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SUPREME COURT OF I NDI A
RECORD OF PROCEEDI NGS

ClVIL APPEAL NO. 4186 OF 2000

Conmmi ssi oner of Centr al Exci se,
Ilant (s)
Munbai .

Ver sus

Uni versal Luggage Manufacturing Co.
ndent (s)

Ltd.

(with office report)

Wth
Cvil Appeal No. 277 of 2001 (Wth office report)

Date: 09/11/2005 This mater was called on for hearing today.

CORAM :
HON BLE MR JUSTI CE ASHOK BHAN
HON BLE MR JUSTI CE ARUN KUMAR

For Appellant(s) T.S. Doabia, Sr. adv.
Shai | ender Sharna, Adv.
Jagjit Singh Chhabra, Adv.

P. Par neswar an, Adv.

sS85

For Respondent(s) M. Dushyant A. Dave, Sr. Adv.
M. Pratap Venugopal, Adv.
Ms. Surekha Raman, Adv.
M. Harshad V. Hanmed, Adv. for
Ms. K J. John & Co.

UPON hearing counsel the Court nmade the foll ow ng
ORDER

The appeals are disnissed in terns of the signed order. No costs.

(J.S. Rawat)
ngh)

Court Master
t Master

[ Signed order is placed on the file].

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

ClVIL APPEAL NO. 4186 OF 2000

Conmi ssi oner of Central Exci se, Appel lant (s)
Munbai .
Ver sus
Uni versal Luggage Manufacturing Co. Respondent (s)
Lt d.
Wth

Cvil Appeal No. 277 of 2001

ORDER

Conmi ssi oner of Central Exci se, Munbai - I 1, t he appel | ant

t hese appeal s, aggrieved against the orders of the Custons, Excise & Gold

(Control) Appel | ate Tri bunal , Munbai (for short "the Tri bunal ")

uphol ding the orders passed by the authorities below, has filed the present

appeal s. The assessee, nanel vy, M s. Uni ver sal Luggage Manufacturing
Co. Ltd., Munbai (for short "the assessee") is the respondent in these
appeal s.

Accor di ng to t he appel | ant, t he assessee is engaged in

manuf acturi ng of noul ded | uggage falling under Chapter Sub-Headi ng No.

4201. 00. The assessee floated a 100 per cent subsidiary conpany of its

own under the name and style of Ms. Aristocrat Marketing Ltd. (for short

"the AML") and started routing the bulk of their sale to its deal ers through

the subsidiary conpany, i.e., AM., thereby reducing the assessabl e val ue

t he



of its products w. e.f. 1st of June, 1987. I nvestigations reveal ed that the

assessee had floated AM. and shifted sone of the advertising expenses

which is to be included in the assessable value to AML with a deliberate

intention of reducing the assessabl e val ue and thereby evadi ng exci se duty.

The Col | ect or of Central Exci se, Bonbay- | | (for short "the

Col l ector™) i ssued a show cause notice to the assessee on 29th of June,

1990 to show cause as to why (i) t he prices (after t he perm ssi bl e

deductions) at which the goods were sold by AML to their dealers should

not be taken as the assessable value for the purpose of charging centra

exci se duty; (ii) t he differential duty shoul d not be recovered from the

assessee under Section 11A(1) of the Central Excise and Salt Act, 1944

read with rule 9(2); (iii) penalty should not be inmposed upon the assessee

under Rule 173Q of the Central Excise Rules, 1944; and (iv) the plant,

bui I di ng, I and, machi nery, etc. shoul d not be confiscated under t he

provisions of rule 173Q?

The respondent contested the notice. It was admitted that AML is

a rel at ed person to t he assessee. The notice was di schar ged by t he

Col | ect or hol di ng t hat there was no evasi on of t he exci se duty by t he

assessee and that the assessee had cleared the excisable goods to AWML at

the factory gate at the sane price at whi ch it had been cleared to
t he
deal ers i ncl udi ng t he Cant een St ores Depart nent (CsD). Si nce t he

assessee had sold the goods at the factory gate to AML on the sane price



at which it had been sold to other dealers and CSD, the AM. al t hough a

rel ated person, was not shown any favour or that the sale nade to AML

was not done to evade the excise duty. The Collector in his order recorded

two significant findings, which are as under

(i) "On cl ose perusal of records, I find t hat t he
assessee had filed Price Lists i.e. Proforma-1 with effect

from1l.6.1987 as stated in the Show Cause Notice. The

assessee had cl eared exci sabl e goods to t he tune of

Rs. 46, 63, 80, 823. 64 during the period June 1987 to My,

1988, at their decl ared prices. During the rel evant

peri od, sal es to M s. AML wer e Rs. 29, 88, 30, 105. 00,

sales to dealers were Rs. 3,21, 08, 308. 00, sales to Canteen

Stores Department were Rs. 13, 31, 39, 043.49 and sales to

others i.e. Export and DGS&D were Rs. 23,03, 367.15."

(i) "From the sales pattern of Ms. UM it can be
observed t hat M s. ULM  had effected a total sal es of
Rs. 29, 88, 30, 105. 00 to Ms. AML  and to ot hers a total
sal es of Rs. 16, 75, 50, 718. 64 (i.e. to deal ers, CsDh,
DGS&D and Exports) during the period January, 1987 to

May, 1988. Simlarly, t he sal es ef fected during t he
peri od June, 1988 to Mar ch, 1989 wer e Rs. 1, 841. 86
lakhs to Ms. AML and to others were Rs. 1, 369. 39 | akhs.

(i.e. to Dealers, CSD). Al the sales had been effected at

the price filed by the assessee in Profornma-I. It is, thus,
evident that no special consideration had been extended

to M s. AM_, whi ch is a subsidiary concern of M s.
ULM further t he sal es ef fected to CSD, Exports,
DGS&D are covered within the neaning of Section 4(1)
(a) as discussed herein before."

The aforesaid findings of the Collector have been upheld by the

Tri bunal by observing thus:

........ It was, and is the stand of the respondent, and not
disputed by the department, that the price at which the
goods are sold to different classes of buyers is the sanme
price at which it sold the goods to AM.."

Counsel for the parties have been heard.

It is not disputed that the sales nade to the persons other than the

rel ated person, were of significant quantity, viz, for the period from 1st



June, 1987 to Mar ch 1988 t he sal es to per sons ot her t han t he

person was to the tune of nearly 36% and for the period fromJune 1988 to

March 1989 the same was to the tune of nearly 43% Thus, in our view,

the price at which the goods were sold to the persons other than the rel ated

person could formthe basis for determnmining the value of the goods for the

pur poses of levying duty thereon. Since the assessee had cl eared the goods

by way of sale in favour of a related person at the sane price at which it

had been sold to other buyers, we are inclined to accept the view taken by

the Tribunal as well as that of the Coll ector

For the reasons ment i oned above, we do not find any merit

t hese appeals and disnmiss the same with no order as to costs.

New Del hi ;e

Novenber 09, 2005. ( ARUN KUMAR)

rel at ed



