			             Excise Duty

Chargeable by state government		Chargeable by Central Government
Only on 						On all excisable goods including
· Alcohol for human consumption	 the goods manufactured with goods 
· Indian Hemp				  on which State Government  has 
· Opium & other narcotics in raw form 	   already charged duty
                 State Excise 					Central Excise

Central Excise
1. Central Excise Act
2. Central Excise Tariff Act
3. Central Excise rules
4. Central Excise (Valuation ) Rules
5. Cenvat  Credit Rules
6. Miscellaneous Provisions

40 Marks
Theory 								Practical + case laws
Direct law based question					20-25 marks
15-20 marks 					practical			case laws
						         10 marks		10-15  marks 	
												

				Central Excise 
This  is duty /tax on manufacture of Excisable goods in India 
India means land territories of India excluding 100% Export oriented Unit ,Special Economic Zone ,Software Technology Park & Hardware Technology Park & extent up to 200 nautical miles from coast line

					Goods 

Sale of good Act							Excise 
All the movables	-  Only those articles will be      considered  as goods which are originating by manufacture/production
	- Agro/Mining/forest/natural produced are not the goods for excise
                                                  Excise 
Excisable goods 		Non Excisable goods

Section 2(d) of Central Excise Act	  All the goods other than Excisable 
It means all the goods referred under Schedule 1         goods 
& 2 of Central Excise Tariff Act & includes salt 

   	

Excisable goods

Dutiable Goods 		      Exempted Goods 			             Nil Rate Duty	

Goods for rate of duty	  Primarily dutiable goods but  			Goods for which rate
Is specified                         unconditionally fully exempted from		of duty given in Central
				Duty by central government u/s 5A of CEA	  Excise Act is 0%

			   		Duty    
Specific 							   		Add Valorem
Fixed amount of Duty					Chargeable at fixed rate on assessable value
For each assessable unit 

				  Types Of Duty
1) Basic Excise Duty provision covered under 
a)  Under section 3 of Central Excise Act
b) Sec 2 of Central Excise Tariff Act
c) Schedule 1 of Central Excise Tariff Act
2) National Calamities Contingency Duty (NCCD) – Finance Act,2001     
3) Education Cess –Finance Act,2004
4) Secondary & Higher Education cess – Finance Act ,2007

			


   Software 	
Readymade 								customized

Goods 								Service

Excise Duty					   			Service Tax 

@ 8%


			Manufacture (Finished )/production (Waste & Scrap)

          Concept									Definition u/s 2(f)
· Some input  under going a process					Manufacture includes
& resulting into a new article .An article 
distinct in identity Or utility as compared to input

(1)                                                                             	                      (2) & (3)


Any process auxiliary, incidental to completion 	Deemed Manufacture***.Any activity
Of manufacture 						specified under chapter or section note of 									CETA   of  Schedule 1 
In relation to goods under schedule 3 of      Central Excise Act ,Packing ,repacking, labeling ,re labeling ,pricing & any other activity by which goods become marketable to ultimate consumer .
					Manufacturer 

Concept 								Definition
Manufacture means person having			Manufacturer includes not only a person 
Actual control over the process when			who engages himself in Manufacture but 
It is being carried on 	also includes a person who hire others (employees) for carrying out manufacture

                                                 Who is liable to pay Duty
					
				Rule 4 of Central Excise Act***
Goods covered under chapter 61,62,		Malases			Other Excisable goods 	
63 of CETA (textile Article)		
	(1A)						   (2)					(2)
The brand owner is liable			Duty is payable by		FG  in 			FG  in
To pay but he may authorize 		procurer			factory	    warehouse	
The job worker to pay duty 				        Manufacturer is        Warehouse keeper
On his behalf						         liable			         is liable	
As per rule 20,during transit the liability     ,the liability to pay duty is on consignor
				

