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{Email: fin.tax@tataelectronics.co. in}
The Commissioner of Customs,

Airport & Air Cargo Commissionerate,
Devanahalli, Bangalore -560 300

{Email: commrapacc-cusblr@nic.in }

Name and address of the applicant

Concerned Comrnissionerate

WIg ,nRdq/ N.B.:

1. rfhrq@afiHMg, 1962#tgnT281 #faq-urn(2)&aFafbvW§a aT& dtv@vfRtidfq,I
@tfq:q!@UqTq#tqTdt il
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.

2. !a31fMfafMhr arM#f8mm©t{'+twftaq8fMf+qaTau&Uqn#taTft©860fhf&
dtatqMtr&qTf€MH#a@©vruq&©q@#taTwftt
Any appeal against this Advance Ruling order shall lie before the High Court of concerned
jurisdiction, within 60 days from the date of the communication of such ruling or order.

3. wa28-liTaFaqTfb@wrITusqmqqafhfBf+krdhw©a©q@wqaUitg©4m6t+
a6, fala# &rrwH w afM fBfMqqTqqqr }, &Er ?#TT, qt Ht %ddI
The advance ruling pronounced by the Authority under Section 28 - 1 shall remain valid for three years
or till there is a change in law or facts on the basis of which the advance ruling has been pronounced,
whichever is earlier.

4 aFtVTftmWlqaqdl v©al}fbW8q@gnTafhrf&f®htitWl+tq a"if#tq@6®Mt A?TUn
f©aqq w,38qr8dt wrqEitfBa@tfhaqwTTI
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.
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GIfttq fBfhfq / Advance Ruling

M/s. Tata Electronics SYstem Solutions Private Limited (having IEC No. AACCW1483C and

hereinafter referred to as ’the applicant’, in short) filed an application (C AAR-1) for advance ruling before

the Customs AuthoritY for Advance Rulings, Mumbai (CAAR in short). The said application was received in
the secretariat of the CAAR, Mumbai on 19.05.2025 along with enclosures in terms of Section 28H (1) of the

Customs Act, 1962 (hereinafter referred to as the 'Act’ also). The applicant has sought an advance ruling on

the applicabilitY of Notification No. 57/2017-Customs, dated 30th June, 2017 (commonly referred to as

the IGCR Notification) in respect of inputs or parts imported for the manufacture of cellular mobile phones,

which get scrapped during the manufacturing process, under the Manufacture and Other Operations in
Warehouse (MOOWR) Scheme.

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

2.1 Tata Electronics Private Limited [formerly known as M/s. Wistron Infocomrn Manufacturing (India)

Pvt. Ltd.] (hereinafter referred as to 'Tata Electronics’ or 'the Company’ or 'the Applicant’) holding IEC No.
AACCW1483C is a company incorporated in India under the provisions of the Companies Act, 1956 and is

also a Company in terms of the Companies Act 2013, having its registered office at 43/1-3, 111, 112/1-2,
113, 117/1, 117/3, 118/1-2, 120/1-2, 121/1-3, 122, 123, 124, 177/1 KIADB Industrial Area, Achathnahalli
Village, Narsapura Hobli, Kolar Taluk – 563 133, Karnataka.

2.2 The Applicant is presently engaged in the business of manufacturing of cellular mobile phones

(hereinafter referred to as 'cellular mobile phones of 'the final products’) at its manufacturing facility at
43/1-31 111, 112/1-2, 113, 117/1, 117/3, 118/1-2, 120/1-27 121/1-3, 122, 123, 124, 177/1 KIADB Industrial

Area, Achathnahalli Wllage, Narsapura Hobli, Kolar Taluk – 563 133, Karnataka (hereinafter referred to as

the 'said manufacturing unit’). The Applicant states that the said activity is duly mentioned in the object
clause of the Memorandum of Association of the Applicant,

2.3 The Applicant states that it has obtained License under Section 58 of the Customs Act, 1962 to
deposit the dutiable goods being imported by it and has also obtained permission under Section 65 of the

Customs Act, 1962 (hereinafter referred to as the 'said Act’) to undertake manufacturing activities under

Manufacture and Other Operations in Warehouse Regulations, 20 19 (hereinafter referred as to 'MOOWR
Regulations’).

2.4 For manufacturing of the mobile phones, the Applicant imports various parts, sub-parts, components,

modules, assemblies etc. of mobile phones and manufactures the mobile phones. The Applicant also procures
certain parts, sub-parts, components, modules, assemblies etc. of mobile phones from other MOOWR
registered units who import the sub-parts, raw material etc, and manufactures parts, sub-parts, components,
modules, assemblies etc. (under bond to bond transfers or inter-bond sales). The Applicant either exports or

domestically supplies the cellular mobile phones so manufactured at its manufactured facility.

2.5 The Applicant states that in relation to the imported inputs and other parts, the Applicant currently is
availing the benefit of MOOWR scheme and defers the Customs duties payable on the import of the said

inputs and other parts. Further, in a case where the Applicant procures any inputs or other parts from any
other MOOWR registered suppliers/vendors, Customs duty is not payable at the time of procurement of said
parts, sub-parts, components, modules, assemblies etc. in line with MOOWR scheme and no GST is also

payable in terms of Entry 8(a) of Schedule III of the Central Goods and Services Tax Act, 2017 (hereinafter
referred to as the 'CGST Act’) which provides that supply of w arehotlsed goods to any person before
clearance for howze consumption shall neither be treated as supply of goods nor supply of services.
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2.6 The Applicant states that in case of export of the cellular mobile phones, manufactured in the said
manufacturing unit, the Applicant is not required to discharge any Customs duties deferred at the time of

import (or procured from other MIOOWR registered suppliers) of inputs, parts, sub-parts, components,

modules, assemblies etc. However, at the time of sales of the cellular mobile phones in the domestic tariff
area (DTA), the Applicant de-bonds the goods and discharges the Customs duties deferred at the time of

import (or procured from other MOOWR registered supplier) of inputs, parts, sub-parts, components,
modules, assemblies etc.

2.7 The Applicant states that when the inputs, parts, sub-parts, components, modules, assemblies etc.,

are procured (either import or local purchases), for use in manufacture of cellular mobile phones, the

Applicant performs quality check of the said parts, sub-parts, components, modules, assemblies. Post quality

check, the Applicant stores the material in the inventory store. Thereafter, the Applicant issues the required
materials to the production floor as and when required.

2.8 The Applicant states that on the production floor, the inputs, parts, sub-parts, components, modules,

assemblies etc. undergo the detailed manufacturing process and the underlying quality check points (i.e. after
completing defined manufacturing step/process). Post all the processes, checks and tests, the final product

i.e. cellular mobile phones get ready for packaging.

2.9 Manufacturing Process: The Applicant states that the main manufacturing lines are FATP line (i.e.

main assembly line), MLB line (motherboard line), AE machine tossing, and RE LAB (repair/rework line)
and these are major areas where scrap generation occurs, primarily due to deviations from the standard
processes.

2.10 The Appl leant states that the entire manufacturing process involves multiple steps at multiple

production lines and after completion of each step, the Applicant carries out testing of the product whether it
is performing as per the pre,-set guidelines. In case of any failure, the Applicant sends back the goods to the
previous production steps for rework or corrections. The said process continues till the manufacturing of
final good working condition rnobile phone.

2. 1 1 The Applicant further states that during the entire above process/steps of manufacturing of mobile
phones1 various inputs, parts, sub-parts, components, modules, assemblies etc. results into scrap due to

multiple reasons which includes quality failure, out of order, test failure, non-repairable etc. In other words,

during the manufacturing process of mobile phones, when the inputs, parts, sub-parts, components, modules,
assemblies etc. are put to use in manufacture of cellular mobile phones, process scraps are generated due

various reasons which inter alia includes the followings –

a

a

yield Down: it refers to a decrease in production yield, meaning that the percentage of
good (non-defective) products coming out of a manufacturing process has dropped. This
can be due to various factors such as defects, material issues, machine malfunctions etc.

