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N.ew Custom House. Ballard Estate, Mumbai - 400 001
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F.No. CAAR/CUS/APPL/144, 1 49/2025 - O/o Commr-C AAR-Mumbai fa,Tta/Date: 21.11 .2025

Ruling No. & date

Issued by[

CAAR/Mum/ARC/ 112, 113/2025-26 dated 21. 1 1 .2025

Shri Prabhat K. Rameshwaram,

Customs Authority for Advance Ruiing,s, Mumbai

Tata'Autocom}) Gotion'Green Energy Solutions Systems
Limited

Name and address of the

applicant

Taco l-Iouse, Off Law College roads V. G. Damlc Path,

Erandwar,c. Pune, Maharashtra – 411004

{ Email: rahul.khandclwa I @ tataautocomp.com}

I. The Commissioner of Customs, NS-V,
Jawaharlal Nehru Customs House, Nhava Sheva

I'aluka: \Jran Dist. Raigad, N41aharasht.ra ---- 400707.
The Pr. Commissioner of Customs,
Port User Building. Mun.dru Port.
M’,llldra, Ku.Ich Gujarat -3'7042 1 .

(! !mail- commr-cusmunc1,r£l(Z4nic. irl).

Corlccrried Conlmissioncratc

aL

WHaTTH/ N.B.:

1 . at'1%un'5 afin=Iq, 1 962 {t via 281 Tn n-var (2) & aBa fw{ qq {u win # q© xfi Mrt
EFl f+:qK% miX +T vrift }I

A copy of this order made under sub-section (2) of Section 28-1 of the Customs Act. 1962

is granted to the concerned free of charge.

qx ©fbv M3hartPr 7h-ftsmm qH lawctH+& fwTq HUTU it th,T +rUTtER + 60 fiBa ,+kn

ltd-ha imlqR k zn ar'mq&wrH+l-arrFftl

Any appeal against this Advance Ruling order shall lie before the iIig Ir (:our t o t
ECU!iFWed ,il[kcligtion. within 60 days from the date of the commun icati'.in of such ruling
or order

3 mtr 28-1 % +§awftnwrTnrwTq- vw ©Fiqfqfwki ifR -wma% vr %rF qr Mt f+ ve,nq dR

a%, IW; amal VI ©fgq Whl ww- Trm % %r &qr, it qt %+ FIl

The advance ruling pronounced by the Authority under Section 28 - [ shall remain valid
fOr three years ot till There is a Chan£e in law of facts on the basis of Whil;1I 'ti,lc adval-!ce

ruling has been pronounCed, whichever is earlier.

F : a 1• fi;iI

>
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4. aFt yTftnwrqjq4tv@4r } $r.an## RrTFaRm WhigimEI$ #rat=ft#T=TmwrFftg<Tyra

f4vr Tru vr, Va VI6 + d 3lara af+a w-fwrT qTqWI

Where the Authority finds that the advance ruling was obtained by the applicant by fraud

or misrepresentation of facts, the same shall be declared void ab initio .

GIftIq fBfhhl / Advance Ruling

Tata Autocomp Gotion Green Energy Solutions Systems Limited (having TEC No.

AALiCT8266H) and hereinafter referred to as 'the applicant', in short) filed an application
(CAAR-1) for advance ruling before the Customs Authority for Advance Rulings, Mumbai
(CA AR in short). The said application was received in the secretariat of the CA AR, Mumbai

on 31.07.2025 along with enclosures in terms of Section 28tl (1) of the Customs Act, 1962

(hereinafter referred to as the 'Act' also). The applicant is seeking advaace ruling in relation to

applicability of entry number 527B of the Notification No. 50/2017-Cus dated 30 June 2017
which prescribed lower duty rate for import of “Lithium-ion cell for use in the manufacture of
battery or battery pack of the electrically operated vehicle or hybrid motor vehicle” in various
scenarios or otherwise.

2. The Applicant vide their application has submitted as follows:

2.1 - As part of the business, Tata Auto Comp has joint ventures (' JV’) in partnership with

leaders of the global auto component industry for the purpose of manufacturing, marketing and

export thereof of automotive components and systems which inter alia include engine cooling
Solutions, automotive batteries, motors, electronic solutions for automobi]cs, etc. In relation to

the above activities, it entered into a Joint Venture with ' Gotion’ which is a leading Battery Cell
and Battery Pack manufactUrer in the Chinese market with multiple facilities in China.

2.2 For manufacture of battery or battery pack, the Applicant imports Lithium-ion cells

under the benefit of entry number 527B of the Notification No. 50/2017-Cus dated 30 June

2017 (as amended) which prescribes lower duty rate for import of “Lithium-ion cell for use in
the manufacture of battery or battery pack of the electrically operated vehicle or hybrid motor
vehicle”. The said eXemption is subject to a condition that the importer shall conrply with the

provisions of Customs (Import of Goods at Concessional Rate of Duty) Rules, 2022 (IGCRD

Rules)

2.3 in respect of the cells used for manufacture of battery packs which are sold, the

Company intends to claim the benefit as per aforesaid exemption entry which is squarely
applicable for the manufacturing activity to the carried out by the Applicant. However,

considering the specific intricacies of business and manufacturing process involved vis-a-vis
the language used in the exemption notification read with IGCRD Rules, 2017 as regards the
term “manufacturing” which is not defined, the Applicant wishes to seek advance ruling to

clarify on certain scenarios which in its view are incidental and

Page 2 of 26
&



:fL+

Urereby fit into the inlent of exemption provided under entry number 527B of the Notification
No. 50/2017-Cus dated 30 June 2017.

3. The following is the end-to-end manufacturing process/ business process:

3 . 1 The imported cells are graded to ensure similar voltage cells are grouped together. The

process is referred as Open Circuit Voltage (C)CV) grading. The graded cells are then

assembled in module followed by CL.W wei(ling and PLW welding. Plates and brackets are

attached to module to link them together. This is followed by tray assembly wherein other
components like pre-charge relay, resistor, contactor, current sensor and other comDonents are

installed. Once battery packs are formed, various tests are performed including electrical

performance test, EOL test and air leak test. Quality packs are stored for further dispatch.

3.2 Post issuance for production in the process of manufacture, some cells (imported goods)

get damaged and bccorne obsolete and cannot be used further. These cells are sold/ will be sold

to the Government Authorized E-waste agency.

3.3 Before. putting these goods in manufacture of Battery. packs, it is observed khat these

cells are not meeting standard quality requirements. Hence,. these cell$ are not issued for

production. However, due to various logistic challenges, these cells are no.t rcturn';d to the
exporter but are so.Id to the Government Authori4ed E-waste agency.

4. The Applicant seeks for an advance ruling to in relation to applicability of entry n tImber
527B of the NQlincation, No. 50/2017-Cus dRted 30 June 201’/ which prescribed lower duty

rate for import Qf “Lithium-jon cell for use in the .manufacture of battery or battery pack of the

QICC',rically operated vehjcle or hybrid n}otc)r vehicle” in below scenarios:

(A)

(B)

(C )

(D)

Imported. cells'used in manufacture of battery or :battery packs intended for use as

replacements .due .to defgets or under warranty conditions. (Scenario 1,)

Trnporled. cells that fall. obsolete during .the manufacturing p+'_ocess and tIreD the said

QQlls arc sold as scrap .(Scenario, 2 )

IrnporLed cells that have been found to be defective post import and hence not

issued to producLion (Scenario 3 )

If the aIlswpr. to the above qucstjons is. negative and the. Applicant would be

required to pay back the benefit availed, from which date interest would be

payable?

5. AppILeant:s interpretation of_La)aFlcts

5.1 , As per provisions. of Customs ,Act, 1962, .any goods imported into, India are sub.}pct, to

custorIis duties which shall be levied ,at such rates as may be specified under the Customs
Tariff Act. 1975
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5 ;2 Section 2 of Customs Tariff Act, 1975 (CTA Act. 1975) provides that the rates at which
duties of customs shall be levied under the Customs Act, 1962, are specified in the First and

Second Schedules. The rates specified in these schedules are the standard rate applicable 'for
sUcll goods.

5.3 Rule 10(1) of IGCRD Rules provides that the importer who has availcd the benefit of
a notification shall use the goods imported in accordance with the conditions mentioned in the

concerned notification within six months from the date of import. In instant case, the imported

cells are to be used in manufacture of battery or battery packs of electrically operated vehicles.

Applicant’s interpretation w.r.t. Scenario I

5.4 in Scenario-1, the Applicant will use the irnported cells in -manufacture of battery .or
battery packs; However, these battery or battery packs are intended for use as repIAcements due
to defects or under warl'anty conditions. Thus, the ess:ntial condition that the cells should be

used for manufacture of battery pack is complied.

