It is common for Industries to get some processing done from outside on job work basis. Job work means supplying the material by a Customer (often a Large Scale Unit) to a job worker who carries out certain processes [like machining, drilling, welding, painting etc. for engineering goods; bleaching, dyeing, printing etc. in textiles etc.], and returns the material to the customer after carrying out the processes. This is particularly common in Engineering and textile Industries. This is usually called ‘job work’ or ‘sub-contracting’ in engineering industry and ‘processing’ in chemical or textile industry. In drug industry, a system of ‘loan licensee’ is in vogue, where one unit gets the drugs manufactured from another small unit under his own brand name by supplying the raw material.
Job Work Definition - Notification No. 214/86 dated 25-3-86 defines that Job Work means processing or working upon of raw materials or semi-finished goods supplied to job worker, so as to complete a part or whole of the process resulting in the manufacture or finishing of an article or any operation which is essential for the aforesaid process. - - Thus, job work is possible even if it results in ‘manufacture’ of an article. 
Use of own material by job worker not a bar under Central Excise - As explained above, normally, a 'job worker' can use only minor items. However, as rightly observed in Shakti Insulated Wires Ltd. v. CCE 1999(114) ELT 424 (CEGAT), excise exemption notification No. 214/86-CE does not prohibit a job worker from utilising other inputs in addition to raw material received by him and recover charges therefor from the principal manufacturer. Thus, there is no bar under Central Excise from using own material in addition to material supplied by principal manufacturer.
Inputs which can be sent for job work – All inputs can be send for job work. However, high speed diesel oil, LDO and petrol cannot be sent for job work to a job worker, under this notification. - -  The job worker can manufacture any final product included in Central Excise Tariff.
Use of goods after job work - After the job work, the material should  be normally returned to person who had sent it for job work. The person who had sent the material, can either use it for further manufacture or clear the product (as received from the job worker). He can clear the product received from job worker without any further processing (a) On paying duty (b) On payment of 8% ‘amount’ on exempted products under rule 6 of Cenvat Credit Rules (c) Export under bond (d) clear to SEZ, EOU, EHTP or STP unit without payment of duty (e) Clearance to UN or international organisation or a project funded by them. - - Goods can be cleared directly from the place of job worker with permission of Commissioner. This aspect is discussed under Cenvat.
Who can send the material for job work - The manufacturer can send inputs for job work. Following are eligible to send materials for job work (a) Manufacturers (b) Exporters (c) Units in SEZ, EOU, EHTP & STP (d) Who are supplying final product to United Nations or international organisation for their official use or to project funded by them. 
Thus, a trader cannot send goods for job work under this notification. In such case, the job worker will be treated as manufacturer. - Sonder Technologies v. CCE 2002(146) ELT 597 (CEGAT SMB).
Duty liability of goods manufactured under job work - Since excise duty is on ‘manufacture’, duty liability arises only when the goods are manufactured during job work. Thus, if an item is only repaired or reconditioned, no duty liability arises as no new product emerges. Similarly, if some operation is carried out which does not amount to manufacture, there is no duty liability. However, if goods are manufactured during job work, excise liability will arise, as duty is on manufacture and who has supplied the raw material is immaterial. 
Valuation for Job Work - Once it is established that duty liability has arisen, it has to be determined what is the ‘assessable value’ of the product for purpose of determining excise duty. It has been held by Supreme Court in the case of Ujagar Prints v. UOI that value for this purpose means cost of material supplied to the job worker plus job work charges of the job worker, plus profit of job worker. [Profit of trader/supplier of raw material is not to be taken into account.] This is because the excise duty is on goods and who is the supplier or raw material is irrelevant. For example, if the cost of material is Rs. 100 and job work charges are Rs. 20, assessable value for excise purposes will be Rs. 120 (i.e. excise duty will be payable on Rs. 120) [assuming that job work charge of Rs. 20 include the profit of job worker] 
Exemption for items received for job work if raw material supplier undertakes to discharge duty - Payment of duty on material cost plus job work charges will create a very big excise liability which will seriously hamper job work and hence exemption is given in many of the cases for job work. 
Exemption for material received under Cenvat provisions - Material received by a manufacturer under CENVAT can be sent to a job worker for processing and can be brought back by the manufacturer for further processing. In such cases, there is no duty liability on the job worker and he is exempted from the same. 
Clearance under 214/86 - Notification No. 214/86 dated 25-3-1986 has been issued for exemption from job work. The exemption is available even if the job worker manufactures an intermediate product. Notification No. 214/86 provides that a declaration has to be given by person sending material for job work to jurisdictional Assistant Commissioner having jurisdiction over the factory of job worker. 
All Final Products eligible under notification 214/86 – All final products are eligible under notification No. 214/86-CE.
Exemption for job work for inputs received from SSI unit - A SSI unit having turnover below Rs. 100 lakhs does not have to pay excise duty and hence he is not covered under Cenvat. He cannot send material to another unit under Cenvat procedure, but still he is allowed to send goods to another unit and bring them back after job work to his factory, subject to condition that the material received back after job work should be used in manufacture of his final product. 
Goods falling under 74.17, 84.36, 84.37, 87.14, 96.08, 7321.90, 8424.10, 8424.91, 8481.20, 8481.92, 9017.10 or 9405.10 are completely exempt from duty, irrespective of turnover. Manufacturers of these goods can also send their inputs outside for job work and return. In their case, there is no question of SSI exemption limit of Rs 100 lakhs.
The SSI unit sending the material for job work has to file a declaration to Assistant Commissioner of his division that goods returned after job work will be used in his factory for manufacture of products exempt from duty (Notification No. 84/94 dated 11th April, 94). He also has to file another declaration to Assistant Commissioner of division having jurisdiction over factory of job worker that the goods will be used by him after job work in manufacture of final product which is exempt from duty. This exemption is not available to products which are not eligible for SSI exemption. However, this exemption has been extended to certain products as specified in the notification. (Notification No. 83/94 dated 11th April, 94). 
The job worker getting such material does not have to pay any duty, but should maintain proper records. The job worker may be even a large scale industry. Procedure has been prescribed for this purpose.