					   Definitions 

			            	Central Excise Duty

            Section 2 				            Section 4(3)				Section 4A
a) Adjudicating officer		a) Assessee
aa) Appellate Tribunal			b) Related			Explanation :- Retail Sale price  
 aea)  broker /commission agent	c) place of removal	= MRP
b) Central Excise officer		cc) time of removal
c) Curing 				d) transaction value
d) Excisable goods
e) Factory
ee) Fund
f) Manufacturer
h) sale & purchase
k) whole sale dealer 










		Department of Indirect Taxes

Administration 					                         Appeals


Of the department 	  Of the act 		                                Appellate Tribunal 

Central Board of		Chief Commissioner 
Excise & custom 	Commissioner /Additional 
						Commissioner/Joint commissioner/
						Deputy commissioner
						Superintendent
						Other junior officials 

Section 2 (a) Adjusticating Authority 
· Administration 
· Jurisdiction
Defination u/s 2 (a) It means any officials authorized to take any decisions & to pass an order under the act . 
	Note :-
1. The decisions & others are administrative in nature
2. Adjudicating authority does not include 
i) CBEC
ii) Appeal Tribunal
iii) Commissioner (Appeals)
  As per sec 2 (aa)      Appellate Tribunate  
It means an appeal tribunate constituted  u/s sec 129 of the custom Act


Section 2 (aaa)  Broker/ Commission Agent 
It means any person engaged in buying or selling of excisable goods  on behalf of other in the course of ordinarily business
Note :-  If  the broker /commission agent also stores goods on behalf of other he will be referred as wholesale dealer .

		Section 2 (b)  Central Excise Officer

Means 								       Includes 
It means chief commissioner ,				 Every officer of Central /state government 
Additional AC/DC ,assistant  commissioner , 	    to whom power of central Excise officer have
superintendent  						been delegated by him .

Does not include :-
a) CBEC
b) Appellate Tribunal
Section  2c   Curing 
In relation to unmanufactured goods , Cutting ,growing ,drawing or any other activity because of which goods become capable of being sold or used in manufacture .
			
				


Section 2 (d) Excisable goods 

      Definition                                                                      ***Explanation
Excisable goods means referred 			Any article or material or substance capable 
Under Schedule I&II of the central Excise		of being brought & sold will be considered 
Tariff Act & includes 					as marketable .

			Section  2 (e) Factory
 - means premises including (and/or) precincts thereof
 						
					- in any part of which manufacture or any activity related to manufacture of excisable goods is being carried on generally ,it is so carried on .
a) Factory may be only open land or only premises or a combination of land & premises
b) In the factory there will be either manufacture or any other activity related to manufacture .
c) Entire area of the factory registered with Department required to be surround with proper boundary wall .
d) The manufacture process may be going or at present or not
e) As soon as goods received within the factory assessee is authorize to avail Cenvat Credit
f) As long as goods are within the factory ,duty is not payable thereon .
g) For the purpose of being registered under the Central Excise the assessee need not be the owner of premises or land .



Section 2 (ee) Fund  
It means consumer welfare Fund constitute u/s 12C of the Act 
Note ***:- whenever any amount is refundable under the Central Excise or Service Tax or Custom  ,the refundable can be given only to the person who has borne the burden of extra duty provided the refund application is made within the prescribed time .
	If there is no refund application, the amount so to the refunded will be transferred to consumer Fund u/s 12 C of the Act . Any amount once transferred to this fund cannot be claimed back ny any person under any circumstances  .

			Section 2 (f) Manufacture & Manufacturer ***
Section 2 (h) Sale & Purchase 
It  means any person who buys the goods in the bulk for resale or for use in manufacture .
	It means a broker or commission agent who stores goods on behalf of another .
				Section 4 (3) Assessed
a) Assessee means any person liable to pay duty & include his agent  ( refer Rule 4 of Central Excise Rule )***
b) Related 
1. Those  are interconnected undertakings as per MRTP Act (Holding & Subsidiary Co.)
2. They are “relatives” as per companies Act.
3. The buyer is a relative & distribution of Assessee
4. Both are mutually interested in each others business .




