The suggested answers for Indirect Taxes (Paper 8) are based on the provisions as amended
by the Finance Act, 2007 and Notifications/Circulars issu@d420® véhich are
relevant fodovembe2008 examinations.

PAPER 8 : INDIRECT TAXES

Answer tougstiomos.1, 6and9 are compulsory. In addition thereto, anstwer any
guestions from Park andonequestion from ParB.

PART A
Question 1

(a) Briefly explain the following with reference to the provisions of the Central Excise Act,
1944:

(iy Curing
(i) Broker or Commission agent. (2 2 =4 Marks)

(b) SC Ltd. is a manufacturer of caustic soda, certergestt.SHS (Low Sulphur Heavy
Stock) as fuel for generating electricity whichisrcapimely consumed for the
manufactre of final products. It has claimed CENVAT L&d8 on the reasoning
that this is used in relation to manufacture of final products and hence it is an input.

However, the department did not allow the credit adlltf8id6 hsed to generate

eledricity, which is not excisable and h8rS couldbhbe considered as input used

as fuel. State with reasons whether the action taken by the department is covered by the
CENVAT Credit Rules, 2004. You may take belp@féd case law(s), if any.

(4 Marks)

(c) Explain the term normal transaction value under the Central Excise Valuation
(Determination Bfice of Excisable Goods) Rules, 2000.is H@merm used for
valuation of excisable goods? (4 Marks)

(d) A particular produdte manufacturer was exempt from duty. Subsequently, central
excise duty was imposed on it. The manufacturer assessee continued to sell the product
without any change in selling price. Latetishé tieat he had paid higher quantum
of duty. He filedrefund claim stating that there was no chthegeide before and
after imposition of duty and héheeburden of duty has not been passed on to the
buyer. Will his stand for refund cla@imdptable ? Discuss briefly. (4 Marks)

(e) State in fpef the penal provisions under the Central Excise Act, 1944 and rules made
thereunder if a manufacturer of excisable goods does not apply fo{4egestkajion.

Answer

(@) () As per section 2(c) of the Central Excise Act, 1944, curingtingndondeg,wi
fermenting and any process for rendering an unmanufactured product fit for
marketing or manufacture.
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(i) As per section 2(aaa) of the Central Excise Act, 1944, broker or commission agent
means a person who in the ordinary course &k buakes contracts for the
sale or purchase of excisable goods for others.

(b) In the present case, LW sulphur heavy stask)sed as fuel for generation of

(c)

(d)

electricity , whitdrris used in relation to manufacture of final products

As r rule 2(k)(i) of the CENVAT Credit Rules, 2004, goods used for generation of
electricity used in or in relation to manufacture of final products or for any other purpose,
within the factory of production, are inputs.

Thus, SC Ltd. can claim CENVAT aned8HS and hendlee action taken by the
department is not covered by the CENVAT Credit Rules, 2004. The Apex Court in the
case oCCE v. Solaris Chemtech Ltd. (2007) 214 ELT #8% é&@onfirmethat

LSHS and furnace oil used for generaétactatity used for manufacture of final
products are inputs eligible for CENVAT credit.

As per rule 2(b) of the Central Excise Valuation (Determination of Price of Excisable
Goods) Rules, 2000, normal transaction value means the trartsabimnthalue a
greatest aggregate quantity of goods are sold.

The term is used for valuation in case of depot transfer under rule 7, sale to related
person under rule 9 and valuation in caseakjoinder rule 10A of the said rules.

In case of depoansfer under rule 7, the value of the excisable goods is the normal
transaction value of such goods sold from such depot 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 obgds under assessment.

In case of sale to related person underthdev8@lue of the excisable goods is the

normal transaction value at which these are sold by the related person at the time of
removal, to buyers (not being related person); orchlgoedsuare not sold to such

buyers, to buyers (being related person), who sells such goods in retail.

Under rule 10A(ihere the goods are not sold by the principal manufacturer at the time

of removal of goods from the factory ofwekeh butratransferred to some other

placethe value of the excisable goods 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 timetme¢hectitne of removal of said
gooddrom the factory of-yadrker.

