 
The Central Excise (No. 2) Rules, 2001
 
1. 1.       Short title, extent and commencement.- (1) These rules may be called the Central Excise (No. 2) Rules, 2001. 
            (2)    They extend to the whole of India. 
            (3)    They shall come into force on the 1st day of July, 2001. 
1. 2.       Definitions.- In these rules, unless the context otherwise requires, – 
	(a) 
	"Act" means the Central Excise Act, 1944 ( 1 of 1944);

	(b)
	"assessment" includes self-assessment of duty made by the assessee and provisional assessment under rule7;

	(c)
	"assessee" means any person who is liable for payment of duty assessed or a producer or manufacturer of excisable goods or a registered person of a private warehouse in which excisable goods are stored and includes an authorized agent of such person; 

	(d)
	"Board" means the Central Board of Excise and Customs constituted under the Central Board of Revenue Act, 1963 (54 of 1963); 

	(e)
	"duty" means the duty payable under section 3 of the Act; 

	(f)
	"notification" means the notification published in the Official Gazette; 

	(g)
	"proper form" means the appropriate form as may be notified by the Board; 

	(h)
	"warehouse" means any place or premises registered under rule 9; and 

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


1. 3.       Appointment and jurisdiction of Central Excise Officers.- (1)    The Board may, by notification, appoint such person as it thinks fit to be Central Excise Officer or to exercise all or any of the powers conferred by these rules, on such officer.

(2)    The Board may, by notification, specify the jurisdiction of a Chief Commissioner of Central Excise, Commissioner of Central Excise or Commissioner of Central Excise (Appeals) for the purposes of the Act and the rules made thereunder.

(3)    Any Central Excise Officer may exercise the powers and discharge the duties conferred or imposed under the Act or these rules on any other Central Excise Officer who is subordinate to him.
1. 4.       Duty payable on removal.- (1) Every person who produces or manufactures any excisable goods, or who stores such goods in a warehouse, shall pay the duty leviable on such goods in the manner provided in rule 8 or under any other law, and no excisable goods, on which any duty is payable, shall be removed without payment of duty from any place, where they are produced or manufactured, or from a warehouse, unless otherwise provided: 
Provided that the goods falling under Chapter 62 of the First Schedule to Central Excise Tariff Act, 1985 (5 of 1986) produced or manufactured by a job worker may be removed without payment of duty leviable thereon and the duty of excise leviable on such goods shall be paid by the person referred to in sub-rule (3), as if such goods have been produced or manufactured by him, on the date of removal of such goods from his premises registered under rule 9:
 
Explanation.- It is hereby clarified that where such person has authorised the job worker to pay the duty leviable on such goods under sub-rule (3), such duty shall be paid by the job worker on the date of removal of such goods from his registered premises.
 
(2)     Notwithstanding anything contained in sub-rule (1), where molasses are produced in a khandsari sugar factory, the person who procures such molasses, whether directly from such factory or otherwise, for use in the manufacture of any commodity, whether or not excisable, shall pay the duty leviable on such molasses, in the same manner as if such molasses have been produced by the procurer.
 
(3)     Notwithstanding anything contained in sub-rule (1), every person who gets the goods, falling under Chapter 62 of the First Schedule to he Central Excise Tariff Act, 1985 (5 of 1986), produced or manufactured on his account on job work, shall pay the duty leviable on such goods, at such time and in such manner as may be specified under these rules, whether the payment of such duty be secured by bond or otherwise, as if such goods have been manufactured by such person:
 
Provided that such person may authorise the job worker to pay the duty leviable on such goods on his behalf and the job worker so authorised undertakes to discharge all liabilities and comply with all the provisions of these rules.
 
Explanation I.- For the purposes of this sub-rule, the expression "job worker" shall be deemed to mean the person who undertakes the process or processes that brings into existence the finished goods, complete in all respects, falling under Chapter 62 of the said First Schedule, in his factory. For the removal of doubt, it is further clarified that the job-worker may also get part of the processing required for the manufacture of the said goods done by another person but should bring back the same for the completion of the manufacturing process in his factory.
 
Explanation II.- For the purposes of this rule, excisable goods manufactured in a factory and utilised, as such or after subjecting to any process, for the manufacture of any other commodity, in such factory shall be deemed to have been removed from such factory immediately before such utilisation.
1. 5.       Date for determination of duty and tariff valuation.- (1) The rate of duty or tariff value applicable to any excisable goods , other than khandsari molasses, shall be the rate or value in force on the date when such goods are removed from a factory or a warehouse, as the case may be. 
(2) The rate of duty in the case of khandsari molasses, shall be the rate in force on the date of receipt of such molasses in the factory of the procurer of such molasses.
 
Explanation.- If any excisable goods are used within the factory, ‘the date of removal of such goods’ shall mean the date on which the goods are issued for such use.
 