Repair Dismantling Process: The unIts that fail on the line need to undergo dismantling
and replacement of the defective or non-conforming parts with the new one. In this regard, it

is pertinent to mention that while dismantling, it often leads to further damage, especially to
high_cost materials like Battery9 RCAM etc. Typically, the units that are re-flown to the

main line post dismantling process have higher yield fallouts that in turn lead to scrap.
Machine Toss: it refers to the automated process where defective or non-conforming

parts/products are identified and rerhoved from the production or assembly line by a

machine. This ensures that only good-quality items move forward in the man\rfact.uring

process. Modules such as Camera & other sub-assembly modulqs'o'ften get reject6d due to
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inherent machine process variations. When this occurs, the materials can become unusable,

leading to generation of process scrap.

Dust & Impurities: Dust and impurities are major concerns in mobile phone assembly, as

theY can impact device performance, durability, and quality. The dust on the production

shop floor causes the units to fail in cosmetic/ functional test stations and in turn leading to
process scrap,

V

2.12 The Applicant states that the inputs and parts damaged during the manufacturing process are

scrapped by the Applicant. The scrap generated during the manufacturing process are sold to the Government
authorised e-waste vendors who are empaneled with the Applicant. The e-waste vendor collects the scrap and
disposes off as per the authorised Government norms.

2.13 The Applicant states that Section 65(2) of the said Act inter alia provides that where in the course of
any operations permissible in relation to any warehoused goods, there is any waste or refuse, then the
following provisions shall apply -

(a) if the whole or any part of the goods resulting from such operations are exported, import duty

shall be remitted on the quantity of the warehoused goods contained in so much of the waste
or refuse as has arisen from the operations carried on in relation to the goods exported:

Provided that such waste or refIIse is either destroyed or duty is paid on such waste or refuse

as if it had been imported into India in that form,

(b) if the whole or any part of the goods resulting from such operations are cleared from the

warehouse for home consumption, import duty shall be charged on the quantity of the
warehoused goods contained in so much of the waste or refuse as has arisen from the
operations carried on in relation to the goods cleared for home consumption.

2.14 Considering the above statutory provision, presently the Applicant is following the below mentioned
practIce –

>

>

Export of resultant goods: in case of scrap generated wherein the resultant goods is
exported outside India, the Applicant is discharging the applicable Customs duties on the
transaction value of the scrapped goods at full rate of duty.
DTA sales of resultant goods: in case of scrap generated wherein the resultant goods are

sold in the Domestic Tariff Area, the Applicant is discharging the Customs duties on the

original value of goods involved in the scrap (i,e, full value) at full rate of duty.

2.15 The Applicant states that as per the present practice, it has been discharging the duty of Customs at

full tariff rate on the waste and refuse generated out of the manufacturing process. The Applicant submits

that Section 25 of the said Act contains provisions regarding power to grant exemption from duty.
Accordingly> in exercise of the powers conferred by sub-section (1) of Section 25 of the said Act, Central
Government vide Notification No. 57/2017-Customs, dated 30th June, 20 17 (hereinafter referred to as the

'iGCR Notification’) provided concessional rate of Customs duty on import of certain goods, as

mentioned therein, subject to the conditions specified in the IGCR Notification- However, the Applicant is

not availing the benefit of any concessional rate of duties of Customs in terms of the IGCR Notification-

2.16 The Applicant states that it imports various goods for use in manufacture of cellular mobile phones
and also raw materials? parts/sub-parts, components etc, for the purpose of manufacturing of motor / ringer,

display assemblyp Printed Circuit Board Assembly (PCBA) of cellular mobile phones, Camera Module,
Camera lens> Connectors and all other ancillary parts of cellular mobile phones which in turn shall be used in
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manufacturing of cellular mobile phones. The Applicant submits that many of the above goods are specified
in the IGCR Notification.

Applicant’s interpretation of Law/Facts

3.1 The Applicant is presently engaged in the business of manufacturing of cellular mobile phones

(hereinafter referred to as 'cellular mobile phones’). For manufacturing of mobile phones, the Applicant inter
alia imports various inputs and parts which are used in manufacture of mobile phones. For the present

application, the activity pertains to the import of inputs and parts for use in manufacture of cellular mobile

phones.

3.2 The Applicant states that it imports various inputs and / or parts for use in manufacture of cellular

mobile phones and also raw material, parts/sub-parts, components etc. for the purpose of manufacturing of

motor / ringer, display assembly, Printed Circuit Board Assembly (PCBA) of cellular mobile phones, Camera
Module, Camera lens, Connectors and all other ancillary parts of cellular mobile phones which in turn shall

be used in manufacturing of cellular mobile phones. The Applicant submits that many goods so imported and

used in the manufacturing process are specified in the IGCR Notification,

3.3 The only question in respect of which an advance ruling has been sought by the Applicant is whether
the benefit of Notification No, 57/2017-Customs dated 30th June 201 7 (as amended) shall be available to the

Applicant in respect of inputs or parts imported for use in manufacturing of cellular mobile phones which get
scrapped during the manufacturing process.

QUESTION: WHETHER BENEFIT OF NOTIFICATION NO. 57/2017-CUSTOMS DATED
30TH JUNE 2017 (AS AMENDED) SHALL BE JyAILABLE IN RESPECT OF INPUTS OR
PARTS IMPORTED FOR USE IN MANUFACTURING OF CELLULAR MOBILE PHONE
WHICH RESULTS INTO SCRAP DURING THE MANUFACTURING PROCESS?

3.4 The Applicant submits that the import and export of goods into and out of India is regulated by the

Customs Act, 1962. Section 12 of the said Act is the charging section which stipulates that duties of customs

shall be levied on all goods imported into India or exported out of India at such rates as may be specified
under the Customs Tariff Act, 1975 (hereinafter referred to as 'the TariffAct’).

3.5 The Applicant submits that Section 2 of the Tariff Act provides that the rates at which Basic Customs

Duty ('BCD’) shall be levied under the said Act are specified in two schedules, namely, the First Schedule
and the Second Schedule. First Schedule of the Tariff Act deals with the applicable duty structure on import

of goods and the Second Schedule deals with the applicable duty structure on export of goods.

3.6 The Applicant submits that Section 2(23) of the said Act defines imports as follows-

“ (23) “import”I with its grammatical variations and cognate expressions, means bringing into India
from a place outside India,

3.7 The Applicant submits that Section 25 of the said Act contains provisions regarding power to grant
exemption from duty. Section 25(1) of the said Act reads as under:

“(1) if the Cent-rat Government is satis$ed that it is necessary in the public interest so to do. it may,

by not Oration in the Of$cia! (.Jazene1 exempt generally either absolutely or subject to such

conditions (to be fulpIled before or after clearance) as may be specifIed in the motifpgPon g9od? oJ
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3.8 The Applicant further submits that in exercise of the powers conferred by sub-section (1) of Section
25 of the Customs Act, Central Government vide Notification No. 57/2017-Customs, dated 30th June, 2017

('IGCR Notification’) provided exemption from duty of Customs on import of certain goods, as mentioned
therein, subject to the conditions specified in the said notification.

3.9 The Applicant submits that vide Notification No. 74/2022-Customs (N.T.), dated, 9th September

2022 the Central Government in supersession of the Customs (Import of Goods at Concessional Rate of
Duty) Rules, 2017 notified the Customs (Import of Goods at Concessional Rate of Duty or for Specified End

Use) Rules, 2022 (hereinafter referred to as the 'IGCR Rules 2022’).
In this regard, it is pertinent to note that Rule 13 of the IGCR Rules, 2022 provides that references

in any rule, notification, circular, instruction, standing order, trade notice or other order pursuance to the

Customs (Import 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 or to the Customs (Import of
Goods at Concessional Rate of Duty) Rules, 2017 and any corresponding provisions thereof shall be

construed as reference to the Customs(Import of Goods at Concessional Rate of Duty or for SpeciBed End
Use) Rules, 2022 .

