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SHOW CI'USE NOTICE

M./s. Indusffial Solvents and Chemical Prrt. Lrtd. (hereinafter referred to as 'M/s.

ISCPI' or 'the importer' for the sake of brevity)(IEC 0388042451), PIot No. 7906-?909 GIDC,

Ankleshwar, Gujarat-393002, is engaged in the import of Denatured Ethyl Alcohol (Ethanol)

through Piparzav (Victor) Port (NPAVI) and were classiffing the imported goods under the

CTH 22072000 for the benefit of lower rate of Basic Customs Duty (BCD) i.e. 2.5% by way of

incorrect availment of Sl. No. 107 of Customs Notification No. 50/201 7 dated 30.06.201 ? instead

of opting for 5Yo of BCD under Sl. No. 106 of the said Notification No. 50/2017 dated

30.06.201?as they are not using imported Denatured Ethyl Alcohol in manufacturing of

excisable goods. Vide One Hundred and First amendment of the Constitution dated

08.09.2016, List I of Seventh Schedule of the Constitution has been amended and definition of

'exeisable goods'have also been amended to define 'excisable goods'as the goods that have

been listed in Schedule Four of Central Excise Act 1944. As per amended definition of

excisable goods, (a) petroleum crude, (b) high speed diesel, (c)motor spirit (commonly

known as petrol), (d) natural gas, (e) aviation turbine fuel and (I) tobacco andtobacco products

are the only excisable goods. However, intelligence developed indicated that M/s.ISCPL are

not engaged in the manufacture of any of the "Excise Goods" as mentioned above but are

using the Imported Denatured Ethyl Alcohol in the manufacture of Di-Ethyl Sulphate and Di-

Ethyl Ether which does not fall under the category of excisable goods as defined above. Based

on the above intelligence, investigation was initiated by Officers of Jamnagar Customs

Commissionerate.

2. Investigaton

lMhereas it is a settled principle of law that exemption has to be construed strictly to ensure

that the object and purpose thereof is achieved. Wtren an importer wants to claim benefit of

an exemption Notification under the provisions of the Customs Act, then the onus is squarely



on them to prove that they fall within four corners of the said Notification; that the conditions,

if any, which are imposed by the exemption Notification have been fulfilled by them. An

exemption Notification must be interpreted in the light of the words employed byit i.e., by the

plain terms of the exemption.

2.1 Details of Investigation inifiated against M,/s. Induskial Solvents and Ghemical Rrt.
Ltd. (rscPL):

Based on Investigation carried out byJamnagar Commissionerate, it was observed that M/s.
Industrial Solvents and Chemical Rrt. Ltd., the importer of the denatured Ethyl Alcohol, had

availed an exempted rate of BCD at the rate of 2.5Yo as provided at Sl.No.l0? under Customs

Notification No. 50/2017 dated 30.06.201?. Upon verification of EDI data it was further

observed that M/s. Industrial Solvents and Chemical Rrt. Ltd. is a manufacturer of Di-Ethyl

Sulphate and Di-Ethyl Ether.It further appeared that the Denatured Ethyl Alcohol imported by
M/s. ISCPL, by a'vailing benefits under Sl.No.l07 of the Notification No.5O/2Ol?, was mainly

being used within the organic chemicals sector.

However, Sl.No.106 and 107 (for CTH 22072000 - Denatured Ethyl Alcohol/ Ethanol) of the

Customs Duty Exemption Notification No. 50/201Z-Cus dated 30.06.2017, governs the

exemption of Basic Customs Duty (BCD) on imports of Denatured Ethyl Alcohol (ethanol).

Under Sl.No.l06, which is a general entry for 'all goods', the BCD rate is 5oZ and the Sl.No.l07

prescribes the lower rate of duty for BCD at 2.5yo. However, the benefit of the reduced rate of

BCD as envisaged under Sl.No.l07 under Notification No. 50/201 7 is applicable only to those

importers who Import Denatured Ethyl Alcohol (ethanol) rfor use in manufacture of
excisable goods' subject to the importer following condition No.9 of the above said

Notification. The Condition No. 9 stipulates that the benefit is applicable subject to the

importer following the procedure as set out in the Customs [Import of Goods at
Concessional Rate of Dutyl Rules, 2017.

As mentioned above, the benefit of reduced rate of BCD as per Sl.No.l07 of the Customs

Notification No.50/2017 dated 30.06.2017 put into effect from 0l .07.2017 is applicable only

when the imported goods are used in the manufacture of "excisable goods". The Taxation

Laws Amendment Act,20l7 dated 04.04.2017 w.e.f.01.07.2017 prescribed that the goods

falling in the Fourth Schedule of the Central Excise Act, would only be eligible to Central

Excise Duty. The goods in the Fourth Schedule include petroleum crude, high speed diesel,

motor spirit (commonly known as petrol), natural gas and aviation turbine fuel and the same

fall into the category of 'excisable goods'. Whereas it appeared that the goods manufactured

by M/s. Industrial Solvents and Chemical Rrt. ttd. didnot fall under the category of "Excisable
Goods" as discussed above and therefore the claim of benefit of exemption under Sl.No.l0?

of the Customs Notification No.50/2017 dated 30.06.2017 availed by M/s ISCPL appeared to

be irregular.

2.2. In response to this office letter dated 22.04.2021, M/s ISCPL vide their letter dated

14.06.2021, submitted the import details of Denatured Ethyl Alcohol received by them from

01.07.2017 to 0l .02.2021 under Notification No. 50/2O17-Cus dated 30.06.2017 along with

description of goods manufactured by them after 0l .07.2017 i.e. introduction of GST Law, the

flow chart of manufacturing process and details of quarterly return flled by them. Accordingly,

a summons dated 25.08.?021(DIN No. 20210871MM0000665682) was served to the M/s ISCPL

for further investigation in the matter.



The excerpts of statement of Shri Satish Padmanabha Prabhu, Vice President-Exports of M/s

ISCPT Ltd., and Shri Sendhabhai I Prajapati, Production Manager of M/s ISCPL Ltd., are

reproduced below:

2.3 Statement of ShrisadshPadmanabhaPrabhu. Vice President-Exports of M,/s.
Industial Solvents and Chemical hrt. Lrtd..A+kleshwar

2.3.1. Statement of Shri Satish Padmanabha Prabhu was recorded on 06.09.2021(RIID-I),

wherein on being asked about the knowledge of Notification No, 50/2A17 dated 30.06.20I ?,

Shri Satish Padmanabha Prabhu, stated that he is aware of the Notification No. 5O/2Ol? dated

30.06.2017 and the conditions laid down under the said notification.

2.9.2. Further, on being asked about the excisable goods manufactured by M/s. Industrial

Solvents and Chemical hrt. Ltd., Ankleshwar after 30.06.2017, Shri Satish Prabhu stated that

they have not manufactured excisable goods after 30.06 .2017. On further being asked about

the linal products manufactured by M/s. Industrial Solvents and Chemical Rrt. Ltd. by using

the Denatured Ethyl Alcohol which was imported bythem by availing the benefit of lower rate

of Basic Customs Duty i.e. 2.5Yo given under SI No. 107 of Customs Notification No 50/201?

dated. 30.06.2017, Shri Satish Prabhu stated that Di-Ethyl sulphate and Di-Ethyl Ether are

the final products manufactured by M/s. lndustrial Solvents and Chemical R/t. Ltd. by using

the aforesaid Denatured Ethyl Alcohol.

2.3.3. Further, on being asked, Shri Satish Prabhu agreed that he was well aware of the fact

that the Denatured Ethyl Alcohol which was imported by them by arrailing the benefrt of lower

rate of Basic Customs Dutyi.e. 2.5Yo givenunderSl No. 107 of Customs Notification No 50/2Afi

dated30.06 .2017, was meant for use in the manufacture of excisable goods but the same were

not utilized in the manufacture of excisable goods by M/s. Industrial Solvents and Chemical

h^.IJtd., Ankleshwar.

2.3.4. Further, on being asked about the details of Denatured Ethyl Alcohol imported byM/s.

Industrial Solvents and Chemical hrt. Ltd., Ankleshwar at Pipavav Port by arrailing the benefit

of lower rate of Basic Customs Duty i.e. Z.SYo given under SI No. 107 of Customs Notifrcation

No 50/201? dated 30.06.2017, Shri Satish Prabhu submitted the details as mentioned in

Annexure-I. Further, on being asked, Shri Satish Prabhu stated that all the above said quantity

of imported Denatured Ethyl Alcohol has already been consumed by M/s. Industrial Solvents

and Chemical hrt. Ltd., Ankleshwar. Further, the conditions laid down under SI No. l07of

Customs Notification No 50/2017 dated 30.06.2017 was shown to Shri Satish Padmanabha

Prabhu, wherein it is provided that the Denatured Ethyl Alcohol imported under concessional

rate of duty i.e. 2.5Yo, are to be used in the manufacturing of excisable goods. In this regard,

Shri Satish Prabhu agreed that the Denatured Ethyl Alcohol imported by them by availing the

benefit of lower rate of Basic Customs Duty i,e. 2.5Yo given under SI No. 107 of Customs

Notification No 50/2017 dated. 30.06.2017, are not used for the manufacturing of excisable

goods and hence they are not eligible to anail the benefit of lower rate of Basic Customs Duty

i.e. 2.5Yo given under SI No. 107 of Customs Notification No 50/2017 dated 30.06.2017.

2.3.5. It is a settled principle of law that exemption has to be construed strictly to ensure that

the object and purpose thereof is achieved. When an importer wants to claim benefit of an



exemption notification under the provisions of the Customs Act, then onus is squarely on them

to prove that they fall within four corners of the said notification; that the conditions, if any,

which are imposed by the exemption notification have been fulfilled by him. An exemption

notification must be interpreted in the light of the words employed by it i.e.by the plain terms

of the exemption.

2.{. Statement of ShriSendlrabhai I kaiapati.Production Manager of M/s. Industial
Solvents and Ghemical Prrt. Ltd., Ankleshwar

2.4.1. Statement of ShriSendhabhai I Prajapatiwas recorded on 19.05.2022(RIID-2), wherein

he agreed to the facts stated by Shri Satish Padmanabha Prabhu, Vice President- Exports in

his statement dated 07.09.2021 that Di-Ethyl Sulphate and Di-EOryl Ether are the final
products manufactured by M/s. Industrial Solvents and Chemical F/t. ttd. by using the

Denatured Ethyl Alcohol which is imported on concessional rate of duty. Further, on being

asked, Shri Sendhabhai Prajapati stated that the aforesaid final products i.e. Di-Ethyl Sulphate

is used in Paints, Pigments, Dyes & Agro Pesticides and Di-Ethyl Ether is used in Latex,

Perfumes and Pharma Industry. Further, on being asked, Shri Sendhabhai Prajapati explained

the whole manufacturing process used in manufacturing of their final product Di-Ethyl

Sulphate and Di-Ethyl Ether. Further, Shri Sendhabhai Prajapati stated that the Denatured Ethyl

Alcohol, imported under concessional rate of duty have already been consumed and the same

has been consumed in manufacturing of Di-Ethyl Sulphate and Di-Ethyl Ether and these final

products i.e. Di-Ethyl Sulphate and Di-Ethyl Ether have been further used in the in Paints,

Pigments, Dyes, Agro Pesticides, Latex, Perfumes and Pharma Industry.

2.4.2. Further, on being asked Shri Sendhabhai Prajapati agreed that their final products i.e.

Di-Ethyl Sulphate and Di-Ethyl Ether manufactured by using imported Denatured Ethyl

Alcohol at concessional rate of Duty, were leviable to Excise Duty before introduction of GST

Act on 0l .07.2017, but after introduction of GST Act on 01.0?.2017, their final products i.e. Di-

Ethyl Sulphate and Di-Ethyl Ether are now leviable to only GST @ lB%.

2.5. From the above statements of Shri Satish Padmanabha Prabhu, Vice-President

(Export)and ShriSendhabhai I Prajapati, Production Manager of M/s. Industrial Solvents and

Chemical R/t. Ltd.,Ankleshwarit is clearly indicated that:

M/s. Industrial Solvents and Chemical hd. !td. had manufactured Di-Ethyt Sulphate

and Di-Ethyl Ether by using Denatured Ethyl Alcohol as major raw material;

that the final products i.e. Di-Ethyl Sulphate and Di-Ethyl Ether are not listed in the

Fourth Schedule of Central Excise Act 1944;

that they continued to import Denatured Ethyl Alcohol by availing benefit under Sl. No.

107 of the customs notification 50/2017 Customs i(NT) dated 30.06.201? as amended

even after 01.07.2017 even after knowing that the final products i.e. Di-Ethyl Sulphate

and Di-Ethyl Ether rnanufactured by them by using imported Denatured Ethyl
.Elcohol at concessional rate of Duty, are no longer leviable to Excise Duty after
introduction of GST fi,ct from 01.02.2012.

2.6. However, when an importer wants to claim benefit of an exemption notification under

the provisions of the Customs Act, then the onus is squarely on the importer to prove that they



fall within four corners of the said Notification; that the conditions, if any, which are imposed

by the exemption Notification have been fulfilled by the importer. M/s ISCPL should have

taken serious note of One Hundred and First amendment of the Constitution dated O8.O9.ZO 16,

wherein the definition of 'ercisable goods'has been amended as the goods that have been

listed in Schedule Four of Central E:rcise Act 1944, before making any import of Denatured
Ethyl Alcohol post 01.07.2017,as it was a major change in the Indian Tax Regime. The

Exemption Notification 12/2012- Cus., was superseded by Notifrcation No.50 /2017-Cus., and

the new Notification No.50/2017-Cus was brought into effect from 0l .O7.2Ol?, how M/s. ISCpL

can take a bonafide belief that the provisions of the new Notification would also be exacfly the

same as prescribed in the earlier Notification 12/2012- Cus. when a whole new Notification

was introduced/issued. Further, the description of the goods in the Notification No.50/201?

Customs as amended is clearly mentioned as "Denatured Ethyl Alcohol (ethanol) for use in

manufacture of excisable goods":

r07 2207 20 00 Denatured ethyl

alcohol (ethanol)

for m

manufacture of

excisable goods.

2-SYo 9

The importer was well aware of the fact that they are not into the manufacturing of Excisable

Goods, then how can they opt for the benefit of exemption of a Notification which is meant only

for the items to be used in the manufacture of Excisable goods. M/s. ISCPL should have

evaluated the applicability of the Notification No. 50/201? Customs (NT) dated 30.06.2017 as

amended and the conditions prescribed therein, on the goods being imported by them post

01.07.2017, before claiming the benefit of the said Notification. The benefit of the Customs

Notification No. 50/2017 Customs (NT) dated 30.06.201? as amended involved a substantial

relaxation in the rate of BCD (from @5% to @2.5%), therefore, the importer should have

evaluated the provisions which governed/were applicable on the imports made by themin

light of the new notification/provisions before making any import or discharging any Duty.