(3) The rate of duty in the case of goods falling under Chapter 62 of the First Schedule to the Central Excise Tariff Act, 1985 (5 of 1986), produced or manufactured on job work, shall be the rate in force on the date of removal of such goods by the person referred to in sub-rule (3) of rule 4 from his premises registered under rule 9.
1. 6.       Assessment of duty.- The assessee shall himself assess the duty payable on any excisable goods: 
Provided that in case of cigarettes, the Superintendent or Inspector of Central Excise shall assess the duty payable before removal by the assessee.
1. 7.       Provisional assessment.- (1) Where the assessee is unable to determine the value of excisable goods or determine the rate of duty applicable thereto, he may request the Assistant Commissioner of Central Excise or the Deputy Commissioner of Central Excise, as the case may be, in writing giving reasons for payment of duty on provisional basis and the Assistant Commissioner of Central Excise or the Deputy Commissioner of Central Excise, as the case may be, may order allowing payment of duty on provisional basis at such rate or on such value as may be specified by him. 
(2)     The payment of duty on provisional basis may be allowed, if the assessee executes a bond in proper form with such surety or security in such amount as the Assistant Commissioner of Central Excise or the Deputy Commissioner of Central Excise, as the case may be, deem fit, binding the assessee for payment of difference between the amount of duty as may be finally assessed and the amount of duty provisionally assessed.
 
(3)     The Assistant Commissioner of Central Excise or the Deputy Commissioner of Central Excise, as the case may be, shall pass order for final assessment, as soon as may be, after the relevant information, as may be required for finalizing the assessment, is available, but within a period not exceeding six months from the date of the communication of the order issued under sub-rule (1):
 
Provided that the period specified in this sub-rule may, on sufficient cause being shown and the reasons to be recorded in writing, be extended by the Commissioner of Central Excise for a further period not exceeding six months and by the Chief Commissioner of Central Excise for such further period as he may deem fit.
(4)     The assessee shall be liable to pay interest on any amount payable to Central Government, consequent to order for final assessment under sub-rule (3), at the rate of twenty four percent per annum from the first day of the month succeeding the month for which such amount is determined, till the date of payment thereof.
(5)     Where the assessee is entitled to a refund consequent to order for final assessment under sub-rule (3), subject to sub-rule (6) there shall be paid an interest on such refund at the rate of fifteen percent per annum from the first day of the month succeeding the month for which such refund is determined, till the date of refund.
(6)     Any amount of refund determined under sub-rule (3) shall be credited to the Consumer Welfare Fund:
 
Provided the amount of refund, instead of being credited to the Fund, be paid to the applicant, if such amount is relatable to-
        
	(a)
	the duty of excise paid by the manufacturer, if he had not passed on the incidence of such duty to any other person, or

	(b)
	the duty of excise borne by the buyer, if he had not passed on the incidence of such duty to any other person.


     
1. 8.       Manner of payment.- (1) The duty on the goods removed from the factory or the warehouse during the first fortnight of the month shall be paid by the 20th of that month and the duty on the goods removed from the factory or the warehouse during the second fortnight of the month shall be paid by the 5th of the following month: 
Provided that in the case of goods removed during the second fortnight of the month of March, the duty shall be paid by 31st day of March:
Provided further that where an assessee is availing of the exemption under a notification based on the value of clearances in a financial year, the duty on goods cleared during a calendar month shall be paid by the 15th day of the following month.
 
Explanation.- For removal of doubts, it is hereby clarified that the duty liability shall be deemed to have been discharged only if the amount payable is credited to the account of the Central Government by the specified date.
 
(2)         The duty of excise shall be deemed to have been paid for the purpose of these rules on the excisable goods removed in the manner provided under sub-rule (1) and the credit of such duty allowed, as provided by or under any rule.
 
(3)         If the assessee fails to pay the amount of duty by due date, he shall be liable to pay the outstanding amount alongwith interest at the rate of twenty four per cent. per annum on the outstanding amount, for the period starting with the first day after due date till the date of actual payment of the outstanding amount.
 
(4)         If the assessee defaults,-
 
    
	(i)
	in payment of any one installment and the same is discharged beyond a period of thirty days from the date on which the installment was due in a financial year, or

	(ii)
	in payment of installment by the due date for the third time in a financial year, whether in succession or otherwise,


 
then, the assessee shall forefeit the facility to pay the dues in instalments under this rule for a period of two months, starting from the date of communication of the order passed by the Assistant Commissioner of Central Excise or the Deputy Commissioner of Central Excise, as the case may be, in this regard or till such date on which all dues are paid, whichever is later, and during this period the assessee shall be required to pay excise duty for each consignment by debit to the account current and in the event of any failure, it shall be deemed that such goods have been cleared without payment of duty and the consequences and penalties as provided in these rules shall follow.
1. 9.       Registration.-         (1) Every person, who produces, manufactures, carries on trade, holds private store-room or warehouse or otherwise uses excisable goods, shall get registered: 
Provided that a registration obtained under rule 174 of the Central Excise Rules, 1944 shall be deemed to be as valid as the registration made under this sub-rule for the purpose of these rules.
 
