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Valuation of goods-Preamble

The goods manufactured have to be valued in a prescribed manner as per Central Excise Act to determine the excise duty payable by the assessee.  Accordingly, the Central Excise Act, 1944 has prescribed the following method of valuation for assessment of central excise duty:

1. Transaction Value (Section 4 of the Central Excise Act)

2. MRP Value (Section 4A of the Central Excise Act)

3. Tariff Value (Section 3 of the Central Excise Act).

Transaction Value (T.V.): 

The new Section 4 of Central Excise Act as substituted by Section 94 of the Finance Act, 2000 (No. 10/2000) came into force from 1st day of July 2000.

Transaction Value shall not apply to the excisable goods for which a tariff value has been fixed under section 3(2) of Central Excise Act or fixed M.R.P. notified under section 4A of the Central Excise Act.  

Meaning of Transaction Value:  

The Transaction Value is defined under section 4(3) (d) of Central Excise Act.  To put it in simple language, any amount received by the assessee at the time of sale or subsequent to the sale, whether directly or indirectly on sale of goods which includes, manufacturing expenses, marketing expenses, selling expenses, warranty expenses, packing charges, (primary or secondary packing).  However, any types of discounts like cash discount, quantity discount or any other nomenclature used for giving discount etc are actually given to its customer are deductible for the purpose of arriving Transaction Value.  As per new section 4 of the Act, each transaction i.e., Invoice is separately assessed. Thus, assessee can sell the same product at different prices on the same date and pay duty accordingly.

Essential condition for Transaction Value

The following are the conditions need to be satisfied to value the excisable goods under section 4 of the Act. 

1. The goods are sold by an assessee at the time and removal from a factory or a warehouse. 

2. The assessee and the buyer of the goods are not related and

3. The price is the sole consideration of sale.

If, any one of the above condition is not satisfied, then the assessable value of the excisable goods need to be determined in terms of Central Excise Valuation (Determination of price of excisable goods Rules) 2000.
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Additional consideration 

The following item of income which is paid / payable by the buyer in connection with the manufacturing, marketing or selling of excisable goods should form part of the assessable value of goods manufactured by the assessee:   

A) Advertising charges or publicity charges from the buyers either at the time of sale or subsequently received by the manufacturer, warranty charges and service charges.

B) Packing charges (including primary or secondary packing) received from the customer will form part of the Assessable Value.

C) If Royalty is paid to another person for using the patented know-how, such a sum has direct nexus with the goods manufactured and therefore shall be includible in the Assessable Value. 

D) Technical know how fee paid to the foreign collaborator is includible in the Assessable Value.

E) The costs towards drawing, designing and technical specifications are includible in the Assessable Value.

F) The excess amount due to revision of price subsequent to the sale of goods would form part of Assessable Value.

G) Handling cost incurred before the clearance of goods from the place of removal is includible in the Assessable Value.

Permissible Deduction

The Transaction Value Under Section 4 of Central Excise Act seeks to accept different Transactions Value for different customers as long as it satisfies the following conditions:

1. The goods are sold by an assessee for delivery at the time and place of removal.

2. The assessee and the buyer of the goods is not related and 

3. The price is the sole consideration for the sale.

Discount:

Thus any type of discount including quantity discount, cash discount or any other nomenclature used by the assessee are deductible from the assessable value of the goods under the Transaction Value provided they are actually passed on to the buyer of goods. 

Freight: 

It has been clarified vide Rule 5 of Central Excise Rules, 2000, that in case where any excisable goods are sold other than the place of removal i.e., factory gate removal, then the value of the actual cost of transportation or in case where freight is averaged, the cost of transportation calculated in accordance with generally accepted principles of costing from the place of removal to the place of sale of such excisable goods shall be excludible from the assessable value.
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The cost towards project report, plant layout civil works and training are in the nature of services and are not includible in the Assessable Value 

Interest on delayed payment:

The interest on delayed payment is not included in the Assessable value, provided it satisfies the following conditions:

1. the interest charges are clearly distinguished from the price actually paid or payable for the goods; 

2. the financing arrangement is made in writing; and 

3. where required, assessee demonstrates that such goods are actually sold at the price declared as the price actually paid or payable
Trial run expenses: 

In case of trial run production, check

1. The detail of trial run production, and the raw material used.

2. Whether the assessee has obtained permission to dispose off the defective product?

Debit Notes:

It is found that the assessee generally issues debits notes for the following purposes:

1. To recover the following charges in addition to invoice value:

a. Packing charges 

b. Transportation charges 

c. Handling charges 

d. Warranty charges or after sales charges from a customer in relation to the sale of goods

2. When there is retrospective increase of price of goods sold by the assessee. 


Taxes 

Taxes like excise, sale tax, octroi etc actually paid or payable to the Government or the relevant statutory authority is deductible from the Assessable Value. 
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Central Excise Valuation Rules, 2000.

To make it simpler and easy to understand Central Excise Valuation Rules, 2000 have been presented in the following form.

	If the above conditions not satisfied
	Then Goods have to be valued 

	If the first condition is not satisfied i.e. Assessee sells goods at a place other than factory gate sale, i.e., goods are sold at depot or at consumer’s point or through consignment agent.
	The value of the excisable goods shall be deemed to the Transaction Value, excluding the actual cost of transportation from the place of removal up to the place of delivery of such excisable goods (Rule 5 of Central Excise value rules)

The value shall be the normal transaction value of such goods sold from such time and where such goods are not sold at or about the same time, at the time nearest to the time of removal of goods. (Rule 7 of Central Excise value rules )

Example: to calculate the value of goods for the goods cleared on 10.01.2005 would be the value of Depot price on 10.1.2005.  If there is no sale in depot on 10.1.2005, then the value of goods removed from factory on 10.1.2005 shall be the value of goods sold from depot on 9.01.2005.

	If the second condition is not satisfied i.e. assesse and the buyer are related person. The term related person is defined under sub clauses of (ii) (iii) or (iv) of clause (b) of subsection (3) of section 4 of the Act.


	The value of goods shall be the normal Transaction Value at which goods are sold by the related person to the unrelated person at the time of removal.  If the related person doesn’t sell the goods but uses or consumes such goods in the manufacture of own goods , then the value shall be one hundred and ten percent of cost of production or manufacture of such foods i.e. Assessable Value = Cost of Production + Profit Margin-10% ).