Here, at one instance the importer is saying they do not manufacture any Excisable goods and

at the other instance they keep arzailing the exemption/benefit of the Notification without being

in line with the full description of the goods mentioned in the Notification as "Denatured Ethyl

Alcohol (ethanol) for use in manufacture of excisable goods". The above two instances are

self-contradictory and it appears that M/s. ISCPL has failed to make the correct declarations

to the customs Authorities for their import of Denatured Ethyl Alcohol.

From the above, it can be concluded that M/s. ISCPL was not eligible for benefits under

Sl. No. 107 of Notification 50/2017 and are liable for payment of Duty (BCD) at the rate of 5%

under Sl. No. 106 of said Notification instead of BCD @ 2$% as claimed. In addition to the

above, it is further to mention that SI. No. 107 of Notification No, 50/201? dated 30.06.20I7 has

been omitted vide Notification No.02/2021 dated 01.02.2021 which came into force w.e.f.

02.02.202t.

2.7. Exemption under Sl. No. l0? of Notiflcaton $O/z0l?-Customs as amended.



Whereas, the Exemption Notification 12/2012- Cus., was superseded by Notification

No.50/201?-Cus., and the new Notification was brought into effect from 0l.O7.2Ol?- it will
not on or after 0l .07.2017 revive anything not in force (the imputation of Section 2(d) of the

Central Excise Act, I944 as it existed prior to the amendment brought about by the Taxation

Amendment Act, 2017 of 4th April 2017) or existing at the time at which the amendment,

repeal, supersession or rescinding takes effect. There is no intention which appears that

the term 'excisable goods'would be construed with reference to the Central Excise Act as

it stood before this amendment or the way it was taken to be understood in the context of

the entry at Sl. No. 96 A of the old/ rescinded Notification No.12/201Z-Cus. This would go

against the scheme of the l0lEtConstitution amendment - goods which are not 'exigible' to

a Duty of excise, cannot be taken to fall within the meaning and scope of the expression

'excisable goods', after the changes have been given effect to. The words "as being subject

to a duty of excise" means the character of a product as excisable goods does not depend

on the actual lerry of duty but (after O I .07.20I 7) depends on their description/ inclusion as

excisable goods in the Fourth Schedule to the Central Excise Act, 1944.

2.7,1 Further, the exemption that is being claimed by the importer is not available in terms of

the Customs (lmport of Goods at Concessional Rate of Duty) Rules, 2017 - Notification No.

68/2017-Cus. (N.T.), dated 30-06-2017 which sets out the rules and procedures for

claiming an exemption which are available under different Notifications issued by the

Government. The actual exemption from Customs Duty is available under a different

Notification i.e., Notification No. 50/2017-Cus., dated 30-06-2017 (as amended); the

Customs (Import of Goods at Concessional Rate of Duty) Rules, 2017 do not set the

eligibility condition, but the statutory/ mandatory compliance condition that has tobe

adhered to in terms of Condition 9 of the Notification No. 50/2017-Cus., dated 30-6'2017

(as amended).

2.7.2 \iVhereas, it also appears that, if the benefit of exemption which is claimed by the

importer was dependent upon the use of imported goods covered by the Customs

(Import of Goods at Concessional Rate of Duty) Rules, 2017 , for the act of "manufacture"

itself, there was no need to define the concession available in terms of Entry at Serial

No. 107 in the Table of Notification No. 50/2017-Cus., dated 30-06-2017 (as amended)

to be defined in terms of "fot use in manutactute of excisable goods".

2.7.3 Whereas, it also appears that in Notification 50/2017- Gus., for the entry at SI. No. I07

in the table, the same rate of concessional BCD was chosen to apply to imports of

Denatured Ethyl Alcohol for use in manufacture of 'excisable goods', as was the one

being applied prior to 30.06.2017 and post the budgetary changes of.202l this specific

exemption entry has been omitted and is not available; the more precise and relevant

point in the matter is whether after 0l .07.2017, can the importer continue to claim his

goods as being 'excisable' goodsn when clearly, they are not. It appears that the

importer has deliberately and knowingly made an incorrect and false declaration with

regard to the use of the imported goods as being for use in the manufacture of

"exeisable goods".



2.1.4. Iitlhereas, it appears that the issue in the present matter is not what Denatured Ethyl

Alcohol means or what its different forms are - 'exujsa.ble groods' is a term which is and

can be used for goods which are'ex'gible' to Central Excise Duty on the day that the

exemption Notification claimed (i.e.,50/2017-Cus.) was brought into effect. It also

appears that in the present context, the expresEion 'excjsab/e groods' is used for

describing NOT just any commodity, but only those which are 'exigible' to Central

Excise Duty as on the day the exemption Notification has come into effect which is

further emphasised by the fact that there are express words which confine the benefit

that is available in terms of entry at Sl. No. 107 in the table Notification No.50/2017-

Cus., to that Denatured Ethyl Alcohol that is "for use inthemanufacCure of EITCISABI,E

goods".

2.7.5 \iVhereas, it appears that the exemption in S.No. 107 of the table in the Exemption

Notification 50/2017- Cus., has been granted with reference to Denatured Ethyl Alcohol

for use in the manufacture of 'exrjsa.ble goods'; the meaning of the expression

'exujsabJe goods' is specific and clear and cannot be extended to apply to any or all

goods - the present situation is not a situation where one is considering the scope of

what is the form of the Denatured Ethyl Alcohol - whether if either methanol, benzene,

pyridine, castor oil, gasoline, isopropyl alcohol, or acetone, that may have been used

for denaturing the alcohol would have the effect of excluding that alcohol from SI.No.

107 of the table; nor is it a situation where the exemption concerned at Sl.No. 107 of the

table in the exemption Notification No.50 /2017- Cus. - has been granted to a 'Denatured

Ethyl Alcohol for use in the manufacture of a larger class of all goods' of which 'for use

in manufacture of excisable goods' could have been legitimately considered to have

been a permissible sub-set. Hence, it appears that the exemption claimed by the

importer under Sl. No.l07of the Notification No.50/2017 Customs is not available to

them a.b initio as they are not engaged in the manufacture of 'Excisable Goods' as

defined under Schedule IV of the Central Excise Act, 1944 post 01.07 .2017 .

3. Notification No. 50,/201? dated 30.06.201? and related taws: -

3.1 Noti8cation No. 50/2017 dated 30.06.2011: -

In the Table in Notiflcation No. 50/2017 - Cus dated 30.06.2012r, there are the following

two entries connected with the CTH (Customs Tariff Heading) 2207 20 00 (Ethyl alcohol and

other spirits, denatured, of any strength).

s.

No.

Chapter

Itsading

or

or

TABLE

Description of Stand,ar Integrcted Gondi{ion

goods d rate Goods aad No.

tarr2017/cs50-201?.pd(



(3) (4)

All goods sYo

Denatured ethyl 2.5Yo

alcohol (ethanol) for

use in manufacture

of excisable goods.

3,2 In terms of the Notification No. 50/2017-Cus., dated 30-6-20l?, the Central

Government, on being satisfied that it is necessary in the public interest so to do, has

exempted the goods of the description specilied in column (3) of the Table (included in the

Notification) or column (3) of the said Table read with the relevant List appended hereto, as

the case may be, and falling within the Chapter, heading, sub-heading or tariff item of the

First Schedule to the said Customs Tariff Act, as are specified in the corresponding entry in

column (2) of the said Table, when imported into India, -

a) from so much of the duty of customs leviable thereon under the said First

Schedule as is in excess of the amount calculated at the standard rate specified

in the corresponding entry in column (a) of the said Table; and

b) from so much of integrated tax leviable thereon under sub-section (?) of

section 3 of said Customs Tariff Act, readwith section 5 of the Integrated Goods

and Services Tax Act, 201 7 ( l3 of 2Al7) as is in excess of the amount calculated

at the rate specified in the corresponding entry in column (5) of the said Table,

subject to any of the conditions, specified in the Annexure to the notification, the

condition number of which is mentioned in the corresponding entry in column (6) of

the said Table.

3.3 Column (6) of the said Table specifies Condition No. 9 to be applicable for the entry

at Serial No. 107;in the Annexure to the Notification, Condition 9 is the following: -

T,NNEXURE

Gondltion No. Condition

9. If the importer follows the procedure set out in the Customs

(Import of Goods at ConcesEional Rate of Duty) Rules, 2017.

3.4 Gustoms (Import of Goods at Concessional Rate of Duty) Rules, 2012, were

brought in through Notification No. 68/2O17-Cus. (N.T.), dated 30-6-2012, and were made

in exercise of the powers conferred by section 156 of the Customs Act, I 962 (52 of 1962), and

in supersession of the Customs (Import of Goods at Concessional Rate of Duty for Manufacture

of Excisable Goods) Rules. 2016 except as things done or omitted to be done before such

supersession.

3.5 The last changes to the Customs (Import of Goods at Concessional Rate of Duty)

Rules, 201? were carried out by theCustoms (Irnport of Goods at Concessional Rate of
Drty).Emendment Rules, 2021 that were notified vide Notification No.09/2021-Customs

(t)

106.

l0z.

sub-heading

or tariffitem
(2)

2207 20 00

2207 20 00

Senrices

Tax

(5) (6)



(N.T.), dated 02.02.2021 with effect from 2ndFebruary, 2OZl. This amendment makes certain

changes in existing Customs (lmport of Goods at Concessional Rate of Duty) Rules, 20172.

3.6 The following Explanations are contained in Notification No. 50/2017 - Cus dated

30.06.2011: -

Explanation. - (I) For the purposes of this notification, the rate specified in column

(4) or column (5) of the said Table is ad valorem rate, unless otherurise ryecified;
(ID For the removal of doubts, -

(a) "-" appearing in column (4) means basjc customs duty leviabte on the

goods as per the First Schedule to the Customs Tariff Act, 197 5 (5 I of 1975) read with

anyother notificationsissued under sttb-section (1) of section 25 of the CustomsAct,

1962 (52 of 1962), for the time being in force.

(b) "-" appearing in column (5) means Integrated Goods and Sewices Tax

leviable on the goods asper the Integrated Goods and Services TaxAct, 2017 (13 of

2017) read with any other notificationsjssued under the said Act, for the time being

in force.

4. Whereas a plain reading of the Notification No.50/201?-Cus., dated 30-6-201?, makes

it clear that for an importer of "Ethyl alcohol and other spirits, denatured, of any strength",

falling under the CTH 2207 20 00, who desires to avail of the exemption benefits in terms of

this Notification, can either choose the entry at S. No. 106, which would attract the

concessional rate of Duty @5% on the imported goods, orhe can opt of the entry at S. No. 107

in table in the Notification which provides a higher concession in Duty, albeit with the
qualifying condi{ion that the Denatured Ethyl Alcohol (ethanol) should be for use in
manufacture of excisable goods, and that the importer choosing to avail of the benefit at S.

No. 107 has also to adhere to the procedure set out in the Customs (lmport of Goods at

Concessional Rate of Duty) Rules 2017.

5. \Mhereas the facts leading up to the present matter are that on a specific input, the

Preventive (HQ), CCP, Jamnagar initiated investigations in the matter of imports of Denatured

Ethyl Alcohol (ethanol) under the claim of an exemption by M/s.ISCPL. The exemption

claimed by the importer was at Serial Number 107 in the table in the Notification No. 50/2017

- Cus dated 30.06.2017, but at no instanrce during the investigation conducted, has it been

claimed that the imported goods i.e., the Denahrred Ethyl .Elcohol (ethanol), was for use

in manufacture of 'excisable goods'. This, ipso facto, renders the specific claim of the

exemption made by the importer inapplicable to the impugned imports.

5.1 From the language of the entries 106 and 107 in the table in the Notification No.

50/2017 - Cus dated 30.06.201 7 , it is clear that there are two concesslonal rates of duties

available to the irnporter of goods falllng under CTIil 22OZ 20 00, but the higher
concession is avallable only in the specific circurnstance that the imported Denatured

Ethyf .Elcohol (ethanol) is for use in manufacture of lexcisable goods' and that the

importet choosing to clairn tilre exemption on Denatured Ethyl Alcohol (ethanol) for use



in manufacfure of 'excisable goods', has to follow the procedure set out in the Customs

(Import of Goods at Concessional Rate of Duty) Rules, 2Ol7.In addition, it appears that

there is no ambiguity in Notfication No. 50/2017-Cus., dated 30-6-2017; that there is no

va€rueness in the language of the two relevant entries which may leave room for any

equivocation, or any room for intendment that is different from what is explicated bythe plain

language of the two entries at S. Nos. 106 and 107 in the Table contained therein.

6. Whereas Notification No. 50/201?-Cus. dated 30.06.2017, was made in supersession

of the Notification of the Government of India in the Ministry of Finance (Department of

Revenue), No. l212012-Customs, dated the lTth March,20l7 published in the Gazette of

India, Extraordinary, Part II, Section 3, Sub-section (i), vide number G.S.R. 185(E), dated the

l?th March,2017, except as respects things done or omitted to be done before such

supersession.

7,. \iVhereas under Notification No. l2/2012-Cus dated 17.03.2012 (Sl. No. 96), all goods

under CTH 2207 2000 attracted a uniform duty of 7.5%. The table, as it existed then, is

reproduced below:

sr.
No.

Chapter or
Heading or

sub-
heading or
tariffitem

Descripton of
goods

Stand
ard
rate

Integrrate
d Goods

and
Serrrice

Tax

Condition
No.

I 2 3 4 5 6

96 2207 20 00

Denatured ethyl
alcohol (ethanol) for
use in manufacture
of excisable qoods.

7.5%

8. \Mhereas the above Notification No. l2/2O12 dated 17.03.2012 was amended vide

CustomsNotificationNo. l2120l6dated0l.03.20l6andanewentry96A,wasinsertedbelow

entry 96, for goods falling under CTH22A72000;the new entrywas "Denatured Ethyl Alcohol

(ethanol) for use in manufacture of excisable goods":

9. Whereas the insertion of the new entry in Notification No. 12/2012 made import of

Denatured Ethyl Alcohol (ethanol) for use in manufacture of excisable goods liable to
concessional rate of Duty of 2.5o/o subject to condition at Sl. No.S of the mother Notification

No. l212012. i.e,, importers could avail benefit of concessional rate of Duty provided they

follow the procedure set out in Customs (Import of Goods at Concessional Rate of Duty for

Manufacture of Excisable Goods) Rules, 2016 notified vide Notification No 3212016-Cus (NT)

dated 0l .03.2016.

st.
No.