(2)         The Board, may, by notification, and subject to such conditions or limitations as may be specified in such notification, specify person or class of persons who may not require such registration.
 
(3)         The registration under sub-rule (1) shall be subject to such conditions, safeguards and procedure as may be notified by the Board.
1. 10.   Daily stock account.- (1) 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. 
(2)         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.
 
(3)         All such records shall be preserved for a period of five years immediately after the financial year to which such records pertain.
1. 11.   Goods to be removed on invoice.-    (1)        No excisable goods shall be removed from a factory or a warehouse except under an invoice signed by the owner of the factory or his authorized agent and in the case of cigarettes, each such invoice shall also be countersigned by the Inspector of Central Excise or the Superintendent of Central Excise before the cigarettes are removed from the factory. 
(2)         The invoice shall be serially numbered and shall contain the registration number, description, classification, time and date of removal, rate of duty, quantity and value, of goods and the duty payable thereon.
 
(3)         The invoice shall be prepared in triplicate in the following manner, namely:-
 
    
	(i)
	the original copy being marked as ORIGINAL FOR BUYER;

	(ii)
	the duplicate copy being marked as DUPLICATE FOR TRANSPORTER;

	(iii)
	the triplicate copy being marked as TRIPLICATE FOR ASSESSEE.


 
(4)         Only one copy of invoice book shall be in use at a time, unless otherwise allowed by the Assistant Commissioner of Central Excise, or the Deputy Commissioner of Central Excise, as the case may be, in the special facts and circumstances of each case.
 
(5)         The owner or working partner or Managing Director or Company Secretary shall authenticate each foil of the invoice book, before being brought into use.
 
(6)         Before making use of the invoice book, the serial numbers of the same shall be intimated to the Superintendent of Central Excise having jurisdiction.
1. 12.   Filing of return.- Every assessee shall submit to the Superintendent of Central Excise a monthly return in proper form, 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 proper form, of production and removal of goods and other relevant particulars, within twenty days after the close of the quarter to which the return relates.
1. 13.   Duty on matches.-         The duty on matches shall be paid by affixing to each box or booklet a Government Central Excise Stamp of a value appropriate to the rate of duty, and where such boxes or booklets are issued in packages, each package shall be reckoned by the manufacturer as his minimum unit of distribution and shall bear the manufacturer’s trade label and a mark clearly showing the class of matches contained in the package.
1. 14.   Procedure for procurement of central excise stamps and maintenance of records for production and removal of matches.- The Board may, by notification, specify the procedure for procurement, accounting and disposal of Central Excise Stamps and matters pertaining to production, storage, control, removal and payment of duty on matches.
1. 15.   Special procedure for payment of duty.-     (1) The Central Government may, by notification, specify the goods in respect of which an assessee shall have the option to pay the duty of excise on the basis of such factors as may be relevant to production of such goods and at such rate as may be notified for this purpose, subject to such limitations and conditions, including those relating to interest or penalty, as may be specified in such notification. 
(2)         The Central Government may also specify by notification the manner of making an application for availing of the special procedure for payment of duty, the abatement, if any, that may be allowed on account of closure of a factory during any period, and any other matter incidental thereto.
 
1. 16.   Credit of duty on goods returned to the factory.-    (1)    Where any goods on which duty has been paid at the time of removal thereof are subsequently returned to the factory for being re-made, refined, re-conditioned or for any other reason, the assessee shall state the particulars of such return in his records and shall be entitled to have CENVAT credit of the duty paid as if such goods are received as inputs under the CENVAT Credit Rules, 2001 and utilise this credit according to the said rules. 
(2) If the process to which the goods are subjected before returning does not amount to manufacture, the manufacturer shall pay an amount equal to the CENVAT credit taken under sub-rule (1) and in any other case the manufacturer shall pay duty on goods returned under sub-rule (1) at the rate applicable on the date of removal and on the value determined under sub-section (2) of section 3 or section 4 or section 4A of the Act, as the case may be.
(3)       If there is any difficulty in following the provisions of sub-rule (1) and sub-rule (2), the assessee may receive the goods for being re-made, refined, re-conditioned or for any other reason and may remove the goods subsequently subject to such conditions as may be specified by the Commissioner. 
1. 17.   Removal of goods by a unit in the Free Trade Zone or by a Hundred per cent. Export-Oriented undertaking or by a unit in the Special Economic Zone for Domestic Tariff Area.- (1)        Where any goods are removed from a unit in a Free Trade Zone or a hundred per cent. export-oriented unit or a unit in the Special Economic Zone, to domestic tariff area, such removal shall be made under an invoice by following the procedure specified in rule 11, and on payment of appropriate duty before removal of goods by debiting the account current required to be maintained for this purpose. 
(2) The unit shall maintain in proper form appropriate account relating to production, description of goods, quantity removed, duty paid and each removal shall be made on an invoice.
 