5:4.1-' As a common industry practice,- goods' are sold to customer with condition of

replacement within given warranty time period. Accordingly, if there is'a defeet in the goods

sold -within the agreed warranty period, the Applicant provides its customer with replacenrent

products. In this regard it is submitted that the Applicant imports cells for manufacturing of
battery or battery packs. Such battery packs can be intended for fresh sale or as replacement

for defective goods. The aforesaid exernption notification imposes conditions solely

concerning the employment of such cells within battery packs and does not specify that the
benefit is contingent upon the sale of these battery packs.

5'.4.2 ' Therefore, it can be said that sach imported cells, uscd for nlanufacture of
replacement parts should qualify for exemption under Serial No. '527 13 of Notincation No.

50/2017, as they are being employed in the production of battery packs for electrically operated

vehicles as required in condition mentioned therein.

Applicant’s interpretation IV.r.t. Scenario - 2

5.5 in 'case of Scenario-2 - the cells are issued for manufacture and during the

manufacturing process, these cells get damaged/ obsolete. It is important to note that every
manufacturing process involves certain line rejection/ manufacturing process loss etc. by which

certain goods issued for production, are not converted in anal products so manufactured.

However, in such cases, it can be said that the goods lost in manufacturing process are used in
manufacture .

5.5. 1 The intent of thc aforesaid exemption is to provide concessional benefit where the
goods have been used for the manufacture. The ultimate result of the manufacturing process

is imrnaterial. There is no condition that the goods on which exemption has beer, availed should
form part of the end products. i.e. battery packs in the present case. The
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in manufacture’ indicates that benefit is availablc in respect of all inputs and parts which have

been put to use for manufacturing the battery packs and not only in respect of inputs and parts

which form part of the finished battery packs.

5.5.2 Such exemption benefit under the aforesaid notification is subject to condition no.9,

which mandates the importer to follow the procedure set out in IGCRD Rules. Thus, to
substantiate the interpretation of the above, support is borrowed from the IGCRD Rules
wherein:

Under Rule 4(3) , the importer who intends to avail the benefit of a notifIcation shall submit

a continuity bond that the goods imported shall be put to use for manufacture of goods.

Rule 6 requires Itlq intporter to maintain accounts and produce before the jar.isdicliona't

commissioner indicating the goods imported which shall be put to use for manufacture of

goods or for rendering output service.

5.5.3 Here, it is pertinent to highlight that eVen the IGCRD Rules uses LLe language that the

imported goods shall be “ put to use :’ for manufacture of goods. Therefore, the intent of the
Rules is clear i.e., to provide concessional benefit where the goods have been used during the

manufacture process and not necessarily the goods which form part of the manufactured good.

£\dvanF_e Ruling and j,yrisprudeu£e qp similar fact patterLr under the Customs law

5 .S A in case ot M/s. Swnwodq Electronic India Private Limited (2024(1 1)LCX0162(AAR))

dated 20.11.2024, the Applicant is engaged in the business of manufacturing of battery packs
of cellular mobile phones. For manufacturing of battery packs, the Applicant imports lithiuln
ion cells. \Vhile deciding for eligibility of concessional rate of duty und9r Sr, No. 527A ol

Notification No. 50/2017 dated 30.06.2017 in.case of import of lithium-ion cells, where such

imports get subsequently scrapped during the manufaeturing process, Delhi AAR allowed the
bcnefit of concessional rate and held that:

' 5. 1 2 .....it is trite law iaiN in the .Dilip Kumar case that an exemption notijicati\')n

ought to be construed strictly to determine the applicability Qf the exemption provision.

ricI,vever, once the exentption becomes applicable then the provisions must be conxtr.wed

tiber(II1)' as upheld in the Union of India Vs. Wood Papers Ltd., 1199.0 (47} E.L.T. 500

(S.C,)] (Wood Papers Case’) which \vas also followed by the Fjon’b1,e Supreme CQurl
in Para 45 and 46 of the judgement in E)i'lip Kumar .Case relied on by the Ld. Assistant

Commissioner. Applying the rule laid down in Wood Papers Case (as jol-lowe-d in L)ilip
Kumar Case) to the instant matter. Since the Applicant is eligible to avail the exemption

beneBt on lithium-ion cells, and other inputs & parts for use in manuf'acture of- battery

packs of’ cellular mobile phones under the Notification 50/2017, then as per tiber(Ii
construction-of the exemption notification it can be said that such imports.whieh are

for use in manufacturing of battery packs .for, if !hey are damaged/ scrappqd during the

manb{facttIring process, will be eligible for exetnption beneDt. ”

i/ p+ n
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5 .S .4 in case of' M/s. Samsung I)ispia}' NokIa Private Limited Advance ruling No.
C/MR/Del/ Samsung Display/22/2024/ 928 ra 933 dated 04.06.2024, the language used in S

No. 5D(b) of Notification No. 57/2017 is similar to the language used in S. No. 527B of NN
50/2017 as both the notifications use the phrase '’for use”, wherein it was held that thc importer

was eligible to avail the exemption benefit under S. No. 5D(b) of the Notification No. 57/2017

in respect of inputs and parts for use in manufacture of mobile display assembly even when
such inputs and parIs get scrapped during the manufacturing procegs.

5.5.5 The Applicant further relies on decision of Allahabad High Court in case of M/s
Jhunjhunwula Vanaspati Ltd. Jaunpur (U.P.) Versus The CCE, Allahabad {2015 ( lO) TMI
1532 - Allahabad High Court] wherein the Appellant had availed benefit of concessional rate

of duty under notification No. 16/2000-Cus dated 1.3.2000 on import of palm olive oil for

manufacture of vanaspati. On decidifrg whether the benefit of concessional rate 'of duty should

be allowed on the quantity of imported palm olive oil which was lost in transit on account of
its having viscous material which sticks to the surface of the containers in which it is kept and

it is not oossible to take out the entire quantity of palm olive oil from the containers, Allahabad

HC ruled in favour of Appellant and held that “the object of grant of exemption was only to
debar' those importer/manufacturers from the benefit of the Notifications who had diverted the

products imported for other purposes and had no intention to use the same for manufacture of

the specified items at any stage”.

5.5.6 Reference can be further made to the observations made in the judgenrent of the Gujarat

High Court in the case at Goodluck Garments Pvt. Ltd. Vs. CCE: 12019 (365) E.L.T. 893

(G nj.)I wherein the appellant imported duty-free raw material for export production. The
respondent alleged that during the manufacturing process, waste was' generated more than
standard input-output norrns, therefore, such excess wastage cannot be said to have been used

in export manufacture. Consequently, the bcnent ofexcmption by way of duty-free import was
denied to the appellant. Thc Hon’ble high court in Para 16 has laid that,

“In this case, there is no dispute that the duty-.free imported goods were used in the

manufacture of fInal products for export and the waste was generated during the course

of the manufacturing process. The export obligation against the goods imported as per
the letter of intent has been fUlfIlled. It is also not in dispute that the waste u'as disposed

of qfter due permission being obtained from the Deputy Commissioner, Central Excise.

T=nd department has nowhere alleged That the duty-.free imported goods were not
consumed in the manqfacturing of the $nished goods or that such goods have been cleared

in The guise of removal ofwaste. There is no allegation relating to removal of goods with
intent to evade payment ofduties. In the opinion of this Court, once it is not disputed that
the goods were used in the manQfacturing o.-ffinished goods and the export obligation has

been duly fUlfIlled, the benefIt of exemption provided under the notifIcation in question
cannot be denied to the appellant.”
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5.5.7 Reference can also be made to the findings ofCESTAT, Bangalore in the case ot Aditya

Birla Nwo Ltd. Vs. CC 12009 (S) TA'11 434 - CESTAT, Banga/ore/wherein it has been held
that

It is settled law and also Clarified by the Board in Circular No. 36/ 1997-Customs dated

16 September 1997 that words "required for” in this defInition does not necessarily

mean actual usage cmd physical incorporation of exempted goods in the export product.
The exemption on inputs may also be allowed even if they are not exactly those used in
the export product but provided the inputs are commercially kuo\va to be usable in 1 he

product exported.

