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ARTICLE : Exemption Notification No. 22/2003 :
Goods supplied from DTA to 100% EOU are exempt from excise duty subject to the conditions , being fulfilled by 100% EOU.

IS IT MANDATORY TO CLAIM THE EXEMPTION NOTIFICATION ???
If conditions of exemption are not fulfilled , then it is becomes OPTONAL .
Case 1. IF CONDITIONS FULFILLED  :
AN 100% EOU is engaged in manufacturing of article X and inputs are purchased from unit A LTD, being in DTA. IF DTA during transfer of goods to an EOU fulfilling the conditions of above notification then no duty is charged on goods bought by EOU and it is Mandatory to claim 100% Exemption in this case as per Sec - 5A CEA,1944.
The Cenvat credit on the  said transaction of A LTD is being unutilised .
As The recent Amendment in Rule 5 denies the refund available to local manufacturer for sale made to 100 % EOU. This denial of refund will increase the cost of inputs for 100% EOU as the local manufacture will not be able to claim of refund of cenvat credit for sales made to 100% EOU  . This will also defy the government initiative of MAKE IN INDIA project
ILLUSTRATION :
DTA	Goods tfr.	 EOU		EXPORT
VALUE=100 + 5 (unutilised CCR,being part of cost) VALUE=155(105 +50 VA)
DUTY=nil (being EN 22/2003)                                     DUTY=NIL( export the goods not the taxes)
Duty payable =NIL ( No ccr utilised )                        Duty payable=nil
                                                                                      

Case 2. IF CONDITIONS NOT FULFILLED:
AN EOU is engaged in manufacturing of article X and inputs are purchased from unit A LTD, being in DTA. IF DTA during transfer of goods to an EOU Not fulfilling the conditions of above notification then duty is to be charged on goods bought by EOU as normal. In this case unit A LTD charged the duty on EOU and utilised the cenvat credit also . EOU can book the duty charged on it by A LTD as credit and avail the refund  under rule 5 being the real Export .
ILLUSTRATION:




DTA	Goods tfr.	 EOU		EXPORT
VALUE=100                                                                     VALUE=150(100 +50 VA)
DUTY=10                                                                         DUTY=NIL( export the goods not the taxes)
Duty payable =10-5 (ccr utilised on i/p)                    Duty payable=nil
                         =5                                                            Refund U/R  5 = 10






                                                                              THANK YOU!!!