Form AC-1 (Rules 17(2)
 
(3) The unit shall submit a monthly return to the Superintendent of Central Excise, within ten days from the close of the month to which the return relates, in respect of the goods removed to domestic tariff area in such form as may be notified by the Board for this purpose.
 
1. 18.   Rebate of duty.- Where any goods are exported, the Central Government may, by notification, grant rebate of duty paid on such excisable goods or duty paid on materials used in the manufacture or processing of such goods and the rebate shall be subject to such conditions or limitations, if any, and fulfillment of such procedure, as may be specified in the notification. 
Explanation.- "Export" includes goods shipped as provision or stores for use on board a ship proceeding to a foreign port or supplied to a foreign going aircraft.
1. 19.   Export without payment of duty .- (1) Any excisable goods may be exported without payment of duty from a factory of the producer or the manufacturer or the warehouse or any other premises, as may be approved by the Commissioner. 
(2)         Any material may be removed without payment of duty from a factory of the producer or the manufacturer or the warehouse or any other premises, for use in the manufacture or processing of goods which are exported, as may be approved by the Commissioner.
 
(3)         The export under sub-rule (1) or sub-rule (2) shall be subject to such conditions, safeguards and procedure as may be notified by the Board.
1. 20.   Warehousing provisions.- (1) The Central Government may by notification, extend the facility of removal of any excisable goods from the factory of production to a warehouse, or from one warehouse to another warehouse without payment of duty. 
(2)         The facility under sub-rule (1) shall be available subject to such conditions (including penalty and interest), limitations (including limitation with respect to the period for which the goods may remain in the warehouse) and safeguards and procedure (including in the matters relating to dispatch, movement, receipt, accountal and disposal of such goods) as may be specified by the Board in this behalf.
 
(3)         The responsibility for payment of duty on the goods that are removed from the factory of production to a warehouse or from one warehouse to another warehouse shall be upon the consignee.
 
(4)         If the goods dispatched for warehousing or re-warehousing are not received in the warehouse, the responsibility for payment of duty shall be upon the consignor.
1. 21.   Remission of duty.- Where it is shown to the satisfaction of the Commissioner that goods have been lost or destroyed by natural causes or by unavoidable accident or are claimed by the manufacturer as unfit for consumption or for marketing, at any time before removal, he may remit the duty payable on such goods, subject to such conditions as may be imposed by him by order in writing: 
Provided that where such duty does not exceed one thousand rupees, the provisions of this rule shall have effect as if for the expression "Commissioner" , the expression " Superintendent of Central Excise" has been substituted:
 
Provided further that where such duty exceeds one thousand rupees but does not exceed two thousand five hundred rupees, the provisions of this rule shall have effect as if for the expression "Commissioner" , the expression " Assistant Commissioner of Central Excise or the Deputy Commissioner of Central Excise, as the case may be," has been substituted:
 
Provided further that where such duty exceeds two thousand five hundred rupees but does not exceed five thousand rupees, the provisions of this rule shall have effect as if for the expression "Commissioner", the expression " Joint Commissioner of Central Excise or Additional Commissioner of Central Excise, as the case may be, " has been substituted.
1. 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 Income-tax Act, 1961 ( 43 of 1961),


 
for the scrutiny of the officer or audit party, as the case may be.
1. 23.   Power to stop and search .-         Any Central Excise Officer, may search any conveyance carrying excisable goods in respect of which he has reason to believe that the goods are being carried with the intention of evading duty.
1. 24.   Power to detain goods or seize the goods.- If a Central Excise Officer, has reason to believe that any goods, which are liable to excise duty but no duty has been paid thereon or the said goods were removed with the intention of evading the duty payable thereon, the Central Excise Officer may detain or seize such goods.
1. 25.   Confiscation and penalty.-         (1) Subject to the provisions of section 11 AC of the Act, if any producer, manufacturer, registered person of a warehouse or a registered dealer, — 
(a) removes any excisable goods in contravention of any of the provisions of these rules or the notifications issued under these rules; or
(b) does not account for any excisable goods produced or manufactured or stored by him; or
(c) engages in the manufacture, production or storage of any excisable goods without having applied for the registration certificate required under section 6 of the Act; or
(d) contravenes any of the provisions of these rules or the notifications issued under these rules with intent to evade payment of duty,-
then, all such goods shall be liable to confiscation and the producer or manufacturer or registered person of the warehouse or a registered dealer , as the case may be, shall be liable to a penalty not exceeding the duty on the excisable goods in respect of which any contravention of the nature referred to in clause (a) or clause (b) or clause (c) or clause (d) has been committed, or rupees ten thousand, whichever is greater.
 
