ant - conpany and t hose steel products enunerated in
the said Entry 26AA were of various types and were liable to
bear excise duty as nentioned in the said tariff item The
short question for our considerationis whether pig iron in
crude form which was utilised as an input by the appell ant-
conpany in nmanufacturing the final products of steel ingots
and steel nelting scrap had been subjected to full paynent
of excise duty under Tariff Item 25, if not at an earlier
stage when it was manufactured, it least at a |atter stage
when it got enbedded in steel nelting ingots  and stee
nelting scrap. It has to be appreciated that it is not the
case of the department not is there anything on record to
indicate that out of the input of crude iron or pig iron, a
particular portion thereof was separately utilised by the
appel lant as an input for manufacturing steel ingots was in
uniform conposite and a conbined process. and-in the said
process of nmanufacturing steel nmelting scrap. In fact the
entire process of manufacturing steel ingots wasa uniform
conposite and a conbi ned process and in the said process of
manuf acturing of steel ingots the entire input of crude iron
got exhausted and utilised but in the very sane process two
commoditi es enmerged, nanely, steel ingot and steel nelting
scrap. There is a substance in the contention of the |earned
counsel for the appellant that the integrated steel plant
like DSP owned by the appellant was neant to produce pig
iron and various steel products. However, the process was
such that certain anount of scrap ari ses due to
technol ogi cal necessity and it was hot a conscious
production and, still it might be excise duty under the
concer ned Tariff Item 26. W are not concerned in the
present proceedi ngs with the taxability of the fina
product, the steel nelting scrap, as admttedly the said
steel nelting scrap as a final product is not liable to pay
any liable duty and is exigible to nil duty on account of
exenption Notification no.150/77 dated 1.6.1977. It is not
in dispute between the parties that steel nelting scrap




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

Page 5 of 9

which is the final by-product in the process of manufacture
of steel ingots undertaken by the appellant by utilising the
input of pig iron has earned full exenption from payment of
exci se duty wunder the aforesaid notification. In fact, that
is the very basis of the show cause notices. The depart nent
accepts that steel nelting scrap is not |liable to pay any
excise duty but its contentionis that the proportionate
i nput of pig iron which was enbedded in the said field fina
product and which by itself did not bear any duty earlier
though it was liable to pay duty under Tariff Item 25 had
escaped excise duty thereon. |If that is so, the question
remai ns whether the remaining and the main final product,
nanely, steel ingot, which was exigible to central excise as
per Tariff Item26 @Rs.350/- per netric ton and which had
utilised the sane input of crude iron, nanely, pig iron
could be said to have accounted for paynent of excise duty
on input of crude iron which was fully utilised by it when
it got manufactured in the steel nmelting furnace as a result
of the! same and uniform nmanufacturing process. The basis of
the i npugned show cause notices which in their turn got
upheld by the CEGAT to the extent of six nonths demands
prior to the dates of issue of these notices, being
Notification No.18/71 dated 27.3.1971 is, t her ef ore,
required to be reproduced. The said notification reads as
under | -
"18/71-CE dt. 27.3.71: In exercise as of the powers
conferred by Rule. 8(1) of the
Central Excise Rules, 1994, and in
supersesi on of the notification of
the Government of India in the
MF.(D.R & 1) No.67/78-CE dt.
30.3.68, the Central Covernnent
her eby exenpts
(a) steel ingots falling under Item No.25 of the First
Schedule to the Central Excise and Salt Act, 1944
(1 of 1944), and
(b) iron and steel products falling under Item No.26AA
of the First Schedul e
in which duty paid iron in any crude form
including pig iron, scrap. iron, molten .iron or
iron cast in any other shape or size, is used,
fromso nuch of the duty as is proved to have been
paid on the said iron in any crude form
(Provided that in relation to the exenption under
this notification the procedure ~set out the Rule
56A of the aforesaid rules is fol lowed)."