Hence, the reference of the Customs (Import of Goods at Concessional Rate of Duty) Rules, 2017 in
the Annexure of the IGCR Notification should be read as Customs (Import of Goods ar Concessional

Rate of Duty or for SpecifIed End Use) Rules, 2022.

3.10 The Applicant submits that Rule 5 of the IGCR Rules, 2022 provides for the procedure to be

followed. The procedure specified in Rule 5 is furnished below for ease of reference:

“(1) The importer who intends to avail the beneft of a not$cation shall be required to mention the
HN (referred to in sub-rule (2) of Rule 4) and continuity bond number and details white Bling 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 benePt of the nottDcanon to the importer.

(3) Where a Bill of Entry is cleared for home consumption, the bond submitted by the importer gets

debited automatically in the customs automated system and the details shall be made available

electronicalty to the jurisdictional Customs Of$cer.

3.11 The Applicant submits that if the benefit of IGCR Notification is granted to the Applicant, it will
duly comply with the procedure laid down in Rule 5 of the IGCR Rules, 2022.

3.12 The Applicant submits that it is evident from the various relevant entries of the IGCR Notification,

that exemption from duty of Customs have been provided on import of inputs or parts for use in manufacture
of cellular mobile phone and also to the inputs or part for use in manufacture of the component of cellular
mobile phones.

3.13 The Applicant submits that it is manufacturing cellular mobile phones as well as various components
/ assemblies of the cellular mobile phones which in turn shall be used in manufacture of the cellular mobile

phones by the Applicant. A reference in this regard can be drawn to the object clause of the Memorandum of
Association of the Applicant which specifies the main objects of the Applicant and the activities that it is
authorized to carry out.

3.14 The Applicant submits that considering the Applicant is only engaged in manufacturing of cellular
mobile phones and various components / assemblies / sub-assemblies of the cellular mobile phones, the

Applicant submits that it imports inputs and parts only for the purpose of use in the manufacturing of cellular
mobile phones and the component of the cellular mobile phones which in turn shall be used for
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manufacturing of mobile phones. The Applicant will not import any inputs or parts for any purpose other
than manufacturing of cellular mobile phones the component of the cellular mobile phones.

3.1 5 The Applicant submits that in view of above, in relation to the inputs and parts to be imported by the

Applicant for the purpose of use in manufacturing of cellular mobile phone and the component of the cellular
mobile phones, the Applicant understands that exemption under various relevant entries of Notification No.

57/2017 Customs, dated 30th June, 2017, should be available irrespective of the classification under Tariff

Act of the such inputs and parts.

NO BAR ON AVAILING BENEFITS UNDER IGCR RULES FOR A UNIT OPERATING
UNDER SECTION 65 OF THE CUSTOMS ACT, 1962

3.16 The Applicant reiterates that it has obtained license under Section 65 of the Customs Act as a
MOOWR unit and availing the corresponding permissible benefits. Simultaneously, the Applicant wants to
avail the benefit of Notification No 57/2017-Customs, issued under Section 25(1) of the Customs Act.

3.1 7 The Applicant submits that, as stated earlier, Section 65(2) of the said Act required the Applicant to

discharge customs duty on the waste or scrape generated during the manufacturing process. However,
Section 65 of the said Act does not provide for any such restriction from availing other benefits allowed

under the said Act while discharging the duty obligations under Section 65(2) of the said Act.

3.18 The Applicant further submits that in exercise of powers conferred by Section 65 of the said Act and

in supersession of the Manufacture and Other Operations in Warehouse Regulations, 2019, except as respects

things done or omitted to be done before such supersession, the Central Board of Indirect Taxes and Customs

notified regulations namely the Manufacture and Other Operations in Warehouse (no. 2) Regulations, 2019

(hereinafter referred to as MOOWR Regulations, 20 19) vide Notification No 69/20 19-Customs (N.T. ), dated
01.10.2019,

3.19 The Applicant submits that Regulation 14 of the MOOWR Regulations, 2019 provides relevant
provisions for removal of resultant goods for home consumption. As per the proviso to the said Regulation, a

bill of entry for home consumption is required to be filed in respect of the warehoused goods contained

insomuch of the resultant goods and the import duty, interest, fine and penalties payable, if any, in respect of
such goods have to be paid. However, this Clause also does not provide for any restriction from availing

other benefits allowed under the said Act while discharging the duty obligations for removal of resultant
goods for home consumption.

3.20 in this regard, the Applicant further submits that a detailed FAQ has been issued by CBIC on

Manufacture and Other Operations in Customs Warehouse , vide F.No. F.No.484/03/2015-LC (Pt),
updated on 27.10.2020. In the said FAQ, the doubt on the availment of IGCR benefit for the warehoused

goods taken for manufacturing simultaneously with the duty deferment under MOOWR and being cleared to
DTA or removed to SEZ or to another MOOWR unit have been properly addressed. Question No 17 of the

said FAQ is relevant in this regard which is reproduced below:

“17. Can all export benefits under FTP and Customs (Import of Goods at Concessional Rate of
Duty) RIdes, 2017 (IGCR) be taken in Bonded warehouse simultaneously?

Response: The eligibility to export benepts under FTP or IGCR would depend upon the respective
scheme. If the scheme allows, unit operating under Section 65 has no impact on the eligibility. In
other words, a unit operating under Section 65 can avail any other beneFt, if the beReft scheme
allows

rt,f
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3.21 in this regard, the Applicant further submits that the issue of availment of IGCR exemption along
with duty deferment under MC)OWR simultaneously has further been clarified vide Circular No 26/2024-

Customs, dated 2 1.11.2024, The relevant extract of the said Circular is reproduced below:

“ '3.3 it is once again re-iterated that, the MOOWR unit may avail IGCR exemption along with duty
deferment under MOOWR simuttaneozsty, provided that the importer undertakes to comply with the

additional conditions prescribed in the Concessional Noti$cation and IGCR Rules therein including
time-limit etc., in addition to MOOWR stipulations for those goods while supplying goods from its
premIses

3.22 Based on the aforesaid relevant statutory provisions along with the FAQ and Circular, the Applicant

is of the understanding that there is no restriction on avaiIment of IGCR benefit for the warehoused goods

taken for manufacturing simultaneously with the duty defument under MOOWR and the Applicant is
eligible to discharge customs duty at concessional rate, as per Notification No 57/20 17-Customs, on the

waste or scrap generated during the manufacturing of cellular mobile phones.

3.23 in this regard, the Applicant finds it pertinent to mention that the Hon’bIc Customs Authority of
Advance Ruling (CAAR), Delhi, on an identical issue has already allowed the simultaneous availment of
IGCR along with MOOWR in the matter of Samsun Noida Display Private Limited vide Ruling No.

CAAR/ Del/ 22/ 2024/928-933 dated June 04, 2024, reported in 2025 (1) TMI 995 - AUTHORITY FOR
ADVANCE RULINGS CUSTOMS, NEW DELHI.

3.24 The Applicant states that as discussed above, it imports inputs and parts for use in manufacturing of

cellular mobile phones. Further the inputs and parts imported by the Applicant are put on the assembly line

where these are put through various assembling processes for the purpose of manufacturing of cellular
mobile phones, in this regard, it is pertinent to note that the process of manufacturing cellular mobile phone

is subject to a certain amount of process loss in the normal course of assembling of the parts of the cellular
mobile phones_ Said process loss leads to generation of process scrap which are not reusable and treated as e-

waste only.

3.25 As stated earlier, the Applicant submits that due to yield down, repair dismantling process, machine
toss> dust & impurities> the manufacturing process generates various process scrap. The inputs and parts

damaged during the manufacturing process and resulting into process scrap, are scrapped by the Applicant.
The said process scrap, generated during the manufacturing process, are sold to the Government authorised
e-waste vendors. The e-waste vendor collects the scrap and disposes off as per the authorised Government
rlorrns

3.26 The Applicant states that in the instant case the question is in relation to the inputs and parts which
are damaged during the manufacturing process and are subsequently scrapped by the Applicant. In specific,
the question is whether the benefit provided in relation to inputs and parts for use in manufacture of cellular

mobile phone shall also be available in respect of inputs or parts which were imported for use in manufacture
of cellular mobile phone but get damaged in the manufacturing process and therebY do not form part of a

finished cellular mobile phone.