5.5.8 Reliance is further placed on decision of CESTAT, New Delhi in the case of Santtei

Colour Ltd vs. CCE [2003 (I1) TMI 485 – CESTAT, New Delhi] wherein it was held in Para
4 that,

“ We have considered the submissions of both the sides. It has not been disputed by the

Revenue that the impugned goods, imported by the appellant at concessional rate oy

duty, had been taken for use in the manufacture o/excisabte goods. Once the in}ruts hutt

been taken far yrtanufac lure of intended goods , .it cannot be claimed by the Revenue that
the inputs had )lot been us,ed in manufacture of excisabte goods as the inputs durIng

stlch manufhclure were destroyed by fIre. IVe observed that the Assistant Commissioner,

v,’hite dealing *,with disatiowance of A/locivat credit of duty paid on inputs, has clearly

given his jinchngs that “ as soon as the goods are issued .for tIle purpose of-tnanu.factt ire ;

they beqomc in the nature. .of ',york jn process-and if they, are damaged durIng this

process, it is to be treated as manufacturing loss.” The same reason is squal'e ty
applicable to the jmported goods. tV\'. therefore alto\\;. the appeal ji led by 1lne

appellants .

5.5.9 Reliance is fUrther placed on M/S. ERICSSON INDIA PVT. LTD. VERSUS GCE,
JAiPUR .2015 (4) TtViI 64 1 - CESTAT NEW DELHI (Exhibit – 5), wherein the appellant had

imported. various CQlnpc,nents for pse in the manufacture oftcjecornmunication equi.pmQnt by

a\'ailing basic cus.tc)rps duty ,exemption under Notification No.24/2005-Cus. which is -available

subject to following the.procedure prescribed under 1996 Rules. In this regard,CES'FAT Delhi
held that

'The p<>int of dispuTe in that case 1.vas as. to wIle.ther in respect Q.f the componenls_ which
had been issued fbr mar,ufcrc{t.lre and were Hst:d for assembly bld.later-on being y'uunc! to

be defective \vas re-exported, cel'n'at credit o.f the additional customs duly earlier :a:ten

would be reversible and the Tribunal in para 8 ofthe judgment after considering the Delhi

High Court jtrdglnen! in the case of Asahi India SafeTy Glass Lin'.bed '?s. Union of
'Ind;,a reported in 2005 (180) ELT 5 (Det.) held that such components itave to be V gated as

, having been. us=ed ,'and hence the. assessee cannot be asked to reverse the cen\)at

credit. Followjng the jr4dgme+rts .of the Tribunal, \\' e hold that these coynpone nts have tQ be

treated as having been used for. the intended purpose and hence the duty demand of.Rs
1,7 1,07 ,253/- would not be sustainable and has to be set as .
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jurispr’udence under the excise law

5.5.10 The Hon’ble Madras High Court in the case of Rupa & Co. Limited, Tirupur P/s The

Customs, Excise and Serviee Tax Appellate Tribunal, The Commissioner of Central Ercise
2015 (324) E.L. :r. 295 (Mad.)(Exhibit – 6) has allowed the CENV AT credit against the entire

inputs used by the assessee even when there was 5% manufacturing process loss. The l-Ic)n’bIc

High Court observed as und9r:-

“ 13. To say that what is contained in fInished product is only a quantity of dtI the inputs
of the same weight as that of' the -finished product would presuppose 'That - all

manufacturing proCesses would never ha\?c an .inherent loss in the process of

manufacture. The dxpressior! 'inputs of -such fInished product ’ contaiUed irt frnik-ned

products’ cannot be looked at theoretically with its semantics. It has to be understood

in the context ofwhat a manufacturing process is. If there is no dispute about the fact

that every manufacturing process would automatically result in some- kind of a loss such
as evaporation, creation of by-products, etc., the total quantity of inputs !hat Ment into
the making of the nnis tIed product represents the inputs of such producls in entirety.

5.5.11 Reliance can be placed on the judgement of Supreme Court in the case of Dalmia Dadrt

Cement Ltd. 12004 (7 78) ELT 13(SC)], wherein the SC has observed that the words 'For use’

has tO be intefpretated as slntended for use’. The relevant para is quoted as:

. . It must be noted that the important \A'vrds used in the relevant provisions are' goods

for use by it in the generation or distribution of such energy (emphasis snAplied'by'us).

On a plain reading of the relevant clause it is clear that the expression “for use” must
mean “ intended for use'’. If the intention of the legislature was to limit the exemption

only to such goods sold as \vere actually used by the rmdertclking in the generation and

distribution of electrical energy, the p'nraseologv used in the exemption clause would
have been different, as, for example, “ goods actually” used or “ goods used’: .'’

5.5.12 in view of the above, the Applicant is of the view that the Lithiurn-ion cells getting
damaged during the manufacturing process, the same is used in the manufacturing of
battery pack (even though not incorporated in the final product i.e., battery pack) and the
duty exemption as per entry 527B of the Notification No. 50/2017-Customs is applicable
for these goods.

Applicant’s interpretation w.r.t.Scenario - 3

5.6 There are instances wherein cells are imported, and exemption is availed under SL. No.
527B of Notification No. 50/2017-Customs dated 30 June 2017. However, before issue of these

goods for production, it is observed that these cells are not meeting standard quality
requirements. Hence, these cells are not issued for production. However, due to various logistic

challenges, these cells are not returned to the exporter but are sold to the Government

Aathorized E-waste agency.
i.. :

I n}{/r4
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In this regard the Applicant submits that the intent of importing the said cells have always

been for manufacturing of battery or battery packs. Hence, while importing the goods, the
exemption benefit is a','ailed thereon.

5.6.1 in case of Steel Authority of India Ltd. Versus CCE (1996 (7) TMI 147 - SC), while

allowing the benefit of exemption notification for goods imported with intent of specific use,

Hon’bIc Supreme Court held that:

“i. It is important to note that the exemption notifIcation required proof that the raw
napht}la was "intended for use'’ in the manufacture of .fertiliser and not that the raw
naph.tha was used in the mamtfacture ofy'ertitiser. Due emphasis }las to be given to the

clear language of the fIrst condition of the exemption notification -..

6. There can be no doubt that the raw nap}\tha that was fed by SAIL into its plant

was for the .purpose and with the intention of manufacturing .fertiliser and that iT \vas

only because ofsupervening circumsTances, namely, the lou; , uncertain and .f,'uctuat ing

availability of power, that the reformed gas produced during the inlerim stage o/

mar,ufaclure had to be vented out. The benefIt of the excwtpfion notifIcation is,

therefore, available to SAII. in regard to the raw napht tra that it utilised in.its plani .fbI-

the manufacture of fertiliser but which,for reclsons over u' Itich it had no control, did

not, in fact, res:IIt in the manufacture .of fertiliser but had, at the inTerim stage of

reformed gas , .to be vented out,

5.6.2 Drawing an anajogy from above, it is understood that the Applicant is importing cglls

'for use’ in the manufacture ofbattQry or battcry pack of electrically opc:rated vehicle or hybrid

moTor vehicles. It was always imported with intent of manufacturing battery pack. As explained

above, it has been consistently held that expression 'for use’ means 'intended for use’ .

5,6.3 Reliance is further placed on decision of Madhya Pradesh High Court in case el
Prakash Metal Crafts industries Vs. CCTt, 2016 (337) E,L.T. 342 (MP). Hence tha condition

'i;or use’ is duly complied with. It is only post receipt of goods and suitable quality checks that iI

is idel-,tined that 'got>ds are not meeting standard quality requirements and co\IId not be utiliscd..

5.6.4 Reference is drawn from judgement of non’bIc Supreme Court in BPL Display Devices

Ltd. 2004 ( 1 74) E.L.T. 'S (S.C) wherein the- Abpellaht had imported parts of picture tubes for
rdarlufacture of colour 'picture tubes and availed the benefIt 'of Notification No. 13/97-Cus. as

amended by Notification No. 25/99-Cus. While alloa’ing the benefit of said notification,
!-lon'blc Court held as under:

’'We are of the v/eu/ that no material djstinction can be. drawn between the loss on

acCoUnt of 'leakage and loss on account of damage. The word ’for us;c' Used in sin lila}

clem{>tiol4 No,tijicatiops have also been co-nst:-tIed by this Court earlier in the Staid qf

[iaFycura V. Dalmia Dad.ri Cement Ltd., 1987 (Suppl) SCC 679 to mean ’intended .fo-.

u.se'. According to thIs decision the object of gran} of exempt;„o
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importers /manIIf-ac{urers .from the bene.fIt 'of the -Notifications who -had'diverted the
products imported .for other purposes and. had no intention to use the same lot
n-,anufac£ure of the specified items at any stage. '

5.6.5 ' The Applicant further relies on judgcrncnl: of hI/'S Jhunjhun wain -V/anaspati Ltd.
Jaunft Ir (U.P.) Versus The CCE, AllaJtabad [2015 (10) TMI 1532 - Allahabad High Court]

as quoted above, which shall be applicable in instant scenario as well. Hence it is submitted

that the Applicant has availed the exemption in good faith and with intent for use in
manufacture and hence should be- allowed the benefit of exemption.