Now a nere look at the aforesaid notification shows
that it seeks to permit a set off of excise duty payable on
the final product manufactured by the appellant by utilising
the input of pigiron to the extent of the anount of excise
duty which mght have been paid by the assessee  on the
utilised input of pig which ultimately resulted resulted
into the final products. Those final products are ' either
steel ingots covered by Tariff Item 26AA. It is pertinent to
observe that the said exenption/set off notification does
not cover final product of steel nelting scrap nentioned in
Tariff Item 26 which obviously results as an unpl anned by-
product. Learned counsel for the respondent is right when he
contends that on the facts of the present case, the benefit
of the set off of excise duty payable on pig iron would not
be available to the appellant so far as its liability to pay
excise duty on the finished products was concerned as the
i nput of pig iron which enmerging by-product of steel nelting
scrap. In the absence of such bifurcation, the inpugned
noti ces would obviously result in double taxation on the
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i nput of pig iron which enbedded in steel ingots that becane

liable to bear full excise duty and for which there is no
di spute between the parties. As the process for
manuf acturing steel ingots by wutilising the input of crude

iron was a single wuniformprocess, such birfurcation even
ot herwi se was not possible even if it was so attenpted by
the respondent-departnent. The inpugned show cause notices
nake cl ear, in this connection, that they seek to |evy
basi c excise duty for the relevant period on the entire
input of pig iron by seeking to bring it to tax on the basis
of the entire output of steel nmelting scrap. In other words
notices seek to equate total quantity of steel nelting scrap
with the enbedded proportionate input of pigiron. This is
clearly inpermssible. It is obvious that steel nelting
scrap, as a final product, is exigible to nil rate of duty
as there is no dispute between the parties that it is fully
covered by exenption Notification No. 150/ 77 dat ed
18.6.1997. In fact, that is the very basis for the inmpugned
notices, as seen earlier. |If “that is so, the inpugned
notices indirectly seek to bring totax the entire quantity
of steel —nelting scrap resulted into steel ingots had not
already borne the excise duty under Tariff Item25 at the
time when it was manufactured. But the said fact does not
i mprove the case of the respondent-departnment any further
The reason is obvious. Even though such set off fromduty
payabl e on steel ingots as finished product @Rs.350/- per
netric ton as per Tariff Item 26 mght not be available to
the appel |l ant-conpany, still the —entire input of pig iron
which got wutilised by the appellant in manufacturing stee
ingots got reflected.in_ the full and final duty payable by
the appellant on the final product, which namely, stee
ingots. All that resulted was the deferred paynent of excise
duty @Rs.350/- per netric ton wthout any set off. That was
the only logical effect of the non-availability 'of the
benefits of Notification No.18/71 dated 27.3.1971. In the
absence of rel evant data being available or even tried to be
produced by the respondent-departnent on the record of this
case, it is inpossible to bifurcate and try to find out as
to what part of the input of pig iron resulted into the
manuf acturing of steel ingots and what part of the very same
input of pig iron got enbedded in the by treating it to be
resulting from the total input of pig iron, which directly
could not have been brought to tax. Once entire quantity of
steel nelting scarp is exenpted from excise duty as per
Notification of 18.6.1977, it is difficult to appreciate how
the very sane quantity of scarp can be taken as a basis for
levying tax on input of pig iron enbedded therein when
admttedly a substantial part of the very same input had
resulted in a different duty paid product, nanely stee
ingots and for manufacturing the same substantial quantity
of pig iron had stood utilised.

The npbot question that survives for our consideration
is as to whether the input of pig iron which itself was an
exigible cormodity as per Tariff Item 25 had been subjected
to the requisite excise duty by way of deferred paynent of
duty not at the time of manufacture of crude iron but at the
time when it got enbedded in the final product of stee
ingots. In order to answer this question, we nmay take a
single illustration. Let us assume that 100 metric tons of
iron in crude form i.e. pig iron mnufactured by the
appel lant at a given point of tine which was being utilised
by it in the wuniformnmanufacturing process for ultimtely
produci ng the steel ingots out of it. As per Tariff Item 25
the rate of excise duty was Rs.70/- per nmetric ton on pig
iron. Therefore, 100 netric ton of pig iron when
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manuf actured would have been |iable to pay excise duty of
Rs. 7,000/ -. woul d have been available to the appellant to be
adj usted against the final product, nanmely, the steel ingot