(Rule 8, 9 and 10 of Central Excise Valuation Rules, 2000).

Example:

1. If A sells good to B and B sells to C. A and B are related person and B and C are unrelated person. Assessable Value for the goods sold by A and B will be the price at which B sold goods to C.
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	If the above conditions not satisfied
	Then Goods have to be valued 

	
	2. If A sells goods to B and B consumes  or uses for manufacture of his own goods and A and B are related person then Assessable Value for the goods sold by A to B has to be calculated as follows:

Manufacturing cost of goods produced by A + 10% of profit margin.

	If the price is not the sole consideration of sale
	If the price is not the sole consideration of sale then Assessable Value shall be the deemed to be Transaction Value and the amount of money value of any additional considerations flowing directly or indirectly from the buyer to the assessee shall be added to the Assessable Value. It includes any material or services received or supplied by the buyer at free of cost or at reduced cost for use in connection with the production and sale of goods.  The aggregate value (additional consideration) thus arrived have to be apportioned as appropriate and included in the Assessable Value of the goods. (Rule 6 of Central Excise Valuations Rule,2000).


MRP Value: 

Section 4A was inserted in Central Excise Act with effect from 14.5.1997, which enables, Central Government to specify any goods to charge excise duty with reference to the Maximum Retail Price declared on the packaged goods less such amount of abatement as the Central Government may allow.

Tariff value: 

Section 3(2) of Central Excise Act empowers, Central Government by notification to fix tariff values on any articles either specifically or under general heading in the first and second schedule to the Central Excise Act, 1985 and pay duty accordingly. However, only few products are covered under Tariff value.
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Job Worker

Job worker is a person who receives raw material from the principal manufacturer and adds his own additional material and labour; undertakes manufacturing activity to produce goods. Job Worker receives processing charges from the principal manufacture for undertaking the above work.

Calculation of Assessable Value for the goods produced under Job Work

                                          
Raw material                              
  xxx

                                           
ADD: Processing charges            
  xxx

Assessable Value =                  
  xxx

Note:

1. The landed cost of raw material is to be included even it is received free of cost from the principal manufacturer. In such cases, cenvat credit availed by the Job Worker out of the free raw material received, has to be included in the assessable value.

2. Any design, development charges, moulds, dies, etc., if received free of cost or at reduced cost from the principal manufacturers then the same shall be apportioned as appropriate to the product manufactured by the Job Worker.

3. Any financial assistance provided by the principal to Job Worker at zero rate of interest or at reduced rate of interest then the interest at bank rate as applicable from time to time shall be calculated and added to Assessable Value. 

4. Any plant and machineries and Land and Building has been made on lease at reduced rate to the Job Worker by the principal then the notional value calculated shall be added to arrive Assessable Value.

5. If the waste generated (out of the raw material received from the principal manufacturer) are retained by the Job Worker, then the sale proceeds received shall amounts to additional consideration, apart from job charger received by the Job Worker and hence added to the Assessable Value.

6. As the processing charges includes profit, no need to add profit margin again

Further Reading:

Rule 4 of Central Excise Rules. (Removal of goods from Job Worker premises without payment of duty).  Refer: Rule 6 of Central Excise Valuation Rules, 2000. Refer: Ujagar Prints 1998(38) ELT 535(SC) 3.

Valuation for Captive Consumption:

Refer to Cost Accounting Standards 1 to 4 issued by ICWAI.
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Records to be maintained as per Central Excise Act/Rules by the assessee

The most of the statutory records under the Central Excise Act were dispensed with in the year 2000 and a thrust was given on “Private records” maintained by the assessee. As a result every assessee under Rule 22 of Central Excise Rule, have to furnish the list of all private records prepared or maintained for account of transaction relating to receipt, purchase, manufacture , storage, sales , or delivery of goods including inputs and capital goods . All accounts, agreements, invoice, price list, return, statement or any other source document shall be treated as records source documents include journal voucher, Trial Balance, Ledger, debit/credit notes.  Every assessee who is having more than one factory and maintained separate records in respect of every factory shall produce the said records for audit purposes.

Further, every assessee under Rule 22(3) of Central Excise Rules, on demand shall make available to the following record/returns to the officer duly deputed by the Commissioner:

1) The records maintained or prepared by assessee (private records).

2) The Cost Audit Report if any under section 233B of the Companies Act.

3) The Income Tax audit report if any under section 44 AB of the Income Tax Act.

The rules, which require certain records and returns to be submitted which are useful at the time of verification and conduct of audit are summarised below. 

Records/Forms/Returns and Register to be maintained by a manufacturer (A Format of the records have been annexed)

1. Daily stock account: 

      As per Rule 10 of Central Excise Rules, every assessee shall maintain records on a daily basis indicating the particulars regarding description of the goods produced or quantity removed, assessable value, the amount of duty payable and particulars regarding amount of duty actually paid.

2. Form No.4: Declaration Form (See rule 9 of the Central Excise Rules, 2001 read with notification No.36/2001 – CE (NT).

3. Annexure 8  - Personal Ledger Account (Rule 8 of Central Excise Rules)

4. Annexure 9 -  Pass out document  

5. Annexure 10 - Monthly Cenvat Returns (Rule 7 of Cenvat Credit Rule)

6. Annexure 11 AC.1 

7. Annexure 12 -ER.1

8. Annexure 13 - ER.2
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Scope of Section 14A of Central Excise Act:

1. Special Audit under section 14A may be ordered to be conducted at any stage of enquiry, investigation or any other proceedings before central excise authorities.

2. An order to conduct Audit under section 14A may be issued by Assistant Commissioner and above level of officer with the previous approval of Chief Commissioner of Central Excise considering nature and complexity of case and the interest of revenue.

3. The Cost Auditor appointed under section 14A of the Central Excise Act, may be empowered to verify the records of an assessee maintained at a factory, office, depots, distributors or any other place as may be specified.

4. The Cost Accountant appointed, shall within the period, specified by the Central Excise officer shall submit an audit report.  However, the period can be extended, provided sufficient reason given, not exceeding 180 days from the date of issue of order under section 14A of the Central Excise Act.