(2)         An order under sub-rule (1) shall be issued by the Central Excise Officer, following the principles of natural justice.
1. 26.   Penalty for certain offences.-         Any person who acquires possession of, or is in any way concerned in transporting, removing, depositing, keeping, concealing, selling or purchasing, or in any other manner deals with, any excisable goods which he knows or has reason to believe are liable to confiscation under the Act or these rules, shall be liable to a penalty not exceeding the duty on such goods or rupees ten thousand, whichever is greater.
1. 27.   General penalty.-         A breach of these rules shall, where no other penalty is provided herein or in the Act, be punishable with a penalty which may extend to five thousand rupees and with confiscation of the goods in respect of which the offence is committed.
1. 28.   On confiscation, property to vest in the Central Government.- (1) When any goods are confiscated under these rules, such thing shall thereupon vest in the Central Government .
(2)         The Central Excise Officer adjudging confiscation shall take and hold possession of the things confiscated, and every Officer of Police, on the requisition of such Central Excise Officer, shall assist him in taking and holding such possession.
1. 29.   Disposal of goods confiscated.- Goods of which confiscation has been adjudged and in respect of which the option of paying a fine in lieu of confiscation has not been exercised, shall be sold, destroyed or otherwise disposed of in such manner as the Commissioner may direct.
1. 30.   Storage charges in respect of goods confiscated and redeemed.- If the owner of the goods, the confiscation of which has been adjudged, exercises his option to pay fine in lieu of confiscation, he may be required to pay such storage charges as may be determined by the adjudicating officer.
1. 31.   Power to issue supplementary instructions.- (1) The Board or the Chief Commissioner or the Commissioner, may issue written instructions providing for any incidental or supplemental matters, consistent with the provisions of the Act and these rules.
1. 32.   Transitional provisions.- Any circulars, instructions, standing orders, trade notices or other orders issued under the Central Excise Rules, 1944 by the Board, the Chief Commissioner or the Commissioner of Central Excise, and in force as on 30th June, 2001, shall, to the extent they are relevant and consistent with these rules, be deemed to be valid and issued under the corresponding provisions of these rules.
1. 33.   Rescinding of rules.- The Central Excise Rules, 2001 is hereby rescinded.


VAT -- Value-Added Tax -- is the biggest tax reform in the last 50 years of independent India and will change forever the way traders do their business. 
But do you understand VAT? Don't you need advice on the new VAT laws and how they affect your business? No need to worry, help is at hand. 
Kul Bhushan, a newspaper editor -- with over 30 years of experience -- who specialises in presenting complicated economic and business issues in simple, reader-friendly language, has come up with a book -- How To Deal With VAT -- which addresses all the questions you may have about this tax.  The book has a foreword by Finance Minister P Chidambaram [ Images ]. 
Here's an extract from the book explaining how VAT works. 