C) Place of removal 
1) Factory or any other place where Goods are manufactured
2) warehouse where goods are allowed to be deposited without paying duty
3)  any branch or depot or place of consignment agent or any other place where goods are transferred for being sold .
Note :-
1) As per rule 4 sub rule 1 of Central Excise Rule ,the goods shall not be removed from factory unless applicable duty had been paid in accordance to rule 8 
2) Rule 4(4) provides that the commissioner may authorize the storage of finished goods outside the factory in a warehouse
3) It means when the goods are transferred to branch or depot, duty is payable at the time of removal from the factory 

CC)  Time of Removal 		

For the purpose of section 4(30















D) Transaction Value

It means the price paid or                        Including but not limited 		Excluding 
Payable by customer to assessee 	
Or to any other person on his behalf 		1) Transpiration Inward 		All other tax either
In relation to goods 				& up to place of removal		either actually 
							2) Labour ,overhead		paid or payable
							3) Packing
							4) marketing
							5) Selling ,distribution advertising ,RD
							6)  Profit Margin 
		
				Section 4A Retail Sale Price (RSP)
It  means the Maximum price inclusive of all the expenses of assessee ,Profit Margin ,Brokerage & commission at which goods can be sold to the Ultimate Consumer

					Dutiable Of Goods ( Subject to 4 M)
1) Goods are mentioned under Central Excise Tariff Act 
2) Goods are manufactured       
3) Goods are movable		As on the date of completion of manufacture
4) Goods are marketable 


Mention 
1) Excisable goods means the goods which are mentioned in Central Excise Tariff Act
				 
	As on Manufacture
	As on Removal
	Effect

	Non excisable 
	Excisable 
	No duty

	Excisable
	Non Excisable 
	Duty



Movable 
- capable of being move 
- Size and weight are immaterial
- many things are made immovable for use but primarily those are movable
		
			movability of Goods fasten to earth 
If goods can be dismantled there can be shifted ,resembled ,put to same use  & in process no material loss /damage caused 

	Movable 
***All conditions to be fulfilled 
		
				Marketable 
Explanation  to sec 2 (d) – any article or material or substance  capable of being brought or sold  .
	Actual sale is immaterial 

Medley  pharmaceutical Ltd ( Case Law)
- The assessee distributed as free sample to physician .According to the drugs & cosmetic but it should be endorsed on the sample that those are not for sale .
- where duty was demanded on samples ,the assessee contained that the goods are not marketable because it is clearly mentioned there not for sale
	Decisions   
The court optioned that marketability is related to capable of being sold .It is not related to facts whether goods are sold or not .The sample given to physician are which otherwise commercially .Therefore ,these are marketable & subject to duty .

Intermediary  goods & captive consumption 
1. Any article coming into existence at any time between input & finished goods is referred as   intermediary goods 
The  intermediary goods may be finished goods
2. The manufacturer of the article consumed those goods for further production is referred as captive goods 








                                 Intermediary Goods 
Sold 										Captively  Consumed
 
Duty is subject to 4 M
Finished goods are dutiable                    No duty on FG (Ne /   exempt/Nil rate )  
Value of intermediary manufactured 		If 4 M conditions are satisfied in relation to 
goods already included in the			intermediary then duty will be charged 
Value of FG Duty will not be charged 		on Intermediary goods 
 
Duty on waste & Scrap

Arising out of manufacture  					Arising otherwise 
Duty is subject to 4 M 					- In office 
								- empty containers of inputs 

									No duty 






Duty on Job Work

either part /complete manufacture on behalf of another  

In every case job worker in the manufacturer 
Principal  in India 								principal is abroad 

Goods under chapter 61,62& 63 of 				other goods 
CETA 								

As per rule 4(1A) of Central Excise Rule 			Primarily Responsibility is on the job 
1) Primary responsibility to pay the duty is 		worker but as per notification No. 
Of principal 								214/86 ,the principal may accept 
2) The principal may authorize the job worker 		liability to pay duty on behalf of job 
To pay duty on his behalf  	worker .The principle can accept the      liability only if he is also manufacturer.







