New rule on cenvat credit -2007
	Excise on 'destroyed' finished goods 


Bringing legal certainty to the issue of cenvat credit entitlement on the inputs used in the finished goods that get destroyed, the Finance Ministry has ruled that the cenvat credit taken on inputs need to be reversed in cases where excise duty on the finished goods are remitted on account of the latter goods getting destroyed by fire or other circumstances. 

This implies that a manufacturer of finished goods would not be entitled to take cenvat credit on the inputs if the finished goods were to be destroyed and the excise duty on such goods were to be remitted by the excise department. 

Duty remission by the excise department is required in situations where finished goods are destroyed due to fire or any other circumstances beyond the control of the manufacturer. 

This is because a product becomes excisable on manufacture itself and payments are allowed to be made later as a facilitation measure. 

Faced with conflicting pronouncements from various Tribunals on the matter of admissibility of cenvat credit, the Finance Ministry has now amended the Cenvat Credit Rules to insert a legal provision to stipulate that where remission is granted, cenvat credit has to be reversed. 

Over the past decade, various Tribunals across the country had come up with different pronouncements on whether cenvat credit would need to be reversed or not in such situations. 

There were pronouncements in favour of the assesses as well as the revenue department. 

                                                                                                  Source: Business Line

 

CENVAT Credit (Eighth Amendment) Rules, 2007
NOTIFICATION NO. 33/2007-CENTRAL EXCISE (N.T.), DATED 7-9-2007
In exercise of the powers conferred by section 37 of the Central Excise Act, 1944 (1 of 1944) and section 94 of the Finance Act, 1994 (32 of 1994), the Central Government hereby makes the following rules further to amend the CENVAT Credit Rules, 2004, namely:- 

1. (1) These rules may be called the CENVAT Credit (Eighth Amendment) Rules, 2007.

 (2) They shall come into force on the date of their publication in the Official Gazette. 

2. In the CENVAT Credit Rules, 2004, in rule 3, after sub-rule (5B), the following sub-rule shall be inserted, namely;- 

"(5C).- Where on any goods manufactured or produced by an assessee, the payment of duty is ordered to be remitted under rule 21 of the Central Excise Rules, 2002, the CENVAT credit taken on the inputs used in the manufacture or production of said goods shall be reversed." 

[F.No.267/22/ 2007-CX-6]

 