Some VAT registered traders may overcharge their customers because they do not understand the correct workings of VAT on prices or are deliberately using VAT as an excuse for increasing prices. 
A trader registered for VAT effectively pays VAT only at one stage when he sells his goods. 
This tax is the only amount, which has an effect on his selling price which includes VAT. The VAT that he has paid as a part of his purchase price is charged on him by his suppliers. 
This is not a cost to him because he gets it back by deducting it from tax on his sales (Output Tax). Therefore, VAT should have a minimum impact on his selling prices. 
If you supply designed goods and your annual 'taxable turnover' is more than Rs 5 lakh, you become a taxable person and must register for VAT. 
Your taxable turnover is the total value of all taxable supplies (including 'zero-rated supplies') made in India or imported into India while increasing your business. 'Exempt supplies' do not count towards your taxable turnover. Both 'zero-rated supplies' and 'Exempt supplies' are listed in the VAT Schedules. 
If you supply Vatable goods, the 'taxable turnover' that must be taken into account is the combined turnover of both these activities. 
If you are a Vatable person, you must charge VAT whenever you make a taxable supply. The supply is your output and the tax you charge is your Output Tax. Similarly, the purchase is your input and the tax you pay is the Input Tax. 
VAT Returns 
VAT Returns are filed every month or every quarter depending on the amount of VAT you pay. The normal rule is that if you pay less than Rs 15,000 for VAT every month, a VAT Return is to be filed every quarter. 
It is all at the discretion of the VAT officer. At monthly or quarterly intervals on your VAT Return, you should subtract your Input Tax (attributable to taxable supplies only) from your Output Tax and pay the difference to the VAT Commissioner. 
If your Input Tax is greater than your Output Tax you can carry over the difference as a credit to your next VAT Return. In certain circumstances, the Commissioner may pay you any excess if he is satisfied that suchan excess is a regular feature of your business. 
Issuing Tax Bills and Invoices 
According to VAT law, you cannot sell any goods without a sales document. This document can be a small cash memo or a cash sale or a bill for cash transactions issued at, or before, the time when the cash is received. 
The prices mentioned on these sale documents should include VAT and the words 'Price includes VAT' must be printed on them. These documents are suitable for retailers such as grocers and chemists. 
You must give the original to the customer and keep a duplicate. At the end of each business day, you can total the cash sales and enter it in your Sales Ledger. 
For selling on credit, you are required to provide the purchaser with a tax invoice at the time of supply in respect of that supply. When you receive a deposit as advance payment for a booking, a tax invoice should be issued at the time such deposit is received. 
All tax invoices should be serially numbered and issued in serial number order. They must include the following information: 
· Your name, address, TIN. 
· Serial number of the invoice 
· Date of the invoice 
· Date of the supply, if different from invoice date 
· Name and address of the person to whom the supply was (will be) made 
· Description, quantity and price of the goods and services being supplied or to be supplied (in case of deposit) 
· Rate and amount of VAT charged on each of these goods and services 
· Details of whether the supply is a cash or credit sale 
· Details of cash or other discounts, if any, that apply to the supply 
· The total value of the supply and total amount of VAT charged 
· Number of the vehicle transporting these goods, if applicable 
· The customer's PAN must be shown if the sale is over Rs 50,000. 
However, if you are a retailer or you are primarily supplying taxable goods to unregistered persons, you will be required to issue a simplified tax invoice. 
Simplified Tax Invoices 
All simplified tax invoices shall be serially numbered and shall be issued in the order of the serial number. They must include the following information: 
· Your name, address and TIN 
· Serial number of the invoice 
· Date of the invoice 
· Brief description of the goods and services supplied. 
· Total amount charged to the customer including VAT and 
· A clear statement that the price includes VAT. 
Value for Tax 
The value for tax of a supply is the consideration or money paid. Consideration for a supply includes payment in money and / or in kind for the supply. The value for tax will be: 
The full money value paid for the supply where consideration is wholly an amount of money, i.e., the value less any discounts allowed. Instalment payment do not affect the tax value or the point. Tax is due in full at the time of supply on the full (net) value of the article in question. 
Open market value of the goods in question where consideration is not wholly an amount of money. This is the price, excluding VAT, which customers ordinarily have to pay for a supply if money was the only consideration. 
Value for duty plus the duty -- for imported goods at the time gods – cleared for use into the country or at the time of removal from warehouse. 
Financial charges incurred by a person who purchases taxable goods on hire purchase business are excluded from the taxable value. 
Similarly, interest incurred from late payment of the price of a taxable supply of goods is excluded from taxable value. 
How VAT is Misused 
Let us take two examples to understand the working of VAT. 
Example A shows the pricing structure of a trader who uses VAT as an excuse for overcharging his customers. 
Example B shows the pricing structure of a trader who does not use VAT as a tool for price escalation. For both examples, the relative data is: 
· Basic purchase of goods: Rs 10,000 
· 12.5 per cent VAT of the basic purchase price: Rs 1,250 
· Overheads related to the goods: Rs 100 
· Profit margin 20 per cent. 
  
	Example A 
	(Rs)

	Basic purchase price
	10,000

	Add 12.5 per cent VAT
	1,250

	VAT inclusive purchase price
	11,250

	Add overheads
	100

	Total
	11,350

	Add 20 per cent profit margin
	2,270

	Basic selling price
	13,620

	Add 12.5 per cent VAT
	1,703

	VAT inclusive selling price
	15,323


   
	Example B 
	(Rs)

	Basic purchase price
	10,000

	Add 12.5 per cent VAT
	1,250

	VAT inclusive purchase price
	11,250

	Less VAT input
	1,250

	VAT free purchase price
	10,000

	Add overheads
	100

	Total
	10,100

	Add 20 per cent profit margin
	2,020

	Total
	12,120

	Basic selling price
	13,620

	Add 12.5 per cent VAT
	1,515

	VAT inclusive selling price
	13,635


The VAT of 12.5% is charged on the 'Total'. Thus the VAT inclusive selling price will be 'Total' + 'VAT.'
You will note that in Example A, the trader has overcharged his customer to the extent of Rs 1,688. Thus a trader is advised to adopt Example B as a guideline and nt overcharge the consumer. If he does, he will lose his customers before long. 
VAT Account 
You are required to maintain a VAT account as part of your records. This should have details of your Output Tax, Input Tax and under or over declaration in the previous VAT accounting period(s). 
A specimen of such a VAT account is given below. 
VAT Accounting for Filing VAT Return for April to June 2005 
 
	Purchases (in Rs )

	Period
	Purchases
	Input VAT paid Total
	Total

	April-June
	100,000.00
	12,500.00
	112,500.00


  
	Sales (in Rs )

	Period
	Purchases
	Input VAT paid Total
	Total

	April-June
	120,000.00
	15,000.00
	135,000.00



Hence, VAT to be paid is Output VAT less Input VAT or Rs 15,000 – 12,5000 = 2,500. 
VAT Accounting with Opening Stock for April to June 2005
(As per the guidelines of VAT White Paper of 17 January 2005.) 
  