SubmissionEW.r.t. alternate possible view that the exemption would not be mpI jcable

5.7 Rule 10(3) of iGCRD Rules provides that the importer who intends to c Ieat un,utilised

or defective goods for home consumption shall have an option of voluntary payment of

applicable duty along with interest on the common portal and the particular:'s of such clearance

and the duty payment shall be reco'rdcd by the importer in thc monthly statement'

5.7.1 Further, Rule 11 of the IGCRD Rules provides for recovery of duties in certain cases

which failure on the part of the importer to comply with the conditions mentioned in sub-rule

(1 ) of rule 10 or where the payment referred in sub-rules (3) and (4) of rule 10 is not paid- or
short paid .

5.7.2 TIns, it is clear that in the present case the cxcml)tion is provided for use of tIle inlported
goods in manufacture. Accordingly, in cases where the imported goods are not used in

manufacture, it can be said that there is violation of Rule 10 of the IGCRL) Rules, and duty is

required to be paid. Further, the unutilized or defective goods shall be re-exported or cleared

for horde Consumption u15oA voluntary duty payment. Howcvdr, in instant case Cell's are

imported from China and cannot be re-exported back due to various restrictions there.

5.7.3 Similar view was also expressed in Circular 10/2021- Customs dated 17 May 2021

(issued in the context of IGCRD Rules 2017 which had similar provisions) wherein para 4.11
v/as read as under:

“ Re-Export or clearance for home consumption:

An importer shall utilise the imported goods for the intended purpose or re-export the

same, within a period of six months from the date of import, failing \ulrich the importer
is liable to payment of duty with interest, as per the procedure laid out in the said
IGCRD Rules

In the case the importer intends to clear the unutitised or defective goods on payment

of requisite duty and interest. the import duty payable would be equal to the difference
between the duty leviable on such goods but for the exemption availed and that already

paid, if any, at the time of importation. along with in,
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notiPcation under section 28 AA. The period for calculation of' i nt eresf would start from
the date of import of such goods and end with the date of actual payment [refer rule
7 (2)]

5.7.4 From the above, the Applicant understands that the cells being imported under IGCRD
Rules are to be used for the intended purpose or re-exported. Further, as per para 4.12, the
defective or unutilized goods need to be cleared on the payment of the duty along with interest.

Submissions w.r.t. coInputationJUnterest in case would be required to pay back au
benefit availed

5.8 in relation to computation of interest, aforesaid Circular suggests that in the case the

imporler intends to clear the unutilized or defective goods on payment of requisite duty, interest
is to be computed for a period starting from date of imF)OIl to date of payment of differential

duty. 1Iowe\'er, it, may be noted that the imported goods were intended for manufacture of

battery packs and hence exemption benefit is availed.

Further the excmpLion allows imported to utilise the goods within 6 months of import.

It is only after completion of six months and not using goods within that time, the exemption
CQndition does not get saTisfied. .HencQ, in such cases, the interes.t, if any,.shall be levied from

the, first day after completion of the six months to date of payment of differential duty.

Considering the co{nprchcnsive reasoning provided above read with re19vant ,legal

prceui9ncc, the applicant believes that the Lithium-ion cells imported by it for rnanufacturc oi

battery and baltcry packs.of the electrically operated vehicle or hybrid motor -vehicles shoujd

be eligible fdr exemption under 'SI. No. $27B of Notification No. 50/2017-Customs dated 30

June 2017 under above seenarios. Further, in case exemption is not available and duty is 'LO be

paid back, intere$t should be computed starting From the first day after completion of the six
months .

Port of Import an[IIg?b_from concerned jurisdictional CommissioB_crate

6, The applicant in their CA AR-1 indicated that they intend to import the subject good!;

i.e. Litium-ion Batter t Cell at the jurisdiction of Office of th’e Commissfoner of Customs, NS-
V,- JNCH: Ntlava She\’a, Mumbai-II and The Pr. Commissioner of Customs, Poll User

Building, Mundra Port, Mun(ira, Kutch Gujarat :370421. The application was forwarded to the
I-he Pr. Commissioner of Customs, Port User Building, Mundra Port, Mundr& Kutch Gujarat
370421 fot their comments on 18.08.2025, 29.09.2025, 16. 10.2025 and 03.11.2025. llowcvcr,

IIO resPonse was received from the concerned Commissionerate. The application n’as 'also
forwarded to the Office of the Commissioner of Customs, NS-V, JNCH, IVhava She\'a,

Mumbai-II for their comments on 18.08.2025, 29.09.2025 and 16.10.2025. The concerned

Cotnnris3io-nerate s.Jbnritted th6ir comments ori 28.10.2025 whcrdin it is mentioned that:
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6.1 - From the notification it is evident that the exemption under Serial No. 527B of
Notincation ibid, shall apply to the import of lithium-Ion cells that are intended for use -in the

manufacture of baTtery or battery pack of electrically operated vehicles or .hybrid motor

vehicles, subject to the importer’'s compliance with the provisions of the Customs ( Import of

Goods at Concessional Rate of Duty) Rules, 2022 (IGCRD Rules).

6.2. As per provisions of the Rule 10(1) of the IGCRD Rules, the Notification benefit of
this exemption shall be available only when the imported lithium-ion cells are used or intended

to be used in the aforesaid rnanufacturing process within the prescribed time frame as stipuiat'ed

under Rule 10(1) of the IGCRD Rules. Any quantity of such imported cells -which remains
urrdtilized. found defective prior to use, or not used in manufactur6 within the specKled period

shall be liable to duty and interest in accordance with Rule 10(3) and Rule, 1 1 of are said Rules.

6.3 The concessional rate of Basic Customs Duty (BCD) under Serial \o. 527B ibid applies

only when lithium-ion cells are irnported for use in the manufacture of battery or battery backs

meant for electrically operated vehicles (EVs) or hybrid motor vehicles, it is pertinent to refer

to the definition of the term “manufacture” as provided under Rule 3(1)(i) of the Customs
(Import of Goods at. Concessional Rate of Duty) Rules, 2022 (IGCRD Rules), whIch reads as

follows : "manufacture" -means. the processing of raw materials or inputs by the impQrter in any

manner that results in emergence of a new product having a distjnct nature or character or usc

or name; and the term ’'manufact'urer" shall be construed accordingly:

6.4 Therefore, from the above facts of the discussion, it emerges that the concessional

benefit under the aforesaid notification shall be available only if; i, the imported lithium.-ion

cells are used or intended to be used in a process of manufacture of battery or baKery pack ii.
the manufacturing process results in the production of a new battery or battery pack> having a
distinCt nature. Character. or use.

6.5 .In view of'the above, it would be concluded that the benefit under the said notification

will not be available for i. the imporLed cells not utilized for such manufacturing purposes
within the prescribed time frame as stipulated under Rule 10(1) of the' IGCRD Rules, ii. the

itnported cells found defective and hot used for manufacturing of battery or batter+ pack; iii.
the impo'rted cells used for replacement or repair of an existing battery or battery pack covered
under warranty conditions.

5.6 In view of thc aboVe discussion, the reply to the question of ruling is as under

i. Whether the benefIt of cn,try nunrber 527B would be applicable for imported cells used in
manufacture of battery or battery packs intended for use as replacements due to defects or under
warranty conditions.

Ans:- No, as the cell replacement or repair of an existing battery pack does not qualify the

definition of manufacture for the reason that this will not produce new product and hence7

benefit will not be available under Entry 527B of the notification ibid.

ii. Whether said bengal would be applicable to the imported cells that fali obsolete during the

’':’"*'T:-':';"';;.’"''."'"':*'=’''”;“”' :1:
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Ans:- No, as the said cells are sold as scrap i.c not used in the manufacturing of the battery or
battery pack and hence it will fall under the category of the unutilized goods which will be

governed by the provisions of Rule 10( 1) of IGCRD, 2022.

iii. Whether said benefit would be applicable to the ’imported cells that have been found to be

defective post import and hence not issued to production.

Ans:- No, as the defective goods are to be dealt with in accordance with provisions of Rule

10(1) of IGCRD, 2022, where the option either for reexport or clearance for home consumption
were given after following due procedure.

6.7 The applicant has submitted the rebuttal vide letter dated 18.11 .2025 wherein they have

reiterated the contention made in the application.