Ghapter or
heading or
sub-
heading or
tarifritem

Description of
goods

Standard
rate

Integrated
Goods and
Service Tax

Condition
No.

I 2 3 4 5 6

964 2207 20 00

Denatured ethyl
alcohol (ethanol) for
use in manufacture of
excisable qoods.

2.50 arr.



10. With the introduction of GST Acts on lstJuly, 2A17, Notification No. l2/2012 was

superseded byNotification No.50/201?-Cus dated 30.06.201?. The relevant entries in the

Notification No.50/2017- Cus. have been summarized above.

l0.l Notilication No. 50/2017-Cus. dated 30.06.2017 has been amended 60 times till date,

as is detailed below: -

(i) Amended byNotification No. 65/2}l?-Cus. dated O8-OZ-2OIz

(ii) Amended byNotification No. 66/20l?-Cus. dated tO-O?-2Ol?

(iii) Amended byNotification No.8l?(E) tc.S.R.l dated Ol-OZ-2Ot?

(iv) Amended by Notification No. TOlzOl?-Cus. dated gl-}7-ZOtT

(v) Amended by Notification No. ?l/h}l?-Cus. dated I l-08-20t?

(vi) Amended by Notification No. 76/2}l?-Cus. dated l5-09-ZO I ?

(vii) Amended byNotification No. 74/2}l?-Cus. dated O?-09-ZOI?

(Viii) Amended byNotification No. 77/h}l?-Cus. dated lg-lO-2Ol?

(ix) Amended by Notification No. 84/2}l?-Cus. dated 08-l l-ZOlz

(x) Amended byNotification No.85/20l?-Cus. dated l4-l l-2Ol?

(xi) Amended by Notification No. 87/z}l?-Cus. dated l7-ll-20t7

(xii) Amended by Notifrcation No. }g/hAl?-Cus. dated 24-ll-2017

(xiii) Amended byNotification No. g2/2017-Cus. dated t4-tA-ZOtZ

(xiv) Amended by Notification No. gg/2017-Cus. dated 2l-12-2017

(w) Amended byNotification No. 2/2018-Cus. dated O5-Ol-2018

(xvi) Amended byNotification No. 5/2018-Cus. dated 25-Ol-2018

(:wii) Amended byNotification No. 6/2018-Cus. dated 02-02-2018

(:wiii) Amended byNotification No. 24/2018-Cus. dated 06-02-20I8

(xix) Amended by Notification No. 26/2018-Cus. dated l2-02-Z}rc

(xx) Amended by Notification No. 27/2018-Cus. dated 29-02-2018

(xxi) Amended byNotification No. 2g/2018-Cus. dated Ol-03-2018

(xxii) Amended byNotification No. 3l/2018-Cus. dated zO-Og-ZOtg

(xxiii) Amended byNotification No. g2/2018-Cus. dated 23-03-2018

(xxtQ Amended byNotification No. 40/2018-Cus. dated 02-04-2018

(xxtr) Amended byNotilication No. 44/2018-Cus. dated l0-04-2018

(ruvi) Amended byNotilication No. 46/2018-Cus. dated 23-05-2018

(xxrii) Amended byNotification No. 47/2A18-Cus. dated l4-06-20tB

(xnriii) Amended byNotification No. 4glzArc-Cus, dated 20-06-2018

(xxix) Amended byNotification No. 52/2A$-Cus. dated l4-07-2018

(xxx) Amended byNotification No. 54/2018-Cus. dated 20-07-2018

(xxxi) Amended byNotification No. 56/2018-Cus. dated 03-08-2018

(xxxii) Amended byNotiftcation No. 62/2018-Cus. (N.T.) dated lS-O?-ZOl8

(xxxiii) Amended byNotification No. 57/2018-cus. dated 0?-08-ZOIB
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(xxxr.)

(xx:rv)

(xxxvi)

(xxxuii)

(xmviii)
(xxxix)

(xl)

(xli)

(xlii)

(xliii)
(xliv)

(xlv)

(xlvi)

(xlvii)

(xlviii)

(xlix)

(t)

0i)
(rii)

0iii)
(lD
0v)

0vi)
(lvii)

(viii)
(lix)

(lx)

Amended by Notification No. 772G) (GSR No.) dated tZ-07-ZOt8

Amended byNotifrcation No. 68/2018-Cus. dated 20-09-2018

Amended by Notification No. 72/2018-Cus. dated 28-09-2018

Amended by Notification No. 77/2018-Cus. dated Ol-t t-ZOlg

Amended by Notification No. 80/2018-Cus. dated I S-lA-2018

Amended by Notification No. 3/2019-Cus. dated Z9-01-AOI9

Amended by Notification No. 6/2019-Cus. dated 26-OZ-ZOL}

Amended by Notification No. 354/l |9/201?-TRU [M.r. (D.R.) corrigendum]

dated 03-07-2017

Amended by Notification No. I l/2019-Cus. dated 29-03-4019

Amended by Notification No. l31201g-Cus. dated 26-04-2019

Amended by Notification No. l4/2019-Cus. dated 0l-05-2019

Amended by Notilication No. l5/201g-Cus. dated l4-05-2019

Amended by Notilication No. 17 /2O19-Cus. dated I 5-06-201 I
Amended by Notification No. 25/201 9-Cus. dated 06-07-2019

Amended by Notification No. 30/201g-Cus. dated I7-09-2019

Amended by Notification No. 3ll201g-Cus. dated 24-09-2019

Amended by Notification No. 34/2019-Cus. dated 30-09-201 I
Amended by Notification No. 37 /2019-Cus. dated 30-12-2019

Amended by Notification No. l/2020-Cus. dated 02-02-2020

Amended by Notification No. 23/2020-Cus. dated l4-05-2020

Amended by Notification No. 26/2020-Cus. dated 02-06-2020

Amended by Notification No. 27/2020-Cus. dated 09-06-2020

Amended by Notification No. 32/2020-Cus. dated 07-08-2020

Amended by Notification No. 33/2020-Cus. dated 07-09-2020

Amended by Notification No. 34/2O2O-Cus. dated l7-09-2A2O

Amended by Notification No. 35/2020-Cus. dated 30-09-2020

Amended byNotification No. Notification No.2/2021- Cus. Dated 0l-02-2021

10.2 As far as entry No. 107 in the table in the basic Notification of 201? is concerned, it
remained unaffected through the changes from 2017 to 2020. Post the presentation of

the Union Budget of 2021, however, Notification No. 2/2021-Customs dated lst
February, 2021 was issued to omit entry No. l0? from the table in Notification No.

50/2017- Customs.

I I \illhereas post introduction of Goods and Services Tax Acts of 20 I ?, Central Excise Duty

has largely been subsumed under GST with the exception of a few items such

petroleum cruden high speed diesel, motor spirit (commonly known as petrol), natural

gas and aviation turbine fuel. There is no GST on Alcoholic liquor for human

consumption as well.
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I l.l The relevant Section of the Integrated Goods and Services Tax Act, 201 7 is as below:

It.l.l Secflon 5 of the IGST.H,ct 201?

tt.2

I1.2. I

tt.2.2

Section 5 (1): "Subject to the provisions of sttb-section (2), there shall be levied a

tax called the central goods and senrices tax on all inka-State supp/ies of goods or

senrices or both, exeept on the flpply of alcoholic liquor for human consumption,

on the value determined under sectionl1 and at such rates, not exceeding twenty

per cent., as may be notified by the Government on the recommendations of the

Council and collected in stch manner as maybe prescribed and shall be paid by
the taxable person."

Section 5 (2): "The cenhal tax on the rupply of petroleum crude, high ryeed dieseJ,

motor ryirit (commonly l<nown as petrol), natural gas and aviation turbine fiiel

shall be leuied with effect from sttch dale as may be notified by the Government

on the recommendations of the Council".

Goods like petroleum crude, high speed diesel, motor spirit (commonly

known as petrol), natural gas and aviation turbine fuel are yet to be notified for

levy of IGST.

However, these particular goods listed in Section 5(2) of the IGST Act, 2017 still

attract Gentral Excise Duty under Schedule IV of Central Excise Tariff Act, 1985.

Thus, even though GST has been introduced on most goods effective from

01.07.2017, the levy of Central Excise Dutyhas not been completely done away

with. The goods of Schedule [V of Central Excise Tariff Act, 1985 are still subject

to duty of Central Excise.

L2. Whereas under the GST regime, Article 2694 constitutionally mandates that supply of

goods, or of services, or both in the course of import into the territory of India shall be deemed

to be supply of goods, or of services, or both in the course of inter-State trade or commerce;

thus, the import of goods or services is treated as deemed inter-State supplies and would be

subject to Integrated tax. \Mtrile IGST on import of services would be leviable under the IGST

Act, the levy of the IGST on import of goods would be levied under the Customs Act, 1962 read

with the Custom Tariff Act, 1975.

lz.L The relevant portions of Section 3 of the Customs TariffAct, l9Z5 are as follows:

SECTION 3. I'evy of additional duty equal to ercise duty, sales tax, local taxes and other

charges

tg) Any articb which is imported into India shall, in addition, be liable to integrated

tax at xtch rate, not exeeeding forty per cent. as is leviable under section 5 of the

Integrated Goods and Seruices Tax Act, 2017 on a like article on its supply in India, on

the value of the imported article as determined under sub-section (8) [or sub-section

(84), as ffie case maybel.

13



(8) For the Purposes of calculating lhe integrated tax under sub-secfion (7) on any

imported articb where such tax is leviable at any percentage of its value, the value of

the imported article shall, notwithstanding anything contained in section 14 of the

CustomsAct, 1962 (52 of 1962), be the aggregate of -
(a) the value of the imported article determined under sub-section (1) of section 14 of
the Customs Act, 1962 (52 of 1962) or the tariff rntue of such articb fixed under srtb-

section (2) of that section, as the case may be; and

(b) any duty of customs chargeable on that articb under section l2 of the Customs Act,

1962 (52 of 1962), and any xtm chargeable on that article under any law for the time

being in force as an addition to, and in the same manner as, a duty of customs, but does

not include the tax referred to in sub-section (7) or the cess referred to in stb-section

(s).

(84) Where the goods deposited in a wxehouse under the provisions of the Customs

Act, 1962 (52 of 1962) are sold to anyperson before clearance for home conxtmption or

export under the said Act, the value of such goods for the purpose of calculating the

integrated taxunder stb-section Q) shall be, -
(a) where the whole of the goods are sold, the value determined under sub-section (8)

or the transaction value of xtch goods, whicherrcr is higher; or

(b) where any pert of the goods is soJd, the proportionate value of s.tch goods as

determined under sub-section (8) or the transaction value of such goods, whichever is

higher:

Prouided that where the whole of the warehoused goods or anypart thereof are sold more

than once belore such clearance for home consumption or export, the transaction rnlue

of the last s,tch transaction shall be the transaction value tor the purposes of clause (a) or

clause (b) :

Prouided further that in respect of warehoused groods which remain unsold, the value or

the proportionate value, as the cese may be, of such goods shall be determined in

accordance with the provisions of sub-section (8).

Explanation. - For the purposes of this sub-section, the erpression "transaction value",

in relation to warehoused goods, means the amount paid or payable as consideration for
the sale of such goods.l

(1 1) The duty or tax or cess, as the case may be, chargeable under this section shall be

in addition to any other duty or tax or cess, as tie case may be, imposed under this Act

or under any other law for the time being in force.

(12) Theprovisions of the Customs Act, 1962 (52 of 1962) and the ntles and regulations

made thereunder, including those relating to drawbacl<s, refunds and exemption from

duties shall, so far as may be, apply to the duty or tax or cess, es f}te case may be,

chargeable under this section as they apply in relation to the duties teuiable under that

Act.

13 Thus, the Imports of goods is subjected to GST in the form of an Integrated Tax lerry

GGST) byvirtue of Section 3(7) of the Customs Tariff Act, I975 read with sub- section (8)/ (8A)

of Section 3 as they may apply
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14 Fufiher, the Taxation Laws (Amendment) Act 201? received the assent of the President

on the 04th of April, 2017; the definition of excisable goods in Section 2 of the Central Excise

Act, 1944, was amended vide Section 5 (a) of the TAXATION LAWS (AI\4ENDMENT) ACT, ZOl7.

14.1 THE CENTR.f,IJ EXCISE.B,CT, 1944 (.f,s amended)
*SECTfON 2. Definitions. - In tffis Act, unless there is anything repugnant in
the subject or context, -

(d) "excis*le goods" rneiurs goods specitied in fihe tourth ScheduleJ as

being subjecl to a duty of excise and includes salg,,

14.2 The fourth schedule includes specified tobacco and tobacco products and specified

petroleum products. As an effect, from the notified date, duty of excise would be levied only

on specified tobacco and petroleum products as most of the goods charged to the Central

Excise Duty earlier, would fromJulyl ,2017, be charged to GST.

14.2.1 Schedule IV of Central Excise Tariff Act, 1985 notifies the following Chapter

heads (Central Excise / Customs Tariff Heads) as "Excisable goods"

Chapter 24: TOBACCO AND MAI{UFACTURED TOBACCO SUBSTITUTES

Chapter 2?: MINERAL FUELS, MINERAT OIIS AND PRODUCTS OF THEIR

D ISTILLATI ON ; BITUMIN O US SUBSTAI{C ES ; MINERAT WA]ffi S

14.2.2 Under Chapter 27 the following heads are specifically included:

2709: Petroleum oils and oils obtained from bituminous minerals, crude

2710: Petroleum oils and oils obtained from bituminous minerals, other than

crude; preparations not elsewhere specified or included, containing byweight

70Yo or more of petroleum oils or of oils obtained from bituminous minerals,

these oils being the basic constituents of the preparations; waste oils.

27lL: Petroleum gases and other gaseous hydrocarbons

14.3 With 'T[e Taxation l-auts (Anen&nent) Act, 2017" coming into effect from Sth May

2017, the definition of excisable goods was amended to mean goods specified in the Fourth

Schedule to the Central Excise Tariff Act, 1985 and subjected to a duty of excise. Consequent

to the introduction of the said Act, the excisable goods as specified in the Fourth Schedule

are certain Tobacco and Manufacfured Tobacco Substitutes (chapter 24) &, Mineral
Fuels, Mineral Olls and Products of thelr Dlstlllation; Biturninous Substances; Mineral
\illaxes (chapter 2Z).