Levy & collection of Duty
u/s  3(1) of Central Excise Act unless exempted the duty shall be levied & collected on manufacture of all excisable goods in India as under 

Goods Manufactured in DTA				Goods manufactured in 100% EOU to DTA
1) Basic Excise Duty as per 				Excise duty shall be equal to aggregate of all  
Schedule I of central Excise Act				custom duty chargeable on import of same 
2) Special Excise Duty as per Schedule II		goods .
Of CETA 
Note :-  Section 2 of CETA provide that			Notes :- 1. For calculation of custom 
The duty chargeable u/s 3 of Central Excise Act		duty, the basic custom duty is 50% 
Shall  be chargeable as per schedule I & II of the		exempt.
Act .
2 valuations of such goods will also be done under the custom Act
3 Any exemption given under the custom duty will be applicable 
According to subsection 1A Excise Duty shall be equally charged when the goods are manufactured by or for the government.




Section 5 A Power Of Central Government to grant Exemption
· To assessee 
· To goods 
· To area 
· To transaction
· Full or partial
· Conditional or unconditional
· Temporary or permanent


Exemption 
In public interest						under special circumstances
By notification in 							by order
Official gazette			
Available to every person eligible 			available only to person for whom order is 
Person								passed
Unless otherwise specified exemption is effective since issue of Notification (retrospective or prospective )
Note :-1  Any exemption issued under this section will not be applicable for the goods manufactured in 100% EOU & Brought to DTA .
Note :-2 where goods are unconditionally fully exempt Assessee cannot pay any duty

		Unless otherwise specified exemption is available from the date notification is issued 

Common points :- 
1) Within 1 year since issue of notification or order ,the central government may add classification which will have effect as if it was part of original notification or order 
2) The classification cannot have the effect of reducing or cancelling the exemption 

Rule 5 of CER  Rate of Duty 
Molasses				Captive Consumption 			All other cases
					
Procurer 				@ rate prevailing when goods	 @ rate prevailing when goods 
@ rate prevailing 			 when goods are released for 		are removed from Factory
When goods are received 	captive consumption 
In his factory 

			Sec 3  of Central Excise Tariff Act
Power of Central Government to increase Rate of Duty in case of emergency 
1) In case of any emergency the central government may increase the rate of duty as under :

Existing rate of duty is 0%				Existing rate other than 0%

Increase up to 50% 					double of existing rate 
2) Any such Notification will have immediate effect 
3) The notification is  to be placed before the parliament at the earliest possible for approval within 7 days 
Parliament 

Approve 					Reject 	  				Modify 

Permanent 						Accordingly another notification is Required to be 
							     Issued by the dept
Such notification will also have prospective effect  
4) Any notification issued under this section will have effect of amending the schedule of this act
5) After the  1st increase notification , the government cannot  issue any further Notification for Increasing the rate of Duty unless the previous Notification has been approved by the Parliament 

Rule 4 of Central Excise Rule  Time of Payment & person liable to pay 
1) Unless otherwise provided ,any of the Finished Goods shall not be removed from the factory unless applicable duty has been paid  and the payment of duty is governed by Rule 8
1A) In case  of goods covered under chapter 61,62 & 63 of CETA the duty is payable by the Principle for whom the goods are manufactured But the principal may authorize the job worker to pay duty on his behalf

Rule 2
1) In case of molasses – Duty is payable by procurer
2) In case of other goods in the factory – Manufacturer is liable to pay duty 
3) In case goods are  in warehouse – warehouse keeper is liable to pay duty 


Rule  4 (4)    Warehousing outside -  The commissioner may authorize storage of FG outside the factory in a registered warehouse subject  to such terms & conditions as may be necessary for protecting interest of Revenue . The commissioner may authorize if he is satisfied that it is necessary either because of shortage of space in the factory or because of nature of goods
 