3.27 The Applicant states that the IGCR Notification provides the benefit of concessional rate of duty on

import of inputs and parts for use in manufacture of cellular mobile phones and also for use in manufacturing
of various components of cellular mobile phones, Hence, the only doubt is whether the inputs and parts
which are imported for the purpose and with the intention to use in manufacture of cellular mobile phones
but get damaged / scrapped during the manufacturing process and do not form part of the fInished cellular
mobile phone can be said to be imported for use in manufacture of cellular mobile phone or in manufacture
of components of the cellular mobile phones, as the case may be.
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3.28 The Applicant submits that the benefit under the IGCR Notification is available in respect of inputs
and parts 'for use’ in the manufacture of cellular mobile phone and not in respect of inputs and parts
'used’ in the manufacture of cellular mobile phone.

3.29 The Applicant submits that the term 'for use in manufacture’ indicates that benefit under the IGCR

Notification is available in respect of all inputs and parts which have been actually used for manufacturing
the cellular mobile phone even if they may not form part of the final product as the term used in the
notification is 'for use in manufacture’ and not 'used in the manufacture’.

3.30 The Applicant submits that every manufacturing process generates some normal loss which is

unavoidable considering the nature of the manufacturing process. The inputs which get consumed during the

manufacturing process whether by way of forming part of the final output or by way of the inherent process
loss are used in the manufacturing process. Similarly in the instant case also, the manufacturing process of

cellular mobile phones (including various inputs, parts, sub-parts, components, modules, assemblies etc.)

results into process scrap due to multiple reasons which includes quality failure, out of order, test failure,
non-repairable etc. In other words, during the manufacturing process of mobile phones, when the inputs,

parts, sub-parts, components, modules, assemblies etc. are put to use in manufacture of cellular mobile

phones, process scraps are generated due various reasons which inter alia includes Yield Down, Repair

Dismantling Process, Machine Toss, Dust & Impurities etc.

3.3 1 The Applicant submits that from the process flow chart it is very much apparent that in the instant

case the imported inputs and other parts are being used in manufacture of cellular mobile phones and other
components which in turn produces process scrap in the normal course of manufacturing process. Further it

can also not be denied that the process scraps which are being generated in the manufacturing of the cellular

mobile phones are integrally connected with the manufacturing of the final cellular mobile phones only.
Now, the issue is whether the inputs which are getting scrapped in the instant manufacturing process can be

said to have been used in the manufacturing of the cellular mobile phones and other parts of the same.

3,32 The Applicant submits that the phrase 'for use in manufacture’ has not been defined under the
Customs Act, however, various High Courts have time and again analysed what amounts to 'inputs being

used in the manufacture of goods’.

3.33 in this regards, the Applicant submits that various Courts have time and again held that if any

process is integrally connected with the ultimate production of goods so much so that but for the said
process, manufacture of goods would be commercially inexpedient, goods used as inputs in that process

would fall within the ambit of the expression 'used in the manufacture of goods’ and such inputs will be

considered as being part of the final manufactured product irrespective of the fact that they are physically not

present in it. Reliance is placed upon the decision of Hon’ble Supreme Court in the case of J.K. Cotton
Spinning & Weaving Mills Co. Ltd. v. Sales Tax Officer, Kanpur, reported in 1964 (10) TMI 2.

3.34 The Applicant further submits that similar view was also upheld by the Hon’ble Madras High Court

in the case of M/s. Rupa & Co. Limited, TirupUr v. Customs, Excise and Service Tax Appellate
Tribunal) Commissioner of C'entral Excise, reported in 2015 (9) TMI 293, wherein the Hon’ble High Court

allowed the CENVAT credit against the entire inputs used by the assessee even when there was 5%

manufacturing process loss. The Hon’ble High Court observed as under:

“ 13. To say that what is contained in fnis tIed product is only a quantity of all the inputs qf the same

weight as that of the Fnished product would p7esuppose that all manufacturing processes would never
have an inherent Loss in the process of manufacture. The expression 'inputs of such $n}shed product ’

contained in $nished products’ cannot be looked at theoretically with its- semantics. It has to be- .
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understood in the context of what 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 prodBcts, etc., the total quantity of inputs that went into the making of the $nished
product represents the inputs of SIICk products in entirety.

3.35 The Applicant submits that in the instant case, the process scraps are the outcome of inputs used in
manufacturing of the cellular mobile phones in the normal course of business. Further, the process scraps are

integral part of the manufacturing process only. Hence, the Applicant is of the considered understanding that
the inputs contained in the final products and the inputs getting scrapped during the manufacturing process

should be at par irrespective whether the said inputs are physically contained in the final product or not.

3.36 The Applicant submits that based on the aforesaid judicial decisions it is very much apparent that

exemption available to inputs and parts for use in manufacturing of a goods (i.e. actually present in the final
product) should also be available in respect of inputs and parts which get scrapped during the manufacturing

process, as these are used in the manufacturing of the goods.

3.37 The Applicant fbrther submits that the Hon’ble Supreme Court in the case of BPL Display Devices

Ltd. v. Commissioner of Central Excise, Ghaziabad, reported in 2004 (10) TMI 92 held that benefit of the
Notifications could not be denied in respect of goods which were intended for use for manufacture of the

final product but could not be so used due shortage or leakage. In this case, the Hon’bIc Apex Court allowed
the benefit even in respect of inputs which were damaged in transit considering that the benefit of the

Notifications could not be denied in respect of goods which were intended for use for manufacture of the
final product but could not be so used due shortage or leakage. In this regard, the Hon’bie Apex Court further
held that –

“We are of the view that no materiat distinction can be drawn between the loss on account of leakage

and loss on account of damage. The words for use’ used in similar exemption Nott$cations have also
been construed by this Court earlier in the State of Haryana v. Dalmia Dadri Cement Ltd. [1987 (1 1)

TMI 94 -SUPREME COURT OF INDIA] to mean 'intended for use’. According to this decision the

object of grant of exemption was only to debar those importer/manufacturers from the benebt of the
Not$canons 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.

3.38 The Applicant further submits that in the case of Steel Authority of India Ltd. v. Collector of
Central Excise9 reported in 1996 (7) TMI 147, the Hon’ble Supreme Court dealt with the question whether

exemption available to raw naphtha intended for use in the manufacture of fertiliser would be available in

respect of raw naphtha consumed for the gases vented out during the interim stages of manufacture due to
unavailability of power. While deciding the issue, the Hon’ble Apex Court held as under:

“There can be no doubt that the raw rlaphtha that was fed by SAIL into its plant was for the purpose

and with the intention of manufacturing fertiliser and that it was only because of supervening

circumstances, namely, the low, uncertain and fluctuating availability of power, that the reformed gas

produced during the interim stage of manufacture had to be vented out. The beneft of the exemption

motifcation is, therefore, available to SAIL in regard to the raw naphtha that it uahsed in its plant for
the manufacture of /ert{!iser but which, for reasons over which it had no control, did not, in fact, result

in the wranufacture of fertiliser but had, at the interim stage of reformed gas, to be vented out.”