15. Thus, goods such as petroleum crude, high speed diesel, motor spirit (commonly

known as petrol), natural gas, aviation turbine fuel and other products under the CTH 27A9,

2710 and 271 I are "Excisable Goods" in terms of Schedule IV of Central Excise Tariff Act,

l 985.

16. Vllhereas in view of the changes due to the advent of the GST, the Customs (lmport of

goods at concessional rate of duty for manufacture of excisable goods) Rules, 2016 are being

superseded with Customs (Import of Goods at Concessional Rate of Duty) Rules, 2017.
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17- The need for supersession ofl replacement of the Customs (Import of goods at

concessional rate of duty for manufacture of excisable goods) Rules, 2016 - These rules [the
IGCR, 2016] applied to an importer, being a manufacturer, who intended to avail the benefit
of an exemption Notification issued under sub-section (l) of section 25 of the Customs Act,
1962 (52 of 1962) and where the benefit of such exemption was dependent upon the use of
imported goods covered by that Notification for the manufacture of any excisable commodity.

These rules were also applied mutatis mutandis in respect of imported goods which were to
be used to provide a service instead of being used in the further manufacturing process.

lZ.I The Foreign Trade (Development and Regul,aton) Act, lgg2 was enacted by the

Parliament to provide for the development and regulation of foreign trade by facilitating

imports into, and augmenting exports from, India and for matters connected therewith or
incidental thereto. Section 3 of the Foreign Trade (Development and Regulation) Act, 19g2,

vests the powers to make provisions relating to imports and exports with the Central

Government, and reads as follows:

u3. Powets lo make provisions relating to imports and exporls. - (l) The Central

Gonemment may, by Order published in the Official Gazette, make prouision for the

development and regulation of foreign trade by facititating imports and increasing

exports.

(2) The Central Government may also, by Order published in the Official Gazette,

ma.ke provision for prohibiting, rcs/r:icling or othetwLse regulaling, in dI cases or
in specified classes ofcases and subjecl to such exceplions, if any, as may be made

by or undu lhe Orde4 the impod or exporl of goods ot selices or lechnology:

Prouided that the prouisions of this sttb-section shall be applicable, in case of import or
export of services or technology, onlywhen the senrice or technologyprovider is availing

benefits under the foreign trade policy or is dealing with specified services or qecified

technologies.

(3) All goods to which any Ordu under sub-section (2) applies shall be deemed to

be goods the funport or export of which lras Deen prohibited wrder Section t I of the

Customs Act, 1962 (52 of 1962) and all the provisions of that Acl shall have effect

accordingly.

(4) Without prejudice to anything contained in any other law, tale, regulation,

notification or order, no permit or licence shall be necessary for import or export of any

goods, nor any goods shall be prohibited for import or export exeept, as may be
required under this Act, or rules or orders made thereunder."

17.2 Thus, the entire scenario of exports and imports in India is regulated and

managed bythe Foreign Trade (Development and Regulation) Act, Igg2.

17.2.1 The Foreign Trade Policy 2015-2020, was notified in the Gazette of India vide
Notification No.0l/2015-2020 dated I April20l5 and subsequently revised and notified

. vide Notification No. 4l /201 5-2020 dated 5 December, 201 ?.
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17.2.2 The category of imports under the current Foreign Trade Policy consists of: (i)

prohibited items, import of which are normally not allowed, (ii) resticted items,

irnports of which are allowed against an authorisation or in accordance with a
publie notice whieh indicates fire conditions under which {he items can be

imported, (iii) those under state trading enterprises (STE) policy, the imports of which

are permitted only through the designated STEs, and (iv) those which can be freely

impofied.

17,.2.3 Relevant changes in Foreign Trade Policy (fTP): In trugust 2018, Import

Policy of bio-fuelswas revised from 'Free' to 'Restricted' and allowed for non-fuel

purpose 3 on Actual user basis as per the National bio-fuelPolicy.2Ol8 - DGFT

Nolification No. 27/2015-2020 Dated: 2lst llugust, 2018{.

17.2.4 Subsequently, in exercise of powers conferred by Section 3 of FT (D&R) Act,

1992, read with paragraph 1.02 and 2.01 of the Foreign Trade Policy, 2015-2020, as

amended from time to time, the Central Government through the DGFT Notification
No. 6 /2015-2020, dated 24 May,20193, again amended the import policy of bio fuels

under Chapter 22,27 and 38 of ITC (HS), 2017, Schedule - I (Import Policy); the effect of

this Notification was that Policy condition providing for free import of bio-fuels by actual

users, stood deleted. The Import policy in respect of bio-fuels continued to be

"restricted" for all pu{poses, and such imports would continue to require an import

licence from DGFT. The policy changes made on 24th May 2019 are tabulated below: -

Exim
Code

Item Description Present
Policy

Eristing Polic.y Revised Revised
Gondition Policy Policy

Condition
22AZ
2A OO

27t0
20 00

Ethyl
other
denatured,
strength.

spirits,
of any

Petroleum oils and Restricted
oils obtained from
bituminous minerals
(other than crude)
and preparations not
elsewhere specifred
or included
containing by weight
70% or more of
petroleum oils or of

alcohol and Restricted Importisallowed Restricted
only for lon- foel
purtoses subject
to Actual User
condition.
Import is allowed Restricted
only for non-
fuel purposes
subject to Actual
User condition.

3Non- fuel use: This essentially means that biofuels can no longer be imported for the purpose of being used as fuels.
e.g.: LPG used for non-fuel purposes is ernployed almost entirely by the chemical industry, primarily to make industrial
organic chemicals, while niatural gas is also used by the chemical industry, mainly to make nitrogenous fertilizers and
industrial organic chemicals. The chemicals produced by tlre chemical industry often are sold to other companies,
which convert them into fumiture, synthetic clothing, plastic wrap, bottles and thousands of other products. Overall,
the chemical industry accounts for over 60 percent of non-energy fossil fuel use. Another 20 percent may be attributed
to asphalt and road oil, while the steel industry accounts for about four percent of non-energy fossil fuel use through
its use of coal and petroleum coke as a feedstock. Some of the products made from fossil fuels effectively sequester

carbon for long periods of time (e.g., asphalt and hard plastics), while others do not (for example, lubricants)

@We bsite/N otifi cati on%2 0N o-2 7[E).pdf
@website/N otification%2 0No.6 [E),pdf
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bituminous minerals,
these oils being
the
constituents of the
preparations,
containing biodiesel,

r I other than waste oils.
3826
00 00

Restricted Import is allowed Restricted

containing of'
I only for non-fuel
I Purposes subject
I to Actual User
I

i condition.
I

I

I
i
I

containing less than
70 %;o by weight of
petroleum oils and
oils obtained from
bituminous minerals.

_t

lZ.3 Further, Section 25 of the Customs Act, specifically empowers the Central

Government to exempt, in public interest, by Notification generally either absolutely or

subject to such conditions (to be fulfilled before or after clearance) as may be specifred in

the notification, goods of any specified description from the whole or any part of duty of

customs leviable thereon.

18. In sum, and the above discussions, corroborate and lead to the following definitive

inferences:

18.1. Notification No.50/2017 dated 30.06.2017, reflected the changed scenario after the

introduction of the GST in India.

l8.l.l.That post GST, Entry at S. No. 107 in the table in the Notifications reference to the

exemption being available only for use in the manufacture of excisable goods, is clear- the

intention being gathered from the scope and the language of the two entries at S. No. 106 &

l0? and juxtaposing them against each other; that the "class of goods"-'excisable goods'is

recognised with reference to the Constitutional Scheme of things- where after GST's

introduction only certain manufactured goods remain exigible to Excise Duty, most goods

earlier subjected to a Duty of excise having been now subsumed in GST in indirect taxation.

l8.l.2.Section 25(l) of the Customs Act permits the Central Government to notify specified

goods to be exempt generally either absolutely or subject to such condition which may be

fulfilled before or after clearance and the exemption may be in relation to whole or in part of

the Duty of Customs leviable on the notified goods. Hence, the legislation has clearly

recognised the fact that it may be necessary in a given set of circumstances to lay down the

conditions which shall be fulfilled by an importer even after clearance if the importer wanted

to claim benefit of exemption from Duty of Customs under a particular Notification and such

condition shall have to form part of the Notification. In other words, Sec. 25(l) of the Act

provides for complete machinery which would enable the importer to know before importing

and before claiming exemption as to what are the conditions on fulfilment of which he was to

become entitled to seek exemption under such a Notification; That the specific condition/

Biodiesel and
mixtures thereof, not

IJ
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restriction "for use in the manufacture of excisable goods' was put by the Notification itself in

the entry at S. No. 107.

The Customs (Import of Goods at Concessional Rate of Duty for Manufactrue of
Exeisable Goods) Rules, 2Ol7 -IGCRD,20l7 [Notification No.68/201?-Cus. (N.T.), dated 30-

6-20171 superseded the IGGRD, 2016.

IGCRD. 20lI carne into force on the l"t day ofluly. 2011; the same day as did NotiEcafion

No. 50/201?-Cus.. dated 30.06.2012.

RuIe 2 of the IGCRD, 2017 reads as: -

2. Application. - (l) Ihese rules shall apply to an importer, who intends to avail the

benefit of an exemption notification issued under stb-section (l) of section 25 of the

Customs Act, /,962 (52 of 1962) and where the benefit of such exemption is dependent

upon the use of imported goods covered by that notification for the manufacture of any

commodity or provision of output sentice.

(2) These rules shall apply only in re$rcct olsuch exemplion notificalionswhich
provide for lhe obsenance of these rules.

19. Customs (Import of Goods at Concessional Rate of Drty) Rules, 201? were made

by the Central Government in exercise of the powers conferred by section I56 of the Customs

Act, 1962 (52 of 1962), and in supersession of the Customs (Import of Goods at Concessional

Rate of Duty for Manufacture of Excisable Goods) Rules, 2016 except as things done or

omitted to be done before such supersession.

l9.l Customs (Import of Goods at Concessional Rate of Duty) Rules, 201 7 in Rule 3 (e) also

define the expression'manufacture' as follows:

l9.l.l 333. Definition. - In these niles, unJess the context othetwise requires, -

(e) "mantufaclute" mear?s the processing of raw material or inputs in any

manner that results in emergence of a new product having a distinct name, character

and use and the term "manufacturer" shall be constnted accordingll4"

I9.2 Further, Rule 2 of the Gustoms (Import of Goods at Concessional Rate of Duty)

Rules, 20lI is as follows: -

2. Application. - (l) Tfiese rales shall apply to an importer, who intends to

avail the benefit of an esremption notification issued under sub-section (1) of

section 25 of the Customs Act, /,962 (52 of 1962) and where the benefit of such

exemption .is dependent upon fie use of imported goods covered by that

notitication for the manufacture of any commodity or prouision of output setyice.

(2) These rrrles shall apply only in respect of such exemplion notifications

which provide for the obseraance of these tules,

19.3 Notably, the Customs (Import of Goods at Goncessional Rate of Duty for

Manufacture of Excisable Goods), Rules, 2016 (IGCR,Z0l6] - which were effective from I -

4-2016 and till supersession by the Customs (Import of Goods at Concessional Rate of Duty)

Rules, 2Ol7 - did not carry a definition of the terrn'rnanufacture'; the IGCR, 2015 applied

[by virtue of the Rule 2] to an importer, being a manufacturer, who intended to arrail the
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benefit of an exemption Notification issued under sub-section (l) of section 25 of the Customs

Act, 1962 (52 of 1962) and where the benefit of such exemption is dependent upon the use

of imported goods covered by that Notificalion for the manrufacfure of any excisable

comrnodity; and where the exemption notification provided for the observance of these

rules. In addition, the IGCR, 2016 also applied even if the excisable goods in or in relation to
the manufacture of which the imported goods are used, are not chargeable to excise duty or
are exemPted from whole of excise duty. However, in the context of IGCRD 2016, it is to be

noted that the definition of 'manufacture'was perhaps not needed, as it was defined in Central

Excise law and that which was a well settled one. A reference to the expression 'manufacture'

would almost by default recall the definition of manufacture in the Central Excise Act.

Recalling that in the Table in Notifica{ion No. 5O/2O17 - Cus dated 30.06.2012, there are

the following two entries connected with the CTH (Customs Tariff Heading) 2207 20 00 @thyl
alcohol and other spirits, denatured, of any strength).

Tfi,BLE

s.
No.

Ghapter
or
Heading
or sub-
heading
or tariff
item
(2)
2207 20 00
2207 20 00

(r)
106.
101.

Description of goods

(3) (4)
All goods 5%
Denatured ethyl alcohol 2.5Yo
(ethanol) for use in
manufacture of
excisable goods.

Standard Integnated Condition
rate Goods and No.

Senrices Tax

Iu)
o

Iu)

In terms of the Notification No.50/2017-Cus., dated 30-6-2017, the Central Government, on

being satisfied that it is necessary in the public interest so to do, has exempted the goods of

the description specified in column (3) of the Table (included in the Notification) or column

(3) of the said Table read with the relevant List appended hereto, as the case may be, and

falling within the Chapter, heading, sub-heading or tariff item of the First Schedule to the

said Customs Tariff Act, as are specified in the corresponding entry in column (2) of the said

Table, when imported into India,

From so much of the duty of customs leviable thereon under the said First Schedule as is in
excess of the amount calculated at the standard rate specified in the corresponding entry in

column (4) of the said Table; and

From so much of integrated tax leviable thereon under sub-section (?) of section 3 of said

Customs Tariff Act, read with section 5 of the Integrated Goods and Services Tax Act, 20I7

(13 of 201?) as is in excess of the amount calculated at the rate specifled in the corresponding

entry in column (5) of the said Table, subject to any of the conditions, specified in the

Annexure to the Notification, the condition number of which is mentioned in the

corresponding entry in column (6) of the said Table.
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Column (6) of the said Table specifies Condition No. I to be applicable for the entry at

Serial No. 107;in the Annexure to the Notiflcation, Condition g is the following: -

.H,NNEXURE

Condition No. Conditione' 
li,Li""ilL"#J.'::iu:jl:,ilffii:[ rH[ilJL",:t"?*'

20. It is thus clear that procedure set out in the Customs (Import of Goods at Concessional

Rate of Duty) Rules , 20 I 7 would have applied only and only if the "Description of goods " frtted

the description indicated in column (3) of the entry at Serial No. l0? of the Table given in the

Notification No. 50/2017-Cus., dated 30-6-2017, and not otherwise.lt is to be noted that in the

same table for entry at Serial No. 106, there is no condition for the importer to follow the

procedure set out in the Customs (Import of Goods at Concessional Rate of Duty) Rules, 2017.

21. It is also clear that the substantive benefit of the exemption available for "Denatured

Ethyl Alcohol (ethanol) for use in manufacture of excisable goods" flows from the entry at S.