Classification Of Excisable goods under CETA 

				CETA 
Schedule I 										Schedule II

B.E.D											      S.E.D

20 parts (referred as sections)	
96 chapters
Heading
Sub heading
Sub - sub heading
Sub- sub -sub headings	



Classification 
It means determination of the heading , sub heading ,sub-sub heading , sub-sub-sub heading under which an article is covered in the tariff is called as classification 
Why classification ?
-  by correct classification of goods ,Applicability of the Type & Rate of duty is known 
- moreover exemption Notification contains Numerical reference of the Tariff
- Without correct classification applicability of exemption Notificastions will not be known 

By Whom ?
- All the goods under Central Excise are covered under self assessment System
It means it is responsibility of the Assessee to decide correct classification ,Valuation & amount of duty 
- The returns filed by the assessee are scrutinized by the officers & if any objections is not raised ,it means the assessment done by the assessee has been accepted 
- A classification already accepted by the department can be changed either because of amendment in the schedule or because of discovery of certain new facts by the department 
Rule Of Interception  
· Certain rules of interception for the purpose of classification have been included in schedule I .Being part of the act ,these rules are having Legal foree
· To the extent possible ,goods shall be classified as per these rules only .but ifnot then external help can be taken 



Rule 1 
1) The section /chapter  titles are not considered as Law .Classification cannot be based on these titles
2) These rules are having force of Law classification as per these rules will always be valid
3) If goods can be classified under this rule ,any other Rule need not be referred

Rule 2 :-  
Part A										Part B 
Incomplete ,unfinished or disassembled 	      If an article is combination of multiple articles	
Goods are classifiable under the heading of 		it can be classified under the heading of each 
Complete /finished /assembled goods provided 		of its constituents 
Essential characteristic are same
										Rule 3
Rule 3 In case of combination of goods 
Rule 3(A) 				Rule 3(B) 						Rule 3(C)
Specific description 		Goods shall be classified 		where multiple classification 
Shall be preferred over 		according to most specific   are possible, goods shall be classified
general description 		characteristic			under the heading falling later in 
 										Numerical order 
It means if there is a general description as well as specific description for an article then goods shall be classified according to specific description  


				Rule 4   Akin goods 
Akin means goods having close resembles or somewhat similar .
1. Any new article coming into existence during the process of research & development called as proto type & those are exempt from excise duty
2. If any such new article is produced commercially before it is included in tariff, duty will be chargeable  on those goods on the basis of akin goods

Rule 5  Packing Material
Note :-  the packing material itself is the final product for the manufacture of packing material & it is dutiable .Duty will not be charged Separately on packing material when it is used as Packing Material .
				
Packing Material 

Specific Shape ,size & use					General 
- Surgical Instrument 						corrugated boxes  ,tin containers
Packing material will be classified under			
The heading of the goods with which it will be used	classifiable under own heading

***This rule does not talk about parts & accessories but their classification is also based on same principle 



			Rule 6 
Rule 1 to 5 equally apply for determination of sub heading etc
	If the classification can be done under these rule external can be taken .
HSN Notes 
1) The world trade Organization  has issued harmonized the system of Nomenclature .This is standard classification which have been accepted by whole country which are accepted by general tariff act .
2) In India HSN have adopted partially certain explanatory notes included in HSN had not been incorporated in CETA & those are referred as  HSN notes .
Therefore where classification is not possible as per the rules,it can be based on the HSN notes & the court cannot differ unless there is a valid reason .
			Market Parlance Theory  								
In the case of Akbar Badruddin Jawani supreme Court stated that where classification of goods is not possible under the act as well as HSN notes then classification under any law for any other purpose is also acceptable & in addition to that market perception to that goods also relevant for classification . Example – Kit kat chocolate 
			
				Section 37 D Powers of Central Government to issue direction
· Being the administration body of CBEC is empowered to issue directions to the officials & the officials are bound by any such directions 
· The directions so issued may also relate to classification of goods but the directions shall be general in purpose & not for any particle articles of the Assessee 
· An asseessee is not bound by any such direction .Therefore,if he finds that any such directions is juridical to his interest ,he may challenge the validity of those direction in the court .