3.39 The Applicant submits that the Hon’ble Supreme Court in the case ofMultimetals Ltd. v. Assistant
(-'ollector9 Central Excise2 reported in 1991 (12) TiVII 58 - SUPREME COURT, dealt with the question
whether the duty referable to that portion which is lost also should get rebate while assessing for excise duty

on the pipes and tubes of copper and copper alloys held as under:
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“Rebate is to be equivalent to the duty already paid on copper and copper alloys in its crude form,
that is to say on the input. The idea seems to be that to the extent of the duty paid on the raw material

used exemption has to be given and that has no reference to what ultimately found part of the $nished
product. It is the duty paid on the input material that is relevant and not the duty referable to the

ultimate component of the $nat product. So far as the manufacturer is concerned he has used copper
and copper alloys of a particular quantity in the manufactwe of pipes and tubes. The 'manIIf’acturing

loss’ forms par of the raw material “used” in the manufacture though not reflected in the $nat
product. The relief, as we understand the NotifIcation, that has to be given to the manufacturer was in
respect of the duty already paid on the raw material used in the manufacture of the Dnat product. That

is the relief has to be given to the extent of the duty paid on the input material and not with reference

to the quantity which ultimately forms part of the fInal product. ”

3.40 in view of the aforesaid judicial decision, the Applicant submits that it has been settled beyond doubt

that exemption shall be available to the inputs which are scrapped during the manufacturing process even

though the said inputs do not form part of the finished goods. Hence, the Applicant shall be eligible to avail
the benefit under Notification No. 57/201 7-Customs, dated 30th June, 2017 even in respect of inputs and

parts which are damaged during the manufacturing process and are subsequently scrapped by the Applicant.

Port of Import and reply from concerned jurisdictional Commissionerate
4.1 The applicant in their CA AR-1 indicated that they intend to import the subject goods i.e. inputs or

parts for the manufacture the mobile phones at the jurisdiction of Office of the Commissioner of Customs,

Air Cargo Complex, Devanahalli, Bangalore. The application was forwarded to the Office of the concerned
Commissionerate for their comments on 29.05.2025 & 17.06.2025.

4.2
>

The concerned Comrnissionerate vide their letter dated 19,07.2025 has submitted as follows:

The Applicant has obtained License No. 03/2020 dated 21.05.2020 issued under the provisions of

Section 58 of the Customs Act, 1962 to deposit the dutiable goods king imported by it and has also
obtained permission under Section 65 of the Customs Act, 1962 (hereinafter referred to as the 'said

Act’) to undertake manufacturing activities under Manufacture and Other Operations in Warehouse

Regulations, 2019 (hereinafter referred as to 'MOOWR Regulations').
It is submitted that CBIC vide Circular no. 34/2019 dated 01.10.20 19 has clarified the “Procedure to

be followed in cases of manufacturing or other operations undertaken in bonded warehouses under
section 65 of the Customs Act.” As per para 9 of the above said circular “The wasre generated

during the course of manxfacture of the resultant product may be cleared for home consumption as

per clause (b) to sub-section (2) ofsection 65 of the Customs Act on payment of applicable duties of
customs and GST.

For ease of reference Section 65(2) is produced below:

Section 65(2) Where in the course of any operations permissible in relation to any warehoused
goods under sub-section (1 ), there is any waste or refuse, the following provision shall apply:

(a) if the whole or any part of the goods resulting from such operations are exported, import
duly shall be remitted on the quantity of the warehoused goods contained in so much of
the waste or refuse as has arisen from the operations carried on in relation to the goods

exported:
Provided that such waste or refuse is either destroyed or duty is paid on such waste or refuse as if it

had been imported into India in that form,
(b) if the whole or any part of the goods resulting from such operations are cleared from the

warehouse for home consumption, import duty shall be charged on the .quantity of thQ

warehoused goods contained in so much of the waste or refus,e'as-has arisen from the - \

operations carried on in relation to the goods cleared for home consumption. ,
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> From the above subsection (a) it may be seen that the import duty is not required to be paid for the

waste or refuse generated from the manufacturing activity for exported goods provided such waste or

refuse is either destroyed or duty is paid on such waste or refuse as if it had been imported into India
in that form.

However, subsection (b) mandates that import duty is required to be paid for the waste or refuse

generated from the manufacturing activity for goods cleared from the warehouse for home
consumption.
Further, as per Notification No. 57/2017, the importer is required to comply with condition no. 1 of
Notification No. 57/2017 dated 30.06.2017 for claiming benefit S.No. 1, 1A, 5 A, 5B, 5C, 5D, 6A,
6B, 6BA, 6C, 6D, 6E, 6F, 6G, 6H, 61, 6J, 7, 8 and 13B i.e. the importer should follow the procedures

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

submitted that CBIC has issued IGCR Rules, 2022 in suppression to IGCR Rules 2017 and clarified
vide Rule 13 of IGCR Rules, 2022 that any reference in notification, rules, etc. to the Customs
(Import of Goods at Concessional Rate of Duty) Rules, 2017 and any corresponding provisions

thereof shall be construed as reference to the Customs (Import of Goods at Concessional Rate of

Duty or for Specified End Use) Rules, 2022. Therefore, the Condition 1 of Notification 057/2017
should be read as the importer should follow the procedures set out in the Customs (Import of Goods
at Concessional Rate of Duty) Rules, 2022.

It is submitted that the IGCR Rules 2022 has already clarified the procedure to be followed for

defective goods vide Rule 10. As per Rule 10(1 ), importer has two options with respect to defective

goods i.e. either to either to re-export or clear the same for home-consumption. In this regard,
relevant portion from Rule 10 of IGCR Rules 2022 are reproduced below:

10. Re-export or clearance ofumrtilised or defective goods. –
(1) The importer who has availed the benefIt of a notifIcation shall use the goods imported
in accordance with the conditions mentioned in the concerned notifIcation within the
period and with respect to umrtihsed or defective goods, so imported, the importer shall
have an option to either re-export or clear the same for home consumption, within the said
period, namely – (i) within the period specifIed in the notifIcation,

>

>

(ii) within one year from the date of import, where the time period is not specifIed in the

notifIcation.

Provided that, the said period of six months can be further extended by the jurisdictional
Cowlmissioner for a period not exceeding three months, if suffIcient reason is shown

that the causes for not conforming to the time period were beyond the importer ’s control

(2) Any re-export of the tmuahsed or defective goods referred to in sub rule (1) shall be

recorded by the importer in the quarterly 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 umdilised 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 particulars of such clearance and the duty payment

shall be recorded by the importer in the quarterly statement.

> It may be seen from Rule 10(3) of IGCR Rules, 2022 that duty has to be paid on defective or
unutilised imported goods. As per the applicant, the waste he is clearing in to DTA are inputs or parts
he imported which turned out to be defective. So as per Rule 10(3) of IGCR Rules 2022, whenever

defective goods are cleared for home consumption, duty has to be paid along with interest. In other
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words, the benefit of concessional duty which importer enjoy for input goods used in the
manufacturing of goods for home consumption is not available for the defective input goods. In view
of the above, the benefit of Notification 057/2017 where precondition for claiming the notification

is that the importer should follow the procedures set out in the Customs (Import of Goods at
Concessional Rate of Duty) Rules, 2022 is not available for the defective/waste/refuse generated

during the manufacturing of the goods cleared for home consumption.

In light of the above, it is submitted wherever the waste or refuse is generated because of activities

for manufacturing domestic consumption the benefit of Notification 057/2017 is not available and

the importer is required to clear the inputs without the benefit of Notification 057/2017 read with
IGCR Rules 2022. Further, wherever the waste or refuse is generated because of activities for
manufacturing exported goods the import duty on such waste or refuse is not required to be paid if
such waste or refuse is either destroyed or duty is paid on the scrap value of the goods.

P

Details of Hearing
5.1 A hearing was held on 10.07.2025 at 12.30 PM. Shri Pulak Saha and Shri Manmohan Mundhra,
authorized representatives on behalf of the applicant appeared for the hearing and reiterated the contention

submitted with the application. They submitted that benefit of Notification No. 57/2017-Customs dated

30.06.2017 (as amended) is available in respect of import of inputs or parts imported for use in

manufacturing of cellular mobile phones, which get scrapped during the manufacturing process, while doing

manufacturing activities under MOOWR regulation 2019.
In support of their claim, they also referred to an identical matter wherein the Customs Authority for

Advance Rulings, Delhi had issued a ruling in favour of the assessee vide Ruling No.
CA AR/DEL/22/2024/928-933 dated 04.06.2024, in the case of Samsung Noida Display Private Limited.

No body appeared on behalf of the department in this matter.