Details of Hearing

7. A hearing was held on 06.11.2025 at 03.30 PM. Shri Ajay Maheshwari and Ms. Ruchi

Bhat, representatives appeared online on behalf of the applicant for the hearing and reiterated

Lhc contention submitted with the application in as much as they wanted to import Lithium-ion
Cell for use in manufacture of battery or battery pack of electrically operated vehicle. That the

entry no. 527B of the notification no. 50/2017-customs dated 30.06.201 7 (as amended) issued

under section 25(1) of the Customs Act, 1962 prescribes lower duty rates for import oflithilim-
ion cell for the said battery or battery pack for EIV.

They relied upon the following case laws:

\ . Dalmia Dada Cement Ltd. 12004 (178) ELT 13(SC)], vv’herein the SC has observed

that the words 'For use’ has to be interpretatcd as 'Intended for use’.

2. M/s. Samsung Display. Nokia Private Liwiited Advance ruling No. CAAR/Del/
Samsung Display /22/2024/ 928 tQ 933 dated 04.06.2024, the language used in S. No, 5DO3)

of Notification No. 57/2017 i.s simitar to the langliage used in S. No. _527B of NN 50/2(317 as

both the notifications use the phrase “for use”, wherein it was held that the importer was

eligible to avail the exeynption benefIt undqr S. No. SD(b) of the Nt)TiDcation No. 57/2017 in
respect of inputs cmd parts for use in manufacture ofmobile display assembly even when such

inputs and parts get scrapped during the manufacturing process.

3. ' M/s. Sunwode! Electronic India Private Limited (2024,(I1)LCX0162(AAR)) dated
26.11.2024, in case of import of lithium-ion cells, where such imports get subsequer. Ity

scrapped during the man%facturing process. Delhi AAR allowed the benefit -of conce$sional
rate

They sought clarification on the following aspects :

(A) Imported cells used in manufacture of battery or battery packs intcndcd for uge as

replacements due to defects or under warranty condi
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(B)

(C)

(D)

Imported cells that fall obsolete during the manufacturing process and then tIle said

cells are sold as scrap (Scenario 2)

Imported ceils that have been found to be defective post import and hence not
issued to production (Scenario 3)

If the answer to the above questions is negative and the Applicant would be

required to pay back the benefit availed, from which date interest would be

payable?

7.2 Nobody appeared for PH from the department side.

Discussion and findings

8. 1 have considered all the materials placed before me in respect of the subject goods. 1
have gone through the submissions made - by the applicant during the personal hearing. I
proceed to pronounce a ruling on the basis of information available on record as =,veII as existing

legal framework. At.the outset, -I find that the issue raised in the question.in the Form C AAR-
1 is squarely covered under Section 28H(2) of the Customs Act, 1962, being a maILer related

to classiilcation of goods Under the provisions of this Act.

8.1 Before deciding the issue, let me deliberate on the legal framework prescribed in
Customs Tariff Act, 1975, Chapter/ Section notes along with HSN explanatory notes. As per

Rule 1 of GRI, the titles of Sections, Chapters and sub-Chapters are provided for ease of
reference only; for legal purposes, classification shall be.determined according to the term$ of

the headings and any relative Section or Chapter Notes.

8.2 The applicant has sought advance ruling in relation to applicability of entry number
527B Qf the Notification No. 50/2017-Cus dated 30 June 2017 which prescribed lower duty
rate for import of “Lithium-ion cell for use in the manufacture of battery or battery pack of the

electrically operated vehicle or hybrid motor vehicle” in below scenarios:

i. Imponcd cells used in manufacture of battery or battery packs intended for use

as replacements due to defects or under warranty conditions. (Scenario 1)

ii. Imported cells that fall obsolete during the manufacturing process and then the

said cblls arc sold as scrap (Scenario 2)

iii. Imported cells that have been found to be defective post import and hence not
issued to production (Scenario 3)

iv. If the answer to the above questions is negative and the Applicant would be

required to pay back the benefit availed, from which date interest would be payable.

8.3 Further, CBIC has issued Notification No. 2/2021-Customs dated 1 st Febru,ny 2021 to
-insert Entry No. 527B in the princioal exemption Notification No. 50 /2Cy1'7 -Cusic,ms dated,

30th June 2017. By virtue of the said entry, exemption is granted on the
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cells for use in the manufacture of batteries or battery packs of electrically operated vehicles
subject to the prescribed condition in the said notification.

Fhe Applicant submits that it is involved in manufacture of batteries or battery packs

of electrically operated vehicles and imports Lithium-ion cells ('cells’) for manufacturing the
same. Thus, it avails the exemption as per the said entry while importing cells. The relevant
entry reads as under:

Sr. Chapter
No. heading

527B 1 8507 60 oo

Description of goods Standard I IGST F Condition
Norate

Lithium-ion cell for use in the

rnanufacf.ure (>f battery or

battery pack of electrically
operated vehicle or hybrid
motor vehicle

Provided that nothing contained
in this Sr.No. shall have effect

after the
31 st of N<larch. 2026

I’llus,'it is' clear that the above.cxcrnption is subject to compliance of condil ion no. 9 of
the said non £ication. I-]he condition no. 9 provides that the .importer shall follow the procedure'

set out in the Customs (Import of Goods at Concessional Rate of Duty or for Specified IEnd

Use) Rules,2022 ('IGCRD Rules’).

8.4 The IGCR Scheme refers to the "Imports of Goods at Concessional Rate of Duty"
scheme, which is governed by the Customs (Import of Goods at Concessional Rate of Dutv or

for Specified End tJse) Rules, 2022, commonly known as the IGCR Rules, 2022. This scheme

enables eligible manufacturers and spccined users to import goods at a reduced or nil role of

customs duLy, subject to compliance with certain prescribed conditions. The IGCR Rules, 2022

were noh-fied by the Central Government through INol,i.Ocation No. 74/?022- Customs (N. 'I-.)

dated . 9th . September 2022 j -which superseded the earlier Customs (Intport of Goods at

Concessional Rate of Duty) Rules, 201.7. Consequently, any reference to the 2017 Rules in

exemption.potincaji'ons, including their ar,nexures, shall now be construed as a reference to the

IGCR Rules, 2022- These Rules primarily lay dOWIr thc procedural framework for availing

concessional customs duty, including requirements such as -prior intimation to the jurisdictional

customs officer. lnaintenance of usage records, and filing of quarterly returns to ensure

compliance.with the end-use. conditions. ImportQntl}-, the IGCR Rules, 2022 do not expl{Qiti','

prohibit tIle simultaneous availn lent of other benefits -hInder the CusToms Act 1.962, proVided

that .the.conditions of each applicable scheme or notification are independent]y met. Relevant

potion of the noliflcation is. as IIndet':
:6%T+ge .PPHHn/1

f.
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[TO BE PUBLISHED IN THE GAZETTE OF INI)IA, EXTRAORDNARY, -PARTII,

SECTION-3 , StJB-SECTION- (i)]
(}OVE,RNMENT OF INDiA
MINiSTRY OF FINANCE

DEPAltF'MEIVT OF REVEN UE
NOTIF.ICATION

No. 74/2022 - Customs (N. T.)

New Delhi, 9 ih September. 2022

G.S.R... ... ... ... (E). - in exercise of the powers conferred by section 156 of the Customs

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

Rate of 'Dt,try) Rules, 2017, except as respect things done or' omitted to be done before -such

supersess;,on, the Central Government hereby makes the .following rules, nawret.y ,

1. Short title and comwlencement. –-

(1) These rules may be called the Customs (Import of Goods at Concessional Rate of- Duty or
for' Specibed End Use) Rules, 2022. (2) They shall come into force on the date of their
publication in the OBcial Gazette.

2. Application. - (1) These rules shall apply where –-

a. a notifIcation provides .for the observance of these rules ;

b. an importer intends to avail the benebt of any notifIcation and such beneyq.i is

dependent upon the use of the goods imported being covered’ by that notification for the

manufacture of any contmo(tty or provision of ' out Imt service or being put to a specifIed end
use.

3, 1)qftnition. – (1 ) in these rules, unless the context otherwise requires, -
d, “ date of import " means the date of the order made by the propel' offIcer under section

47', permitting clearance of the goods ,

i. “manufacture” means the processing of raw materials or inputs by the importer in
any manner that results in emergence of a new product having a distinct nature or
character or use Or name; and the- term “manufacturer” shall be cOnsTrued

accordingly,

4. Importer to give one-time prior inf'ortnation. – (1) The intporler shall pro\?idc one-time

prior information on the common portal, in Form IGC R- i containing the followIng particulars ,

namely: –

(3) The itnporter who intends to avail the benefit of a notiDca{ion shaH submit a continuity
bond v.'iIb such surety or security as deerned appropriate by the Deputy Commissioner of
Customs or Assistant Commissioner of Customs having jurisdiction over the premises where

the goods imported shall be put to use for manufacture of goods or for rendering output service

or being put to use for a specifIed end use, with an undertaking to

ks!!)fi;(; ;iaRCre?
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5. Procedure to befollDwed. – (1 } The intporter who intends to avail the benefit of a notifIcation

shall be required to mention the IIN (referred to in sub-rule (2) of Rule 4) and continuity bond
number and details white filing the Bill of Entry.