Valuation Rules  
Valuation means determination of assessable value 
					   Value on which amount of duty is to be calculated 
Tariff Value section 3(2) 		Transaction value section 4(1) 		RSP based value Section 4A

(a)                                                  (b) 

Determination for accepting		Determination of AV in 
As  AV						other cases

Tariff Value 		
1) As section 3(2) ,the central government is entitled to fix the  tariff value for any excisable goods on the basis of which amount of duty is determined 
2) Sub section 3 provides for different tariff values can be fixed for any articles for different categories of manufacture as well different categories of customers
3) According section 4(2),if the tariff value has been fixed for an article than any of the provisions related to transaction value will not be applicable 







				Valuation System 
Section 4 A RSP Based Value 
Maximum price inclusive of all expenses of assessee ,his profit margin & taxes applicable at which goods can be sold to ultimate consumer .

Applicability :- RSP  based valuation is applicable only if :-
1) Goods are excisable
2) Those are covered under legal Metrology Act ,2009
3) Those have been notified by Central Government u/s 4A(1)
Exemption/Non Applicability:- RSP based provision will not be applicable in following cases :-
1) Weight is less than 10 grams
2) Liquid contains are less than 10 ML
3) The goods are supplied in bulk pack not meant for retail sale 
Example :- Ice cream supplied to hotels 
4) Goods covered u/s 4(A) supplied free along with the goods covered u/s 4(1)
Provisions 
1) Under section 4A(1) the Central Government is empowered to notify an of the books for which valuation shall be done on the basis of RSP declared on those goods .
2) The excisable value of such goods shall be RSP declared by those goods are reduced by rate abetment prescribed by Central Government (No other deduction is permissible)
Assessable Value =RSP- Prescribed Abetement
3) While determining the rate of abetment ,the Central Government taken into account all the expenses ,profit margin as well as taxes applicable
4) If the goods covered u/s 4A are removed without declaring RSP or declaring the value which is not the RSP or obliterated  after RSP
a) Such goods are liable to confiscation 
b) Assessable value of such goods shall be determined in the prescribed manner
RSP Valuation Rules 

Rule 4											Rule 5
-  goods are received without RSP				when RSP is increased by Assessee 
- value declared on gods is not the RSP			after removal of goods .In such case 
-RSP obliterated after Removal 		increased RSP will apply to all the      goods removed by assessee one month before & one month after removal of those goods
Option 1 			              				  option 2
RSP  of such goods shall be equal to RSP of 		If there is no other removal by assessee 
Same type of goods removed by assessee		then finds RSP of similar goods prevailing
Within one month before or after removal of 	in market at the time of removal of goods
Such goods 							from the factory .
If multiple RSP are available ,the highest RSP will be adopted for the purpose of value .
			Common points
1) The assessee may avoid various consequences if he applies to AC/DC to get the permission to pay the duty on provisional basis
2) Repacking is considered as a deemed manufacture & increase of RSP 
      



     In case to increase the RSP
Rule 16 of Central Excise Rule:-  Bringing back the goods in factories which were removed earlier on payment of duty 
Assessee is authorized to avail Cenvat Credit for duty paid at the time of removal

Some activity carried out before			no activity before subsequent removal 
Subsequent removal	on subsequent removal the amount of credit availed shall be reversed 
Amount to Manufacture 		does not amount manufacture 
Ex:-repricing 			Ex:-repairs				
							On subsequent removal the amount of credit
Duty is payable at the time of removal 	availed shall be reversed
After the fresh assessment 				

				Multiple RSPs

- Only one valid RSP			   Multiple valid RSP	Different RSP on different 
- other RSP cancelled by assessee 	  (for any reason)		package  of same article

Assessee is based on valid RSP only	each unit will be assessed separately on the basis of RSP 
										  Declared on it 	

Multiple Pack  		
1) If one than on assessable unit of an article are contained in a single pack is referred as multiple pack  			
2) RSP declared on multiple pack is accepted as the valid RSP for the purpose of assessment provided 
a) There is no valid RSP on the units contained in multiple pack as it has been cancelled 
b) It is mentioned on those units that those are parts of multiple pack
3) If the conditions are not satisfied RSP of multiple pack shall be will the aggregate of all the units contain in the multiple .