Discussion and findings

6.1 1 have considered all the materials placed before me in respect of the subject goods. I have gone

through the comments/responses received from concerned Commissionerate and submissions made by the
applicant during the personal hearing. I proceed to pronounce a ruling on the basis of information available

on record as well as existing legal framework.

6.2 The applicant has sought an advance ruling on the applicability of Notification No. 57/2017-
Customs, dated 30th June, 20 17 in respect of inputs or parts imported for the manufacture of cellular mobile

phones, which get scrapped during the manufacturing process, under the Manufacture and Other Operations
in Warehouse (MOOWR) Scheme. In exercise of the powers conferred under sub-section ( 1 ) of Section 25 of

the Customs Act, 1962, the Central Government issued Notification No. 57/2017-Customs (IGCR

Notification), providing concessional rates of customs duty on the import of certain goods specified therein,

subject to fulfillment of the conditions prescribed in the notification.
At the outset, I find that the issue raised in the question in the Form CAAFt-1 is squarely covered

under Section 28H(2) of the Customs Act, 1962, being a matter related to applicability of a notification

issued under sub-section (1) of section 25, having a bearing on the rate of duty.

6.3.1 The Applicant submits that they import and procure various parts, components, modules, and

assemblies of mobile phones under the MOOWR, 2019 scheme for manufacturing cellular mobile phones.

Inputs may also be sourced from other MOOWR-registered units through bond-to-bond transfers. Finished

mobile phones are either exported or supplied in the DTA, with customs duties deferred at the time of import
being discharged upon DTA clearance.

During the manufacturing process, certain inputs and components become scrap due to quality

failures> damage7 or test rejections. The Applicant currently pays full customs duty on such wasto't\
Section 65(2) of the Customs Act, 1962. ., . '- --' \;;F\,
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The Applicant refers to Notification No. 57/2017-Customs, which grants concessional duty on inputs

used in manufacturing mobile phones or their components, and submits that there is no restriction under

Section 65 from availing such benefits. That position is supported by the CBIC FAQs (dated 27.10.2020) and

Circular No. 26/2024-Customs, which clarify that IGCR benefits can be availed alongside MOOWR duty
deferment.

Therefore, the Applicant contends that the concessional duty under the IGCR Notification should be

applicable to inputs or parts that are scrapped during the manufacturing process, concurrently with the duty

deferment benefit available under the MOOWR Scheme, subject to compliance with the prescribed
conditions .

6.3.2 Based on the submissions made by the Applicant, it is understood that the applicant has obtained

license under Section 65 of the Customs Act as a MOOWR unit and availing the corresponding permissible
benefits. Simultaneously, the Applicant wants to avail the benefit of Notification No 57/20 17-Customs,

issued under Section 25(1) of the Customs Act.

The MOOWR Scheme is a facility notified by the Central Board of Indirect Taxes and Customs

(CBIC) under the Customs Act, 1962, which allows manufacturers to import goods such as raw materials,
components, and capital goods with deferment of customs duty, Under this scheme, customs duty is
deferred while the goods are stored or used in a bonded warehouse, and is payable only when the finished

goods are cleared for sale in the Domestic Tariff Area (DTA). If the final products are exported, no customs

duty is payable at all. The scheme imposes no export obligation, permits both domestic and imported inputs,
and allows bond-to-bond transfers between MOOWR units

In exercise of powers conferred by Section 65 of the said act, the Central Board of Indirect Taxes and

Customs notified regulations namely the Manufacture and Other Operations in Warehouse (no. 2)
Regulations, 2019 (MOOWR Regulations, 2019) vide Notification No 69/2019-Customs (N.T.), dated
01.10.2019

There is no provision under these regulations that imposes any restriction on the a\railment of
other benefits provided under the Customs Act, while discharging duty obligations on the removal of
resultant goods for home consumption.

6.3.3 The IGCRD 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 Duty or for SpeciDed

End Use) Rules, 2022, commonly known as the IGCR Rules, 2022. This scheme enables eligible
manufacturers and specified users to import goods at a reduced or nil rate of customs duty, subject

to compliance with certain prescribed conditions.
The IGCR Rules, 2022 were notified by the Central Government through Notification No. 74/2022-

Customs (N. T.) dated 9th September 2022, which superseded the earlier Customs (Import of Goods at
Concessional Rate of Duty) Rules, 2017. Consequently, any reference to the 2017 Rules in exemption

notifications, including their annexures, shall now be construed as a reference to the IGCR Rules, 2022-

These Rules primarily lay down the procedural framework for availing concessional customs duty,
including requirements such as prior intimation to the jurisdictional customs officer, maintenance of usage

records, and filing of quarterly returns to ensure compliance with the end-use conditions. Importantly, the

1(JCR Rules, 2022 do not explicitly prohibit the simultaneous availment of other benefits under the Customs
Acl 1962, provided that the conditions of each applicable scheme or notification are independently met.

In this context, the Central Government, exercising its powers under Section 25(1) of the Customs

Ac.L 19629 has issued Notification No. 57/2017-Customs dated 30.06,2017, which provides exemption or
concessional basic customs duty on the import of specified goods used in the manufacture of mobile
phones and their parts or sub-parts. The benefit under this notification is subject to compliance with the
IGCR Rules9 2022> thereby ensuring that the imported goods are used strictly for the intended manufacturing
purpose.
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6.3.4 Reference is invited to FAQ issued by the CBIC vide F. No. 484/03/2015-LC (Pt), updated on

27.10.2020, on “Manufacture and Other Operations in Customs Warehouse”, wherein clarification have been

issued on various queries, including the applicability of benefits under the IGCR scheme for goods

warehouse(i for manufacturing purposes. Specifically, Query No. 17 of the FAQ addresses whether benefits

under the Foreign Trade Policy (FTP) and the Customs (Import of Goods at Concessional Rate of Duty)

Rules, 2017 (IGCR) can be availed simultaneously in a bonded warehouse. The clarification provided is as

follows:

“ 17. Can all export benefIts under FTP and Customs (Import of Goods at Concessional Rate of Duty)

Rules, 2017 (IGCR) be taken in Bonded warehouse simultaneously?

Response: The eligibility to export beneMs under FTP or IGCR would depend upon the respective

scheme. If the scheme allows, unit operating under Section 65 has no impact on the eligibility. in other
words, a unit operating under Section 65 can avail any other beneft, if the benefit scheme allows.

This clarification reinforces that a unit operating under the Manufacture and Other Operations in

Warehouse Regulations (MOOWit), i.e., under Section 65, is not inherently disqualified from availing
benefits under the IGCR schemes. The determining factor is whether the individual scheme allows such
concurrent benefits.

6.3.5 Further, the CBIC, vide Circular No. 26/2024-Customs dated 21st November 2024, has issued

clarifications regarding the applicability of concessional duty under the IGCR Rules, 2022 for units operating
under the Manufacture and Other Operations in Warehouse Regulations (MOOWFt). This circular reaffirms

that units operating under the MOOWR scheme are eligible to simultaneously avail benefits under both the
IGCR Rules9 2022 and the MOOWR scheme, subject to compliance with the prescribed conditions. These

conditions include adherence to specified time limits, submission of necessary documentation, and

fulfillment of the procedural requirements under both schemes. The relevant portion of the circular is

reproduced below:

]. Representations have been received in the Board regarding the issues related to the
applicability of concessIonal duty under 1( iCR Rules. 2022 for MOO\\'R Scheme. 'l'hc issues have
been examined and the same are clarifIed as bIo\v:

Simultantq)u\ a\ ailment of I(;('R along with \iOO\\'R:

I I Doubts have been nrised on the dvdilnlcnt of I(iCR benefIt for the warchouscd goods taken

for manufacturing simultaneously \\-ith thc duty dcfcrmcnt under XIOO\\’R and being cleared to
D-1’ A or removed to SEZ or to another \IOO\\'R unit.