(2) The Deputy Commissioner of Customs or, as the case may be, Assistant Commissioner of

Customs at the custom station of importation shall allow the benefIt of the notijication to the

Importer

(3) Where a Bill of Entry is cleared fbr home consumption, the bond submitted by the importer
gets debited automatically in the customs automated system and the details shall be made

available electronically to the jurisdictional Customs Of$cer.

6. Importer to ntaintai.n records.- (1) The importer shall maintain an account so as to clearly

indicate and shall pro dIce the said account as and when required by the Deputy Conuuissioner
o.f(:ustoms, or, as the case may be, the Assistant Contmissioner of Customs bcn?ing jurisdiction

over the premises or where.the goods imported shall be put to use for manrabcture of goods

or for rendering output service: Provided that in case ofnon-receipt or short receipt of goods

imported in the relevant premises, the importer shall intimate such non-receipt or short receipt
immed.lately on the comlnon portal in the Form IGCR-2.

I.G. Re-export or clearance of unutilised or defective goods. –

(1) The importer who has availed the .be,neD!, of a notification sbc;U use the gotIdg

imported in accordance..with the conditions mentioned in the concerned notifIcation within

the .period and with respect to urlutilised or (leI-ective goods, SQ imported, the importer shall
have an option to qither re-export.or clear the' same for home consumption, within the said

period, namely -

(i) within the period specifIed in the notifIcation;
(ii) within six months $'om the date of import, where the time period is not specifIed in
the notifIcation :

- Pr9vIded thaI. the said period of .six months can be .further extended by the

jurisdictional C:omntissioner for a period not exceeding three months, if sufficient reason is
sho\"n that the causes for not .conforwting Io the time period ~were be-)?ond the imporier’b
control '

(2)- Any re-export of the unutiliscd or defectiVe goods referred to in sub rule. (1,) shall
he recorded by the importer in the monthly statement by providing the details of necessary

export documents: 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.

(3) The importer who intends to clear unutilised or defective goods :for' home

co.nsl Impi i.on shall.have an option of voluntary payment of applicable duty along with interest
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on the cowunon portal and the particulars of such, clearance and the duty payment shall be

recorded by the ilnpot'-ter in the monthly statement.

(4) The importer shall have an option to clear the capital goods imported, after having
been used .for the specifIed purpose, on payment of duty equal to the difference between the

duty tevluble on such goods but for the exemption availed and that already paid, if any, at the
time ofiutportation , along with interest , at the rate fIxed by the notifIcation issued under section

28 AA, on the depreciated value allowed in straight line method as under –

i. for every quarter in the fIrst year @ 4%;

ii. for every quarter in the second year @ 3%:
iii. _for every quarter in the third year Rb 3%;

iv. _for every quarter in the fourth and Mh year @ 2. i%;

v. and thereafter _for every quarter @ 2%.

Explanation, - (1) For the purpose of computing rate of depreciation under this rule for
any part of a quarter , a full quarter shall be taken into account.

' (2) The depreciation shall be allowed .from the date when the capital goods imported

have come into use for the purpose as laid down in the notiDcation, upTo the date of its
clearance.

II. Recovery of duty in certain case. –

(1) in the event of any failure on the part of the importer to comply with the conditions
nrentioned in sub-rule (1) of rule 10 or where the payment referred in sub-rules (3) and (4) of
rule 1 0 is not paid or short paid, 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 spe,diDed end use or .for rendering
output service shall take action by invoking the Bond to initiate the recovery proceedings of an
amount as under -

a. in case of a notijcation that provides a duty exemption, equal to the difference

bef.xveen 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 .Oxed by notifIcation issued under section

28AA, for the period starting from the date of import 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,

b. in cases where the nott$cation is other than one that 'provides an exemption benefIt,

an amount equal to the assessable value of the. goods being imported.

Fhe applicant submits that it will import lithium-ion cell for the manufacturing of the
battery or battery pack of electrically operated vehicle or hybrid motor vehicle.

8.5 -Now, I will discuss each scenario on which advance ruling has been sought. There is
no doubt that the lithium-ion cells for use in the manufacture of battery or battery pack of
electrically operated vehicle or hybrid motor vehicle are eligible for notification bencnt

provided that the importer shall follow the procedure set out in the Customs (Import of Goods
at Concessional Rate of Duty or for Specified End Use) Rules,2022.
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8.5.1 in Scenario-1, the Applicant will use the imported cells in manufacture of battery or

battery packs. However, these imported cells, used as replacement parts in battqry or battery

packs due to defects or under warranty conditions.

I-he concessional rate of Basic Customs Duty (BCD) under Serial No. 527B ibid applies

only wh9n lithiurtr-ion cells are imported for use in the manufacture of battery or battery packs

meant for electrically operated vehicles (EVs) or hybrid motor vehicles, it is pertinent to refer
to the definition of the term “manufacture” as provided under Rule 3(1)(i) of the Customs

(Import of Goods at Concessional Rate of Duty) Rules, 2022 (IGCRD Rules), which reads as

follows:

manufacture” means the processing of raw lnateriats or inputs by the importer in any

manner that results in emergence of a new product having a distinct nature or character or
use or name; and the term “ manufacturer ” shall be construed accordingly,

I'hc aforesaid exemption notification irnposes conditions solely concerning Ihc

employment of such cells within battery packs aird does not specify that the benefit is

contingent 'upon the sale of these battery packs.

In the present scenario, imported cells will be used as a replacement or repair of an

existing battery or battery packs, it will not result in emergence of a new product having a

distinQt nature or character or use or name. I-lence, it can be implied that the exemption benefit

will not be available for such lithiim-ion cells. Any quantity of such imported cells which
relnains unutilized, fourid defective prior to use, or not used in manufacture within the specincd
period shall be liable to duty and interest in accordance with Rule 10(3), 10(4) and Rule 1 1 ol
the said Rules.

8:5.2 in scenario 2, the applicant submitted that the imported cells are issued for manufacture

and during the manufacturing process, these cells get damaged/ obsolete. It is irnportant to note

that every manufacturing process involves certain line rejection/ manufacturing process loss

etc. by which- certain goods issued for production, are not converted ii anal products so

lnanufbctured. HoweveR in such cases, it can b& said that the goods lost in manufacturing

process are used in manufacture. The applicant seeks exemption benefit on the imported cells

that fall obsolete during the manufacturing process and then the said cells are sold as scrap.

The intent of the aforesaid. exemption is to provide concessional benefit where the

goods have been used for the manufacture. The ultimate result of the nranufacturing process

i.s immater'i?,1., There is no condition .thaI the goods on which exemDtion has been availed. s IIQUid

fotm part of the end products i.c. battery pack$.in the present case. The usage of words ' for- usr

in manufacture ’ .indicate$ that benefit is ayailBble in re$pect of all inputs and,pa{ts which have

been put to use for Jnanpfacturing the battery packs and not only in respect of inputs and.parts

which forbn, part of .the finished battery packs.

Under, the Customs (Import of Goods at ConQessional Rate of I)i'Hy or .for $]-,'cci6ed

I'ind.'blsc)-Ru'les, 2022 importers are generally required to 1.Itili ce 1 in 31 X
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morfths of import and have the option to re-export or clear than for home consumption iftlley
are unutilized or defective. If the goods are not used for the intended purpose, the importer is

responsible for ensuring proper disposal, which may involve Fe-export of clearance for home

consumption. Under the Customs ( Import of Goods at Concessional Rate of Duty or tGCR)
Rules, 2022, Rule 10 provides the provisions related to disposal of unutilized ot dcfective

goods. The relevarit provision is as follows :
10. Re-export or clearance of unutilised or defective goods. – (1) The ilnpol:ter b'ho

has availe(i the benefIt of a notification shall use the goods imported in accordance with the
conditions mentioned in the concerned noti71cation within the period and with respect to
unuttlised or defective goods, so imported, the importer shall have an option to either re-export

or ciear the same'f'or home consumptioN, within the said period, namely –
(i) within the period specifIed in the notifIcation;

(ii) within six months from the date of import, where the time perIod is not speci,ned in
the notifIcation:

Provided th-CIt. the said period of- six months can be y’urther exicncied by the

jurisdictional Commissioner for a period not exceeding three months, if suP,cient reason is

shown that- the causes for not conforming to the timd period wet e beyond the importer’s
control

(2) Any re-export of the unutilised or defective goods referred to in sub rule (1) shall
be recorded by the importer in the monthly statement by providing the details of hecessary

export documents: Provided that the value of such goods for re-export shaH not be 'Less than
the value of the said' goods at-the time of import.

