EXCISE DUTY ON READY-MADE GARMENTS

Excise duty at the rate of 10% shall now apply to ready-made garments and made-up articles of textiles falling under Chapters 61, 62 and 63 (heading nos.63.01 to 63.08) of the Central Excise Tariff except those falling under heading nos.63.09 and 63.10 (i.e. used and worn clothing including rags, cuttings etc.) when they bear or are sold under a brand name. Duty is to be paid on a tariff value equal to 45% of the retail sale price.
Eg: Retail sale Price is Rs. 1000.00. The excise duty will be calculated as under:

(1000*45%)*10.30% = 46.35

The duty shall be applicable from 01.03.2011.

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 of such sale.
EXEMPTED CATAGORIES:

01. Articles not bearing a Brand Name:

Exempted from the applicability of excise duty. The exemption is based on the condition that no CENVAT credit shall be taken.

Thus readymade garments, not bearing a brand name is exempted from payment of Central Excise duty. Further, the manufacture has an option to pay duty @ 5% on cotton items and 10% on others and take CENVAT credit.

Brand name or Trade name : means a brand name or a trade name, whether registered or not, that is to say, a name or a mark, such as symbol, monogram, label, signature or invented word or writing which is used in relation to such specified goods for the purpose of indicating, or so as to indicate a connection in the course of trade between such specified goods and some person using such name or mark with or without any indication of the identity of that person.

02. SSI Exemption:

For evaluating the eligibility of a Small Scale Industry, under Central Excise Act, the following conditions must be satisfied:

a. The turnover of the Unit must not exceed rupees One Hundred and Fifty Lakhs made on or after the 1st day of April in any financial year and

b. The turnover of the Unit must not exceed rupees Four Hundred Lakhs in the preceding financial year.

Other Conditions for availing SSI benefit

a. The SSI scheme is Optional.

i.      Option 1: Pay the normal rate of duty on the goods cleared and avail CENVAT credit on the inputs.

ii.      Option 2: Avail the exemption scheme and forgo the claim of CENVAT Credit on inputs till you reach the turnover of Rs. 150 Lakhs.

iii.      In both the cases the option shall be exercised before effecting the first clearances at the normal rate of duty. Such option shall not be withdrawn during the remaining part of the financial year.

iv.      However the manufacturer can take the credit on capital goods and use the same for payment of normal duty after he crosses the basic exemption limit of Rs. 150 Lakhs.
Provisions for Clubbing of Turnover

i.      Sales by the same manufacturer from different factories : Where goods are cleared from one or more factories by the same manufacturer, the turnover of the factories will be clubbed to determine the exemption limit of Rs. 400 Lakhs/150 Lakhs and not separately for each factory.

ii.      Sales by different manufacturers from the same factory: Where the specified goods are cleared by one or more manufacturers from the same factory, the exemption shall apply to the aggregate value of clearances of all the manufacturers from that factory.
Where one factory is used by one manufacturer for some part of the year and by another manufacturer for the remaining part of the year then their turnover will be clubbed to determine their SSI status.

03. Exemption to Job Worker:

Job worker is exempted from payment of duty and following Central Excise duty procedure if duty liability is being discharged by the principal manufacturer. However, the job worker may be authorized to follow central excise procedure and pay duty. 

Explanation.  - For the purposes of this proviso, the expression "job worker" shall have the meaning assigned to it in rule sub rule (1A) of rule 4.”

04. Exemption On Uniforms, Blankets Etc.

No excise duty on uniforms or made-up articles like quilt, blankets, towels, linen etc bearing the name or logo of a school, security agency, company, hotel or airline etc., it is clarified that such products would not merit treatment as “branded” products merely because the name of the school, institution or company or their logo is either printed, embroidered or etched on them. This is equally true of made ups such as towels, linen etc bearing the name of a hotel, restaurant or airlines. In all these cases, there is no nexus between such a name or logo & the product at the time of its sale which is essential ingredient in the definition of the term “brand name”. Unless such garments/made- ups also bear a brand name in addition to the name or logo of the school, security agency, hotels, airlines and company, such goods would not attract the excise duty. 

It is also gathered that in some cases, apart from the name or logo of such organisations, the name of the tailor or manufacturer is affixed on such garments. However, mere affixing of name of the tailor or manufacturer would not constitute a brand name. 

Another related issue is the applicability of the mandatory excise duty to blankets which are supplied to the defence establishment, armed forces, police forces etc against tenders that stipulate that the name of the manufacturer should be clearly indicated or marked on the product. As pointed out above, affixing the name of the manufacturer on such goods would not, by itself, bring them within the ambit of branded goods.
Deemed Manufacture & Tariff Value:

Note 12 of Chapter 61 and Note 11 of Chapter 62 already prescribe that certain processes such as affixing a brand name on a product, labeling or re-labeling of containers etc. shall be processes amounting to manufacture.

SUMMARY:
 

1. Branded readymade garments shall attract a duty @10%, with CENVAT facility (TOTAL RATE 10.30% INCLUDING CESS).
2. Duty is to be paid on a tariff value equal to 45% of the retail sale price.
3. Unbranded ready-made products are exempted from duty. However, the manufacturer at his option can pay duty @5% on cotton items and 10% on other items, with CENVAT facility.
4. SSI i.e., whose current year turnover is not more than Rs. 1.5 crores and previous year turnover is not more Rs. 4.0 crores is exempted from excise duty on readymade garments.
5. Where goods are cleared from one or more factories by the same manufacturer, the turnover of the factories will be clubbed to determine SSI status.

6. Where the specified goods are cleared by one or more manufacturers from the same factory, the turnover of all manufacturers will be clubbed to determine their SSI status.

7. Where one factory is used by one manufacturer for some part of the year and by another manufacturer for the remaining part of the year then their turnover will be clubbed to determine their SSI status.

8. The duty liability can be discharged by either the job worker or principal manufacturer.
9. No excise duty on staff or school uniforms and blankets bearing name of manufacturer of organization.
10. Mere affixing of name of the tailor or manufacturer would not constitute a brand name.

11. Affixing a brand name on a product, labeling or re-labeling of containers etc. shall be processes amounting to manufacture and liable for excise duty if applicable.
12. Textile and Textile product is being removed from the schedule of Additional Duties of Excise Act. Now there products will be subject to State’s Value Added Tax.