	Opening Stock on 1 April 2005
	Rs 500,000

	Less Tax Free Stock
	Rs 300,000

	Balance
	Rs 200,000

	Sales Tax @ 10% paid before VAT
	Rs 20,000



This credit of Rs 20,000 has to be carried forward in VAT account shown below.
  
	Purchases (in Rs )

	Period
	Purchases
	ST paid
	Input VAT paid

	Opening stock
	500,000.00
	20,000.00
	--

	April-June
	100,000.00
	--
	12,500.00



	Sales (in Rs )

	Period
	Sales
	Input VAT paid
	Total

	Opening stock
	120,000.00
	15,000.00
	135,000.00



Hence, the credit of Sales Tax paid on opening stock (Rs 20,000) can be claimed in addition to Input Tax payable for VAT of 12,500. 
This means the total tax paid (Sales Tax + VAT) will be Rs 20,000 + 12,500 = Rs 32,500. 
In filing the VAT Return, the VAT payable is Rs 15,000 as per sales record. 
This has to be deducted from the total tax paid of Rs 32,500, leaving a balance of Rs.17,500 to be claimed in the next VAT Return. 
VAT Accounting For Inter-State Supplies and Taxes 
Raw materials supplier in Mumbai [ Images ] sells to manufacturer in Delhi [ Images ].
  
	Delhi manufacturer
	Rs

	Cost Price
	10,000

	Central Sales Tax @ 4%
	400

	Total Cost
	10,400



Delhi manufacturer cannot claim central Sales Tax @4% of Rs 400 against Form C. hence his cost price will increase by Rs 400. 
  
	 
	Rs

	Manufacturer's Cost Price
	10,400

	Value Added
	2,000

	Selling Price
	12,400

	VAT
	1,550

	Cost
	13,950



Manufacturer pays VAT of Rs 1,550.00. 
  
	 
	Rs

	Wholesaler's Cost Price
	12,400

	Value Added
	2,000

	Selling Price
	14,400

	VAT @ 12.5%
	1,800



Wholesaler pays VAT of Rs 250. This is arrived at by deducting Rs 1,550 that he paid to manufacturer from Rs 1,800 that he collected brown i.e., 1,800.00 – 1,550.00 = 250.00.
  
	 
	Rs

	Retailer's Cost Price
	14,400

	Value Added
	2,000

	Selling Price
	16,400

	VAT @ 12.5%
	2,050



Retailer pays VAT of Rs 250. This is arrived at by deducting Rs 1,800 that he paid to manufacturer from Rs 2,050.00 that he collected, i.e., Rs 2,050-1,800 = 250. 
  
	 
	Rs

	Customer Price
	16,400

	VAT @ 12.5%
	2,050

	Price with VAT
	18,450



Cross Checking 
Total VAT paid will be Rs 1,550 (Manufacturer) + 250 (Wholesaler) + 250 (Retailer) = Rs 2,050. 
· * If the trader's turnover is between Rs 5 and Rs 50 lakh and he decides to pay one per cent Composition Tax instead of VAT, he cannot claim credit for the VAT paid by him. So this amount has to be added to his cost and his goods become more expensive as compared to a trader with a turnover of between Rs 5 and Rs 50 lakh who has registered to pay VAT. Thus more traders are encouraged to register for VAT. 
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Education

ICWA Student Section 
[bookmark: intro]Introduction 
[bookmark: Eligibility]The Cost and Management Accountants facilitate strategic management decision in respect of economic activities of an organization by their sheer expertise. Study of Cost & Management Accountancy provides in depth knowledge and perspective to manage business under given circumstances. This is a field which provides satisfaction in terms of position as well as remuneration for successful candidates.

The Institute of Cost and Works Accountants Of India, the only professional body specialized in the field of Cost and Management Accountancy in India aims at imparting coaching and training in the subject of Cost & Management Accountancy. It was established by an Act of Parliament in the year 1959, though the same was in existence as a company since 1944. The Institute has four Regional councils in the Metro cities.

Course : The course is divided into Intermediate and Final with eight papers each. Both has two Stages with 4 papers each. According to the revised syllabus, along with the 8 papers in the Intermediate, two group discussions, two seminars and also computer Hours(50) has been included. 