(3) The importer who intends to clear unutitised or defective goods for honte

consumption shall have an option-of voluntary payment Qf applicable duty along with interest
on the common portal and the particulars of such clearance and the duty pa)'ment shall be

recorded by the importer in the monthly statement.

(4) The importer shall have 'an option to clear the capital goods imported, after having
been used for the specifIed purpose, on payrnel'It of duty equal to the difference between the

duty te\>table on such goods but for the exemption availed and that already paid, if any, at the

time of importation, along with interest, at the rate fIxed bj the notifIcation issued'under section
28AA, on the depreciated value allowed in straight line method as under –-

i. for every quarter in the first year @ 4%,

ii. .for every quarter in the second year @ 3%,
iii. .for every quarter in the third year @ 3%,

iv. for every quarter in the fourth and _fifth year @ 2. 5%,
v, and thereafter for every quarter @, 2%.

Explanation. - (1) For the purpo qe o.fcoynputing rate of depreciation under this rule .for

any part of a quarter, a full quarter shall be taken into account.

(2) The depreciation shall be allowed from the date when the capital goods imporTed

have come into use for the purpose as laid down in the notifIcation, upto the date of its
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It is relevant to note that while the IGCR Rules, 2022 specifically deal with unutilized

or defective goods, they do not provide a separate rule for waste or scrap generated during the
manufacturing process.

I-lowever, rule 1 0 of the IGCRD, 2022 provides specifically for unutilizcd or defective

goods. As the goods which got scrapped during manufacturing are not incorporated in the final

product and there is no limit of such losses are given in the rules, therefore, it can be implied

that such goods are to be considered as unutilized or defective goods. Hence, the exemption

benefit win not be available for such lithium-ion cells. Any quantity of such imported cells

which remains unutilized, found defective prior to use, or not used in rnanuthctr'.re within the

specified period shall be liable to duty and interest in accordance with Rule 10(3), 10(4) and
Rule 1 1 of t'i're said Rules.

1-he applicant relied upon Advance RuIIng No. C:AAR/Del/22/2024/928-933 dated

04.06.2024 in the matter of Samsung Noida Display Private Limited, issued by CAAR, Delhi.

In this regard, it is pertinent to note that an advance ruling is binding only upon the

applicant sought 'it and the jurisdictional authorities concerned. Further, on examination of the

said ruling it is observed that th6 same was rendered in the context of availnlent of the IGCIiD
Schcmc pn inputs or parts used in the manufacture of display assemblies which were scrapped

during the manuFacturing process. By contrakt tIle present case relates to the availmcnt of"

ICFCRD b&nefits on inputs of parts used in the n_andfacture of battery 61 battery pack -which'gct

scrapped during the rnanufacturing process. The issues and factual matrix are, therefore.

materially dil’fcrcnt from those considered in the Samsung rujing. Accordingly, I do not. Bn.d

the said ruling relevant or applicable for consideration in the present matter.

1-he Applicant further relies on decision .of Allahabad High Court in case of' B/1/s

Jh.ulljltunwaia Vanaspati Ltd. Jaunpur (U.P.) Versus The CCt:, Allahabad 12015 ( io) TMI
/532 - Allahabad High Court] which deals with the benefit of concessional rate of on the

quantity of imported .palmolive oil which was lost in transit wherein the Allahab pd LIC ruled
in fav.our of Appellant and held that '?the object of grant of exemption was -only to debar thosq

im}lotter/manufacturers from the ,bpnefit of thc ;Notifications who had clivenecl. the. products
ihlporte.d for other purposes and had no intention to use the same for rnanufact'drc of the

specified items at any stage” is also inapplicable as,this decision wa$ illt.cr_dec! to protect ben?

ndc m$nul'acturcrs .from being denied exemption w'1lore inputs never reached the stage of

rnanufact'irc due to such incidental losses. In the present case. however, the issue is not ol
inputs lost or damaged bpfQre or during usc, but of waste or refuse generated in the process o{

the .manufacturing and. applicability of procQdures governing the same.

1-he applicant relied upon case of Goodtuck Garments Pvt. Ltd. Us. CC'lf 12019 (365).

E.L. T. 893 (G nj.)] which deals with the wastage is in excess of the input-output nc?rms wherein

the l-Ion’ble CouN, is.of the view that the mere fact that the wastage is in excess Qf the iIlpU,t-

output norms, witho.ut anything.more, would not be sufficient for the Assistant Coljccjor::to
arrive at the satisfaction that the jn,ported fabric Iras not been
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articles for export. Condition No. 6 of the Notification No. 13/Customs, dated 9-2-198 1, cannot
be read in a manner whereby despite the fact that the assessee is in a position to show that the

entire material has been used for the purpose of manufacture of goods and thete iS no' allegation

with regard to diversion of goods, merely because the wastage nonhs arc nof satisl iCd, the

Assistant Collector of Customs can record satisfaction to the effcct that the goods have not

been used for the rnanufac'Lure of articles for export. The Appellate Tribunal was, therefore, not

justified in confirming the Customs duty on imported raw materials contained ii wastage ih
exCess-of input-output norms under the Export Import policy, is not ap})licablc because the

prcscnt case deals with the waste generated during the manufacturing process on account of
the importer and then such was'.e are to sold as scrap noI with the deviation from the norms

Further, the' appellant has relied upon various case laws which I find not applicable here

in as much the facts and circumstances of these cases are different. The Hon’bIc Supreme Court

in the matter of Bhavnagar University v. Palitana Sugar Mills Pvt. Ltd.-2003(2) SCC 11 1 has

observed that “ it is well settled that a difference in.facts or additional facts may take a lot of

difference in the precedential value of a decision ”. However, I rely on the judgement in the

case of Commissioner of Customs (Import), Mumbai v. Dilip Kumar & Company reported
as 2018 (36] ') E.L. T. 577 (S.C.) wherein the Hon’ble Court observed that

(1) Exemption notification stnuId be interpreted strictly: the burden of proving
applicability would be on the assessee to show that his case comes within the

parameters of the exemption clause or exemption nott.nca.tion,

(2) . When there is ambiguity in exemption notifIcation which is .subject to strict

intQrpretation, the benefIt of such ambiguiry cannot be claimed by the

subject/assessee and it must be interpreted in favour of the revenue.

In a prior decision in the case of Tata Iron & Steel Co. Ltd. v. State of

J har kh(Ind reported as (2005). 4 SCC 272 the two judge bench ofHon'ble Supreme Court laid
down that eligibility clause in relation to exemption notification must be given a strict meaning.

As per the Rule 10 of IGCRD Rules, 2022, it is clearly mcntioned that any quantity of
such. imported cells which remains unutili,zed, or defectiVe, or not used in manufacture within
the specified period, importer shall have an option to re-export within time limit or clear the

goods for home consumption on payment of duty and interest in accordance with Rule 1 0(3)

& (4) and Rule 1 1 of the said Rules.

Therefore, it can be said that as the obsolete cells are sold as scrap i.e not used in the

manufacturing of the battery or battery pack and hence it will fall under the category of the
urlutilized goods which will be governed by the provisions of Rule 10(1), 10(3), ] 0(4) and 11

of IGCRD, 2022.

8.5.3 in Scenario 3, there are instances wherein cells are imported, and exemption is availed
under- SL. No. 527-B of Notification No. 50/2017-Customs dated 30 June 2017. 'However,
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before issue of these goods for production, it is observed that these cells are not meeting

standard quality requirements. Hence, these cells are not issued for production. However, due

to various logistic challenges, these cells are not returned to the exporter but are sold to the

Government Authorized E-waste agency. In this regard the Applicant subMits that the intent of

importing the said cells have always been for manufacturing of battery or battery packs. I-Ience,

while importing the goods, the exemption benefit is awaited thereon.

The reliance placed on the judgment of the Hon’bIc Supreme Court in Steel Authority
of India J.td. v CCE [1996 (7) TMI 147] is further irrelevant to this case, as the issue in that

case was whether exemption on raw napbtha could be denied when, due to unforeseen

circumstances. beyond the control of the assessee, the intermediate reformed gas had to be

vcnte ti out and did noI ultimately result in the manufacture of fertiliser, despite the assessee

having the clear intention to use ,the input for the notified purpose. The Court allowed thc

benefit as the loss arosc from supen'ening circumstances (power fluctuations) and not from the
manufacturing process itself, hence, thi$ is not applicable in the present case.