5. The audit under Section 14A of the Central Excise Act is in addition to all other audits.

The following are the grounds on which audit under Section14A are normally issued:

1. Where there is a suspicion that the assessee has not calculated correct assessable value as per Central Excise Valuation Rule.

2. Where there is a reasonable belief that the assessee has received additional consideration i.e., more than the invoice value declared but not paid central excise duty.

3. Where the records/documents of the assessee has to be checked in respect to veracity of discounts claimed by the assessee.

Where, in case of captive consumption, assessable value has to be calculated on cost construction method and detailed cost of a product as declared by the assessee are required to be verified.
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Conducting Audit

Before conducting an audit under section 14A of Central Excise Act, the Cost Auditor should call following records or returns maintained/submitted by the assessee, which shall give a fair idea about the details of products manufactured, its turnover, basis of assessment, duty paid thereon etc.,  

1. Latest Annual Report and Cost Audit Report of the Company

2. Types of Products manufactured, turnover and duty paid

3. Types of discount offered by an assessee

4. Trends of increase or decrease in duty paid in respect of each product manufactured by the assessee

5. Details of provisional assessment, if any.

Records to be verified in respect of Sales made by the assessee

1. Details of Marketing pattern followed by the assessee – depot sale, C&F agent, Factory gate sale etc

2. Details of any bought out item, if any, sold by the assessee

3. Detail chart of movement of goods from receiving of order from the customer to dispatch of goods and receipt of money from the customer.

4. Details of account including accounting code and treatment thereof at the end of financial period on the following accounts:

a) Marketing expenses

b) Advertisement expenses

c) Royalty paid

d) Handling charges

e) Packing charges

f) Insurance received

g) Erection/commissioning charged

h) Trade discount

i) Quantity discount

j) Cash discount

k) Other type of discount

5. In case of sale at other than factory gate, the details of price arrived for the purpose of central excise and duty paid thereon.

6. The details of circulars or notice issued by the company offering discounts etc to the customer/dealers etc.,

7. Agreement if any, entered between the company and the dealers/customer in respect of sale of product manufactured by the company.

8. Extra care has to be taken to verify the financial records/accounts by the cost auditor to see whether the company has received any additional consideration in name of reimbursement of expenses incurred or any other head of income.

9. If the company charges different price for different customer, the reason for the same has to be analysed taking into consideration Section 4 of the Central Excise Act and Central Excise Valuation Rules.
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Sale through Related person

A person is said to be relative as per section 4 of the Central Excise Act:

a) If they are Inter connected undertaking as per Section 2(g) of MRTP Act.

b) If they are related as per section 2(41) of the Companies Act, 1956

The records to be verified in respect of sale to related person:

1) The annual report of the company

2) The register maintained under section 301 of the companies act

3) Details of shareholding pattern of the company

4) CARO report, wherein financial auditor, has to report on the following matters:

a) Whether the company has taken or granted any loans, secured or unsecured from companies, firm or other listed parties listed in the registered maintained under section 301 of the companies act, 1956

b) Any sale or purchase made during the period with the company listed under section 301 of the companies act have been made at reasonable price as compared to competitive market price or not;

5) Schedule VI of the companies act requires a separate disclosure on “Current Assets, loans and advances and Sundry Debtors” should be made in respect of following:

a) Debts due by Directors or other officers of the company or any of them either severally or jointly with any other person or debts due by firms or private companies respectively in which any director is a partner or a director or a member;

b)  Debts due from other companies under the same management within the meaning of subsection (1B) of section 370, with the names of the companies;

c) The maximum amount due by director of the company at any time during the year to shown separately by way of note.

The cost auditor should keep in mind that the following points before raising an issue of sale through related person:

1) The person with whom the company has transacted his business should be a relative as defined under section 4 of the Central Excise Act. AND
2) The price paid by the relative person should be less compared to sale made to independent person i.e., the price was not the sole consideration of the sale.

10

Accounting Errors

As for central excise are concerned, the following types of errors are to be verified thoroughly:

a. Error of Principle

Accounting entries are not made as per Principles of Accounting. In this case, for example, packing charges recovered separately from the assessee but instead of showing under Packing charges Recovered Account, wrongly (intentionally?) shown as Packing Charges Expenses Account. 

b. Error of Omission

In this case, transactions are not entered in the books of accounts i.e., Packing charges recovered are totally omitted to enter in the books of accounts.

It is found that above type of errors are get rectified at the end of the financial year, when the accounts are audited by the statutory auditors.  Therefore, it is suggested that, the Cost Auditor, should verify thoroughly all the transaction entered in the year end of the month i.e., Month of March for the financial year “April to March” from the central excise angle.

Inter-Account Transfers:

At the end of the financial year, some of the accounts are transferred i.e., known as Inter-Account transfers and only net balance on the account is shown in the Trial Balance.  For Example: Advertisement charges Recovery Account transferred to Advertisement Expenses Account and the net balance of Advertisement expenses are shown in the Trial Balance.  

In view of the above, the Cost Auditor should call for the Gross Trial Balance or Ledger where debit as well as credit entries are shown separately, to confirm whether any charges in relation to sale are received by the assessee or not. If received, the same have to be added to the assessable value and duty has to be paid accordingly.

The followings items of expenditure are includible in the Assessable value of the product:

1) Packing charges

2) Advertisement expenses

3) Distribution and marketing expenses

4) Warranty charges or after sales service -either optional or mandatory, if charged separately.

5) Cost of tools, moulds, die and development charge

6) Freight charges:

i. In case of Factory gate sale, no abatement on freight charges from factory to the customer point is allowed.

ii. In case of depot sale, freight charges from factory to the depot sale is abated.
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7) Design, development, engineering and drawing charges

8) Notional interest on advances, if sale are made at less price to the customer who had given advance compared to other customer who had not given advance.