No. 107 of the Notification No. 50/2017-Cus., dated 30-6-2017, and not from Customs (Import

of Goods at Concessional Rate of Duty) Rules, 2017 - the latter is a procedural requirement to

avail of the substantive benefit available to the use of Denatured Ethyl Alcohol (ethanol) that

has been imported and is for use in the manufacture of the excisable goods.

2l.l In the present case, and by their own admission, the importer has not used Denatured

Ethyl Alcohol (ethanol) imported for purposes which do not qualify as being intended for use

or actually used or used in manufacture of excisable goods. Thus, the specific condition [for
use in the manufacture of excisable goods] prescribed at Serial No. 107 of the table in
Notification 50/201?-Cus., was not fulfilled, and therefore, the claim to avail Duty exemption

in respect of the imported goods is inadmissible.

22. From the above reading of relevant Sections of Acts, Rules and Notifications along with

their amendments the following appears:

I . The Customs (Import of Goods at Concessional Rate of Duty) Rules, 2017 superseded

Customs (Import of Goods at Concessional Rate of Duty for Manufacture of Excisable

Goods) Rules,20l6. Further, since the Demand in the present case covers the period

from 0l .07.2017 onwards, the provisions of the Customs (Import of Goods at

Concessional Rate of Duty) Rules, 2017 are applicable.

2. However, the relerrance of the word "Excisable Goods" and "Manufacture" still exist

even after the introduction of the GST Acts on 01.07.2017. Further there has been a

truncation of goods covered under'Excisable goods'with the introduction of the Fourth

Schedule to the Central Excise Tariff Act on 04.05.201?, prior to the introduction of the

IGST Act on 0l .07.2017. Under the new Laws, items listed in Schedule IV of CETA, 1985

such as petroleum crude, high speed diesel, motor spirit (comrnonly known as

petol)' natural gas and aviaf,on hrrbine fuel are still chargeable to Duty of Central

Excise under Central Excise Act, 1944.
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Further as per the amendment to the Constitution (One hundred and First Amendment)

Act 2016 dated 08.09.2016, only 6 entries including petroleum crude, htgh speed

diesel, motor spirit (comrnonly known as petrol), nafural gas, aviadon turbine

fuel and tobacco and tobaeeo produetsrrrere retained under Entry 84 for charging of

duties of Central Excise under the Union List of taxes and duties under the Constitution.

Imported Denatured Ethanol would therefore be eligible for arniling benefits under

Notification No.50/2012-Cus(Sl. No. l0Z) only when they are utilised in the

manufacture of any of the above goods which are still leviable to Excise Duty. One

example would be when the said imported Denatured ethanol is used to blend with

Petrol/gasoline for manufacturing of ethanol blended fuel i.e., as a bio-fuel additive for
gasoline. In all other cases, the importers are eligible for benefit of Sl. No. 106 of

Notification No.50/2017 which is an unconditional exemption.

From the prorrisions of Section 25(l) of the Customs Act, l962,it is evident that any

conditions mentioned in a Notification have to be fulfilled to arnil the benefit of the

Notification issued under the Section. In the instant case, under Notification

No.50/201Z-Cus the condition at Sl. No. 107 is unambiguous and clear to the effect that

to avail the benefit of exemption under this Sl. No., the importer has to use the imported

ethanol in the manufacture of excisable goods and also follow the procedure set out

under IGCRD Rules, 2017.

23. National Policy on Bio Fuels 2018 (Copies Placed at Sl. No. O?of Relied Upon

documents)

The Government of India vide National Policy on Bio Fuels 2018, issued from F.No.P-

13032(16)/18/2017-CC dated 04.06.2018 issued by Ministry of Petroleum and Natural Gas has

in Para 6.1 discouraged the import of Bio-Fuels with an intention of encouraging domestic Bio-

Fuel Industry.

23.1 Consequently, DGFT vide Notflcaflon No.2l/2015-20 dated 21.08.20l8(Copies

Placed at Sl. No. 08 of Relied Upon documents)has placed import of Ethyl Alcohol and other

spirits, denatured, of any strength under "Restricted" categorywith policy condition Irlmport

is allowed only for non-fuel purpose subiect to actual user condition". This has further

been amended by DGIT Notification 06,/2015-20 dated 24.05.2019 (Copies Placed at Sl.

No. 09 of Relied Upon documents) to make all imports of Ethyl Alcohol and other spirits,

denatured, of any strength under "Restricted" category with same policy condition as earlier.

23.2 The effect of the above said DGFT Notification 06/2015-20 dated 24.05.2019 on the

import of Denatured Ethyl Alcohol is that it has been made restricted and would require a

DGFT licence for import and further such import is permitted only for non-fuel purpose.

However, with respect to Notification No 50/2017- Cus, if the lower BCD rate as permitted

under Sl. No. I07 of the said Notification is to be availed, then the said imported Denatured

Ethyl Alcohol has to be utilised in the manufacture of "excjsable goods". On a combined

reading of relevant Acts and Notifications it is further obsenred that only certain goods

3.

4.

5.
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including petroleum crude, high speed diesel, motorspirit (commonly known as petrol),

natural gas and aviation turbine fuel fall into the category of said 'excisable goods'. However,

all these above commodities further fall in the category of fuels only, and therefore would fall
within the restricted category as per the DGFI Notification issued under the National policy

on Bio Fuels. The effect of the two said Notifications would imply that import of any denatured
Ethyl alcohol is permitted only if utilised for a non-fuel purpose, and therefore would
automatically become ineligible for being considered for the lower tariff rate of BCD as

applicable under Sl. No. 107 for Denatured Ethanol and therefore, all imports under CTH

22072000 would automatically get covered only under serial no.l06 which attracts |yo of,Basic

Customs Duty.

23.3 Further, the entry relating to Sl. No. 107 of the Notification No.50 /2017 Customs which
provided for concessional Rate of BCD at 2.5Yo has been omitted during the Budget of 2OZl

vide Notification No.02/2021 dated 0l.02.zoalwith effect from 02.02.2o2t.

24. Gonclusions of the investigations: -

24.1 \Alhereas, based on the One Hundred and First Amendment of the Constitution dated

08.09.2016, List I of Seventh Schedule of the Constitution has been amended to define the

goods on which duties of excise is to be levied and the listed goods are a) petroleum crude,

(b) high speed diesel, (c)motor spirit (commonlyknown as petrol), (d) natural gas, (e) aviation

turbine fuel and (f) tobacco andtobacco products. The definition of 'excisable goods' have also

been amended to define 'excjsabJe goods'as the goods have been listed in Schedule Four of

Central Excise Act 1944.

24.2 Whereas, based on investigation, it appears clear that M/s. Industrial Solvents

and Chemical hrt. ttd. (lEC 0388042451), Plot No. 7906-7909 GIDC, Ankleshwar, Gujarat-

393002were using imported Denatured Ethyl Alcohol in production of Di-Ethyl Sutphate and

Di-Ethyl Etherforuse in Paints, Pigments, D1res, Agro Pesticides, Latex, Perfumes and Pharma

Industries, which does not fall under the category of 'errisa.bJe goods'i.e., Petroleum crude,

high speed diesel, motor spirit (commonly known as petrol), natural gas and aviation turbine

fuel which is the pre-condition for availing the benefit of Sl. No. l0? of Notification 50/2017

dated 30.06.2017 as amended. Therefore, it clearly appears that M/s. Industrial Solvents and

Chemical R/t. Ltd. are not eligible for benefits under Sl. No. l0? of Notification No.50/20I7 and

are liable to pay Customs Duty (BCD) at the rate of 5oZ under Sl. No. 106 of same Notification

instead of 2.5o/o as claimed. In addition to the above, Sl. No. I0? of Notification No.50/201?

dated 30.06.2017 has been omitted too vide Notification No.2/2021dated 01.02.2021which

came into effect from 02.02 .2021.

24.3 Further, with respect to Notilication No 50/2017-Cus dated 30.06.2017 as amended, if
the lower BCD rate as permitted under Sl. No l0? of the said Notification is to be availed, then

the said imported Denatured Ethyl Alcohol has to be utilised in the manufacture of 'exrcisabJe

goods'. On a combined reading of relevant Acts and Notifications it is further observed that

only certain goods including petroleum crude, high speed diesel, motorspirit (commonly

known as petrol), natural gas and aviation turbine fuel fall into the category of said 'excisable



goods'and these goods further fall in the category of fuels also. As per Directorate General of

Foreign Trade (DGFT) Notification No.27/2015-20 dated 21.08.2018, import of Ethyl Alcohol

and other spirits, denatured, of any strength fall under "Restricted" category with policy
condition "lmport is allowed only for non-fuel purpose subject to actual user condition',. This

has further been amended by DGIT Notification 06/2015-20 dated 24.05.2019 to make all
imports of Ethyl Alcohol and other spirits, denatured, of any strength under "Restricted"

category with same policy condition as earlier. The effect of the above said DGFI Notification

06/2015-20 dated 24.05.2019 on the import of Denatured Ethyl Alcohol is that it has been made

restricted and would require a DGPI licence for import and further such import is permitted

only for non-fuel purpose. The effect of the said DGFT notifications would imply that import of
any denatured Ethyl alcohol is permitted only if utilised for a non-fuel purpose and would

automatically being eligible for being considered for the lower tariff rate of BCD as applicable

under Sl. No. 107 of Notification No. 50/2017 dated 30.06.2017(as amended). Further, Sl. No.

107 of Notification No. 50/2017 dated 30.06.2017 has been omitted vide Notification No.2/2021

dated 01.02.2021with effect from 02.02.2021.

24.4 Use of the imported goods for the intended Purpose of the notification and

Wilful Mis-statement of Facts: The wordings used in Sl. No.l07 of the Notification are

reproduced below:

107 2207 20 00 Denatured
ethyl alcohol
(ethanol) for
use in
manufacture of
excisable
goods.

2.i%o I

From a plain reading of the wordings of the above Notification, it is amply evident that the

imported goods i.e., Denatured Ethyl Alcohol (Ethanol) must be used in the manufacture of

'Exeisable Goods' to be eligible for the benefit of the Notification. In the instant case, the

importer has admitted that they did not manufacture 'excisab le goods'like:a) petroleum crude,

(b) high speed diesel, (c)motor spirit (commonlyknown as petrol), (d) natural gas, (e) aviation

turbine fuel and (f; tobacco andtobacco products which alone were 'exigible'under Schedule

Four of the Central Excise Act, Ig44 from 01.07.2017 onwards. Since they have not

manufactured the 'Excisable Goods' as defined under the amended Schedule IV of the Central

Excise Act, 1944 in their factory, the question of utilisation of the imported goods for the

intended purPose of the Notification is ruled out, hence the importer was not eligible for the

benefit of the Notification from the beginning.

24.4.L V\Ihereas, the importer was fully aware of the fact that they did not manufacture

'exeisable goods' post 0l .07.2017 when the amended provisions of Central Excise Act, 1944

came into effect. However, they continued to avail the benefit of Sl. No.l07 of the Notification

by wilful mis-representation of the relevant facts to the jurisdictional Customs authorities by
camouflaging the relevant facts of not manufacturing the "^&rcjsabJe Goods" from 0l .07.2017

onwards. All this aPPears to have been done with an intention to evade the applicable Customs

Duties and to avail the benefit of the Notification which is otherwise not available to them but
for the intentional mis-representation of facts.
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25.2

24.4.2 Thercforc, il appears thal Mls. ISCPL is liable to pay BCD at lhe rale ol5% under St.

No. 106 of Notification No. 5012017 dated 30.06.2017 (Came inlo efrecl from 01.07.2017) on

impoded Denatwed Ethyl Ncohol tuom 01.02.2012 onwards.

25. DETT,ILS TROM DOCUMENTS SUBMITTEDBY M/S. INDUSTRIAL SOIJVENTS AND
CHEMICLIJ P\l'I. ITTD.TO CUSTOMS DURING IMPORT: -

25. l. Whereas, during the course of the investigation the documents that M/s. ISCPL

submitted to Customs for the purpose of showing their eligibility under Sl. No.

I07 of Notification No. 50/2017-Cus dated 30.06.2017 were called for and

examined.

Sl. No. 107 of the Notification 50/2017 is available specificallyforthe class of

importers as mentioned in the table annexed to the notification as detailed

below:

sl.
No.

Ghapter or
heading or
sub-heading of
tariffitem

Description of Goods st.
Rate

IGST Con.
No.

106 22072000 All Goods 5%
107 22072400 Denatured ethyl alcohol

(Ethanol) for use in
manufacture of excisable
goods

2.5% 9

Condition 9 - If the importer follows the procedure set out in the Customs (Import

of Goods at Concessional Rate of Duty) Rules, 2017.

The entry relating to Chapter Heading 22072000 in the Customs Tariff is - Ethyl.f,lcohol
and other spirits, denatured, of any skength.
It is evident from the Entry in the Customs Tariff Heading relating to "2207200" that the

CTH covers a variety of denatured items out of which denatured Ethyl Alcohol is one of

the items.

Further, Sl. No. 106 of the Notification No.50/2017 Customs as amended covered "All
Goods" falling under CTH 2207200. However, there is a substantive change in the

wordings used in Sl. No.l07 of the Notification No.50/2017 Customs which states

"I)enalwed elhyl alcohol (Elhanol) for use in manufacture of excisable goods" and

hence would be applicable only if the said goods are imported for the purpose of

manufacture of 'Exuisable Goods'.

25.3The importer filed application for import of the said goods along with Bond before the

jurisdictional Central Excise/GST/Customs authorities for acceptance of Bond and fornrarding

the information to the concerned port of import in terms of Notification No. 50/2017-Customs

dated 30.06.2017 by following the conditions specified under Notification 68/2017 - Customs

(N.T) dated 30.06.201 7 [Customs (Import of Goods at Concessional Rate of Duty) Rules, 20 I ?].
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The details of the Bonds executed by the importer and accepted by the concerned

jurisdictional Central Excise/GST/Customs Authorities for the period 01.07.2017 to 0l .02.2021

for import of the goods in question are as under:

Sr.
No.