was cleared by it. For the purpose of this illustration, |et
us assune that by utilising 100 netric tons of pig iron, 90
metric tons of steel ingot and 10 metric tons of stee

nelting scarp energed. So far as 10 netric tons of scarp was
concerned, it was not exigible to excise duty payable
thereon as per Tariff Item26 was Rs. 350/- per netric ton.
Therefore, accordingly 90 netric tons of steel ingots would
have been required to bear total excise duty of Rs.31,500/-
(90 netric tons x Rs.350/-). Towards this total liability of
Rs. 31,500/- of excise ‘duty on the final product of the
steel ingots, the appellant would have been entitled to a
set off Rs.7,000/- in all as'it had utilised 100 netric tons
of pig iron as input for nmanufacturing this 90 netric tons
of steel ingots especially in the absence of there being any
bi furcation of the input of pig iron between the fina

enmer gi ng products, nanely, 90 netric tons of steel ingots on
the one hand and 10 netric tons of steel scarp on the other

But that woul d have been possible if the input of 100 nmetric
tons of pig iron had already been subjected to paynent of
excise duty at the time of cl earance for captive
consunption. Then in that case the net duty liability on 90
nmetric tons of steel ingots would have been Rs. 24,500/- only
(Rs. 31,500- Rs.7,000/-). However, the set off of Rs. 7,000/-
inall is not available to the appellant on the excise duty
payabl e on 90 netric tons of steel ingots as at the rel evant
time when the input of pig iron was manufactured, the same
had admttedly not borne any duty and the paynment of duty
was deferred. Therefore the notification No.18/71 dated
23.3.1971 could not be of any avail to the appellant. The
net result was that the appellant had to pay the full duty
of Rs.31,500/- on the 90 netric tons of steel ingots which
had utilised non-duty paid 100 metric tons of pig iron. In
the process the appell ant accounted for full duty payable on

steel ingots of 90 netric tons (i.e. Rs.24,500/- /and al so
accounted for full duty on the input of 100 netric tons of
pig iron i.e. Rs.7,000/-. A conj oi nt operati on of

Notification No.18/ 71 dated 23.7.1971 and Tariff item 26,
therefore, projects the following picture. Excise duty
payable on final output of steel ingots would work out to
Rs.350/- per netric ton consisting of Rs. 70/- per netric
ton being the duty on the enbedded input of pigironhad
suffered the octroi duty at the tine of its clearance for
captive consunption, the appellant woul d have been required
to pay only Rs.280/- per netric ton as excise duty on the
final product of steel ingots. On the other hand, if input
of pig iron had not borne such duty on its clearance for
captive consunption, and the duty thereon was deferred, the
steel ingots on clearance would bear full bear duty Rs.350/-
per metric ton which inits turn wuld result in deferred
payment of excise duty on input of pig iron on Rs. 70/- per
metric ton. Thus as per the illustration under
consi deration, if t he Noti fi cation No. 18/ 71 dat ed
23.3.1971 operated in the field, the departnent would have
got Rs. 7000/- by way of excise duty on the nanufacture of
input of pig iron of 100 metric tons when it was cleared for
captive consunmption and it would have got excise duty of
Rs. 24,500/- on 90 metric tons of steel ingots in the Iight
of the set off permissible under the said Notification i.e.
inall Rs.31,500/-. If the benefit of the said notification
was not available . As a matter of fact it is not available
as the input of 100 netric tons pig iron had not borne any
duty at the relevant tine and the departnment had pernitted
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the appellant to adjust it wultimtely at the stage of
manuf acture of final product of 90 netric tons steel ingots
which utilised the entire 100 netric tons of pig iron for
its production, in the absence of separate bifurcation, the
net result would still remain the same. Full excise duty of
Rs. 31,500/- on 90 netric tons of steel ingots @Rs.350/- per
nmetric ton wthout giving any benefit of adjustnment woul d
becone available to the departnent. In either case, the
appel l ant woul d be out of pocket to the requisite amunt of
Rs. 31,500/- by way of excise duty which would fully neet
the department’s demand of the full excise duty of Rs.
7000/ - payable on the total input of 100 netric tons of pig
iron. Wien the amobunt of excise duty so recovered on 90