Section 4 (1) Transaction Value    (Defination of transaction u/s 4(3)(d))

(a) 							  		(b)		
    
The transaction value acceptable 		   assessee value in other condition 
As assessable value if :-					Central Excise (DVEG) Rule,2000
-  goods are sold						Rule 4 is applicable ,No transaction Value 
- by the assessee						Rule 5 –Place of delivery is other than place
- for delivery to customer at				of removal
The time & place of removal 				Rule 6 – price is not the sole consideration 
- where price is the sole consideration 		Rule 7- Transfer to branch /Depot
- parties are not related 					Rule 8 – captive Consumption
Note :- for this  term the definition :-			Rule 9- Sold to /through RP
1) The transaction may differ in every			Rule 10 – sold to /through ICU
      Transaction									
2) Since  the goods are covered under self 		Rule 10 A – complete manufacture on job 
Assessment transaction value ,assessable value 	worker basis
If all the condition refer u/s (a) are satisfied the 	Rule 11 – Residuary Method 
The transaction value is assessable value but the 
Value declared by assessee may not be
 Acceptable to the officials


			



Section 14(A)  Special Audit 
1) If any Subject matter related to assessment is pending before AC/DC & if he is of the opinion that the value declared by the assessee is not correct ,with the prior approval  of chief commissioner  he may make an order  for special audit & the scope of that will be limited to valuation 
2) The special audit is to be carried out by cost accountant /CA already registered with the chief commissioner 
3) The report is to be submitted to AC/DC within the time specified in the order & the extension may be allowed . overall period  shall not exceed 180 days from the date of order
4) Any action cannot be taken against the assessee on the basis of this order report .Unless an opportunity of being heard is given to assessee 

Rule 2 Normal Transaction 
It  means the value at which greatest quantity of goods is sold in aggregate .

					Rule 4 No Transaction value 
Applicability  :-  1)  NO transaction Value ( example –gifts ,sample ,replacement under guarantee )
2)Transaction value not known at the time of removal ( eg:- goods are given on approval basis )

Conditions :-   Except the transaction value, all other requirement u/s section 4 (1)(a) are satisfied 

Value :-   value of such goods will be equal to transaction value of same type of goods by assessee under the circumstances of u/s 4(1)(a) provided at the same time .
			If there  is a gap between the transaction & if there has been any price fluctuation during that time reasonable adjustment is allowed to be made for fluctuation .

		
			
Rule 5   Place of Delivery is other than the place of removal 

Applicability :-  This rule applies only where the assessee accepts the responsibility to deliver the goods to the buyer at any place other than the place of removal 
		This  rules presumes that the assessee is certainly charging something to cover the cost of transportation for such delivery . The extra charge may or may not be shown in the invoice .

Condition :-  Except the place  of delivery all other requirement of 4(1)(A) are satisfied

Value :- The assessable value shall be gross value indicated in the invoice reduced by actual cost of transaction between the place of delivery & place of removal
		If the assessee is collecting transportation charges on average basis then deduction will also be on average basis

Note:-  No deduction is allowed for cost of transportation between the place of delivery and removal













				Rule 6  price is not sole consideration (price + Kind) 
Applicability :- 
Consideration is partly in cash & partly in kind		consideration only in kind
	Rule 6									Rule 4 
			Rule 6
Value :- It will be aggregate of money & monetary value of additional consideration	

	Additional consideration 
     Money 	   			 Goods		             	Services
1) If any payment is made				Inputs/Drawings/
In advance &				Designs in this case	TV  +Value of
2) It is having effect of reduction				assessable value will	service =
In value 				be at which those are 	Assessable  
				procured by 		value
				Ccustomer 
To the extent of reduction in price
It will be treated as Notional Interest 
Paid by assessee as advance payment received
& the amount will be added with the transaction
Value to arrive at assessable value 