In the normal circumstances, while quoting price to the customer the assessee would take into consideration all the expenses up to delivery of goods to the customer.  However, if assessee splits the price and charge packing charges, transport charges etc., separately in that case, all the extra expenses charged separately are to be included in the assessable value.
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Valuation Audit Report

General Information

1. Name of the Company

2. Registered Office address

3. Details of Subsidiary Company if any

4. If the Company is a subsidiary company of another company, then the name of Parent Company.

5. The location of factory address and Central Excise Commissionerate and Range under which factories are located

6. Name of the Board of Directors

7. Central Excise Registration No.

8. Income Tax PAN No. and Name of the Income Tax office where Income Tax returns are filed

9. Name and address of the Cost Auditor appointed under Section 14A of Central Excise Act.

10. Order No., Period of audit to be covered and issuing authority for Conducting Valuation audit 

11. Total number of days taken to complete Valuation Audit

Information about the Company
Central Excise Duty Paid

Details of the manufacture, clearance and duty payable:
  
	Central Excise Tariff 

Heading 

No
	Notification availed 
	Quantity manufactured
	Quantity cleared
	Assessable value (Rs.)
	Rate of duty
	Duty 
	Duty payable
(Rs.)
	Duty paid
(Rs.)

	(1)
	(2)
	(3)
	(4)
	(5)
	(6)
	(7)
	(8)
	(9)

	
	
	
	
	
	
	
	
	


1. Details of products manufactured by the Company

2. Details of Products given to Job Worker for further manufacture and the tariff heading no.

3. Details of Products received by the company for job work purpose and the tariff heading no.

4. Tariff Heading No. of the product manufactured by the company

5. The products covered under the Central Excise and the Products not covered under the Central Excise 

6. Manufacturing Process of the Product(s)
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7. Details of Licensed capacity; installed capacity; actual production of the product under reference for the last 3 years.

8. Details of duty paid; PLA; Cenvat (input) and Cenvat (Capital Goods) for the last 3 years.

9. Details of exemption/concession etc availed by the Company and the notification thereof

10. Note on marketing pattern followed by the Company which should cover product wise revision of price, discount offered, packing charges, supplementary invoices, debit notes issued, security deposit, advance received including interest free advance , samples, advertisement, sales promotion, transport, insurance taxes etc and the name of the person authorised to do so in the company.

11. Whether the company has written policy of sales and if so attach them.

Sales Information

1. Note on the system of accounting followed and controls adopted in respect of Sale made by the Company.  It should cover the total system of sales transaction from “How the order for product received from the Customer?” to “Dispatch of goods and receipt of money thereof”.  The document relied by the Cost Auditor should invariably attached to the Report.
2. A detailed report on controls adopted by the Company, its discrepancies and weakness thereof.
3. Whether the Cost Auditor is satisfied with the system of sales as mentioned above, if not, the reasons thereof.  The cost auditor should also enclose relevant documents in support of his conclusion arrived.
4. Product wise list of major customer and the total sales made during the period covered under audit.
5. Details of Other Income
14

Analysis of Sales Transaction

The Cost Auditor appointed under Section 14A of the Central Excise Act should comment on the following:

1. Trends Analysis of Production for the last 3 years.

2. Analysis of Value addition vis-à-vis total duty paid for the last 3 years and findings thereof.

3. The product wise details of discounts offered by the company, actual discount passed vis-à-vis abatement claimed under Central Excise Act. 

4. Details of Related party transaction as mentioned in the Cost Audit Report (Para 26) ordered under Section 233B of the Companies Act and the impact thereof from the Central Excise point of view.

5. If any sale or purchase of goods/services made during the audit period to the person mentioned under Section 301 of the Companies Act, whether the goods are as per section 4 of the Central Excise Act or not.   

6. Whether the company has given taken or given any loan to any Company, firms, or other parties listed as per section 301 of the Companies Act.  If so, the details thereof and the impact on the price at which goods sold or purchased.

7. The Agreement, if any, entered between the Company and the buyer for sale of goods.

8. Whether the company has written sales policy.  If so, the auditor has noted any deviation from the written sales policy, the instance of such cases and the reason thereof.

9. Weakness of the sales accounting system, reported in the Internal Control Audit Report 

10. If  the company undertakes job work, a copy of the agreement, the names of the raw material supplier, products manufactured, manufacturing process and the material used by the company for further processing are to be given as a separate note.

11. Whether the products under job work manufactured by the company are properly valued as per Central Excise Valuation Rule.

12. Details of waste or scrap disposed off by the Company in manufacturing of their own goods and by job work.

13. Details of treatment of unserviceable or damaged goods or in the books of accounts.

14. Details of final goods/processed goods/raw material written down in the books of accounts.  

15. Cost Auditor may also go through the details of “Contingent liabilities” and see whether any case has been made by Income Tax, Sales Tax etc against the company and relevance under Central Excise Act.
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Captive Consumption:

1. Whether goods valued are as per Cost Accounting Standard 1 to 4 issued by Institute of Cost & Work Accountants of India? If not, details of the same may be reported with documents enclosed.

The Cost Auditor should keep in mind that in case of raising the issue of       under-valuation of excisable goods, the full details of quantity, rate of duty applied and total duty payable along with the documents / records relied upon, should invariably be enclosed along with the Report so as to enable central excise authorities to decide further course of legal action against the assessee.
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Annexure 4

Declaration Form

To

The Assistant Commissioner/ Deputy Commissioner,

Central Excise,

I/We……………………………………….declare that to the best of my/our knowledge and belief the information furnished in the Schedule below is true and complete.

I/We undertake to apply for a Central Excise registration certificate in the proper form as soon as the value of the goods, mentioned in the said Schedule, cleared for home consumption in a financial year, reaches the full exemption limit.

I/We undertake to apply for a Central Excise Registration in the proper form as soon as the goods mentioned in the Schedule become chargeable to duty.

I/We undertake to maintain such records and follow such procedure as may be prescribed by the Commissioner in relation to the exempted goods.

I/We also undertake to intimate any change in the information furnished in the said Schedule.

THE SCHEDULE

1. Name(s) and address (s) of the proprietors/all partners/Directors of the company owning the factory.

2. Name and address of the factory.

3. Name and addresses of other factories/manufacturers (producing such goods) in which the manufacturer claiming the exemption has proprietary interest.

4. Full description of the goods (heading-wise) manufactured by the factory.

5. Value/quantity of the goods cleared during the preceding financial year.

6. Value/quantity of the goods estimated to be cleared in the current financial year.

7. Heading No. or sub-heading No. of the First Schedule to the Central Excise Tariff Act, 1985 (5 of 1986) under which the goods are classifiable.

8. Reference to the heading/sub-heading of the said Schedule Section 5A of the Central Excise Act, 1944 (1 of 1944), the case may be (under which the goods are exempted from the whole of the duty of excise leviable thereon).