netric tons of steel ingots which had exhausted the entire
pig iron, accounted for fully duty on the entire quantity of
input of pigiron, it is-difficult to appreciate as to how

the very same quantity ~of 100 metric tons of pig iron as
i nput can again be subjected to excise duty because a
further unintended product of 10 netric tons of steel scarp
also resulted fromthe very sanme process of nanufacture
undertaken by ~the appellant inits  steel naking furnace.
Consequently, it must be held that the inmpugned demands of
excise duty twice on the input of pig iron utilised by the
appel l ant in manufacturing the final product of steel ingots
and which in the /same process as a by-product of stee

ingots and which was fully exenpted fromexcise duty on
account of the concerned exenption notification

In this connection, we nmay note that the reasoni ng of
the CEGAT as noted  in paragraph 7 of the inmpugned judgnent
is clearly unsustainable. The  CEGAT has observed that in
this case steel nelting scarp falling under Tariff Item 26
has been cleared without paying the duty or follow ng the
procedure of Chapter X as stipulated in-Notification No.
150/ 77 dated 18.6.1977. It has been further observed that
the department was justified in recovering duty at the stage
prior to the last stage as in the |ast stage the produce,
i.e. steel nelting scarp is subject to nil rate of duty.
Wth respect, the error commtted by the CEGAT ‘is to the
effect that it had failed to appreciate that though duty on
the input of pigiron at prior stage was not paid, whol e of
that duty got paid on clearance of steel ingots which were
the main final product and the emergence of a m nor - by-
product like steel nelting scarp which mght have been
cleared on paynent of nil duty had no inmpact what soever for
enabling the department to once again bring to tax the sane
i nput of pig iron.

W may also note that the reliance placed by the
| earned counsel for the appellant on two decisions of this
Court in MS Swadeshi Polytex Ltd. vs. Collector of Centra
Excise[(1990) 2 SCC 358] and in Union of India & Ors, etc.
vs. Indian AlumniumCo. Ltd. etc. [(1995) Supp.- (2) SCC
465] may not be strictly apposite on the facts 'of the
present case as the by-products which were dealt with in
these cases were not excisable goods at all and had no
i ndependent market. 1In the present case even according to
the appellant steel nelting scarp had a narket val ue and was
capabl e of being sold outside if not captively consuned by
the appellant. In ground no.(v) B in the nmeno. of appeal the
appel l ant in this connection, has averred as under]| -

" Because Steel Melting scarp was

exenpted in terns of Notification

No. 150/ 77 dat ed 18. 6. 1977 upon

condi tions nentioned therein. The

condi tions having been fulfilled,

no central excise duty can be
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determi ned or demanded, on the said

‘steel nelting scarp’ when sold to

the steel plants following the

Chapter X procedure."

It, therefore, cannot be wurged by the |earned counse
for the appellant that steel nelting scalp was not an
exci sable compbdity or that it could not be sold in the
mar ket. Consequently, the aforesaid decisions cannot be
pressed in service by the appellant in the present case.
However as discussed earlier the inmpugned demand of duty on
the supposed enbedded input of pig iron which resulted into

the steel melting scarp were clearly unauthorised and
i nconmpetent. The appellant is entitled to succeed on this
ground alone. 1In the result, the appeal is allowed, the

judgrment and order of ~the CEGAT is set aside, the inpugned
demands pursuant to both -the notices dated 21.11.1980 and
23.11.1981 and the consequential adjudication thereon as
confirmed by the CEGAT are quashed and set aside. The
qguestion of refund of Rs. six lakhs deposited by the
appel | ant' pursuant to the order of the CEGAT will have to
be processed by the Collector of Central Excise, Bolpur in
accordance with law and-in the light of the decision of this
Court in Mafatlal Industries Ltd. vs. Union of India (1977
ELT 247). The proceedings for this aforesaid limted
purpose will stand restored to the file of the Collector,
Central Excise, Bolpur. Odered accordingly. In the facts
and circunstances | of the case, therewill be no order as to
costs.