Bond Date Bond.Emount (in Rs.) Date of
acceptance of
Bond by ACIDC

I 25.04.20t7 8500000.00 28.A4.20t7

z 06.1I.20r7 3500000.00 09. t I .2017

3 06.04.2018 4000000.00 t 2.04.2018

4 19.10.2018 7800000.00 30.10.2018

5 20.07.2019 3 r 00000.00 24.07.20t9

6 t 4.10.2019 2100000.00 15.10.2019

7 24.r2.20t9 1600000.00 30.12.2019

8 20.03.2020 1700000.00 23.04.2020

I 06.07.2020 3000000.00 13.07.2020

l0 28.09.202A 2100000.00 t2.10.2020

lt 30.1 I .2020 1800000.00 08.t2.2020

On an illustrative basis, a sample application dated 06.04.2018 filed by M/s. Industrial

Solvents and Chemical hrt. Ltd.located at Plot No. 7906-7909 GIDC, Ankleshwar, Gujarat, with

then jurisdictional Customs Authorities for obtaining duty exemption certificates as required

under Notiflcation 68/2017 - Customs (N.T) dated 30.06.2017 is attached with this notice (RUD-

6).

On examination of the above said application submitted by M/s. Industrial Solvents and

Chemicals Rd. Ltd. to the jurisdictional Customs Authorities, it is noticed that they have

mentioned that they are manufacturer of Excisable goods falling under HSN Code 2207200,

however the goods produced in their factory i.e. Di-Ethyl Ether and Di-Ethyl Sulphate does

not fall in the category of Excisable goods as discussed para supra. Further, the importer has

also agreed with the fact that the final products i.e. Di-Ethyl Ether and Di-Ethyl Sulphate being

manufactured by them does not fall under the Category of Excisable goods and they do not

manufacture any excisable goods (as per their statements), but nowhere in the application has

it been specified that the Denatured Ethyl Alcohol is being imported for purposes 'other than'

manufacture of "E:rcjsabJe Goods" and simultaneously the benelit of exemption under SI. No.

I07 of the notification 50/2017 Customs as amended has also been claimed by M/s.Industrial

Solvents and Chemical Rrt. Ltd.

Format of the quarterly returns filed by the importer with the jurisdictional Customs

Authorities as required under Rule 6(3) of the Customs (lmport of Goods at Concessional Rate

of Duty) Rules, 201 7 is reproduced below for the month of October,2020:

QUARTERIJY RETURN

Rehrrn for the quarter ending October 2O2O lo December 2020:

Details of qoods imported durinq the quarter
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sI. BiIl of
Entry

No. and
date

Descripti
on of
goods

Openi
ng

lrrlrra

Value
of

ed as
per
B/E

ity of
goods
receiv

ed
durin
g the

x,EE$,

ity of
Quanflt

v
Quanfit

y re-
exPor-
ted dur
ing the
quarter

Closi
ngty of

goods
receiv

ed
during

the
quarte

t
Kgs

ty
cleare
dinto

the
danae

n (4)
and
(6)

ed for
the

ce on
the
last
day

of the
quart

er

eof
the

quarte
t

d tic
at

:oncessio
nal rate

f sq.fr

t
Date

yrrlrvDE

, during
the

quarter

t
iluring

the
quarte

t
0) (2) (3) (4) (s) (6) (7) (8) (e) 00) fll)

Oct-Z0

t. 36t9220 Ethyl
Alcohol 142622 I 3547

97
)2.t0.2

0
30070

28.08.2
020

I 3300
t7

)2.t0.2
0

29520

14t69
73

)3.10.2
0

31450

Total 91040
83366

2
680260 0 0

15340
2

Specified purpose for
procuring the goods

at concessional rate of
duty.

Goods manufactured during the
quarter/Output service provided

\Mhether the goods used for
specified purpose or not

and in case of export,
specify the quantity

exported with details of
Tax Invoice

Description Ouantitv
,r2\ 03) 04) (15)

Manufacturing of
finished goods

E.S/DEE I 49094 Goods have been used to
manufacture the finished
goods viz., E.S./Diethyl
Ether, Diethyl Sulphate

DES 668366

25.4. In the return filed with the Deputy/Assistant Commissioner of Customs (EPC-4), Bharuch

for the Quarter ending December 2020 (RUD-8), in column no.l2 against "specified purpose

for procuring the goods at concessional rate of duty", they have stated "Manufacturing of
frnished goods" and in column no.lS they have stated "Goods have been used ,o

manufacture the finished goods viz., E.S.lDiethyl Ether, Diethyl Sulphate" which does not

fall under the category of "Excisable Goods" as per fourth schedule. \illhen the description of

the goods in the Notification No.50/2017 Customs as amended is clearly mentioned as

"Denatured ethyl alcohol (ethanol) for use in manufacture of excisable goods,,

107 2207 20 00 Denatured ethyl
alcohol (ethanol) tor
use in manufacture of
excisable qoods.

2.5Yo 9

The importer is well aware of the fact that they are not into the manufacturing of Excisable Goods,

then how can they opt for the benefit of exemption of a Notification which is meant only for the

items to be used in the manufacture of Excisable goods and how can they provide

insufficient/wrong declaration to the Customs Authorities in pursuance of the same. Therefore, it

aPPears that the importerhave suppressed the material facts from the Department with an

intention to arnil the benefits of the exemption Notification which is otherwise not available to

them.
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25.4.1 Use of the imported goods for the intended Purtrlose of the Notification and Wilfui
Mis-statement of Facts: The wordings used in Sl. No.l07 of the Notification is reproduced

below:

107 2207 20 00 Denatured
ethyl alcohol
(ethanol) for
use in
manufacture of
excisable
qoods.

2.5Yo 9

From a plain reading of the wordings of the above Notification, it is amply evident that

the imported goods i.e., Denatured Ethyl Alcohol (Ethanol) must be used in the manufacture of

Excisable Goods to be eligible for the benefit of the Notification. In the instant case, the

importer has admitted that they do not manufacture any of the goods like Petroleum Products

which were'exjgible' under Schedule Four of the Central Excise Act, 1944 from 0l .O7.2017

onwards. When the Excisable Goods as defined under the amended Schedule IV of the Central

Excise Act, 1944 were not manufactured in their factory, the goods could never be put to use

for the intended purpose of the Notification which is'for use jn manufacture of exeisable goods'

like (a) petroleum cnrde, (b) high speed diesel, (c)motor spirit (commonly known as petrol),

(d) natural gas, (e) aviation turbine fuel and (f) tobacco and tobacco product sand importer was

not eligible for the benefit of the Notification ab initio.

25.4.2. \i\lhereas, the importer was fully aware of the fact they did not manufacture "F,xeisable

Goodl'post 0l .07.2017 when the amended provisions of Central Excise Act, 1944 came into

force. However, they continued to arrail the benefit of Sl. No.l07 of the Notification by wilful

mis-representation of the relevant facts to the jurisdictional Customs Authorities by

camouflaging the facts of not manufacturing the "Excisable Goods" Iike (a) petroleum crude,

(b) high speed diesel, (c)motor spirit (commonly known as petrol), (d) natural gas, (e) aviation

turbine fuel and (f) tobacco and tobacco products from 0l .07.2017 onwards. All this appears to

have been done with an intention to evade the applicable Customs Duties and to avail the

benefit of the Notification which is otherwise not available to them but for the intentional mis-

representation of facts.

25.5. Whereas, the importer in terms of Section 46 of the Customs Act, I 962, while presenting

the Bill of Entry shall make and subscribe to a declaration as to the truth of the contents of such

Bill of Entry and shall in support of such declaration, produce to the proper officer the invoice,

if any, [and such other documents relating to the imported goods as may be prescribed]. In

the instant case, the importer has made out a declaration to the effect that the goods imported

were meant for manufacture of "Excisable Goodl'while being fully aware of the fact that they

are not manufacturing excisable goods like (a) petroleum crude, (b) high speed diesel,

(c)motor spirit (commonly known as petrol), (d) natural gas, (e) aviation turbine fuel and (f)

tobacco and tobacco products as per the Schedule Four of the Central Excise Act, 1944 which

is effective from 01.07.2017 onwards therebyviolating the Provisions of the said Section by

way of false declarations on the Bill of Entry.



(r)

(ii)

25.6. Therefore, it appears that M/s.ISCPL are fully aware of the fact that the items imported
by them attracts BCD @5% advalorem but have wilfully wrongly availed benefit under SI. No.

107 of Notification No. 50/2017 dated 30.06.201? with an intention to evade the Duty at the rate

of iYo BCD even though they are fully aware of the fact that they did not manufacture "EncjsabJe

Goodl' as defined in Schedule IV of the amended Central Excise Act, 1944 with effect from
0l .07.201 7.

26. LEGtrL pROVISIONS IN THE CUSTOM$ ACT, 1962:-

Secflon llf' (a) 'rillegal irnport" means the import of any goods in contravention of the

provisions of this Act or any other law for the time being in force;

Secflon l8(l)- Notwithstanding anything contained in this Act but without prejudice to the

provisions of section 46,

(a)

(b) lMhere the proper officer deems it necessary to subject any imported goods or
exported goods to any chemical or other test; or

(c) Where the importer or exporter has produced all the necessary documents and

furnished full information but the proper officer deems it necessary to make further

enquiry;or

(d) \iVtrether necessary documents have not been produced or information has not

been furnished and the proper officer deems it necessary to make further enquiry,

the proper offrcer may direct that the duty leviable on such goods, be assessed provisionally

if the importer or the exporter, as the case may be, furnishes such security as the proper officer

deems fit for the payment of the deficiency, if any, between the duty as may be finally assessed

or re-assessed, as the case may be, and the duty provisionally assessed.

(rrr) Secton l8(2) - \itlhen the duty leviable on such goods is assessed finally (or re- assessed

by the proper officer) in accordance with the provisions of this Act, then

(b) in the case of goods cleared for home Consumption or exportation, the amount paid shall

be adjusted against the duty (finally assessed or re-assessed, as the case may be) and if
the amount so paid falls short of, or is in excess of [the duty [nnally assessed or re-

assessed, as the case may be],] the importer or the exporter of the goods shall pay the

deficiency or be entitled to a refund, as the case may be;

(iv) Secflon l8(3) - The importer or exporter shall be liable to pay interest, on any amount

payable to the Central Government, consequent to the final assessment order or re-

assessment order under sub-section (2), at the rate fixed by the Central Government

under section 28AB from the first day of the month in which the duty is provisionally

assessed till the date of payment thereof.

(v) Section 28 -Nottce for payment of duties, interest etc. - (l) where any duty has not

been levied or has been short-levied or erroneously refunded, or interest payable has

not been paid, part-paid or erroneously refunded, for any reason other than the reasons

of collusion or any wilfulmis-statement or suppression of facts, -
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(c) the proper officer shall, within one year from the relevant date, serve notice on the

Person chargeable with the duty or interest which has not been so levied or which

has been short-paid or to whom the refund has erroneously been made, requiring

him to show cause why he should not pay the amount specified in the notice;

(d)

(2) """--
(3) "----

(4) Where any duty has not been flevied or not paid or has been short-levied or short-

paid] or erroneously refunded, or interest payable has not been paid, part-paid or

erroneously refunded, by reason of,-

(a) collusion; or

(b) any wilfulmis-statement; or

(c) suppression of facts,

by the importer or the exporter or the agent or employee of the importer or exporter, the

proper officer shall, within five years from the relevant date, serve notice on the person

chargeable with duty or interest which has not been [so levied or not paid] or which has

been so short-levied or short-paid or to whom the refund has erroneously been made,

requiring him to show cause why he should not pay the amount specilied in the notice.

(vi) Sectton 28.8-E - (l) Notwithstanding anything contained in any judgment, decree, order
or direction of any court, Appellate Tribunal or any authority or in any other provision of
this Act orthe rules made the reunder, the person, who is liable to paydutyin accordance

with the provisions of section 28, shall, in addition to such duty, be liable to pay interest,

if any, at the rate fixed under sub-section (2), whether such payment is made voluntarily

or after determination of the duty under that section.

(vii) Section 46(4): The importer while presenting a bill of entry shall at the foot thereof make

and subscribe to a declaration as to the truth of the contents of such bill of entry and shall,

in support of such declaration, produce to the proper officer the invoice, if any, relating

to the imported goods.

(viii) Secton I I I -Gonfiscaton of improperly imported goods, etc.- The following goods

brought from a place outside India shall be liable to confiscation-

(d):- any goods which are imported or attempted to be imported or are brought within the

Indian customs waters for the purpose of being imported, contrary to any

prohibition imposed by or under this Act or any other law for the time being in force;

(m):- any goods which do not correspond in respect of rralue or in any other particular

with the entry made under this Act or in the case of baggage with the declaration

made under Section ?7 in respect thereof, or in the case of goods under

transshipment, with the declaration for transshipment referred to in the proviso to

sub-section (l) of Section 54.

(o) any goods exempted, subject to any condition, from duty or any prohibition in
respect of the import thereof under this Act or any other law for the time being in

force, in respect of which the condition is not observed unless the non-obsennnce

of the condition was sanctioned by the proper officer;
(ix) secfion lI2- Penalty for lmproper importation of goods, etc. - Any person -
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(a) who in relation to any goods, does or omits to do any act which act or omission would

render such goods liable to confiscation under section I I l, or abets the doing or omission

of such an act, or

(b) who acquires possession of or is in any way concerned in carrying, removing,
depositing, harbouring, keeping, concealing, selling or purchasing or in any other
manner dealing with the goods which he knows or has reason to believe are liable to

confiscation under Section I I l, shall be liable to penalty as envisaged in sub clause (i) to

(v) of the said Section;

SECTION 124. Issue of show cause notice before confiscation of goods, etc. - No order
confiscating any goods or imposing any penalty on any person shall be made under this

Chapter unless the owner of the goods or such person -

(a) is given a notice in [writing with the prior approrzal of the officer of Customs not

below the rank of [an Assistant Commissioner of Gustoms], informing] him of the

grounds on which it is proposed to confiscate the goods or to impose a penalty;
(b) is given an opportunity of making a representation in writing within such

reasonable time as may be specified in the notice against the grounds of confiscation

or imposition of penalty mentioned therein; and

(c) is given a reasonable opportunity of being heard in the matter :

Provided that the notice referred to in clause (a) and the representation referred to in

clause (b) may, at the request of the person concerned be oral :

[Provided further that notwithstanding issue of notice under this section, the proper

officer may issue a supplementary notice under such circumstances and in such

manner as may be prescribed.]