InCCE v. Allied Photographics 2004 166 EL Tt 3@ Meen held that even if there is

no change in price before and after assessment (i.e. before and after imposition of duty),
it does not lead to the inevitable conclusion that incidence of duty has not been passed
on to the buyer as such uniformity may be due to various factors. Thus, even if the price
remains the same before and after imposition of duty, the assessdadislaghatesta

he has not passed on the burden of duty to the buyer.

Thus, the refund claim of the manufacturer will not be acceptable.
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As per section 9(1)(a) of the Central Excise Act, 1944, any person who contravenes the
provisions of rules regaydiegistration of a unit (required under section 6 of the Act),
shall be punishable with imprisonment upto seven years and fine (without limit) if the duty
leviable on the excisable goods exceeds Rs.1,00@®0Mprisonment should be

minimum for six mtles unless there are special and adequate reasons for granting
lesser punishmenHoweverf ithe duty leviable on goods is less than Rs.1,00,000,
imprisonment upto three years or fine or both can be imposed.

Under rule 25 of the Central Excise ROi2swh@re any manufacturer or producer
engages in manufacture, production or storage of any excisable goods without having
applied for registration, all such goods shall be liable to confiscation. Moreover, such
manufacturer/producer shall also betdiabjgenalty not exceeding theodusyich

excisable goods orR800, whichever is greater.

Question 2

(a)

P Ltd. manufactute® products namely A and B . A is a specified product under
section 4A of tieentral Excise Act, 1944. The sade pfiproductsA andard3

Rs50 per nit and R80 per unit respectively. The sale prices of both the products
include 14% basic excise duty plus 2% education cess and 1% secondary and higher
education cess. Cergeds tax @ 3% is also includdmbth the selling prices.

1,00,000 units each of the two products were removed from the factory for sale.
Calculate the total excise duty liability of P Ltd. on both the products assuming that 40%

abatement is permissible under section 4A onfproduct (5Marks)
(b) What is the relevant date for claiming refsectiondetB of the Central Excise
Act, 1944? (4 Marky
(c) What are the documents required to be submitted for filing claim of rebate by an
exporter? (4 Mark)
(d) K Ltd. is a manufacturer of glass fibre reinforced plastics, which are used for roofing
sheets and partitioft is manufactured by impregnating plastigiass to give
stiffness andhcrease insulated capacity. Mention the releNanof General
Interpretative Rules , which is applicable here for the classification of the product.
(2 Marks)
Answer
(a) Computation of duty liability in case of product A
Rs.
Retail sale price (Rs.50 x 1,00,000) 50,00,00(
Less 40% abatement 20,00,00C
Assessable value under section 4A 30,00,00(

Excise duty + cess @ 14.42% on Rs.30,00,000 4,32,60C
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Note: Sale price of product A
tax, excise duty and cesses.

is taken as its retail sale price as it includes central sales

Computation of dlighility in case of produBt

Sale price (Rs.30 x 1,00,000)

Less: Central sales tax (Rs.30,00,000 x 3/103)

Price inclusive of excise duty & cess

Excise duty payable (Rs.29,12,621 x 14.42)/114.42

The relevant dates for claiming refund under section 11B of the Central Excise Act, 1944

Rs.
30,00,00(
87,37¢
29,12,62!
3,67,06¢

in different circumstances are given in the following table:

Particulars Relevant date
(i) In case of exports
(a) by sea or air Dat of departure of the ship or air
(b) by land Date on which the goods pasg
frontier
(c) by post Date of despatch of goods by
office
(i) In case ofapds returned to fact Date of entry into factory
for being remade, refined etc.
(iii) In case of goods to whiehderoly Date of entry into the factory
are required to be affixed if rem
for home consumption but nog
required when exported outside
if returned to a factory after hq
been removed from such factol
export out of India
(iv) In caseof eduction of duty in cas( Date of reduction
compounded levy scheme
(v) In case of aepson other than th Date of purchase of the goods by

manufacturer

person

(vi) In case ofrpvisional assessment

Date of adjustment of duty after,
assessment

(vii) In case of a refund arising &
consequence ofidgment, decre
order or direction of Appe
Authority, Tribunal, any court