After one clears all the eight papers in the Intermediate, one can go in for the final. In the final along with the 8 papers; Dissertation (5000 words), Computer (100 hours ), Modular training (15 days ),Audit / Industrial training (6 months) is included.

10+2 candidates has to complete the Foundation Course of the institute to join the Intermediate course.

Eligibility: Candidates with 10+2 qualification can join the Institute's Intermediate course after qualifying the Foundation Course examination of the Institute. Students awaiting result of 10+2 examination may be permitted to appear in the Foundation Course examination. Similarly students awaiting result of Graduation examination may also avail the facility of provisional registration. Direct Registration without appearing for the Foundation course is open to Graduates of any discipline.

Examination: Examinations held twice in a year during the month of June and December and are conducted at various centers of the country and also at three Overseas Centres Dubai, Sultanate of Oman and Botswana for overseas students.

For further details incumbent may obtain a copy of the Prospectus of the Institute, which costs Rs. 100/- and is available from the Institutes headquarters at 12, Sudder Street, Kolkata 700 016, or from its four Regional Councils.
	[bookmark: subject]Subjects covered & Fee Structure 
[bookmark: coaching][bookmark: fee][bookmark: fees]Foundation Course:- 

1. Organisation and Management Fundamentals 
2. Financial Accounting Fundamentals 
3. Economics and Business Fundamentals 
4. Business Mathematics and Statistics Fundamentals 

Intermediate Course: (Stage I) 

5. Cost and Management Accounting 
6. Information Systems and Technology 
7. Business Laws and Communication Skill 
8. Business Taxation 

Intermediate Course: (Stage II) 

9. Management Accounting Performance Management 
10. Advanced Financial Accounting 
11. Auditing 
12. Quantitative Methods 

Final Course: (Stage III) 

13. Operations and Project Management & Control 
14. Advanced Financial Management and International Finance 
15. Strategic Management and Marketing 
16. Strategic Tax Management 

Final Course: (Stage IV) 

17. Management Accounting Decision Making 
18. Management Accounting Financial Strategy and Reporting 
19. Cost Audit and Management Audit 
20. Valuations Management and Case Study 

Coaching & Training: - The Institute offers two types of tuition Postal through its four Regional Councils situated in four metropolises Mumbai, New Delhi, Chennai and Kolkata and Oral through its more than 106 affiliated Oral Coaching Centres spread all over the country. With a view to bridge the gap between theoretical knowledge and to emphasis practical orientation training requirements for ICWAI students have been presented as given below:- 

Intermediate 

1.Group Discussions - 2 nos. 
2.Business Communication Seminars 2 nos. 
3.Computers hands on 50 hours 

Final 

1.Dissertation 5000 words. 
2.Computer Hands on 100 hours 
3.Modular training 15 days 
4.Audit / Industrial training 6 months 

Fee Structure 
The fee structure of the Institute is given below: Registration Fee:- Rs. 300 (to be paid one time only) 
	Coaching Fee
	Postal
	Oral

	Foundation :
	800 
	1000 (including study materials) 

	Intermediate :
	2400
	3180

	Final : 
	2640 
	3480


[bookmark: examfee][bookmark: examin]
Examination Fee: 
	Foundation: 
	Rs. 400 
	

	Intermediate: 
	Rs. 400 (Any one stage) 
	Rs. 800 (Both Stages) 

	Final:
	Rs. 450 (Any one Stage) 
	Rs. 900 (Both Stages)



For further details incumbent may obtain a copy of the Prospectus of the Institute, which costs Rs. 100/- and is available from the Institutes headquarters at 12, Sudder Street, Kolkata 700 016, or from its four Regional Councils. 

Regional Councils

EASTERN INDIA REGIONAL COUNCIL OF ICWAI
84, Harish Mukherjee Road, Kolkata 700 025
Ph. No. 455-3418/5957, Fax No. 91-033-4553418 

NORTHERN INDIA REGIONAL COUNCIL OF ICWAI
3, Institutional Area, Lodi Road, New Delhi 110 003
Ph. No. 461-5788, 462-6678, 464-4630/4692/4430
Fax No. 91-011-4622156 

SOUTHERN INDIA REGIONAL COUNCIL OF ICWAI
4 (old no 65) Montieth Lane, Egmore, Chennai 600 008
Ph. No. 855-4443/4326, 872-2772
Fax No. 91-044-8554651

WESTERN INDIA REGIONAL COUNCIL OF ICWAI 
Rohit Chambers, Janmabhoomi Marg, Mumbai 400 001
Ph. No. 287-2010, 204-3416/06, 284-1138
Fax no. 91-022-2870763

Headquarters:-Director(Studies)
12, Sudder Street, Kolkata - 700 016
Phones: 244-1031/34/35, 245-0602/0492
Fax: 91-33-2440993, 91-33-2450026
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