3.2 in this regard. this aspect has already been clarifIed under Question 17 of FAQs:l1 on
MOO\\'R which is reproduced as foIIo\x's:

'' The ellqtbt{IN to export bene.fItS under FT}> or I(;('R would depend upon lhc respectIve scheme
If the scheme allows. unlts operatIng under SectIon 65 has no Impact on IIte eIIgIbIIIty- in otlrel
kord!,. a unit opera11ng under SectIon 65 can a\atI any other bene.t-u. If the scheme allows.

3.3 it is once again re_iterated that, the MOOWR unit may avail IGC-R cxclnF>tion along u'lth
duty defcrment under MOOR’R simultaneously. provided that the ilnpncr undertakes to conlpIY

li : : : : : : 1 : : : : FiTIII :H T :: I : iL : : sa:: : :: :bAiI II :::) i T T: iL: = : : :\tIll::; EII Th iTIF ===1::= j : n ); i :
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Thls clarification provides further certainty that MOOWR units are not restricted from availing
IGCR benefits and maY leverage both schemes concurrently, so long as the requirements of each are satisfied
in full

From the legal position referred above, it becomes clear that MOOWR unit is eljgjble to
simultaneously avail benefits under both the 1(,CR and the MOOWR schemeT subiect to compliance with the

prescribed conditions under the MOOWR Scheme as well as IGCR RaIes, 2022.

6.3.6 The issue under consideration is whether the benefit of Notification No. 57/2017-Customs dated

30th June 2017 (as amended) is available in respect of inputs or parts imported for use in the manufacture of

cellular mobile phones that subsequently get scrapped during the manufacturing process in a unit operating
under the Manufacture and Other Operations in Warehouse (B400WR) scheme.

In this regard, it is pertinent to note that Section 65 of the Customs Act, 1962 provides the legal
foundation for the MOOWR scheme, This scheme permits manufacturing and other related operations to be

undertaken within a customs-bonded warehouse, thereby allowing deferment of customs duty on imported
inputs and capital goods used in such operations.

Further, sub-section (2) of Section 65 of the Customs Act stipulates the treatment of waste or refuse
generated during such operations. The relevant provisions are as follows:

(a) if the whole or any part of the goods resulting from such operations are exported, import duty
shall be remitted on the quantity of the warehouse ci goods contained in so mItch of the waste

or refuse as has arisen from the operations carried on in relation to the goods exported.

Provided that such waste or refuse is either destroyed or duty is paid on such waste or refuse

as if it had been imported into India in that form,

(b) if the whole or any part of the goods resRtting from such operations are cleared from the

warehouse for home consumption, import duty shall be charged on the quantity of the
warehouse ci goods contained in so much of the waste or refuse as has arisen from the

operations carried on in relation to the goods cleared for home consumption

Based on the above provisions, it is evident that if the finished goods manufactured using imported
inputs are exported, and the scrap or refuse generated during the manufacturing process that is directly linked

to the exported goods, is either destroyed or cleared on payment of applicable duty, then the entire process

remains duty-neutral. However, if the finished goods are cleared for home consumption, customs duty
becomes payable not only on the finished goods but also on the portion of the imported inputs contained in

the waste or refuse generated during their manufacture.

6.3.7 Under the Customs (Import of Goods at Concessional Rate of Duty or for Specified End Use) Rules,
2022 importers are generally required to utilize imported goods within six months of import and have the

option to re-export or clear them for home consumption if they 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 re-export or clearance for home consumption.
Under the Customs (Import of Goods at Concessional Rate of Duty or IGCR) Rules, 2022, Rule

10 provides the provisions related to disposal of unutilized or defective goods. The relevant provision is as

follows:

10. Re-export or clearance of unutitised or defective goods. -(1) The importer who has availed the
beneft of a noti$cation shaH use the goods imported in accordance with the conditions mentioned in
the concerned notifIcation within the period and with respect to umrtitised or defective goods, so
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imported, the importer shall have an option to either 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 from the date of import, where the time period is not specibed in the
notifIcation .

Provided that, the said period of six months can be further extended by the jurisdictional
Commissioner for a period not exceeding three months, if suBcient reason is shown that the

causes for not conforming to the time period were 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 necessary export documents :

Provided that the value of such goods for re-export shall not be less than the value qf the said goods
at the time of import.

(3) The importer who intends to clear umaitised or defective goods for home consumption shall

have an option of voluntary payment of applicable duty alongwith 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.

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.

6.3.8 in the present case, the applicant is currently availing the benefit under the MOOWR Scheme on
inputs or parts imported for the manufacture of mobile phones, and now seeks to extend the benefit of the

IGCRD Rules to the waste generated during such manufacturing.
As discussed above, the benefits under the MOOWR and IGCR schemes can be availed

simultaneously, provided the conditions prescribed under each scheme are duly complied with. The disposal

of waste generated within a MOOWR unit is, however, governed specifically by Section 65(2) of the

Customs Act, 1962. Therefore, any waste or refuse arising in the course of manufacturing in a MOOWR unit

must be disposed of strictly in accordance with the provisions of Section 65(2).

Furthermore, the applicant intends to claim the benefit of IGCR along with MOOWR Scheme, has

to comply all the conditions of MOOWR regulation and additionally conditions prescribed under the
IGCR Regulations, 2022.

Thus, it is clear that the waste generated during the manufacture of mobiles phones under IVIOOWR

scheme and IGCRD Scheme, the procedure for disposal of such waste has to be complied as per guidelines

prescribed under Section 65(2) of the Customs Act, 1962 which read as MOOWR Regulation.

6.3.9 in light of the above, it is clear that if the manufactured goods are exported, then the duty on

imported inputs is remitted, if the waste/refuse generated under MOOWR scheme and IGCRD Scheme must

either be destroyed under the customs supervision or cleared for home consumption after paying duty as per

Clause (a) of Section 65 of the Customs Acl 1962. Further, if the manufactured goods are cleared for home
consumption, customs duty becomes payable not only on the finished goods but also on the portion of the

imported inputs contained in the waste or refuse generated during their manufacture as per Clause (b) of
Section 65 of the Customs Act, 1962.

Accordingly, waste or scrap generated during the manufacture of mobile phones under the MIOOWR
Scheme, even when the IGCRD benefit is simultaneously availed, is not eligible for exemption from

customs duty if cleared for home consumption.

6.4 The applicant has relied upon Advance Ruling No. CAAR/Del/22/2024/928-933 dated 04.06.2024 in

the matter of Samsung Noida Display Private Limited, wherein the CA AR, Delhi. .

In this regard, it is pertinent to note that an advance ruling is binding only upon the abplicant Who-' \

sought it and the jurisdictional authorities concerned. Further, on examination of the said ruling,- it -bIll J \
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observed that the same was rendered in the context of availment of the IGCRD Scheme on inputs or parts

used in the manufacture of display assemblies which were scrapped during the manufacturing process. By
contrast the present case relates to the avaiIment of IGCRD benefits on inputs or parts used in the

manufacture of mobile phones within a MOOWR unit which get scrapped during the manufacturing process.

The issues and factual matrix are, therefore, materially different from those considered in the Samsung

ruling. Accordingly, I do not find the said ruling relevant or applicable for consideration in the present
matter

6.5 The applicant has relied upon the decision of Hon’bk Supreme Court in the case of J& Cotton
Spinning & Weaving Mitts Co. Ltd. v Sales Tax OFicer, Kanpur1 reported in 1964 (10) TMI 29 wherein it was

held that if anY process is integrally connected with the ultimate production of goods so much so that but for

the said process, manufacture of goods would be commercially inexpedient9 goods used as inputs in that
process would fall within the ambit of the expression 'used in the manufacture of goods’ and such inputs will

be considered as being part of the final manufactured product irrespective of the fact that they are physically
not present in it.

The Applicant further submits that similar view was also upheld by the Hon’ble Madras High Court

in the case of M/s. Rupa & Co. Limited, Tirupur v. Customs, Excise and Service Tax Appellate Tribrrttal1
Commissioner of Central Excise, reported in 2015 (9) TMI 293, wherein the Hon’ble High Court allowed the

CENVAT credit against the entire inputs used by the assessee even when there was 5% manufacturing
process loss.