9. Ground of exemption under the said heading/sub-heading or the said notification

10. Process of manufacture.

(SIGNATURE OF THE APPLICANT)

Note: -Portion of the Form/Schedule that is not relevant to a particular manufacturer may be deleted.

17

Definition of inter-connected undertaking under Monopolies and Restrictive Trade Practices Act

"Inter-connected undertakings" means two or more under-takings which are inter-connected with each other in any of the following manner, namely:- 

(i)    if one owns or controls the other, 

(ii) Where the undertakings are owned by firm, if such firms have one or more common partners, 

(iii)  Where the undertakings are owned by bodies corporate,- 

(a) if one body corporate manages the other body corporate, or  

(b) if one body corporate is a subsidiary of the other body corporate, or 

(c) if the bodies corporate are under the same management, or 

(d) if one body corporate exercises control over the other body corporate in any other manner; 

(iv) Where one undertaking is owned by a body corporate and the other is owned by a firm, if one or more partners of the firm,- 

(a) hold, directly or indirectly, not less than fifty per cent of the shares, whether preference or equity, of the body corporate, or  

(b) exercise control, directly or indirectly, whether as director or otherwise, over the body corporate. 

(v)  if one is owned by a body corporate and the other is owned by firm having bodies corporate as its partners, if such bodies corporate are under the same management, 

(vi)  if the undertakings are owned or controlled by the same person or (by the same group), 

(vii) if one is connected with the other either directly or through any number of undertakings which are inter-connected undertakings within the meaning of one or more foregoing sub-clauses. 

Explanation I, - For the purpose of this Act, (two bodies corporate,) shall be deemed to be under the same management,- 

(i) if one such body corporate exercise control over the other or both are under the control of the same group or any of the constituents of the same group; or 

(ii) if the managing director or manager of one such body corporate is the managing director or manager of the other; or 

(iii) if one such body corporate holds not less than (one fourth) of the equity shares in the other or controls the composition of not less than ( one fourth) of the total membership of the Board of Directors of the other; or 
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(iv) if one or more directors of one such body corporate constitute, or at any time within a period of six months immediately preceding the day when the question arises as the whether such bodies corporate are under the same management, constituted (whether independently or together with relatives of such directors or the employees of the first mentioned body corporate) one-fourth of the directors of the other; or 

(v) if the same individual or individuals belonging to a group, while holding (whether by themselves or together with their relatives) not less than (one-fourth) of the equity shares in one such body corporate also hold (whether by themselves or together with their relatives) not less than (one-court) of the equity shares in the other; or 

(vi) if the (same body corporate or bodies corporate belonging to a group, holding, whether independently or along with its or their subsidiary or subsidiaries, not less than one-fourth of the equity shares) on one body corporate, also hold not less than (one-fourth) of the equity shares in the other; or 

(vii) if not less than (one-fourth) of the total voting power (in relation to) each of the two bodies corporate is exercised or controlled by the same individuals belonging to a group or by the same bodies corporate belonging to a group, or jointly by such individual or individuals and one or more of such bodies corporate; or 

(viii) if the directors of the one such body corporate are accustomed to act in accordance with the directions or instructions of one or more of the directors of the other, or if the directors of both the bodies corporate are accustomed to act in accordance with the directions or instructions of an individual, whether belonging to a group or not. 

Explanation II - If a group exercises control over a body corporate, that body corporate and every other body corporate, which is a constituent of or controlled by, the group shall be deemed to be under the same management. 

Explanation III - If two one more bodies corporate under the same management hold, in the aggregate, not less than (one-fourth) equity share in any other body corporate, such other body corporate shall be deemed to be under the same management as the first mentioned bodies corporate.  

Explanation IV -  In determining whether or not two or more bodies corporate are under the same management, the shares held by (financial institutions) in such bodies corporate shall not be taken into account. 
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Central Excise Rules

The relevant of Rules of Central Excise from the point of Section 14A of Central Excise Act are reproduced below:

Rule10. Daily stock account

Every assessee shall maintain proper records, on a daily basis, in a legible manner indicating the particulars regarding description of the goods produced or manufactured, opening balance, quantity produced or manufactured, inventory of goods, quantity removed, assessable value, the amount of duty payable and particulars regarding amount of duty actually paid

The first page and the last page of each such account book shall be duly authenticated by the producer or the manufacturer or his authorised agent

All such records shall be preserved for a period of five years immediately after the financial year to which such records pertain
Rule 12.Filing of return.- 

(1) Every assessee shall submit to the Superintendent of Central Excise a monthly return in the form specified by notification by the Board, of production and removal of goods and other relevant particulars, within ten days after the close of the month to which the return relates:

Provided that where an assessee is availing of the exemption under a notification based on the value of clearances in a financial year, he shall file a quarterly return in the form specified by notification by the Board, of production and removal of goods and other relevant particulars, within twenty days after the close of the quarter to which the return relates.

Provided further that an assessee is-

 (a) availing the exemption under a notification based on value of clearances in a financial year; or 

(b) manufacturing processed yarn, unprocessed fabrics falling under Chapter 50, 51, 52, 53, 54, 55, 58 or 60 of First Schedule to the Tariff Act; or

 (c) manufacturing ready made garments falling under Chapter 61 or 62 of First Schedule to the Tariff Act, which prior to 1st day of April, 2003 were eligible for an exemption under a notification based on value of clearances in a financial year he shall file a quarterly return in the form specified by notification be the Board, of production and removal of goods and other relevant particulars, within twenty days after the close of the quarter to which the return relates.
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(2) (a)Notwithstanding anything containing in sub-rule (1), every assessee shall submit to the Superintendent of Central Excise, an Annual Financial Information Statement for the preceding financial year to which the statement relates in the form specified by notification by the Board by 30th day of November of the succeeding year.  

     (b)The Central Government may, by notification, and subject to such conditions or limitations as may be specified in such notification, specify assessee or class of assesses who may not require to submit such an Annual Financial Information Statement

Rule 22.Access to a registered premises.-

 (1)An officer empowered by the Commissioner in this behalf shall have access to any premises registered under these rules for the purpose of carrying out any scrutiny, verification and checks as may be necessary to safeguard the interest of revenue. 

