INDIRECT TAX
CENTRAL EXCISE ACT
EXEMPTION TO SSI
RELAXATION IN THE DUTY : NOTIFICATION NO. 8/2003
	VALUE OF CLEARANCE IN Rs Lakh in a F.Y.
	DUTY / RATE

	 0 – 150 LAKH
	0%

	> 150 LAKH
	NORMAL DUTY


 THE UNIT WHOSE VALUE OF CLEARANCE COMPUTED IN ACCORDANCE OF NOTIFICATION IS LESS THAN Rs 400 LAKH ( 4 CRORE) IN THE PREVIOUS F.Y. ARE ELIGIBLE FOR BENEFIT.
EXAMPLE : IF XYZ LTD. Wants to claim benefit of Notification No. 8/2003 in the F.Y. 2011-12, then it has to see whether clearance in the Previous F.Y. 2010-11 has exceeded the limit of Rs 4 crore. And if XYZ Ltd. Has started business in the F.Y. 2011-12 then also it entitled for exemption as Previous F.Y. turnover would be considered as NIL. 
The Limit would be calculated per Manufacturer or Factory basis.
Example 01 : X Ltd. And Y Ltd. Has used the same factory during the same F.Y. 2011-12 for production purpose, then turnover of X Ltd. Would also be considered while calculating the Turnover limit of Y Ltd.
Example 02 : X Ltd. Manufactured goods from 3 different locations during the F.Y. 2011-12 then aggregate value of turnover of all 3 units would be considered while calculating turnover Limit.
No cenvat credit is available in respect of Input upto clearance of Rs 150 Lakh. Same in case of capital goods also. Normally cenvat credit on capital goods are allowed upto  50% in the same year and balance credit in the next year / years. However eligible unit availing SSI Exemtion is allowed to take cenvat credit in respect of Capital Goods for the whole amount of the duty paid in the same F.Y. ( i.e. 100% )
VALUE OF CLEARANCE TO BE EXCLUDED FOR CALCULATION OF LIMIT OF Rs 150 LAKH
A ) Clearance of Goods which are exempt from Excise Duty.
B ) Clearance bearing Brand Name / Trade Name of another person
C ) Export Clearance ( Other than Nepal & Bhutan. Nepal & Bhutan export is not considered as Export )
D ) Clearance of Intermediate – Captively consumed goods in case of final product is eligible for SSI Exemption ( As above )
E ) Clearance of Strips of Plastic used within the Factory 


VALUE OF CLEARANCE TO BE EXCLUDED FOR CALCULATION OF LIMIT OF Rs 400 LAKH
A ) Clearance of Goods without payment of duty to a unit in FTZ, SEZ, 100% EOU, EHTP / STP, UNO.
B ) Clearance bearing Brand Name / Trade Name of another person
C ) Export Clearance ( Other than Nepal & Bhutan. Nepal & Bhutan export is not considered as Export )
D ) Clearance of Intermediate – Captively consumed goods in case of final product is eligible for SSI Exemption ( As above )
E ) Clearance Exempt under JOB WORK Notification 214 / 86, 83/94.
FTZ = Free Trade Zone,  SEZ = Special Economic Zone,  EOU = Export Oriented Undertaking, STP = Software technology Park, EHTP = Electronic Hardware Technology Park,  UNO = United Nations Organisation or International Organisation.
Brand Names – Exception to above rule. Brand Name which Eligible for exemption are Khadi & Village Industries Commission ( KVIC ), State Khadi and Village Industry Board or National Small Industries Corporation ( NSIC ), State Small industries Development Coporation ( SSIDC ) and Goods Manufactured in the Rural area.
In case of branded goods cleared on payment of Normal Excise duty, CENVAT Credit can be claimed on input used for production of such goods though SSI Exemption availed on other products.

CENVAT CREDIT RULES
CENVAT CREDIT

              INPUT                                                 CAPITAL GOODS                             SERVICE
   100 % CREDIT 			     50 % CREDIT ONLY			 100% CREDIT
 Raw Manterial when			   ( Balance in next year )		 input service on
 Recived in factory.		    Exception : SSI Unit can avail 100%		 receipt of invoice

If output is Exempted Goods / Service then No CENVAT credit allowed. 
No One – to – One Correlation required between input used & output Produed.