The reliance placed by the applicant on the decisions of the Hon’ble Supreme Court in JK. Cotton
Spinning & Weaving Mills Co. Ltd. v Sales Tax OffIcer, Kanpur [1964 (10) TIVII 2] and the Hon’ble Madras

High Court in M. Rupa & Co. Ltd. v CESTAT [2015 (9) TMI 293] is misplaced, as both cases were
rendered in the context of sales tax law and the CENVAT Credit regime, where the issue was whether inputs

integrally connected with the manufacturing process, though not physically present in the final product or
partly lost during processing, could still be treated as “used in the manufacture of goods” for the purpose of
allowing tax benefits. In contrast, the present matter is governed by Section 65(2) of the Customs Acl 1962

and Notification No. 57/2017-Customs read with the IGCR Rules, 2022, which contain explicit provisions
regarding the treatment of waste or refuse generated in a MOOWR unit.

6.5.2 The reliance placed by the applicant on the decision of the Hon’ble Supreme Court in BPL Display

Devices Ltd. v CCE, Ghaziabad [2004 (10) TMI 92] is also inapplicable, as this case dealt with the

interpretation of exemption notifications in situations where inputs, though intended for use in the
manufacture of final products, could not be so used due to unavoidable factors such as shortage, leakage, or

damage in transit, and the Courts held that the expression “for use” should be read as “intended for use.”
This decision was intended to protect bona fide manufacturers from being denied exemption where inputs

never reached the stage of manufacture due to such incidental losses. In the present case, however, the issue

is not of inputs lost or damaged before or during use, but of waste or refuse generated as an inevitable
outcome of the manufacturing process itself, for which the Customs Act, 1962 lays down a specific statutory
framework under Section 65(2).

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

raw naphtha could be denied when, due to unforeseen circumstances beyond the control of the assessee, the

intermediate reformed gas had to be vented out and did not 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
the benefit as the loss arose from supen'ening circumstances (power fluctuations) and not from the

manufacturing process itself. In contrast, in the present case, the issue pertains to waste or refuse inherently
generated as a part of the manufacturing process in a MOOWR unit, for which Section 65(2) of the
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Customs Act, 1962 provides a specific statutory mechanism requiring either destruction or payment of duty

if cleared for home consumption.

6.5.4 The reliance placed on the judgment of the Hon’ble Supreme Court in Multimetats Ltd. v. /:{ssistanr

Collector, Central Excise [1991 (12) TMI 58] is also not applicable here, as the issue therein related to the

grant of rebate of excise duty paid on input materials, namely copper and copper alloys, used in the
manufacture of pipes and tubes, where the Court held that rebate could not be denied merely because a

portion of the inputs was lost as “manufacturing loss,” since such loss still constituted inputs “used” in the
manufacturing process. That decision was rendered in the context of an excise duty rebate notification, where

the legislative intent was to provide relief to the manufacturer to the extent of duty already paid on inputs,
regardless of whether the entirety of the input material was present in the final product. In the present case,

however, the issue falls squarely under Section 65(2) of the Customs Act, 1962 read with the

MOOWRHGCR framework, which contains specific statutory provisions governing the treatment of
waste or refuse generated in a bonded warehouse.

6.5.5 The applicant has relied upon the different case laws. I have carefully examined the above case laws
cited by the applicant and find that the said decisions were rendered in matters arising under different

statutory contexts and on facts distinguishable from the present case.

I also placed reliance upon the decision of the Hon’ble Supreme Court in the matter of Bhavnugur
university rs. Palitana Swgar Mills Pvt. Ltd. 2003(2) SCC ///, wherein the court observed that:

“It is well settled that a little reference in facts or additional facts may make a lot of di#erence in the
precedential value of a decision.

The applicant has relied upon the different case laws but the background and the issues involved in
the case laws are in different perspectives and are not squarely applicable in this case at hand. Accordingly,

the cited case laws are not relevant to the issues under consideration and are not applicable to the instant
matter

6.6 The Hon’ble Supreme Court vide its judgment in case of Civil Appeal No. 3327 of 2007 as reported

in 2018 (361) EL. T. 577 (S.C.) (Commissioner of Cus. (Import), Mumbai vs. DRip Kumar & Company) has
ordered as verbatim:

“41. After thoroughly examining the various precedents some of which were cited before us and after

giving our anxious consideration, we would be more than justiDed to conclude and also compelled to

hold that every taxing statute including, charging, computation and exemption clause (at the
threshold stage) should be interpreted strictly. Further, in case of ambiguity in a charging

provisions, the benePt must necessarily go in favour of subject/assessee, but the same is not true for
an exemption not iPcation wherein the benePt of ambiguity must be strictly interpreted in favour qf
the Revenue/State.

52. To sum upI we answer the reference holding as under-

(1) Exemption nodPcation should be interpreted strictly ; the burden Qf proving applicability would
be on the assessee to show that his case comes within the parameters of the exemption clause or

exemption notification,
(2) When there is ambiguity in exemption non$cation which is subject to strict interpretation, the

benePt of such ambiguity cannot be claimed by the subject/assessee and it must be interpreted in
favour of the revenue.

7 in view of the above facts and circumstances of the case, I reach to conclusion that inputs or par$

imported for the manufacture of cellular mobile phones under the Manufacture'and Other Operations in
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Warehouse (MOOWR) Scheme, are eligible to avail the benefit of exemption under Notification No.

57/2017-Customs, dated 30th June, 2017 (IGCR Notification), simultaneously with duty deferment under
the MOOWR Scheme, subject to strict compliance with the additional conditions prescribed in the

Concessional Notification and the Customs (Import of Goods at Concessional Rate of Duty) Rules, 2017

(IGCR Rules) therein including time-limit etc., in addition to fulfilling the requirements of the MOOWR
Scheme

Further, the disposal of waste or refuse generated during the manufacturing process in a N400WR
unit availing benefits under both the MOOWR Scheme and the IGCRD Scheme shall be governed strictly in

accordance with the provisions of Section 65(2) of the Customs Act, 1962 read with the MOOWR
Regulations.

8. 1 rule accordingly.

$Hq/
(Prabhat K. Rameshwaram)

Customs Authority for Advance Rulings,
Mumbai.
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F. No. CAAR/C US/APPL/98/2025-0/o Comm r-(- AAR_Mumbai Dated: 03-09-2025

This coPY is certified to be a true copy of the ruling and is sent to:

1. M/s. Tata Electronics System Solutions Private Limited
43/1-3, 111, 112/1-2, 113, 117/1, 117/3, 118/1-2, 120/ 1 -23

121/1-3, 122, 123, 124, 177/1 KIADB Industrial Area>

Achathnahalli Village, Narsapura Hobli9 Kolar Taluk _ 563 133

{Email: an.tax@tataelectronics.co.in}

2. The Commissioner of Customs,

Airport & Air Cargo Commissionerate,
Devanahalli, Bangalore -560 300.

{Email: commrapacc-cusblr@nic.in}

3. The Customs Authority for Advance Rulings1
Room No, 24, New Customs House.

Near IGI Airport, New Delhi-110037.
Email: cus-advrulings.del#Dgov.in

4. The Principal Chief Commissioner of Customs9 Mumbai Customs Zone_L Ballard Estate
Mumbai -400001. Email: ccu-cusmum I ,'fFnic.in

5. The Commissioner (Legal), C'BIC Offices9

Legal/CX.8 A, Cell, 5th floor, Hudco Vishala Buildings
C-Wing, Bhikaj i Cama Place, R. K, Puram9 New Delhi – 1 10066.
Email: commr.legal-cbec@nic.in

6. The Member (Customs), Central Boards of Indirect Taces & Customs> North Block, New Delhi_
11 000 1 ._Email: ID_elnb9tqubcbic@gov.in

7. The Webmaster. Central Boards

Email: weblnasLer.cbec@_jcegate.gov.in

of Indirect Taxes & Customs.

8. Guard file

ivek Dwived i)

Dy. Commissioner & Secretary

Customs Authority for Advance Rulings9
Mumbai
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