\ 2107 I N THE SUPREME COURT OF | NDI A
Cl VI L APPELLATE JURI SDI CTI ON

Cl VI L APPEAL NOS. 7180-7184 COF 2005

CHACKOLAS SPI NNI NG AND WEAVI NG M LLS LTD

APPELLANT( S)
VERSUS
COW SSI ONER OF CENTRAL EXCI SE, COCHI N
RESPONDENT( S)
ORDER
The only question of law involved in these appeals is as to
whet her t he provi si on of Rul e 6(b)(ii) of th
e Central Exci se

(Valuation) Rules, 1975 (hereinafter referred to as "the Val uation

Rul es") are applicable to the case at hand or not.

The facts in brief are as foll ows:

The appel | ant conpany is engaged in the manufacture of cotton
yarn, woven fabrics of cotton, staple fibre yarn and woven fabrics
falling under Central Excise tariff headings 5205, 5209, 5510 and
5514 respectively of the Schedule to the Central Excise Tariff Act.

The products manufactured by the appellant are |eviable to paynent

of excise duty. The appellant has filed declaration in this b
ehal f

with t he exci se depart nent. It is t he adm tt
ed case of t he

appel | ant t hat t he appel | ant has been captively

usi ng certain
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fabrics, which were exenpted fromthe payment of duty.



Since the

yarn was not sol d by the appellant but was consuned captive
y in
-2
t he manuf act ure of fabrics, t he question of val uation
her eof

arises while deternmning the excise duty that was payable on the

manuf act ure of yarn. The respondent - exci se departnent val ued the
same by applying the provision of Rule 6(b) (ii) of the Valuation

Rul es. The relevant provisions of this Rule, as it existed, at the

relevant tine reads as under: -

"6(b) where t he exci sabl e goods are not sold by the
assessee but are used or consunmed by himor on his
behal f in t he producti on or manuf act ure of ot he
r
articles, the value shall be based-
(i) on the val ue of conparabl e goods produced or
manuf act ured by the assessee or any other assessee...
(i) i f t he val ue cannot be det er mi ned unde
r
sub-cl ause (i), on t he cost of producti on 0
r
manuf act ure i ncl udi ng profits, if any, whi ch th
e
assessee woul d have normal ly earned on the sale of such
goods. "
As poi nted out above, the yarn has been captively consuned by
t he appel I ant . In t he pr oducti on/ manuf act ure of unpr o
cessed
fabrics, Rule 6(b)(ii) directly applies to such cases where the
exci sabl e goods are not sold but are used or consuned captively.
Under clause (i) of Rule 6(b), the value is to be based on the
val ue of conparabl e goods produced or manufactured by the assessee
or any ot her assessee. Since there was no such comuodi ty
or
mat eri al avail able to show the val ue of any chargeabl e goods, the
case was covered under sub-rule (ii) of Rule 6(b). That is, t
hus,
the only provision under whi ch the val ue coul d be deternined
The
-3-
only statenment of the appellant is that since it was incurring

| osses in the production of yarn in the previous year it did not



i nclude any notional profit while dealing with price of goods under
Rule 6(b)(ii) by the Departnment. That cannot be accepted inasnuch
as sub-clause (ii) of Rule 6(b) does not deal with the situation
where profits should be actually earned which is clear fromthe

| anguage "which the assessee woul d have nornmally earned on the sale
of such goods". Thus, the notional profits could be taken into
consi deration and added while arriving at the value of captive

mat eri al . This is exactly the exercise that was undertaken by the
Department and has been uphel d by t he CESTAT. W may poi nt out
that ten per cent notional profit was added which has been found to
be reasonabl e by the CESTAT relying upon the judgnent in Union
Carbide India Ltd. vs. CCE, Calcutta [2003 (158) ELT 15]. We t hus

do not find any error in the inpugned order passed by the CESTAT.

These appeal s, therefore, in our opinion, have no nerit and

are accordingly dism ssed.

......................... ,J
[A K SIKR]
......................... . J
[ ROHI NTON FALI NARI MAN|
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UPON hearing the counsel the Court made the follow ng
ORDER

The civil appeals are dismssed in terns of the signed

order.
(Ashok Raj Singh) (Suman Jai n)
Court Master Court Master

(Signed order is placed in the file)