T again observe that the ratio of the judgement in the case of Commissioner of Customs

(Import), Mumbai v. Dilip Kumar & Company reported as 2018 (361)_E.L. T. 577 MJ is

square.ly applicable to this scenario. This vie',v is also upheld in the case of Tata Iron & Steel

Co. Ltd. v. State of Jilarkl land reported as (2005) 4 SCC II:2 .

Rule 10 Of the IGCRD, 2022 clearly provides that

(1) The importer \\'ho has avail€d !he benefit of a nott.Dcaiiou' shalt use the goods

ilT.ported in accordance with the conditions mentioned in the concerned notifIcation wU him ihe

p-erioc!*and with respect to unutilised or defective goods, so imported, the importer shall have
an option to cither re-export or clear the same for home consumption, within the said period,
namejy ,–

(:.) within the period specifIed in the notifIcation;
(ii) Within six months from the date of import, \\'here the time period is not specifIed in

the notification

Provided. that, the said period of six months can be .further extended by the

jurisdict;,OIlat Cowlmissioner for a period not exceeditig three months, if su#cient reason is
shown that the causes for noT con/orn ling to the time period were beyond., the importer's
ctlntr€)l'

(3) The impprter who intends to clear unutilise(i or defective goods fdr horne

copsv,ynption shalt have an option of voluntary pa}.'tnent of applicable duty along with interest

on the common portal and the particulars of such clearance and the duty paymenT shall be

recorded by the importer in the monthly statement

Therefore, it can be stated that in the present case the exemption is provided for use of the
imported goods in manufacture. Accordingly, in cases where the imported goods are not us(?d

irl fnanufact'.tre, it can be said that there is violation of Rule 10 of
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is required to be paid. Further, the unutilized or defective goods shall be re-exported or cleared

for home CQnsum-)tion upon voluntary duty payment.

Furthermore, I relied on the Circular 10/2021.- Customs dated 17 May 2021 (issued in the

conjext of IGCRD Rules 2017 which had similar provisions) wherein para 4.11 was read as

under

4.11 An importer shall utilise the iI?ported goods for the intended purpose or I'c-expOrt the

same, within a period of six months from the date of import, failing which the importer is
liable to payment of duty with inTerest, as per the procedure laid out in the said IGCR.Ru-L'es.

8.5.4 in scenario 4, the applicant sought clarification, if the applicant would be required to
pay back the bQncflt availed, fronr which date interest would be payable-

Rule 1 1 of the IGCRD, 2022 provides that-

Ii. Recovery of- duty in certain case. –
(1-) in the event of any -failure on the pail of the importer to contpl)? with the conditions

mentioned in sub-rule (1) of rule 10 or where the payment referred in sub-rules (3) and (4) of

rule !o'is not paid or short paid, the Deputy C:'otnmissioner of Customs or, as tIle case nrav be,

Assistant Commissioner of Customs having jurisdiction over the premises where the imported

goods shall be put to use for manuy’acture of goods or for specifIed end use or .for rendering
output service shall take action by invoking the Bond to initiate the recovery proceedings of an
aw lo-ant cls under –

a. in case of a notincafit)n that provides a duty exeynpiion, equal to the difference

between the duty teviabte. on such goods but for thq exemption and that qjrec ld)' pa;,d, ifany. al
the time o.f'importation, along with interest. at the rate fIxed by notifIcation issued under section

28 AA, Ar the period startingfront the date of import of the goods on which the exemption was
avaited and ending with the date of actual payment of the entire amount of the difference of

duty that he is liable to pay;
b. in cases where the notifIcation is other than one That provides an exernpti,on benefit,

an (rrnou.nt equal to the assessable \cIIne of the goods being imporTed.

Also, Circular 10/2021- Customs dated 17 May 2021 (issued in the context of IGCRD
Rules 2017 which had similar provisions) wherein para 4.12 u'as read as under:

4.12 in the case !he importer intends to clear the u.nutilised or de.fcciive goods on paynlen:
of requisite duty and interest, the import duty payable would be equal to the diff'el'er,ce behveen

the dltty leviable on such goods but for the exemption evaded and that already paid, if any. at

the time of- importation, along with interest at a rate as fixed by notifIcation under section
28/LA. The period .for calculation o.f interest wouLd start .from the date of import Qf such goods

and end with the date of actual payment.
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l?ron1 the above, it is ampule clear that if the importer fails to comply with the conditions
mentioned in the notification, then the interest on duty is payable from the date of import. The

term “Date of Import” as provided under Rule 3 (1) of IGCRD Rules, 2022, which is as under-

-date of import ” means the date of'the order made by the proper offIcer under section 47,

permitting clearance of the goods ,

Therefore, it i_s clear that in the event of any failure on the part of the importer to comply

with the conditions mentioned in sub-rule (1) of rule 10 or where the payment referred in sub-

rules (3) and (4) of rule 10 is not paid or short paid, the importer is liable to pay differential
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 axed by notification issued under section
28 AA, for the period starting from the date of import 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

In view of the above discussions and findings, my answers in respect of the questions9

asked in the present application are as follows :

a) Benefit will not be available under Entry 527B of the notification to the Imported cells
used in manufacture of battery or battery packs intended for use as replacements dLC.to
defects or under warranty conditions as the cell replacement or repair of an existing
battery pack does not qualify the ddnnition of manufacture for the reason that 'this will
not produce new product.

b) Benefit will not be available under Entry 527B of the notification to the IMported cells
that fall obsolete during the manufacturing process and then the said cells are sold as scrap
as the said cells i.e not used in the manufacturing of the battery or battery pack and hence
it will fall under the category of the unutilized goods which will be governed by the
provisions of Rule 10(1), (3), (4) and 11 of IGCRD, 2022.

C) Benefit will not be available under Entry 527B of the notification to the imported cells
that have been found to be defective post import and hence not issued to production as

the defective goods are to be dealt with in accotdance with proVisions of Rule 10(1),' (3),
(4) and 11 of IGCRD, 2022; where the option either fbr re-export or clearance for hoare
consumption were given after following due procedure.

d) 1-he Applicant would be required to pay back the benefit availed, and interest would be

payable for the period -starting from the date of import of tha goods on which the
exemption was a'.'ai]ed and ending with the date of actual payment of the entire amouJi'I
of the difference of duty.

I rule according IIv10

$#
(Prabhat K. Rameshwaram)

Customs Authority for - Advance P,',+lings,

IUit
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This copy is ccr Lined to be a true copy of the ruling and is sent to:

1. t'ata Autocbmp Go',ion Green Energy Solutions Systems Limited

1-aca FIousc, off Law College road, V. G. I)amlc Path,
Erandwanc, Pune,. Maharashtra -– 4 11 004

{Email: ra'nu!.khandelwal@tataautQcomp.com}

a I-he Commissioner of Customs, Ns-V,
Jawaharlal Nehru Customs House, Nhava Sheva

!'aluka:Uran, Dist. Itaigad, Maharashtra -– 400707 .

l
J 1-he Pr. Cc>rnnrissioner of Customs,

Port User Building, NCtundra Poll,
Muncira, Kutch Gujarat -37042 1.

(Elmail- cenr_mr-cusmur,drd@!nic.in).

4. I-he Customs Authority for Advance Rulings,
Roorn No. 24, New Customs Houge,

Near IGI Airport, New Delhi-110037.

Ernail : cus-advrulings.del(@gov.in

5 I'he Principal Chief Commissioner of Customs,

Fv’lurnbai Customs Zone-1, Ballard Estate,
iVluinbai -400001. Email: ccu-cusrnum Ianic.in

6. The Commissioner (Legal), CBIC Of£ces,

I.egal/CX.8 A, Cell, 5th floor, Hudco Vishala Building,
(:-Wing, Bhikaji Cama Place, R. K. Puram, New Delhi –, 1 10066.

Email: commr.legal-cbec@nic.in

7

8.

9

The N4cmbcr (Customs), Central Boards of Indirect Taxes &:Customs..
North Block. New Delhi- 110001.Email: mem.cus-cbec(a)nic.in

The Webmaster, Central Boards of Indirect Taxes & Customs.

llnlail: webmastw.cbec@icegate. gov.in

Guard RIc

(Viveit I)wivccIi)
Dy. Commissioner & Seeretary

Customs Authority for Advance Rulings,
-Mumbai
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