(2)Every assessee shall furnish to the officer empowered under sub-rule (1), a list in duplicate, of all the records prepared or maintained by the assessee for accounting of transactions in regard to receipt, purchase, manufacture, storage, sales or delivery of the goods including inputs and capital goods.

(3) Every assessee shall, on demand make available to the officer empowered under sub-rule (1) or the audit party deputed by the Commissioner or the Comptroller and Auditor General of India,- 

(i) the records maintained or prepared by him in terms of sub-rule (2);

(ii) the cost audit reports, if any, under section 233B of the Companies Act, 1956 (1 of 1956); and 

(iii) the Income-tax audit report, if any, under section 44AB of the Income-tax Act, 1961     (43 of 1961), for the scrutiny of the officer or audit party, as the case may be.

Central Excise Act

4. Valuation of Excisable goods for purposes of charging of duty of excise.-
 (1) Where under this Act, the duty of excise is chargeable on any excisable goods with reference to their value, then, on each removal of the goods, such value shall.

a. in a case where the goods are sold by the assessee, for delivery at the time and place of the removal, the assessee and the buyer of the goods are not related and the price is the sold consideration for the sale, be the transaction value;

b. in any other case, including the case where the goods are not sold, be the value determined in such manner as may be prescribed.
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(2) The provisions of this section shall not apply in respect of any excisable goods for which a tariff value has been fixed under sub-section (2) of Section 3.

(3) For the purpose of this Section, -

a. "assessee" means the person who is liable to pay the duty of excise under this Act and includes his agent;

b. persons shall be deemed to be "related" if.

i. they are inter-connected undertakings;

ii. they are relatives;

iii. amongst them the buyer is a relative and a distributor of the assessee, or a sub-distributor of such distributor; or 

iv. they are so associated that they have interest, directly or indirectly, in the business of each other.

Explanation - in this clause.- "inter-connected undertakings" shall have the meaning assigned to it in Clause (g) of section 2 of the Monopolies and Restrictive Trade Practices Act, 1969; and "relative" shall have the meaning assigned to it in Clause (41) of section 2 of the Companies Act, 1956; 

c. "place of removal" means-

i. a factory or any other place or premises of production or manufacture of the excisable goods; 

ii. a warehouse or any other place or premises wherein the excisable goods have been permitted to be deposited without payment of duty,  

iii. a depot, premises of a consignment agent or any other place or premises from where excisable goods are to be sold after their clearance form the factory.

cc. "time of removal", in respect of the excisable goods removed from the place of removal referred to in sub-clause (iii) of clause c shall be deemed to be the time at which such goods are cleared from the factory. from where such goods are removed;

d. "transaction value" means the price actually paid or payable for the goods, when sold, and includes in addition to the amount charged as price, any amount that the buyer is liable to pay to, or on behalf of, the assessee, by reason of, or in connection with the sale, whether payable at the time of the sale or at any other time, including, but not limited to, any amount charged for, or to make provision for, advertising or publicity, marketing and selling organization expenses, storage, outward handling, servicing, warranty, commission or any other matter but does not include the amount of duty of excise, sales tax and other taxes, if any, actually paid or actually payable on such goods;

For the removal of doubts, it is hereby declared that the price-cum-duty of the excisable goods sold by the assessee shall be the price actually paid to him for the goods sold and the money value of the additional consideration, if any, flowing directly or indirectly from the buyer to the assessee in connection with the sale of such goods, and such price-cum-duty, excluding sales tax and other taxes, if any, actually paid, shall be deemed to include the duty payable on such goods.
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4A. Valuation of excisable goods with reference to retail sale price. 

(1) The Central Government may, by notification in the Official Gazette, specify any goods, in relation to which it is required, under the provisions of the Standards of Weights and Measures Act, 1976 (60 of 1976) or the rules made there under or under any other law for the time being in force, to declare on the package thereof the retail sale price of such goods, to which the provisions of sub-section (2) shall apply. 

(2) Where the goods specified under sub-section (1) are excisable goods and are chargeable to duty of excise with reference to value, then, notwithstanding anything contained in section 4, such value shall be deemed to be the retail sale price declared on such goods less such amount of abatement, if any, from such retail sale price as the Central Government may allow by notification in the Official Gazette. 

(3) The Central Government may, for the purpose of allowing any abatement under sub-section (2), take into account the amount of duty of excise, sales tax and other taxes, if any, payable on such goods. 

(4) where any goods specified under sub-section (1) are excisable goods and the manufacturer- 

(a) remove such goods form the place of manufacture without declaring the retail sale price of such goods on the packages or declares a retail sale price which is not the retail sale price as required to be declared under the provisions of the Act, Rules or other law as referred to in sub-section (1) ; or 

(b) tampers with, obliterates or alters the retail sale price declared on the packages of such goods after their removal from place of manufacture, then, such goods shall be liable to confiscation and the Central Government shall ascertain in the prescribed manner the retail sale price of such goods and the retail sale price so ascertained shall be  deemed to be the retail sale price for the purposes of this section. 

Explanation 1.—For the purposes of this section, "retail sale price" means the maximum price at which the excisable goods in packaged form may be sold to the ultimate consumer and includes all taxes local or otherwise, freight, transport charges, commission payable to dealers, and all charges towards advertisement, delivery, packing, forwarding and the like, as the case may be, and the price is the sole consideration for such sale. 

Provided that in case the provisions of the Act, Rules or other law as referred to in sub-section (1) required to declare on the package, the retail sale price excluding any taxes, local or otherwise, the retail sale price shall be construed accordingly. 
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Explanation 2 : For the purposes of this section,- 

(a) Where on the packages of any excisable goods more than one retail sale price is declared, the maximum of such retail sale price shall be deemed to be the retail sale price; 

(b) Where the retail price, declared on the package of any excisable goods at the time of its clearance from the place of manufacture, is altered to increase the retail sale price, such altered retail sale price shall be deemed to be the retail sale price. 