INPUT – Rule 2 (K)
I ) All Goods used in the Factory for manufacture of the Final product or Output Services.
II ) Any goods used for free warranty for final product ( Price must be included in the price of the     product . It should not be charged separately )
III ) any goods accessories cleared along with the final product. Value of which is included in the final product.
IV ) if capital goods used as parts or components then only.
V ) Goods used for generation of electricity or steam for captive use.
EXCEPTIONS – Exclusion from Input.
a) Light Diesel oil, High Speed diesel oil, Motor Spirit, Petrol.
b) Goods used in the construction of building, civil structure.
C) all capital goods ( Except to above point (IV) )
d) Motor Vehicles
e) any goods used for the personal consumption or use of employee, food items. Etc.
f) Goods having no relationship with the manufacture of final product. 
INPUT SERVICE – RULE 2(I)
Input services used for providing an output service or used in the manufacture of final products or clearance of final product upto the place of removal.
Some specified services used in thr construction of immovable property are excluded.
Services for the Maintenance / Repairs of the factory & business auxiliary services are eligible for Input.
 (
MARKET
) (
WAREHOUSE
)Explanation when Transport / Freight input services are used.	
 (
FACTORY
)				
		

                                   CENVAT CREDIT ALLOWED			NO CENVAT CREDIT IS ALLOWED
Capital goods are not considered as input as per Rule 2 (k)(C ). Eaxmples of Capital goods are plant , Machinery & their parts, Pollution control equipments, spares, accessories, moulds , dies, jigs, fixtures, tubes-pipe lines, storage tanks etc.
Rule 3 ( 5) as the manufacturer receive the input & capital goods he will get CENVAT Credit, at the same time, he will have to reverse or Repay such credit when such goods are removed from the factory.
                                                        CENVAT CREDIT RECEIVED

                   	
CAPITAL GOODS                                                                                                    INPUTS
TYPE                                                      Amount to be Paid                               Amount to be paid equal to
a) Removed without being use -  Equal to amount of Cevat Credit            amount of Cenvat Credit 	
b) Removed after used
  i. Other Goods   -                            Cenvat Credit taken earlier
 (
Note :
 Quarter include any 3 months as per date wise. 
Ie
 Feb – 
april
, May – July.
Not as per IT Act Quarter like Jan – March, April – June.
)                                                           (-) 2.5% for each quarter

 ii.Computer & computer  -             Cenvat Credit taken earlier
   Peripherals                              Less: 1st Year 10% X 4 qtrs  =  40%
                                                               2nd Year 8% X 4 qtrs   =  32%
                                                               3rd Year 5% X 4 qtrs    =  20%
                                                               4th Year 1% X 4 qtrs    =  8%
                                                               5th Year 1% X 4 qtrs    =  8%
                                                           Total Exhausted Value  = 100%	

Input / Capital goods sent to job workers are eligible for CENVAT Credit ( Rule 4(5)(a)). However after processing such goods must be received back in the factory within a period of 180 days. Otherwise CENVAT Credit is to be reversed and Reclaimed when goods are actually received in the factory.
Rule 6(3) / 3(A) : Maintenance of separate books of accounts.
If books of accounts are not maintained separately for Excisable & Exempt goods then dealer has to reverse certain % of cenvat credit availed earlier on input as follow.
Option I : 5 % of the value of Exempt Goods & Services.
Option II : Proportionate amount ( Cenvat credit X Exempt value = Total Value (Taxable + Exempt) )
Option III : Maintain separate books of accounts for input credit then calculate accordingly.
Separate provision for below services if books of accounts are not maintained.
a) A Banking company and Financial Institution  –  Every month 50% of amount of cenvat credit availed
b) Life Insurance Service or Investment   -  Every month 20% of amount of cenvat credit availed
    Management services.
CENVAT CREDIT ON CAPITAL GOODS  [ Rule 6 (4) ]
Cenvat credit shall not be allowed if capital goods are used exclusively ( 100 % usage ) in the manufacture of exempted goods. It mean if it is partly used in the manufacture of tacxable goods then credit will be available.                                               
	CAPITAL GOODS	
PRODUCTION OF 

50 % Exempt + 50% Taxable                                                                                                100% Exempted goods
Full credit is allowed	Credit N.A.
( Note : 50% is just for illustration purpose. It can be any % )
RULE 9 : SUBMISSION OF RETURNS TO THE SUPERINTENDENT OF CENTRAL EXCISE.
	FORM
	DESCRIPTION / DETAILS OF
	DUE DATE

	ER – 5
	Principal Input and quantity of principal input required in manufacture.
	Annually – 30th April

	ER – 6
	Receipt & Consumption of Principla input with reference to the quantity of final product manufactured.
	10th day of Next Month.