SECTION 125. Option to payfine in lieu of confiscation.- (l) \Mhenever confiscation of any

goods is authorised by this Act, the officer adjudging it may, in the case of any goods, the

impofiation or exportation whereof is prohibited under this Act or under any other law for the

time being in force, and shall, in the case of any other goods, give to the owner of the goods

[or, where such owner is not known, the person from whose possession or custody such goods

have been seized,] an option to pay in lieu of confiscation such fine as the said officer thinks fit

[Provided that where the proceedings are deemed to be concluded under the proviso to sub-

section (2) of section 28 or under clause (i) of sub-section (6) of that section in respect of the

goods which are not prohibited or restricted, [no such fine shall be imposed] :

Provided further thatl, without prejudice to the provisions of the proviso to sub-section (2) of

section I15, such fine shall not exceed the market price of the goods confiscated, less in the

case of imported goods the duty chargeable thereon.

t(2) Where any fine in lieu of confiscation of goods is imposed under sub-section (l), the

owner of such goods or the person referred to in sub-section (l), shall, in addition, be liable

to any duty and charges payable in respect of such goods.]

l(3) Where the line imposed under sub-section (l) is not paid within a period of one hundred

and twenty days from the date of option given thereunder, such option shall become void,
unless an appeal against such order is pending.
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Explanation. - For removal of doubts, it is hereby declared that in cases where an order

under sub-section ( I ) has been passed before the date on which the Finance Bill, 20 I 8 receives

the assent of the President and no appeal is pending against such order as on that date, the

option under said sub-section may be exercised within a period of one hundred and twenty

days from the date on which such assent is received.]

SECTION 143, Power to allow import or export on execution of bonds in certain cases. -
(l) \iVhere this Act or any other law requires anything to be done before a person can import

or export any goods or clear any goods from the control of officers of customs and the

[Assistant Commissioner of Customs or Deputy Commissioner of Customs] is satisfied that

having regard to the circumstances of the case, such thing cannot be done before such import,

export or clearance without detriment to that person, the [Assistant Commissioner of Customs

or Deputy Commissioner of Customs] may, notwithstanding anything contained in this Act or

such other law, grant leave for such import, export or clearance on the person executing a

bond in such amount, with such surety or security and subject to such conditions as the

[Assistant Commissioner of Customs or Deputy Commissioner of Customs] approves, for the

doing of that thing within such time after the import, export or clearance as may be specified

in the bond.

(2) If the thing is done within the time specified in the bond, the [Assistant Commissioner of

Customs or Deputy Commissioner of Customs] shall cancel the bond as discharged in full and

shall, on demand, deliver it, so cancelled, to the person who has executed or who is entitled

to receive it; and in such a case that person shall not be liable to any penalty provided in this

Act or, as the case may be, in such other law for the contravention of the provisions thereof

relating to the doing of that thing.

(3) If the thing is not done within the time specified in the bond, the [Assistant Commissioner

of Customs or Deputy Commissioner of Customs] shall, without prejudice to any other action

that may be taken under this Act or any other law for the time being in force, be entitled to

proceed upon the bond in accordance with law.

(x)Secton 156. General Power to Make rules;

(l) Without prejudice to any power to make rules contained elsewhere in this Act, the Central

Government may make rules consistent with this Act generally to carry out the purposes of

this Act.

(2) In particular.

(xi) SECTION 158. Provisions with respect to nrles and regulaflons.

(l) AII rules and regulations made under this Act shall be published in the Official Gazette.

(2) Any rule or regulation which the Central Government or the Board is empowered to

make under this Act may provide -
(i) for the lerry of fees in respect of applications, amendment of documents, furnishing of

duplicates of documents, issue of certificates, and supply of statistics, and for rendering of any

services by officers of customs under this Act;
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(ii) that any person who contravenes any provision of a rule or regulation or abets such

contravention or who fails to comply with any provision of a rule or regulation with which it
was his duty to comply, shall be liable to a penalty which may extend to fifty thousand rupees.]

(xii) The relevant portions of the Gustoms IGCRD(Irnport of goods at Concessional rate of
du$) Rules, 201? published ln exercise of the powers confetzed under Section 156 of the

Gustoms.Ect, 1962 provides for the foUowlng:

4 Information about intent to avail benefit of exemption notification.- fui importer who

intends to avail the benefit of an exemption notification shall provide the information to

the Deputy Commissioner of Customs or, as the case may be, Assistant Commissioner

of Customs having jurisdiction over the premises where the imported goods shall be

put to use for manufacture of goods or for rendering output service, the particulars,

namely:- (i) the name and address of the manufacturer; (ii) the goods produced at his

manufacturing facility; (iii)the nature and description of imported goods used in the

manufacture of goods or providing an output service.

5. Procedure to be followed. -
(l) The importer who intends to avail the benefit of an exemption notification shall

provide information - (a) in duplicate, to the Deputy Commissioner of Customs or, as

the case may be, Assistant Commissioner of Customs having jurisdiction over the

premises where the imported goods shall be put to use for manufacture of goods or for

rendering output service, the estimated quantity andvalue of the goods to be imported,

particulars of the exemption notification applicable on such import and the port of

import in respect of a particular consignment for a period not exceeding one year; and

(b) in one set, to the Deputy Commissioner of Customs or, as the case may be, Assistant

Commissioner of Customs at the Custom Station of importation.

(2) The importer who intends to avail the benefit of an exemption notification shall

submit a continuity bond with such surety or security as deemed appropriate by the

Deputy Commissioner of Customs or Assistant Commissioner of Customs having

jurisdiction over the premises where the imported goods shall be put to use for

manufacture of goods or for rendering output service, with an undertaking to pay the

amount equal to the difference between the duty leviable on inputs but for the

exemption and that already paid, if any, at the time of importation, along with interest,

at the rate fixed by notification issued under section 28AA of the Act, for the period

starting from the date of importation of the goods on which the exemption was availed

and ending with the date of actual payment of the entire amount of the difference of

duty that he is liable to pay.

(3) The Deputy Commissioner of Customs or, as the case may be, Assistant

Commissioner of Customs having jurisdiction over the premises where the imported

goods shall be put to use for manufacture of goods or for rendering output service,

shall forward one copy of information received from the importer to the Deputy

Commissioner of Customs, or as the case may be, Assistant Commissioner of Customs

at the Custom Station of importation.

(a) On receipt of the copy of the information under clause (b) of sub-rule (l), the Deputy

Commissioner of Customs or, as the case may be, Assistant Commissioner of Customs

33



at the Custom Station of importation shall allow the benefit of the exemption notification

to the importerwho intends to avail the benefit of exemption notification.

(6) Importer who intends to avail the benefit of an exemption notification to give

information regarding receipt of imported goods and maintain records. -
(l) The importer who intends to avail the benefit of an exemption notification

shall provide the information of the receipt of the imported goods in his

premises where goods shall be put to use for manufacture, within two days

(excluding holidays, if any) of such receipt to the jurisdictional Customs Officer.

(2) The importer who has availed the benefit of an exemption notification shall

maintain an account in such manner so as to clearly indicate the quantity and

value of goods imported, the quantity of imported goods consumed in

accordance with provisions of the exemption notification, the quantity of goods

re-exported, if any, under rule 7 and the quantity remaining in stock, bill of

entry wise and shall produce the said account as and when required by the

Deputy Commissioner of Customs or, as the case may be, Assistant

Commissioner of Customs having jurisdiction over the premises where the

imported goods shall be put to use for manufacture of goods or for rendering

output service.

(3) The importer who has availed the benefit of an exemption notification shall

submit a quarterly return, in the Form appended to these rules, to the Deputy

Gommissioner of Customs or, as the case may be, Assistant Commissioner of

Customs having jurisdiction over the premises where the imported goods shall

be put to use for manufacture of goods or for rendering output service, by the

tenth day of the following quarter.

Z. Re-export or clearance of unutilised or defecflve goods. -
(l) The importer who has availed benefit of an exemption notification, prescribing

observance of these rules may reexport the unutilised or defective imported goods,

within six months from the date of import, with the permission of the jurisdictional

Deputy Commissioner of Customs or, as the case may be, Assistant Commissioner of

Customs having jurisdiction over the premises where the imported goods shall be put

to use for manufacture of goods or for rendering output service: Provided that the value

of such goods for re-export shall not be less than the value of the said goods at the time

of import.

(2) The importer who has availed benefit of an exemption notification, prescribing

obserrzance of these rules may also clear the unutilised or defective imported goods,

with the permission of the jurisdictional Deputy Commissioner of Customs or, as the

case may be, Assistant Commissioner of Customs having jurisdiction over the premises

where the imported goods shall be put to use for manufacture of goods or for rendering

output service, within a period of six months from the date of import on payment of

import duty equal to the difference between the duty leviable on such goods but for

the exemption arzailed and that already paid, if any, at the time of importation, along

with interest, at the rate fixed by notification issued under section 28AA of the Act, for

the period starting from the date of importation of the goods on which the exemption
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was a\niled and ending with the date of actual payment of the entire amount of the

difference of duty that he is liable to pay.

8. Recovery of duty in certain case. - The importer who has arzailed the benefit of an

exemption notification shall use the goods imported in accordance with the conditions
mentioned in the concerned exemption notification or take action by re-export or
clearance of unutilised or defective goods under rule ? and in the event of any failure,

the Deputy Commissioner of Customs or, as the case may be, Assistant Commissioner

of Customs having jurisdiction over the premises where the imported goods shall be

put to use for manufacture of goods or for rendering output service shall take action by
invoking the Bond to initiate the recovery proceedings of the amount equal to the

difference between the duty leviable on such goods but for the exemption and that

already paid, if any, at the time of importation, along with interest, at the rate fixed by
notification issued under section 28AA of the Act, for the period starting from the date

of importation of the goods on which the exemption was availed and ending with the

date of actual payment of the entire amount of the difference of dutythat he is liable to

Pay.

References in any rule, notification, circular, instruction, standing order, trade notice

or other order pursuance to the Customs (lmport of Goods at Concessional Rate of Duty

for Manufacture of Excisable Goods) Rules,1996 and any provision thereof or to the

Customs (Import of Goods at Concessional Rate of Duty for Manufacture of Excisable

Goods) Rules, 2016 and any corresponding provisions thereof shall, be construed as

reference to the Customs(Import of Goods at Concessional Rate of Duty) Rules, 2017.

27. SUBMISSIONS BY THE IMPORTER

Whereas, from the above applications and returns submitted by the importer with the
jurisdictional Customs Authorities, it is clearly evident that they have mentioned the nature of
the goods that are being manufactured bythem as 'Di-Ethyl Sulphate and Di-Ethyl Ether'which

is a non Excisable goods. The importer also agrees with the fact the final product i.e. Di-Ethyl

Sulphate and Di-Ethyl Ether being manufactured by them does not fall under the Category of

Excisable goods, but nowhere in the application has it been specified that the Denatured Ethyl

Alcohol is being imported for purposes 'other than' manufacture of, "F.rcisable Goods" and

simultaneously the benefit of exemption under Sl. No. 107 of the Notitication 50/z}l?-Customs

as amended has also been claimed by M/s. ISCPL without satisfying the full description of the

goods mentioned in the above notification as 'Denatured Ethyl Alcohol (ethanol) for use in

manufacture of excisable goods'. Further, a verification on the sample quarterly returns filed
by the importer with the jurisdictional Customs authorities as required under Rule 6(3) of the

Customs (Import of Goods at Concessional Rate of Duty) Rules,20l? reveals that against the

column "Specified purpose for procuring the goods at concessional rate of duty", they just

stated "Manufacturing of Di-Ethyl Sulphate and Di-Ethyl Ether" without bringing out the fact

as to whether the imported goods were meant for the manufacture of '.ErrcisaDle Goods'or not

whereas they are well aware of the fact that the final product namedDi-Ethyl Sulphate and Di-

Ethyl Ether manufactured by them is not Excisable Goods. Therefore, they have suppressed

the material facts from the Department. Further, from the documentary evidences available on
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record as well as statements recorded under Section 108 of the Customs Act, 1962, it appears

that M/s.Industrial Solvents and Chemical Rrt. Ltd. has made short-payment of Customs duties

by (wrongly) arrailing the benefit of Sl. No. 107 of Notification No.50/2017-Cus., dated

30.06.2017 without satisfying the full description of the goods mentioned in the above

Notification as 'Denatured Ethyl Alcohol (ethanol) for use in manufacture of excisable goods'.

They have also suppressed the fact of not using the imported goods in the manufacture of

"F"xcisable Goods" like (a) petroleum crude, (b) high speed diesel, (c)motor spirit (commonly

known as petrol), (d) natural gas, (e) aviation turbine fuel and (f) tobacco and tobacco

products by not bringing out the relevant facts to the Jurisdictional Customs Authorities.

21.1. Use of the imported goods for the intended Purpose of the Notification and Wilful Mis-

statement of Facts: The wordings used in Sl. No.l07 of the Notiflcation is reproduced below:

107 2207 20 00 Denatured ethyl

alcohol (ethanol) for

use in manufacture of

excisable goods.

2.5% I

From a plain reading of the wordings of the above Notification, it is amply evident that

the imported goods i.e., Denatured Ethyl Alcohol (Ethanol) must be used in the manufacture

of Excisable Goods to be eligible for the benefit of the Notification. In the instant case, the

importer did not manufacture any of the goods like Petroleum Products which were'exigible'

under Schedule Four of the Central Excise Act, 1944 from 01.07.2017 onwards. Without

manufacture of the Excisable Goods like (a) petroleum crude, (b) high speed diesel, (c)motor

spirit (commonly known as petrol), (d) natural gas, (e) aviation turbine fuel and (f1 tobacco

and tobacco products as defined under the amended Schedule IV of the Central Excise Act,

1944, the goods could never have been put to use for the intended purpose of the Notification

which is 'for use in manufacture of 'excjsable goods' and importer was not eligible for the

benefit of the Notification from the beginning. Hence, it appears that the importer has wilfully
suPpressed the material facts with an intention to evade payment of Customs Duty.

21.2. I/Vhereas, the importer was fully aware of the fact they do not manufacture Excisable

Goods, however they continued to avail the benefit of Sl. No.l07 of the Notification by wilful

mis-representation of the relevant facts to the jurisdictional Customs Authorities by

camouflaging the relevant facts of not manufacturing the "Excisable Goods" from 0l .07.2017

onwards. All this appears to have been done with an intention to evade the applicable Customs

Duties and to avail the benefit of the Notification which is otherwise not available to them but

for the intentional mis-representation of facts.

21.3 Therefore, it appears that M/s. ISCPL were fully aware of the fact that the items

imported by them attracts BCD @5% ad valorem but have witfully mis-stated the facts and

wrongly a'railed benefit under Sl. No. 107 of Notification No. 50/2017 dt 30.06.201?. The

benefits of Sl. No.l07 of the Notification 50/2017 Customs as amended is not a.vailable to them

ab initio as they are not engaged in the manufacture of "F;xujsab/e Goodl' as defined in
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28.

Schedule IV of the amended Central Excise Act. All this appears to have been done with an

intent to ernde the Duty at the rate of 5% BCD even though they were fully aware of the fact

that they did not manufacture "Excisable Goods" as defined in Schedule IV of the amended

Central Excise Act, 1944 with effect from 01.07.201? onwards and hence the differential Duty

is liable to be recovered from them as per the provisions of Rule 8 of the IGCRD Rules, ZOl7.