(c) where different retail sale prices declared on different packages for the sale of any excisable goods in packaged form in different areas, each such retail price shall be the retail sale price for the purposes of valuation of the excisable goods intended to be sold in the area to which the retail sale price relates
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CENTRAL EXCISE VALUATION

(DETERMINATION OF PRICE OF EXCISABLE GOODS) RULES, 2000


(Notification No. 45/2000-C.E. (N.T.), dated 30-6-2000 [Effective from 1-7-2000], as amended by Notification No. 23/2002-C.E. (N.T.), dated 13-6-2002 and No. 11/2003-C.E. (N.T.), dated 1-3-2003.)
1.  (1)These rules may be called the Central Excise Valuation (Determination of Price of Excisable Goods) Rules, 2000.

    (2)They shall come into force on and from the 1st day of July, 2000. 
   

CHAPTER- I

 
PRELIMINARY
2. In these rules, unless the context otherwise requires,- 

(a) "Act" means the Central Excise Act, 1944 (1 of 1944); 

(b) "normal transaction" means the transaction value at which the greatest aggregate quantity of goods are sold;

(c) "value" means the value referred to in Section 4 of the Act;

(d) words and expressions used in these rules and not defined but defined in the Act shall have the meanings respectively assigned to them in the Act.


CHAPTER - II

 DETERMINATION OF VALUE
3. The value of any excisable goods shall, for the purposes of clause (b) of sub-section (1) of Section 4 of the Act, be determined in accordance with these rules. 

4. The value of the excisable goods shall be based on the value of such goods sold by the assessee for delivery at any other time nearest to the time of the removal of goods under assessment, subject, if necessary, to such adjustment on account of the difference in the dates of delivery of such goods and of the excisable goods under assessment, as may appear reasonable to the proper officer. 

5. Where any excisable goods are sold in the circumstances specified in clause (a) of sub-section (1) of section 4 of the Act except the circumstances in which the excisable goods are sold for delivery at a place other than the place of removal, then the value of such excisable goods shall be deemed to be the transaction value, excluding the cost of transportation from the place of removal upto the place of delivery of such excisable goods. 

Explanation 1.– “Cost of transportation” includes – 

(i) the actual cost of transportation; and

(ii) in case where freight is averaged, the cost of transportation calculated in accordance with generally accepted principles of costing. 
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  Explanation 2. - For removal of doubts, it is clarified that the cost of transportation from the factory to the place of removal, where the factory is not the place of removal, shall not be excluded for the purposes of determining the value of the excisable goods. 

6. Where the excisable goods are sold in the circumstances specified in clause (a) of sub section (1) of section 4 of the Act except the circumstance where the price is not the sole consideration for sale, the value of such goods shall be deemed to he the aggregate of such transaction value and the amount of money value of any additional consideration flowing directly or indirectly from the buyer to the assessee. 

Explanation 1 - For removal of doubts, it is hereby clarified that the value, apportioned as appropriate, of the following goods and services, whether supplied directly or indirectly by the buyer free of change or at reduced cost for use in connection with the production and sale of such goods, to the extent that such value has not been included in the price actually paid or payable, shall be treated to be the amount of money value of additional consideration flowing directly or indirectly from the buyer to the assessee in relation to sale of the goods being valued and aggregated accordingly, namely:-

(i) value of materials, components, parts and similar items relatable to such goods; 

(ii) value of tools, dies, moulds, drawings, blue prints, technical maps and charts and similar items used in the production of such goods; 

(iii) value of material consumed, including packaging materials, in the production of such goods. 

(iv) value or engineering, development, art work, design work and plans and sketches undertaken elsewhere than in the factory of production and necessary for the production of such goods.

Explanation. 2– Where an assessee receives any advance payment from the buyer against delivery of any excisable goods, no notional interest on such advance shall be added to the value unless the Central Excise Officer has evidence to the effect that the advance received has influenced the fixation of the price of the goods by way of charging a lesser price from or by offering a special discount to the buyer who has made the advance deposit.  

Illustration 1.- X, an assessee, sells his goods to Y against full advance payment at Rs. 100 per piece. However, X also sells such goods to Z without any advance payment at the same price of Rs. 100 per piece. No notional interest on the advance received by X is includible in the transaction value. 
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Illustration 2.- A, an assessee, manufactures and supplies certain goods as per design and specification furnished by B at a price of Rs. 10 lakhs. A takes 50% of the price as advance against these goods and there is no sale of such goods to any other buyer. There is no evidence available with the Central Excise Officer that the notional interest on such advance has resulted in lowering of the prices. Thus, no notional interest on the advance received shall be added to the transaction value. 

7. Where the excisable goods are not sold by the assessee at the time and place of removal but are transferred to a depots, premises of a consignment agent or any other place or premises (hereinafter to as "such other place") from where the excisable goods are to be sold after their clearance from the place of removal and where the assessee and the buyer of the said goods are not related and the price is the sole consideration for the sale, the value shall be the normal transaction value of such goods sold from such other place at or about the same time and, where such goods are not sold at or about the same time, at the time nearest to the time of removal of goods under assessment. 

8. Where the excisable goods are not sold by the assessee but are used for consumption by him or on his behalf in the production or manufacture of other articles, the value shall be one hundred and fifteen per cent of the cost of production or manufacture of such goods.

9. When the assessee so arranges that the excisable goods are not sold by an assessee except to or through a person who is related in the manner specified in either of sub-clauses (ii), (iii) or (iv) of clause (b) of sub-section (3) of section 4 of the Act, the value of the goods shall be removal, to buyers (not being related person); or where such goods are not sold to such buyers, to buyers (being related person), who sells such goods in retail; 

Provided that in a case where the related person does not sell the goods but uses or consumes such goods in the production or manufacture or articles, the value shall be determined in the manner specified in rule 8. 

10. When the assessee so arranges that the excisable goods are not sold by him except to or through an inter-connected undertaking, the value of goods shall be determined in the following manner, namely:- 

(a) If the undertakings are so connected that they are also related in terms of sub-clause (ii) or (iii) or (iv) of clause 

(b) of sub-section (3) of Section 4 of the Act or the buyer is a holding company or subsidiary company of the Assessee, then the value shall be determined in the manner prescribed in rule 9.
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Explanation- In this clause "holding company" and "subsidiary company" shall have the same meanings as in the Companies act, 1956 (1 of 1956). 

(b) in any other case, the value shall be determined as if they are not related persons for the purpose of sub-section (1) of section 4.
11. If the value of any excisable goods cannot be determined under the foregoing rules, the value shall be determined using reasonable means consistent with the principles and general provisions of these rules and sub-section (1) of section 4 of the Act. 
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Annexure 8

Original 

Duplicate

Triplicate

Personal Ledger Account

For the month of ……………….200…….