Rule 2 (IJ) : 1st & 2nd stage dealer can only avail cenvat credit
Manufacturer                                            Mr. X                               Mr. Y                                        Mr. Z
                                                                  1st stage                           2nd stage
                                                                   Dealer                               Dealer
Cenvat Credit                                              होय़                                       होय़                                           नाही
	
JOURNAL ENTRIES for Cenvat Credit Accounting
A ) In case of purchase of asset / raw material
Plant / Machinery / Raw Materual  A/c                                                            Dr.
Cenvat Receivable A/c                                                                                          Dr.
         To Supplier A/c
B ) Purchase / Availment of Services ( Expenses )
Input Services ( Expenses A/c )                                                                            Dr.
Cenvat Receivable A/c                                                                                           Dr.
          To Input Service Provider A/c.
C ) In case of Sale of Goods
Sundry Debtors A/c                                                                                                Dr.
          To Sales A/c
          To Cenvat Payable A/c
D ) Settlement of Cenvat Liability
Cenvat Payable A/c                                                                                                 Dr.
          To Cenvat Receivale A/c
          To Bank A/c 
      




CUSTOM ACT
FORMAT FOR VALUATION
	
	FOB VALUE / PRICE

	ADD :
	As per Rule 10(1)

	
	Commission & Brokerage ( Except buying commission paid outside india for purchases )

	
	Royalties & License fees

	
	Cost of Packing charges , Paid for labour / Material

	
	Tool, Dies, Mould, Material Consumed

	
	Arts/Design work & Engineering, plans & sketches used in the production of goods

	
	Ship Demurrage charges, Lighterage or Barge charges

	LESS :
	Post Importation charges

	
	TRANSACTION VALUE

	ADD :
	Cost of Freight / Transport upto port ( Actual or 20% of FOB – whichever is less )

	ADD :
	Cost of Insurance ( 1.125% of FOB value only if actual is not given ) Compulsory

	
	CIF VALUE

	ADD :
	Loading / Unloading charges @ 1% of CIF Value – Compulsory

	
	ASSESSABLE VALUE

	ADD :
	Basic Custom Duty

	
	Total value for additional duty u/s 3(1)

	ADD :
	Additional custom duty ( Equal value of Excise duty with Education cess )

	ADD :
	Education cess @ 3% (Basic custom duty + Additional custom duty )

	
	Total value for additional duty u/s 3(5)

	ADD :
	Additional duty u/s 3(5) @ 4% ( Equal to sales tax / VAT )



IMPORTANT NOTES :
Exchange rate for currency conversion Notified by CBEC on the date of Presentation of BILL OF ENTRY shall be considered.
Basic Custom Duty ( BCD ) Rate : Date of filling of Bill of Entry or the Date of Entry Inward ( Actual arrival of vessel on port ) whichever is Later.
Example 01 : 
	
	Date
	BCD
	Exchange Rate

	Bill of Entry
	20-06-2012
	25%
	43.80 / $

	Entry Inward
	30-06-2012
	20%
	45.00 / $



Currency Exchange Rate Rs 43.80 - Date of Bill of Entry and BCD Rate 20% ( Later date 30.06.2012 )


Example 02 
	
	Date
	BCD
	Exchange Rate

	Bill of Entry
	24-10-2012
	20%
	68.80 / $

	Entry Inward
	20-10-2012
	18%
	70.20 / $



Currency Exchange Rate Rs 68.80 - Date of Bill of Entry and BCD Rate 20% ( Later date 24.10.2012 )
Cost of Transportation after import & Cost of Processing / production in india is not includible.
Cenvat Credit is available in respect of Additional custom duty paid u/s 3(1) ( Equal to Excise duty )
	Design & Engineering Charges		

    Pre Importation Activity                                                                                          Post Importation activity
 Included in assessable value                                                                                                  Ignore
		