Further, for the violations of the provisions of the Customs Act with a wilful intent to evade the

payment of the applicable Customs duties, they appear to have rendered themselves liable

for Penal actions too.

VIOITATIONS OF VARIOUS ITEGLL PROVISIONS UNDER CUSTOMS ACT LND

IGCRD RUI.TES:

28,1 Vllhereas, from the documentary evidences arzailable on record as well as statements

recorded under Section 108 of the Customs Act, 1962, il appears that M/s. ISCPT has made

short-payment of Customs Duties by (wrongly) availing the benefit of Sl. No. I 07 of Notification

No.50/201T-Cus., dated 30.06.2017 without satisfying condition that such goods must be used

'for use in manufacture of excisable goods' and hence is covered within the scope of, "illegal

imports" in terms of Section I I of the Customs Act, 1962. Also. M/s. ISCPL have contravened

theProvisionsof subsection(4)of Section46of theCustomsAct. lg62.inasmuchas.they
filed wrong declaration before the Gustoms Authorities to the effect that they were fulfilling

conditions of Sl. No.l07 of Notification No.50/2017-Cus.. dated 30.06.2017 in order to

(wrongly) arzail the benefit of the Notification which is otherurrise not available to them as they

are not engaged in the manufacture of "Excisable Goods" like (a) petroleum crude. (b) high

sPeed diesel. (c)motor spirit (commonly known as petrol). (d) natural gas. (e) aviation turbine

fuel and (f) tobacco and tobacco products as listed in Schedule Four of the amended Central

Excise Act. 1944.

28.2 ll\Ihereas, since M/s. ISCPL are not eligible for benefit of Sl. No. 107 of Notification

No.50/2017-Cus dated 30.06.2017 (as amended), Denatured Ethyl Alcohol imported by them

would attract applicable BCD at the rate of 5% as the imports made bythem are covered under

Sl. No.l06 of Notification No.50/2017-Cus dated 30.06.201?.The benefits of SI. No.l0? of the

Notification No.50/2017 Customs as amended is not available to them ab initio as they are not

engaged in the manufacture of, "Exeisable Goods" like (a) petroleum crude, (b) high speed

diesel, (c)motor spirit (commonly known as petrol), (d) natural gas, (e) aviation turbine fuel

and (f) tobacco and tobacco products as defined in Schedule IV of the amended Central Excise

Act and the importer appears to be fully aware of this fact. The actions of the impofier appears

to have been done with an intent to evade the Duty at the rate of 5% BCD even though they

were fully aware of the fact that they did not manufacture "E:rcisab/e Goods" as defined in

Schedule IV of the amended Central Excise Act, 1944 with effect from 01.07.4017 onwards and

hence the differential Duty is liable to be recovered from them as per the provisions of Rule 8

of the IGCRD Rules, 2017. The incorrect availment of the Notification benefits which is
otherwise not available to them has resulted in the short payment of Customs Duty which is

liable to be recovered from them under Rule 8 of the IGGRD Rules, 201? along with

applicable interest as provided under Section 28 A.f, of the Customs Act, 1962.
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28.3 Whereas, the aforesaid acts of omission/commission on the part of M/s. ISCPL for

wrong availment of benefit of Sl. No. 107 of Notification No.50/201?-Gus. dated 30.06.201? by
M/s. ISCPL on the basis of improper documents and wrong declaration of Sl. No. l0? of

Notification No.50/201?-Cus. dated 30.06.2017 while filing of Bill of Entry in respect of import

of Denatured Ethyl Alcohol by them has rendered the goods liable for confiscation under

section I I I (m) and I I I (o) of the Customs Act, 1962. Hence, by the said acts of omission and

commission, M/s. ISCPL have rendered themselves liable for penal action under the

provisions of Section I l2ll I4AA of the Customs Act, 1962.

28.4 In terms of the provisions of Section a6(a) of the Customs Act, 1962, the importer while

presenting a Bill of Entry shall at the foot thereof make and subscribe to a declaration as to the

truth of the contents of such Bill of Entry.

28.5 Seclion lll - Conflscatlon of irnproperly lrnported goods, etc.-

The following goods brought from a place outside India shall be liable to confiscation-

(a) to (c)

(d) any goods which are imported or attempted to be imported or are brought within the

Indian customs waters for the purpose of being imported, contrary to any prohibition

imposed by or under this Act or any other law for the time being in force;

(e) to 0) ---::---
(m) any goods which do not correspond in respect of value or in. any other particular

with the entry made under this Act or in the case of baggage with the declaration made

under Section 77 in respect thereof, or in the case of goods under transhipment, with the

declaration fortranshipment referred to in the proviso to sub-section (l) of Section 54.

(n) ----:-
(o) any goods exempted, subject to any condition, from duty or any prohibition in

respect of the import thereof under this Act or any other law for the time being in force,

in respect of which the condition is not observed unless the non-observance of the

condition was sanctioned by the proper officer;

28.4 Section l12- Penalty for lmproper importation of goods, etc. - Any person -

(a) who in relation to any goods, does or omits to do any act which act or omission would

render such goods liable to confiscation under section I I l, or abets the doing or

omission of such an act, or

(b) who acquires possession of or is in any way concerned in carrying, removing,

depositing, harbouring, keepingl, concealing, selling or purchasing or in any other

manner dealing with the goods which he knows or has reason to believe are liable to

confiscation under Section I I l, shall be liable to penalty as envisaged in sub clause (i)

to (v) of the said Section;

28.1 Secton I ltlfif,- Penalty for use of false and incorrect material - If a person knowingly or

intentionally makes, signs or usest or causes to be made, signed or used, any

declaration, statement of document which is false or incorrect in any material particular,

in the transaction of any business for the purpose of this Act, shall be liable to a Penalty

not exceeding five time the value of goods.
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28-8 In terms of Seetion 28 (8) of the Customs .Ect, 1g62, the proper officer shall, after
allowing the concerned person an opportunity of being heard and after considering the

representation, if any, made by such person, determine the amount of duty or interest
due from such person not being in excess of the amount specified in the notice.

28.9 Section 28I'I' ' (l) Notwithstanding anything sontained in any judgment, decree, order
or direction of any court, Appellate Tribunal or any authority or in any other provision of
this Act or the rules made thereunder, the person, who is liable to pay duty in accordance

with the provisions of section 28, shall, in addition to such duty, be liable to pay interest,

if any, at the rate fixed under sub-section (2), whether such payment is made voluntarily
or after determination of the duty under that section.

SECTION ltt3. Power to allow import or export on execution of bonds in certain cases.

(l) Where this Act or any other law requires anything to be done before a person can

import or export any goods or clear any goods from the control of officers of Customs

and the [Assistant Commissioner of Customs or Deputy Commissioner of Customs] is

satisfied that having regard to the circumstances of the case, such thing cannot be done

before such import, export or clearance without detriment to that person, the [Assistant
Commissioner of Customs or Deputy Commissioner of Customs] may, notwithstanding

anything contained in this Act or such other law, grant leave for such import, export or

clearance on the person executing a bond in such amount, with such surety or security

and subject to such conditions as the [Assistant Commissioner of Customs or Deputy

Commissioner of Customsl approves, for the doing of that thing within such time after

the import, export or clearance as may be specified in the bond.

(2) If the thing is done within the time specified in the bond, the [Assistant

Commissioner of Customs or Deputy Commissioner of Customs] shall cancel the bond

as discharged in full and shall, on demand, deliver it, so cancelled, to the person who

has executed or who is entitled to receive it; and in such a case that person shall not be

liable to any penalty provided in this Act or, as the case may be, in such other law for the

contravention of the provisions thereof relating to the doing of that thing.

(3) If the thing is not done within the time specified in the bond, the [Assistant

Commissioner of Customs or Deputy Commissioner of Customs] shall, without prejudice

to any other action that may be taken under this Act or any other law for the time being

in force, be entitled to proceed upon the bond in accordance with law.

28.10

28.11 Provisions of Import of Goods under Concessional Rate of Duty Rules, 2017;

RuIe (6) Importer who intends to avail the benefit of an exemption notification to give

information regarding receipt of imported goods and maintain records. -
(l) The importer who intends to avail the benefit of an exemption notification shall

provide the information of the receipt of the imported goods in his premises where

goods shall be put to use for manufacture, within two days (excluding holidays, if any) of

such receipt to the jurisdictional Customs Officer.
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the date of importation of the goods on whfch the exemption was arniled and ending

with the date of actual payment of the enti{e amount of the difference of duty that he is

liable to pay.

29. CATCULT,TION OF DUTY LIf,BII,ITY

29.1. M/s. Industrial Solvents and Chemical Rrt. ttd. had imported denatured ethyl

alcohol(49 Bills of entry) GUD-Z) at Pipavav port (INPAVl ) for their operations at their Plant at

Plot No. 7906-7909 GIDC, Ankleshwar, Gujarat-393002 under the jurisdiction of EPC-4,

Bharuch during the period from 0l .07.2a17 to 0l .02.2021 as per table below:

Year
No. of
Bill of
Entries

QUT,NTITY OF
IMPORTED

DEN^H,TURED
ETHYL

ALCOHOL(MTs
)

PORT OT
IMPORT

TOTIT,L
T,SSESST.BLE

VALUE (In
Rs.)

TOTTIJ
DITFERENTIT,

IJ DUTY
I,IABII,ITY (IN

Rs.)

2017-r8
(from

0l .0?.201 7 tc
01.02.2021)

49 17801 .314 INPAVI 66,73,1O,727/- 2,16,54,233/-

The total differential duty liability mentioned above includes BCD @ Rs. 1,66,82 ,768/-,

SWS@ Rs. 16,68,277/- and IGST@ Rs. 33,03,188/-. The list of the impugned goods is enclosed

in Annexure-l to this Show Cause Notice.

30.

30.r.

CHT,RGING SECTION

Now, therefore, for the aforementioned reasons, M/s. Industrial Solvents and

Chemical h/t. Ltd. (IEC 0388042451), located at Plot No. 7906-?909 GIDC, Ankleshwar,

Gujarat-393002 are hereby called upon to show cause to the Additional Commissioner of
Customs, having office at Sth Floor, Customs House, Althan Bhimrad Road, Near SMC Ward

Office, Althan, Surat, as to why:

I. The benefit of SI.No.l07 of Notification No.50/201?-Cus, dated 30.06.201? as amended,

availed by them while clearance of denatured ethyl alcohol imported by them, should

not be denied, and denatured ethyl alcohol weighing 17801 .314 MTs imported by them

[as detailed in Annexure-I to this notice]) should not be charged to Basic Customs duty
(BCD) @ 5% in terms of Sl. No. 106 of Notification No. 50/2017 Customs (as amended)

in addition to other applicable duties;

II. Denatured Ethyl Alcohol weighing l?80l.3l4 MTs having declared value of

Rs.66,?3,101727/-, as detailed in Annexure-I to this Notice, imported by them during
the period from 0l-07-2017 to 0l-02-2021, should not be held liable to confiscation

underthe provisions of Section 111(d), 111(m) and I I l(o) of the Customs Act, lg62;

ffi. Duty short-paid by them amounting to Rs. 2,L6,54,233/-for the period ftom Ol-02-

2Ol7 lo 0l-02-2021, as detailed in Annexure-I to this notice, on account of wrong

availment of SI. No. 107 of Notification No. 50/201? dated 30.06.201? as amended,

should not be recovered by way of enforcing the Bond from them under Rule 8 of the

IGCRD Rules, 2017 conjointly read with Section 143 of the Customs Act, 1962.
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ff.

v.

u.

Applicable interest leviable on the duty short-paid by them as detailed at (iii) above should not be

recovered from M/s. Industrial Solvents and Chemicals Pvt. Ltd. under Rule 8 of the IGCRD Rules,

2017 at the rates provided in Section 28AA of the Customs Act, l9G2;

Penalty should not be imposed on M/s. Industrial Solvents and Chemicals Pvt.Ltd. under Section

I l2of the Customs Act, 1962;

Penalty should not be imposed on M/s. Industrial Solvents and Chemicals Pvt. Lrtd. Under Section

I l4AA of the Customs Act, 1962;

31. The Noticee may submit their written reply to this Show Cause Notice to the Additional
Commissioner of Customs, having office at Sft Floor, Customs House, Althan Bhimrad Road, Near SMC Ward

Office, Althan, Surat, within 30 days of receipt of this Show Cause Notice, failing which the case will be

decided ex-party, on the basis of evidences available on record.

32. The Noticee is directed to produce at the tirne of showing cause, all the evidences upon which they

intend to rely in support of their defense. They should also indicate in their written explanation, whether

they desire to be heard in person, before the case is adjudicated.

33. If no cause is shown against the action proposed to be taken within 30 days from the date of receipt

of this Notice or the Noticee fails to appear before the Adjudicating Authority when the case is posted for

hearing, the case will be decided ex-party, on the basis of evidence available on records.

34. This Show Cause Notice is being issued without prejudice to any other action that may be taken

against them or any other parfy/person(s) concerned with the case under the provisions of the Customs

Act, 1962 or any other law for the time being in force in India.

35. This office, reserves the right to issue another Show Cause Notice in any other contravention, non-

fulfillment of conditions or any other issue leading to the contravention of any provisions of ElilM
Policy/Foreign Trade Policy, not covered in this Show Cause Notice for importation and supply of the said

goods.

36. The relied upon documents for the purpose of issuance of Show Cause Notice as discussed in the

Show Cause Notice in foregoing Para(s) are listed as Annexure-A.

((
Kumarf! .4zoL_

Additional Commissioner

DrN - 2-o 2_2017 Ltvt N 0o a 0777c go
BY Speed Post/H.D./E.mail
F. No.VIII/48-5G/EPC/Industrial Solvent/Inv./2022-23

To,
M,/s. Industrial Solvents and Ghemical Rrt. Ltd.
Plot No. ?906-2909 GIDC,
Ankleshwar, Guj arat-393002.

Dated 08,07.2022

Copy to:
(i) The Commissioner of Customs, Customs House, Navrangpura, Ahmedabad.
(ii) The Principal Commissioner of CGST, Vadodara-Il Commissionerate.
(iii)The Principal Commissioner of Customs[Preventive], Jamnagar.
(iv)The Assistant Commissioner of Customs, EPC-04 Bharuch.
(v) The Superintendent(Systems), Customs Commissionerate, Ahmedabad, for uploading on the

official Website of Customs Commissionerate, Ahmedabad.
(vi)Guard File.
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