Commissionerate:

        Division:

       Range :

Name of the Factory

With address and

Registration

EC Code No.

	Date and Sl.No. of the Entry
	Particulars of Credit /debit Document

Description of documents with name of treasury where necessary 
	No.

Date
	Central Excise Tariff sub-heading

Number
	EC

Code

Of the buyer
	Basic

Credit
	Excise

Debit


	Duty

Balance
	Credit
	Debit
	Balance

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	


	Cess on Commodities
	Miscellaneous
	
	
	
	Signature of the Asseessee or his agent

	Credit
	Debit
	Balance
	Credit 
	Debit 
	Balance
	Credit 
	Debit 
	Balance
	Credit
	Debit
	Balance
	

	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11
	12
	13
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Notes:

1. This account should be prepared in triplicate using indelible pencil  and double sided carbon.  The original and  duplicate copies should be detached  and sent to the Central Excise Officer-in-charge along with the R.T.12 Return.

2. Column 7 to 9 of the Form have been left blank to be used for showing the appropriate type of duty and the duty credited and debited there against.

3. No. and date of invoice against which debit is raised in this account should be shown in Column. 3.

4. Where single invoice covers goods falling under different sub-heading, separate entries shall be made for each of such sub-heading.

5. Where consolidated debit entry is permitted to be made at the end of the day, separate entries shall be made  for each sub-heading.

6. Assess may exclude from their Accounts those of the Columns 7 to 11 which are inapplicable.

7. The closing balance in the last month’s PLA should be brought and shown in the column for credit against the entry “balance BF”. Which should be verified by  the C.A.O. with the closing balance in the last months PLA.
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Annexure - 11

AC-1

[Rule 17(2)]

Commissionarate…………………

Division…………………………..

Range……………………………..

Name and address of the Unit………………………………………

	Date
	Descrip

tion of goods
	Opening

Balance
	Quantity

Manufact

ured
	Total
	Quantity

Cleared
	Invoice Number and Date
	Closing

Balance
	Duty

paid
	Ramarks

	
	
	
	
	
	To domestic 

Tariff

area
	For Export
	
	
	
	

	1.
	2.
	3.
	4.
	5.
	6.
	7.
	8.
	9.
	10.
	11.
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15th September, 2003

Notification No.71/2003-Central Excise (N.T)


In exercise of the powers conferred by rule 12 of the Central Excise Rules, 2002 and sub-rule (5) of rule 7 of CENVAT Credit Rules, 2002, and in super cession of the notification of the notification of the Government of India, Ministry of Finance (Department of Revenue), No. 48/2001-Central Excise (N.T), dated the 26th June 2001, published vide G.S.R 477 (E), dated the 26th June 2001, the Central Board of Excise and Customs hereby specifies the following forms for the purposes of the said rules, namely:-

(i) for monthly return for production and removal of goods and other relevant particulars and CENVAT credit, the following form shall be used, namely:-

Form       E.R.-1

Original / Duplicate

(See rule 12 of the Central Excise Rules, 2002 and rule 7(5) of CENVAT Credit Rules, 2002)

	Return of excisable goods and availment of CENVAT credit for the month of 
	M
	M
	Y
	Y
	Y
	Y


1. 

	Registration number
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	


2.

	Name of the Assessee
	
	
	
	
	
	
	
	
	
	
	
	
	
	


3. Details of the manufacture, clearance and duty payable:
	CETSH NO.
	Unit of 

quantity
	Quantity

Manufactured
	Quantity

Cleared
	Assessable Value

(Rs.)

	(1)
	(2)
	(3)
	(4)
	(5)

	
	
	
	
	
	
	
	
	
	
	
	


	Duty
	Notification

Availed
	S.No. in 

Notification
	Rate of

Duty
	Duty payable

(Rs.)
	Provisional assessment number (if any)

	(6)
	(7)
	(8)
	(9)
	(10)
	(11)

	CENVAT
	
	
	
	
	

	Other

Duties
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4. Details of duty paid:

	Duty code
	Amount current (Rs.)
	Credit account (Rs.)
	Total duty paid (Rs.)

	(1)
	(2)
	(3)
	(4)

	CENVAT
	
	
	

	Other  Duties
	
	
	


5. Details of CENVAT credit availed and utilized:

	Details of Credit
	CENVAT (Rs.)
	AEC (TTA) (Rs.)
	NCCD (Rs.)
	ADET (Rs.)

	(1)
	(2)
	(3)
	(4)
	(5)

	Opening balance
	
	
	
	

	Credit availed on inputs
	
	
	
	

	Credit availed on capital goods
	
	
	
	

	Total credit availed
	
	
	
	

	Credit utilized
	
	
	
	

	Closing balance
	
	
	
	


6. Details of other payments made:

	Payments
	Amount Paid (Rs.)
	Challan
	Source

Document No. and date

	
	Account

current
	Credit

account
	No.
	Date
	

	(1)
	(2A)
	(2B)
	(3A)
	(3B)
	(4)

	Arrears of duty
	
	
	
	
	

	Interest
	
	
	
	
	

	Misc. payments
	
	
	
	
	


7. Self-assessment memorandum:

a) I hereby declare that the information given in this Return is true, correct and complete in every respect and that I am authorized to sign on behalf of the assessee.

b) During the month, total Rs……………………was deposited vide TR 6 Challans (copies enclosed).

c) During the month, invoces bearing S.No………. to S.No…….. were issued.

Place:
(Name in capital letters and Signature of assessee or                   

Date :






authorized signatory)
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ACKNOWLEDGEMENT

	Return of excisable goods and availment of CENVAT credit for the month of 
	M
	M
	Y
	Y
	Y
	Y


D       D          M     M      Y       Y        Y      Y     

Date of receipt   

Name  and signature of the Range Officer with Official Seal

INSTRUCTIONS

1. Indicate the 15-digit PAN based registration number and the name as appearing in the Registration Certificate.

2. In case more than one item is manufactured, additional raw may be inserted in each table, wherever necessary.
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It is also found that some assessee instead of issuing debit notes to the customer, are passing a journal entry in the sales book for the above mentioned transaction.