		







Rule 7 Transfer of goods to branch or depot 
Applicability:-  This rule is applicable when goods are transferred to the branch or depot or place of consignment agent or any other place where from goods will be sold

Value :- 
1) Duty is payable at the time of removal of goods from the factory
2) The assessee will          			also relevant at the time of removal from the factory
3) Assessable value at the time of removal from the factory shall be normal transaction value prevailing at the branch to which goods are being transferred

		If there is no transaction or depot on the same day the assessment shall be based on the nearest transaction value
Rule 8 Captive transaction 
Applicability :-provisions of this rule will be applicable only  if intermediaries goods are manufactured by assessee 4 M conditions of dutiable & there is no duty on finished goods 
Value :- 110% of Cost of production   

		Calculation of cost of production 
It is to be calculated as per Cost Accounting Standard 4 .the salient feature are as follows 

1) Any amount of duty paid on inputs is to be excluded
2) Realized or realizable value of scrap will also be deducted 
3) All expenses related to manufacture such as labour ,Overhead ,administration ,research & development are to be added
4) Post manufacturing expenses eg :such packing, marketing ,selling etc will be ignored

Rule 10 Goods being sold to /through interconnected undertaking
Interconnected as Holding/Subsidiary Co				Interconnected as otherwise

Valuation under rule 10	valuation as per other applicable provision

Same as rule 9 Consumed by under		Resold by Inter connected undertaking 
 Connected undertaking 
  	
	Rule 8							Rule 7

Rule 10 A – Complete Manufacture /On Job work basis
1) Job worker is the manufacturer
2) Principle is a trader

Situation 1:- goods once sold by the principle to his customer from the premises of job worker under the circumstances of sec 4(1)(a)

In this case the assessable value in the hands of job worker shall be the value at which goods are sold by the principle to his customer 






Sitution 2 :- goods sold by the principle to his customer from his own premises under the circumstances of sec 4(1)(a) 

In this case the place of business of the principle will be treated as branch of Job worker .Therefore the assessable value of the goods will be normal transaction value at which goods are sold by the Principle to his customer under the circumstances of Section 4(1)(a) as on the date of removal of goods from  the factory of Job Workers (Same as Rule 7)

Situation 3 :- Goods sold by Principle under the circumstances other than section 4(1)(a) –In this case the value of goods is the hands of the Principle determine under the applicable rule shall b e assessable value for Job Worker

Sale from job Worker premises 			Sale from principle premises

Transaction value of principle    

							As per section 4(1)(a)	other condition
								
Rule 7	value determine for      principle under Rule 4/5/6/7







Rule 11 Best Judgment /Residuary Method
Applicability :- only if the transaction takes place under the circumstances in which more than one rules become applicable
Value shall be determined in accordance with rules only

		Inclusions /Exclusions in A.V
Any expenses incurred by an person in relation to goods up to the place of removal & time ,whether is ordinary course of business or not includible in the Assessable value

				Advertising
By  assessee									by some other person

								For assessee               by himself 
 		Includible 								not includible 
				Packing 
In  ordinary course of business 					special requirement of customer 

Provided on 			 sold along with		before removal	after removal
Returnable basis		    goods 
Such packing material	(primary/secondary 
Is to be added as capital   durable/non durable)	  includible		not includible 
 Goods for Assessee  		includible 
					Trade Discounts 
Already known and  allowed at time 				allowed after removal
Of removal of goods 

Actual transaction value is acceptable			non deductible from transaction value 

Credit allowed or delayed payment  - Interest chargeable customer 

						      Non deductible 
Interest is charged for credit allowed to customer – it is in the nature of finance charge
The amount  of interest receivable is not known at the time of removal of goods – any interest received or receivable from the customer for delayed payments is not includible in A.V
				Transportation 
Inward 								outward 

					Up to the place of removal			After POR
 			Includible 							       Not includible 																	




					