Date of such judgmedgcree, orde
or direction
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(viii)in case of apds exemptfrom| Date of issue of such order
payment of dutyde a special ord
issued under section 5A(2)

(ix) In any other case Date of payment of duty

Note:Any foucasef relevant datean beagivenin the answer.
An «porter has to submit the following documents faimfilofgebate:

() a request on the letterhead of the exporter containing claim of rebate, A.R.E. 1
numbers and dates, corresponding invoice numbers and dates, amount of rebate on
each A.R.E. 1 and its calculations

(i) original copy tifeA.R.E. 1

(ii) invoice issued under rule 11

(i) self attested copy of shipping bill

(v) selfattested copy of bill of lading

(v) disclaimerectificatéin case where claimant is other than exporter)

In this case, rule 3(b) of the General Interpretative Bpfeg aslithe prodiscta

composite itenRule 3(b) provides that mixtures, composite goods consisting of
different materials or made up of different components, and goods put up in sets for retail
sale should be classified on the basis of materglmrent which gives the product
its essential character.

Thereforesince plastic is the more essentiaintéme produycapplying the test of
essentiality, the produwifi beclassified under plastic items uhdeppropriate
heading of the tfariSame view was expressed in the ddsenaick Industries and
Exports Ltd. v. CCE (2007) 210 ELT 497 (SC)

Question 3

(a)

(b)
(c)

(d)

Briefly explain the provisions of subBubé rule 3 of the CENVAT Credit Rules, 2004
regarding the value of input or cgpdtds, on which CENVAT credit has been taken, is

written off fully, befbegngput to use. (4 Marks)

Discuss briefly the provisions of rule 4(4) of the Central Excise Rules, 2002 regarding
storage of nafutypaid goods outside the factory (4 Mark}

Mention any four important types of bonds with their purpose for useniraler the
excisdaws. (4 Mark}

Write a note on publication of information in respect of certain person in certain cases
under the Ceat Excise Act, 1944. (3Mark}
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Answer
(a) Subrule (5B) of rule 3t CENVAT Credit Rules, 20@4ides thdtthe value of
any,
(i) input, or
(i) capital goods before being put to use,
on which CENVAfedit has been taken is writtefully or where any provision to
write off fully has been made in the books of account, then the manufacturer shall pay an
amount equivalent to the CENVAT credit taken in respect of the said input or capital
goods. However, if the said input or cpgut is subsequently used in the
manufacture of final products, the manufacturer shall be entitled to take the credit of the
amount equivalent to the CENY&It paid earlier subject to the other provisions of
these rules.
(b) As per rule 4(4) of theni€ta Excise Rules, 2002, the storage-aiitpgraid goods
outside the factory can be permitted by the Commissioner of Central Excise subject to
such safeguards as he may specify. Such storage outside the factory premises is
permissible in exceptioimr@umstances having regard to the nature of the goods and
shortage of storage space in the factory.
(c) Bond is a collateral security andrigege is to secure compliance with the rules and
procedures laid down under the excise law. The typgoseaf fhe bonds are
given below.
Type obond Purpose
B -1 Surety/Security Export of goods without payment of
(Rule 19)
B- 2 Surety/Security Provisional Assessment
B-3 Despatch of excisable goods removt
rewarehousing and export tharefithou
payment of duty
B-11 Provisional release of seized goods
B 17Surety/Security Composite bond of 100% EOUS/EF
assessment, export, accounting and di
of excisable goods obtained free of dut
Note:Any four types of bonds cagiveain the answer.
(d) Section 37E of the Central Excise Act, 1944 provite€ehatl Government may

publish the name asttierparticulars of any person relating to any proceeding under

the central excise Janvsuch manner as it thinki§ ifiits opinion it is in public interest

to do so.Howeverhe publication in relation to any penalty can be made only after the
time for presenting an appeal to the Commissioner (Appeals) or the Appellate Tribunal
expires without an appeal being presethedappeal, if presented, gets disposed of.






